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Per.haps 1t was a result of our
5 urg*‘-',.our abundance of natural
ion frceb’ or our geogra:phic isola-
of the om other population centers
onworlc}, but-whatever the
icang =until recently, some Amer-
X Operated almost as if they
P%p}? l;m economic vacuum.
€ became accustomed to pri-
cip al? domestic forces as the prin-
actors of change, and, to a
Were t(:-xtent’ international forces
Othe, tiated with benign neglect.
1] an the'ﬁnancml impact of
factoy fis as policeman and bene-
R he nation’s economic pol-
o esf're set largely to meet the
] = 1C situation. And yet, the
Omj catﬁonal financial and eco-
Perig dc anges in the postwar
anq ave steadily exerted more
ying ore influence on the under-
of th pmgl‘e_ss and long-run health
inqygy 'merICE'ln economy. Certain
ont. €8, unions, and limited seg-
the of our population, mainly on
astal areas, became acutely
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aware of the growing international
competition in sales and jobs, but,
by and large, the hinterland of the
United States remained inwardly
oriented in its attitudes and views
on the U.S. economy.

In 1971, this isolationist atti!;ude
suffered a severe setback, and in
1973, the extent of United States
dependence on world trade anc_l in-
ternational financial cooperation
finally registered with most Amer-
icans. To many people, this was a
sudden shift in economic forces,
but to the knowledgeable observer,
the buildup of competitive posl-
tions in Europe and Japan, the for-
eign accumulation of dollars from
heavy U.S. balance-of-payments
deficits, and the steady erosion of
U.S. raw-material resources had
forecast a United States shift in
policies and practices to accommo-
date the international pressures.

There is, of course, a danger of
overreaction to the now highly vis-
ible international influences. One

might be tempted to blame all our
recent problems on these forces, or,
alternatively, one might view the
recent upsets as purely transitory,
with only a temporary impact.
Both extremes seem to me to be
unwarranted. Instead, a middle
ground of proper concern balanced
with recognition of some of the un-
usual aspects of the present situa-
tion is probably an appropriate
policy position.

Let us first measure the impact
of international trade on the pro-
duction and consumption of the
United States. In the broadest
terms, both U.S. merchandise ex-
ports and imports are about 7
percent of the gross national prod-
uct. In dollars, U.S. exports and
imports in early 1974 were each at
an annual rate of about $90 billion,
or about $20 billion above the 1973
total and $30 billion above the
first four months of the past year.
Through April, the 1974 merchan-
dise trade balance showed a minor
surplus of $778 million, contrasted
with a deficit in the first four
months of 1973 and a surplus of
$2.5 billion in the final four months
of last year.

Among the principal items of ex-
port, the primary sales increases
have been for agricultural products
and machinery—especially com-
puters, agricultural and construc-
tion machinery, and electric power
and telecommunications equip-
ment. Total nonagricultural ex-
ports rose 14 percent above the
final third of 1978, and agricultural
exports rose an identical percent-
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age. On the import side, industrial
supplies showed a 43-percent gain,
led by petroleum, steel, copper,
newsprint, and chemicals.

To a considerable extent, these
export and import items reflect the
changing U.S. position. With years
of heavy production of some min-
erals and scarcity of domestic de-
posits of others, the United States
is now at least 50 percent depen-
dent on foreign sources for basic
minerals such as bauxite, manga-
nese, nickel, copper, and tin. In
addition, there is a rising depen-
dence for others, particularly pe-
troleum, natural gas, chemicals,
and sulfur.

It is just no longer possible for
the United States to operate in an
isolationist environment and main-
tain the current standards of living
of its people. Our future thrust
should be toward developing and
refining our capacity as a proces-
sor, rather than a producer, of raw
materials. To pay for these en-
larged imports, the United States
will need to expand exports in sec-
tors where this nation has a nat-
ural or technological advantage.
Again, the list of exports provides
an excellent survey of the sophisti-
cated machines and basic agricul-
tural products that will need to be
exported in ever greater volume to
pay for our imports.

Thus, merchandise trade pat-
terns that reflect the growing inter-
nationalization of our economy will
have a profound impact on U.S.
trade policies and practices. Only
at our own peril could we neglect or
ignore the world forces and their
influence on the economic progress
of our nation. But perhaps the
strongest changes in policies and
attitudes in the United States are
likely to come from the realization
that the international financial

forces have, in some ways, become
dominant to the domestic financial
forces.

Part of the background for this
important development is the post-
war accumulation of dollars in for-
eign hands as dollars were being
used as both the primary reserve
and vehicle currency. The contin-
ued outflow of dollars from persis-
tent balance-of-payments deficits
caused a surplus of dollars in world
financial markets and a concom-
itant reduction in value. By 1971,
with U.S. trade surpluses declin-
ing sharply and the dollar under
strong pressure in exchange mar-
kets, the United States suspended
convertibility and then devalued
the dollar. These actions by the
United States brought a severe
shock to the international financial
community. But as pressures con-
tinued against the dollar, a further
devaluation occurred in early 1973,
and the dollar subsequently dete-
riorated in exchange markets to a
low point in July last year.

With the suspension of convert-
ibility, the Bretton Woods mech-
anism of a gold-dollar exchange
standard ceased functioningand, by
1973, fixed exchange rates for the
currencies of many countries had
been replaced by floating arrange-
ments. For nearly three years,
then, the international payments
mechanism has relied on market-
oriented pressures to determine
relative values of currencies,
though central bank intervention
has played an increasing role to
prevent disorderliness in the
markets.

Throughout this period of tur-
moil, the changing international
value of the dollar has had signif-
icant effects on the domestic posi-
tion of the American economy. The
declining value of the dollar in

terms of foreign currencies has
meant that prices of Americall
products sold abroad were effec-
tively reduced and demand Wa$
thereby stimulated. As competl‘n
tion increased between foreigh & -
domestic buyers of U.S. goods,
mestic prices advanced sharply: -
Aggravating this demand presst”
was the fact that all major lndu,S‘
trialized nations shifted to a CO”?
cident cyclical position of expalt y
sion-a situation not evident ﬁ.t
other time in the postwar perio
The effect of the dollar depreci?d”
tion was also felt in the higher For-
prices paid for imported g00C_15- g
eign producers were faced with o8
need to cover the past devaluat!
of the dollar and protect again®
further exchange rate erosion-

As if these changes were 10
enough, the world faced a new Iy
crisis in late 1973, when polit ?ﬂe
inspired oil embargoes and Pri
increases were imposed by the a
principal oil-producing nations
the Middle East, While the et
bargoes and reduced output P 4l
of the policy have been suspe?
the world was left with a new for
sharply higher price structur® od-
petroleum and its derivative P* i
ucts. Although in a more faVO,rens
position than many other natio™
by virtue of our domestic 0il P*
duction, which supplies neatly
two-thirds of our demand,

United States is a primary Users
of petroleum and its demand ba
been accelerating. £ oil

Not only have basic prices ¢
and gasoline advanced sharpl}’; of
these products form a large pa 5
the ongoing costs of business .
transporting its products to by
sumer outlets. In addition, th¢ >/
products of petroleum refining
the source of feedstock for the -
production of plastics, fertiliz®
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b
n}ésén;cals, and a host of other busi-
- in}lgl consumer products. Thus,

altlal petroleum price increase
Othey bervasive effect on many
Pt g}flmds and services marketed
Deciaf out the world and was es-
Sta si)sxgmﬁcant in the United
b eS ecause of our heavy de-
suppli::_e on oil and gas for energy
3 (ii‘:;ewer., the petroleum price
e es trlggered price advances
Pecial) Erbbamp raw materials, es-
o Iny auxltez iron ore, and cop-
Nation modern industrialized

rns geared to heavy use of such
6 eda;erlals, the price increases
Partioy Sa cat:alyst for a new and
Sira) Carly virulent inflationary
natiOI;s onsequently, all major
With ; are presently contending

5 anfﬂatlonary pressures, and
tain theP:W have been able to con-
2 dogp II' rates of inflation below
e-digit position.

less (}ﬁﬂe the United States may be
hewu:ectly affected by oil imports
(hees ae of its productive capacity,
Dositi re Special factors in the U.S.
effects Efthat reinforce the indirect
Spite g1 the oil price problem. De-
Wﬁods e breakdown of the Bretton
Useq aSSt}}';stem_, the dollar is still
Tansaot, € primary vehicle, or
Wox] CI:l'ons, currency of the Free
rilha{-i} ayments for oil are made
Wealop ¥ In dollars, and-given the
the ogp ed state of our currency—
Vor ‘g;:ldqci?g nations con-
S0 e Into sterling and have
te:sg.hﬁpumhasing power guaran-
Stock o ?Eeover, gince a very large
Officia) s ollars is held in foreign
triﬂlizg =Serves, other major indus-
fung, fd Nhations are using these
il‘ecti Or oil payments, thus re-
the ring the dollar overhang to
Ag SUC}':‘SDal oil-producing nations.
Cithep ; ollar payments are made,
N a transactions sense or
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from foreign official reserves, there
appear to be further exchange rate
pressures against the dollar. Even
oil payment dollars placed in the
Eurodollar market can contribute
some pressure as such dollars may
be converted into other currencies.

It is much too early to assess all
the implications of this feature of
the oil price problem, but suffice it
to say that the real test will come
in the disposition of such dollar
revenues, whether the dollars are
reinvested in U.S. securities or
purchases, sold in the open market
for other currencies, or neutralized
in international accounts of the
Bank for International Settle-
ments or International Monetary
Fund. There is hope that some of
the surplus will be used to help the
underdeveloped nations.

However the oil producers use
the funds, the oil-consuming na-
tions have a long-run problem of
payment. The alternatives are diffi-
cult at best and could be of major
concern. First, if exports to the oil-
producing nations could be sharply
increased, payment for the oil im-
ports would be partially achiev-
able. But the payments for oil are
so massive—variously estimated for
the OPEC nations at a gross of $60
billion to $80 billion for 197 4-that
imports could scarcely meet half of
this cost. Moreover, the principal
oil-producing nations are relatively
underdeveloped and have only
small populations. Therefore, the
amount of imports they would ab-
sorb is likely to be small.

Secondly, the oil-consuming na-
tions could raise the prices of their
principal exports to help pay for
their oil imports. This would be
helpful for some nations but would
aggravate the inflationary impact
for other nations, especially those
without exports that are in wide-

spread demand. Nevertheless, such
a broad rise in prices of basic raw
materials and other exports could
have a strong impact on the price
levels of all nations. In relation to
payments for oil imports, the ad-
vance in prices of other world trade
commodities is not likely to gen-
erate sufficient income to meet a
sizable share of the oil import bill.
For the United States, these pat-
terns of price retaliation may be
less difficult but still of major sig-
nificance in terms of the inflation-
ary potential from both internal
impetus as workers seek to main-
tain standards of living through
higher wages and external impetus
as we pay for the increasing depen-
dence on foreign sources of vital
raw materials.

Two other approaches to pay-
ment involve quite unacceptable
risks. First, currency devaluation
could be used to pay part of the
bill, but this runs the risk of future
rejections or even higher prices and
might create an atmosphere con-
ducive to competitive devaluations.
Another approach might be a re-
sort to barter, but, even here, there
would need to be an agreement on
the relative values of the bartered
goods. The primary problem with
this approach, though, is its lim-
ited use. After all, how many jet
airplanes, computers, or even tons
of wheat can be absorbed by rela-
tively small countries?

Finally, of course, the preferred
plan embraces a reduction in oil
prices, both as a contribution to
world economic stability and as a
means of avoiding heavy deficits in
balances of payments for most oil-
consuming nations.

In this overall context of a
world in transition to a new and
differential pattern of prices, offi-
cial reserves, and financial power,
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the international exchanges become
even more significant. And yet,
there is no real stability at this
time, nor any new agreed-on
mechanism of international settle-
ment. Preliminary plans for use of
Special Drawing Rights, valued ac-
cording to a market basket of 16
currencies, have been developed by
the Committee of Twenty of the
IMF and finance ministers over the
past few months. But this is an
untried element of settlement, and
many problems of use and relation-
ships need definition before this
mechanism is accepted. Full faith
and confidence in the mechanism
will, of course, require years of
successful operation and will entail
difficult decisions on the rate and
purpose of issuance of SDR’s, on
the underdeveloped country link,
and on the internal balance be-
tween the currencies in the market
basket. )

At the same time, there contin-
ues to be a sizable body of world
opinion that gold should remain
the centerpiece of the international
payments mechanism. If the new
market basket approach com-
pletely denies a role to gold in the
international mechanism, there is
likely to be less support than if
gold were included. One new di-
mension to this problem has been
the recent decision to allow official
gold holdings to be used as collat-
eral at a market-related price. It
is, obviously, sheer speculation to
forecast future gold moves, but a
broader spirit of accommodation
may be developing that would cer-
tainly augur well for greater coop-
eration in creating a viable inter-
national financial structure.

Meanwhile, the pressures from
international financial disruptions,
exchange rate volatility, and mas-
sive capital flows have brought

price increases in the United
States and, in fact, throughout the
world. The universality of the
world’s credit markets, with their
almost instantaneous shifting of
funds and competitive rates of in-
terest, has permitted, if not encour-
aged, movements of funds across
borders. The unpredictable nature
of such flows introduces an element
of instability into the supply and
demand for dollars. Of course, one
of the primary movers of funds is
the relative interest rate levels in
the principal markets of the world,
and, to some extent, this fact op-
erates as a constraining force on
domestic policies.

Of more continuing influence for
the United States is the flow of
funds to and from foreign central
banks, especially the movement
into and out of Treasury securities.
Such investments have had a sharp
influence on the Treasury financ-
ing program and quite often have
an impact on the Government se-
curities market, particularly when
large amounts are sold or pur-
chased in a short time frame. For-
eign official holdings of dollars have
had a smaller impact on our mar-
kets and credit positions, however,
than the very large Eurodollar
holdings and the capital flows for
investments, loans, and payments
abroad.

The massive amount of dollars
in the Eurodollar market has ex-
erted a formidable force on cur-
rency exchange rates as holders
have shifted from one currency to
another. Confidence in U.S. cur-
rency values has waned over the
past ten years and was seriously
eroded in the 1970-74 period. As
such confidence declined, more
dollars were offered for sale and
exchange rates shifted against the
dollar. One measure of the Euro-

dollar market is the dollar Jiabil-
ities of banks reporting to the
These liabilities amounted to omY
$18 billion in 1967 but more thﬂnd
doubled to $58 billion in 1970 a2
had doubled again to $130 billio®
by the end of 1973. )
American banks and Americal
branches of foreign banks have
become heavily involved in the of
movement of funds into and oub
the Eurodollar market. At times
United States banks have bor-
rowed Eurodollars as a tempor? <
escape mechanism from the mon
tary restraint exercised domesés
tically and have used such funt .
both to meet foreign commitme
and to alleviate the pressure 0¥
domestic credit demands. In r€¢
months, with strong Eurodollar
market demands, some funds h{?o
flowed from the United States
feed that market. Naturally, a2
large volume of funds moving lgi ;
or out of the United States cr¢ E
market can have a strong €l ec ity
interest rates and even availab
of credit in the United States:
In a somewhat longer timeé Us
frame, capital investments of U
companies abroad have also ha
a marked impact on our inter” o
national position. With Amefllcg ¢
companies investing in new P aa aily
and equipment abroad and Stec-
shifting labor-intensive produ
tion to foreign countries whexré :
Jabor is less expensive, there b
been profound effects on the tyP
of jobs available in this count ;
and a reinforcement of the hl%is
technology output at which t
country excels. This move hafS s
meant more high-paying pro¢
sional positions and fewer IOtW'
aying factory jobs open 11 ;
pUrfite(gi States. The shift of prod
tion to foreign subsidiaries ha®
had a significant impact on Y=

ent
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Vie?\?lc‘,tfs I&;nd exports. However, in
i fS depende_nce on foreign
ttle op, OI raw materials, we have
effort t(;l:fe l:iut to continue our
nationsfir free trade among
Sllltsnsfof 1_}ﬂle often unnoticed re-
abroaq ese capital investments
. ré};as begn the volume of
it urned in the form of prof-
tie I‘]‘:do':}lwdends to U.S. corpora-
ment's o ten, hos:vever, such invest-
of the b 80 require payments out
. oyaltieOme office for salaries, fees,
Yo clu‘rins’ and purchases. In fact,
a%e one gfoﬂ company payments
encino the routine factors in-
i g the demand for sterling.
of the cfll_lDS we have covered enough
Conyip anging relationships to
isce You that the U.S. econ-
. S-ann'0 longer—if, indeed, it ever
in faef 15olationist economy and,
iOn’aINOUI-d suﬁ<_3r severely if a
0 be est;fl?l'lcy of isolationism were
rass lished. Nevertheless,
Worlq inf:;ne other element of our
2 erdependence that should
of the Floned. The credit markets
free’ 5 é‘ee Wo.rld are still largely
ang g despite some exchange
?r““ndagfe controls, credit moves
ity. Bo € world with great facil-
if oil import payments
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become such a burden that the
bulk of international liquidity is
accumulated by only a handful of
oil-producing nations, there could
be moves to severely limit inter-
national financial flows. These
actions would force nations into
world trade by barter, would do
untold harm to the ongoing devel-
opment of the poorer nations, and
would impact heavily on the U.S.
position as a raw-material importer.

The positions and policies of the
United States on international
finance, trade, foreign aid, and
corporate reciprocity will all need
to be reconsidered with great care
to assure us that the international-
ization of our economy is reflected
in those policies. More specifically,
our policies need to recognize the
essential U.S. interests in con-
tinuing free trade, unhampered
credit flows, and a strengthened
export position to pay for imports
critical to our continuing economic
progress.

The views expressed are those of
the author and do not necessarily
reflect the position of the Federal
Reserve System or the opinions
of any of his associates.



New member banks

The Plaza Commerce Bank National Association, Houston, Texas, a newly
organized institution located in the territory served by the Houston Branch of
the Federal Reserve Bank of Dallas, opened for business June 19, 1974, as a
member of the Federal Reserve System. The new member bank opened with
capital of $800,000, surplus of $800,000, and undivided profits of $400,000. The
officers are: James E. Savage, President; William J. Reed, Jr., Vice President;
and Lee Firestone, Cashier.

The Churchill National Bank, San Antonio, Texas, a newly organized institution
located in the territory served by the San Antonio Branch of the Federal Reserve
Bank of Dallas, opened for business June 24, 1974, as a member of the Federal
Reserve System. The new member bank opened with capital of $300,000, surplus
of $300,000, and undivided profits of $150,000. The officers are: Richard Calvert,
Chairman of the Board; Francis N. Finch, President; Desmond M. Murphy,
Vice President and Cashier; and Terry C. Tippen, Assistant Vice President and
Loan Officer.

The Franklin National Bank, El Paso, Texas, a newly organized institution
located in the territory served by the El Paso Branch of the Federal Reserve
Bank of Dallas, opened for business July 1, 1974, as a member of the Federal
Reserve System. The new member bank opened with capital of $400,000, surplus
of $200,000, and undivided profits of $200,000. The officers are: Paul Arnold,
President; Henry Ellis, Vice President; and Jerry Franklin, Cashier.

The Union National Bank, Austin, Texas, a newly organized institution located
in the territory served by the San Antonio Branch of the Federal Reserve Bank
of Dallas, opened for business July 3, 1974, as a member of the Federal Reserve
System. The new member bank opened with capital of $300,000, surplus of
$300,000, and undivided profits of $300,000. The officers are: Victor W. Ravel,
Chairman of the Board; W. D. Parker, President; Daniel B, Wimmer, Vice
President; and Gilbert M. Martinez, Cashier.

The Lakeside National Bank, Rockwall, Texas, a newly organized institution
located in the territory served by the Head Office of the Federal Reserve Bank of
Dallas, opened for business July 12, 1974, as a member of the Federal Reserve
System. The new member bank opened with capital of $320,000, surplus of
$320,000, and undivided profits of $160,000. The officers are: Ralph M. Hall,
Chairman of the Board; J. Ross Hamm, President; Lyn McCreary, Vice
President; and Louise Roberts, Cashier.

The First National Bank in Joshua, Joshua, Texas, a newly organized institution
located in the territory served by the Head Office of the Federal Reserve Bank of
Dallas, opened for business July 15, 1974, as a member of the Federal Reserve
System. The new member bank opened with capital of $200,000, surplus of
$200,000, and undivided profits of $100,000. The officers are: Jack V. Standley,
Chairman of the Board and Acting Cashier, and James W. Lord, President.




New par banks

EélekTexas Cqmmerce Medical Bank, Houston, Texas, an insured nonmember

B nk located in the territory served by the Houston Branch of the Federal

: S;a'irserve Bank of Dallas, was added to the Par List on its opening date, June 21,
4. The officers are: Bob J. Bryant, President, and Jim Brogdon, Vice

President and Cashier.

ghe ‘We:%twood Co.mmerce Bank, Houston, Texas, an insured nonmember bank

Bcated in the territory served by the Houston Branch of the Federal Reserve

Tznk of Dallas, was added to the Par List on its opening date, June 24, 1974.
e officers are: Lloyd Ellison, President; Benny F. Pitzer, Vice President; and

Ronald L. Banks, Cashier.

irhe Me_dina Valley State Bank, Devine, Texas, an insured nonmember bank
gcated in the territory served by the San Antonio Branch of the Federal Reserve
Fank of Dallas, was added to the Par List on July 1, 1974. The officers are:
rank L. Bain, President; Howard Wallace, Vice President; and William T\
Bain, Cashier.
fPhe Ashford State Bank, Houston, Texas, an insured nonmember bank located
In the territory served by the Houston Branch of the Federal Reserve Bank of
allas, was added to the Par List on its opening date, July 1, 1974. The officers
are: Mason Webster, President, and Don Melton, Vice President and Cashier.

an insured nonmember bank

f the Federal Reserve Bank
July 3, 1974. The officers
tive Vice President;

'IP he Swi.ss Avenue State Bank, Dallas, Texas,
ocated in the territory served by the Head Office o
of Dallas, was added to the Par List on its opening date,
are: Chester Albritton, President; Doyle O. Winters, Execu
and Joe E. Hubbard, Vice President and Cashier

an insured nonmember bank located
h of the Federal Reserve Bank
July 31, 1974. The

Vice President and

The Live Oak State Bank, Fulton, Texas,
n the territory served by the San Antonio Branc
of Dallas, was added to the Par List on its opening date,
officers are: George S. Cone, Jr., President; J. C. Goodman,

Cashier; and Judy Self, Assistant Cashier.

M—__
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To
We:i} loans and investments at
enth g reporting banks in the Elev-
o ¢ Istrict rose considerably
endeq Jal‘l usual in the five weeks
exPandeud]y 17. Total deposits also
Map sl}arply, but with loan de-
bo O“‘fspecmlly heavy, the banks
2 n?d heavily in the Federal
S0 ip, g e&I‘ket to finance the large
The . ltl)land for credit.

2 re: i‘itantlal' gain in total
Byt ulted mainly from borrow-
high cos‘::mess concerns. Current
arent of marketing securities
Compgn: ly have prompted many

fI;les to borrow short-term
ditions };)m banks until market con-
Public 3 €come more favorable.
Dartioy) t111t'1es reportedly have had
Curitieg ar difficulty in selling se-
hese cog-i recent weeks. As a result,
Blzab]e Panies accounted for a
blls‘ aﬁlslt;rl:mn of the total rise in
ing ot I: oans. Consumer borrow-
than g IStrict banks rose more
€ay]y hlual;—for the first time since
S iae year:
bankzaﬂlmvestments at District
the ics Creased contraseasonally in
flegte 4 Weeks, The gain mainly re-
tractsy, g;zﬁbl'e net purchases of at-
he ¥ priced municipal issues.
Dosit arger than usual rise in de-
Chogge iesulted mainly from an in-
ang XpI; arge CD’s outstanding
Posite nfSIOn in time and savings
l‘ﬁ-%ionso States and political sub-
Nesgaq i Apparently, some busi-
he i Ye borrowing funds as a
ltn cl.ecligmnst.zil_further tightening
heg fUn(il?'dltmnS and placing
"DeratiOn In CD’s until needed for
*:ﬂb 1 ios- And states and political
itse‘ exc&?;fcC-ntn'_lued to invest
- Demand (lilnds in savings depos-
b d busi, eposits of individuals
ﬂut Some e?S%_ rose considerably,
fctoq th: this gain probably re-
rather high compensat-

.an,

ing balance requirements associ-
ated with the increased business
loan demand.

The seasonally adjusted Texas in-
dustrial production index rose over
1 percent in June. Industrial output
in the state has now risen four con-
secutive months, with the latest
gain the largest in a year. The
strength in recent months has
centered largely in nondurable
goods production. In particular,
petroleum refining and chemical
production—the two most heavily
weighted components of the in-
dex—have advanced since the lift-
ing of the Arab oil embargo.

In durable goods production,
nonelectrical machinery output has
increased in excess of 3 percent in
each of the past two months. Also,
transportation equipment remains
strong, partly due to the record
year being reported by the state’s
producers of highway truck trailers.

Mining activity was up in June,
as the largest gain in crude petro-
leum production in a year coincided
with the fifth consecutive monthly
increase in natural gas. The output
of utilities, however, was essentially
unchanged from a month before.

The labor market in the five south-
western states weakened in June, as
the civilian labor force declined for
the first time since November. Al-
though the unemployment rate—at
5.2 percent—was unchanged from
May, both total unemployment and
employment fell sharply. In fact,
the drop in employment was the
largest in more than two years. The
loss of jobs centered in construc-
tion, manufacturing, and trans-
portation and public utilities—sec-
tors where the demand for labor has
been weak all year.

The slump in new car sales in Texas
appears to have slowed in June.
Seasonally adjusted new car regis-
trations in the four largest metro-
politan counties in the state were
only 2 percent below May’s level—
one of the smallest monthly de-
clines since the slowdown began
last fall. Moreover, year-to-year
comparisons show that new car
dealers fared better in Texas than
in the nation. New car registrations
were down 15 percent in June—
roughly two-thirds of the decline
for the nation as a whole.

Department store sales in the Elev-
enth District have trended upward
since late 1973. This growth contin-
ued from mid-June to mid-July as
sales, seasonally adjusted, rose 3
percent. Retailers reported the
higher level of sales has been fairly
evenly distributed among major
product lines, but they estimated
roughly half the gains this year
have been due to higher prices.

Hot, dry weather in July caused
drouth conditions to worsen over a
widespread area of the Eleventh
District. Most severely affected
were areas in eastern New Mexico
and West Texas. Accordingly, both
livestock and crop conditions in the
Southwest were generally poor.
Lack of forage prompted increased
supplemental feeding of livestock.
And in some areas, shortages of
forage and water forced ranchers to
begin culling herds earlier and more
closely than usual.

The lack of moisture also affected
crops over a large area of the Dis-
trict states. On the High Plains of
Texas, prospects for dryland crops
are poor. The July 1 estimate of the
winter wheat harvest for the five
(Continued on back page)



CONDITION STATISTICS OF WEEKLY REPORTING COMMERCIAL BANKS

Eleventh Federal Reserve District
(Thousand dollars)

__.—IT
Jy17 Jumetz Juys, Juy17, Junetz, 44"
ASSETS 1974 1974 1973 LIABILITIES 1974 1974 o
Federal funds sold and securities purchased Total dBPOSIS ..o 14,801,799 14,601,928 19458
under agreements to resell ... v 1,165,818 1,606,733 1,106,195 e ) 859<4‘5
Other loans and diScounts, gross ...................... 10,599,229 10,256,438 9,708,517 Total demand deposits .. e 1,150,269 g%g,ggg 4'305'53.
Individuals, part, hips, and tions .. 5,228,419 189, '483.1
Commercial and industrial loans ... 4,789,024 4,579,648 4,421,585 States and p%1|||2§[ssug§;u?2|g:§rmm on 502,435 438,208 ‘:giggs
Agricultural loans, excluding CCG U.S. Government ., 64,269 62,745 1 249.45"
certificates of interest . 261,307 263,734 272,473 Banks in the United States. 1,183,324 1,177,713
Loans to birokars and ldaulars for Foreign: 6
purchasing or carrying: G | B
0.5, Government securities. . 1260 1,263 822 [ A B G a762 1924 oo
Other securities .. esbessanenss 38,803 48,915 45,726 Commercial banks .......... 71,609 65,631 124,908
Other loans for purchasing or carmng. Certified and officers’ checks, etc. . 105,451 112,093 5595.?92
U.S. Government securities. . TRt 3,467 3,851 7,886 Total time and savings deposits ........ ... 7842530 7553, 722 0
Other securities .. SO 443,580 447,382 493,322 Individuals, partnerships, and corpcrallons: 1 164.”5
Loans to nonbank financial institutions: Savings deposits 1,150,763 1,157,709 '5.32.733
Sales finance, personal finance, factors, Other time deposits ... 4,247,675 4,209,691 3'?12‘322
and other business credit cornpanles 166,580 145,976 171,605 States and political su 2118799 2,066,475 1 31,301
Heoallha%rta'iénléuar{s ; gggggg ; ;ggg?z ; gég-;gg g -S. Government (including posta 10,534 o (11;; 33,238
Poalects ;-10“}““; prien e i ?;:?; J ;8:337 el ngelisr:n the United Stales .................. 89,411 | .
Loans to foreign banks ............. y 939 58,379 G !
Consumer instalment loans ... 1069424 1,045:389 1,041,922 apmanssollicis Instiitions oaniral 12861 13260 20
Loans to foreign governments, official Commercial banks 12,487 13,322
institutions, central banks, and international Federal funds purchased and securities sold. ¢ 2_41?.22’3
institutions 17 127 515 under agreements to repurchase .. i 3,100,418 2,871,264 =37 5
Other loans ...... 1,367,613 1,319,326 1,183,563  Other liabilities for borrowed money 168,856 166803 554, 8
Total investments . ... 4.226,819 4,212,632 3,824,187  Otherliabilities . 548,560 573,267  {g31T)
e —— ——————  Reserves on loans 181,987 179,607 13-5'7
Total U.S. Government securities... 914,401 956,514 907,730 Reserves on securities .. 20,399 19,437 1,211,747
Treasury bills .. 80,860 114,035 124,774 Total capital accounts > e 1,348,807 1,340,458 10—
}raasuw certﬁ"cmgil oé Irgebladnese: 0 0 0 HE 2N Saliatided e MRS o35
reasury notes an overnmen TOTAL LIABILITIES, RESERVES, AND 18,1015
bonds maturing: ... 20168,826 19,75 764 De——
WIthIn T YBAT......oooiioeiiieiieins 127,136 136,028 153,997 CARITALACCOUNTS - e e
1 year to 5 years .. 532,605 529,747 466,986
After 5 years .. 173,800 176,704 161,973
Obligations of states and pnliticnl subdivisions:
Tax warrants and short-term notes and bills ... 221,597 177,564 103,087
All other .. o0 2,792,140 2,793,375 2,558,280
Other bonds, curporate stocks, and securities:
Certificates representing participations in
federal agency loans . 4 9,430 9,820 9,208
. |:VA:I nthair (including Forﬂcra{}a stocks) f ggg%g; 276,259 245,881 s
ash items in process of collection . 538, 1,500,440 1,469,804 DE
Fleserveswﬂ‘?j\ Feideral R o Aok 1}33??; 804,057 863007 MAND AND TIME DEPOSITS OF MEMBER BANK
Currency and coin ... . 130,615 116,884 :
Balances with banks in the United States 453982 446925 370008 Eleventh Federal Reserve District
Balances with banks in foreign countries ., 32,421 35,438 14,794
Other assets (including investments in subsidiaries (Averages of daily figures. Million dollars)
not consolidated) . 850144 859,585 826,709 ___.—-T'S/
B o =% o sl
TOTAL ASSETS ..o 20,168,826 19,752,764 18101 035 DEMAND DEPOSITS TIME DEPO
uis. saving®
Date Total Adjusted'  Government Total =
2,
1972: June ... 12320 8,553 280 11,233 2,884
1973: June ... 13,218 9,551 279 13,374 2.333
July . 13,259 9,567 261 13,396 2,857
August...... 12,941 9,492 172 13,507 2,854
Seplember... 13039 9,442 208 13,618 2,863
October-. 13,289 9,461 239 13,795 2,871
November .. 13,455 9,816 167 13,953 2,883
CONDITION STATISTICS OF ALL MEMBER BANKS December ... 14,008 10,086 244 14,154 2,900
e 1974; January . 14,384 10,276 302 14,533 2,909
Eleventh Federal Reserve District February 13,949 10,082 264 14,919 2,958
kﬂparr;fh 12,333 10,150 260 :g: Eg 2.3;3
Mill . 13,984 10,289 236 ' 2i
(Mjlopicolsrs) May 13,553 9,880 278 15,148 2,97
June 13,742 10,030 240 15,333 =
June26, May29, June27, nks, 165
Item 1974 1974 1973 . Other than those of U.S, Government and domestic commerclal ba
items in process of collection
ASSETS
Loans and discounts, gross ....... 20,817 20,388 18,976
U.S. Government obligations .. 2,154 2,224 2,283
Other securities. . 6,813 6,687 5,932
Reserves with Federal Reserve Ban 1,613 1,948 1,239
Cash in vault ., . 380 a7s 345
Balances with banks in the United States .. 1,254 1,431 1,289
gﬂlﬂrﬁ:as with banks in Iorellgn countries® 5 ?gg 5 15153 : Gag o
ash items In process of collection ............ ' f '
Other assalsep. e 1,576 1,569 1,519 SERVE POSITIONS OF MEMBER BANKS
TOTALASSETS®! it 36,420 36,770 33,206 Eleventh Federal Reserve District
LIABILITIES AND CAPITAL ACCOUNTS (Averages of daily figures. Thousand dollars)
Demand deposits of banks ... o 1,655 1,749 1,618 ded
Other demand deposits ...... S e 1:048 12,115 11,519 4 weeks 9373
Time deposits ... 15,384 15,280 13,394 4 weeks ended 5 weeks ended July a1
P S Item July 3, 1974 June 5, 1974 a3
TotRl dapaBlts S S ni i it 28987 29,154 26,526 1,?53-512
Borrowings . 3,329 3,638 3,126 Total reserves held .. 1,999,042 1,844,878 1,461 -521
Other liabilities® ... ) 1,541 1,431 1,258 With Federal Reserve Bank . 1,669,427 1,624,941 296.982
Total capital accountse 2,563 2,547 2,296 Currency and coin ' 329,615 319,937 1}?0-249
— = Required reserves ... 2,003,925 1,963,935 LT 0
TOTAL LIABILITIES AND CAPITAL Excess reserves — 4,88 -19,0 93-339
ACCOUNTSE 36,420 36,770 83,206 Borrowings ... 125,484 126,241 106,
S === Free reserves - 130,367 — 145,298

e—Estimated




BANk
e DEBITS, END-OF-MONTH DEPOSITS, AND DEPOSIT TURNOVER
A'S in Eleventh Federal Reserve District

(Doliay
amoy
~ Msin thousands, seasonally adjusted)

DEBITS TO DEMAND DEPOSIT ACCOUNTS!

DEMAND DEPOSITS!
Percent change
A
June June 1974 from onadarate
Standard 1974 6 months,
iy {I :"'WODONIBI'I (Annual-rate May June 1974 from June 30, June Ma June
ARizon avaticalarea basis) 1974 1973 1973 1974 1974 1974 1973
A: Tue:
LOUISIAN A, M:::;é' et s N TS 151212214 -8% 21% 28% $368,671 41.8 452 6.8
5,453,261 5 15 13 122,473 43.4 405
:Ew Mexlcg.h;?e”" 22,332,103 4 33 25 387,073 60.3 57.1 ;gg
EXAS: Ablong 1342374  —12 5 23 52,913 25.7 287 25.8
Amariljp 3,941,297 -6 23 a3 161,628 247 26.8 226
S R S B I
eaumont-Bary 18,710,202 ] ] 5.4 27.7
Brownayiie g Art 10,354,382 3 28 32 324,142 31.8 31.4 6.3
Yan-Co 4,375,393 5 28 26 120,568 34.0 31.7 27.6
Corpus Chrisy| : 1,641,803 -5 9 20 61,707 26.3 27.5 25.9
Corsicana: : . 10,890,296 -3 31 42 301,467 36.1 37.5 29.0
Dallag : 781,104 2 17 16 41,610 18.6 17.9 16.0
El Pagg 256,800,911 ~i 24 41 3,170,357 81.4 87.5 68.2
Fort Worth . 714,590,447 11 24 27 326,616 44.6 41.6 365
Galvamn T . 37,354,469 -4 15 22 893,923 41.4 43.0 a7.9
Houston 5 : . 4331810 4 28 17 136,221 31.6 30.1 26.0
Killaan.Té'ﬂ':." g 233,268,305 7 43 33 3,765,328 62.2 58.8 48.0
Largdg  P@ 2,452,783 -7 -4 10 124,088 20.1 216 20,9
Lubbogk i 1,850,227 -6 24 a3 66,432 27.8 29.7 246
MoAllanFharscgiii 9,198,766 -7 14 45 242,777 a7.9 39.4 38.0
Midlang -Edinburg ... 3,998,768 5 17 21 161,529 25.0 23.9 19.4
pagg |t e 3,732,665 1 38 38 206,248 18.2 18.1 16.7
N Angelo 2,693,712 0 5 20 118,002 23.0 231 25.4
San Antonje 2,694,038 1 11 29 106,672 27.0 283 565
Sherman-peni 29,803,832 -2 8 14 877,018 335 336 30.3
Bxarkana 1[' son .. 2 1,483,247 —-14 0 12 86,561 17.2 19.9 16.9
Tylar (Texas-Arkansas) ..... 2185,252 4 4 8 95,443 23.4 226 233
BRI et e B 3,694,974 2 22 13 142,338 26.0 256 235
Wichita Faii 4,873,064 =1 10 15 164,592 30.1 34.9 281
Tut&'-—an e s s 4,846,084 0 a5 41 172,047 27.3 27.6 237
Cent — = —
T e e T et T e (BT 25.0691004 -1% 27% 33% $13,653,923 53.7 54.8 44.8

1,
2. (ohosits of |
n
County basjg dividuals, partnerships, and corporations and of states and political subdivisions

CQND
IT|
( ON oF THE FEDERAL RESERVE BANK OF DALLAS

Usang g
ol
s BUILDING PERMITS
T, Item July 24, June 19, Julg?zs. VALUATION (Dollar amounts in thousands)
Hal g 1974 1974 1973 —
:]
h",'?t}s '°$"?ﬂ:m°m“ roserves ... 345463 432,745 256,671 9
Eﬁue:é‘i‘:“s _.._....r._banks_ _____ : Grnanses 214173 100,831 112.240 ien Ju?:-_,:,?”
L%&‘;:%E?fgn‘mgczljﬁgj : 152.213 1 12,623 71,1 12 —_— b o
er:?ar ar'g"l::?ls i, 38;2'333 g?ggggg gfg;gdag June 6mos. June 6 mos. Ma June 1974 from
Sircy 381V noteg jn boats 1889124 1,590,670 1,369,458 Area ia74 1974 1974 \974 1974 1973 1978
on actua v ' el W03,
e T Py T A T Cre PP e A
wo 2543224 2511357 2346443 ARZOMA 550 304 §6,188 $47.099 —37% —G4k =83%
LOUISIANA
Monroe-
e.. 76 380 o76 8,592 —16 —55  —44
glfrﬂv:":gﬁo 1060 3935 14544 53128 180 425 16
va UAER @82 7,020 —44 —64  -59
EOf ABIONG.. e 69 459 q - :
ne...v gdp 4979 5779 30,624 40 -85 4
5 CONSTRUCTION CONTRACTS AMEING s uca 070 AT 684 I 43 558 BE2AD 207 15
Kl Beaumont ... 164 1,191 1264 25721 =32 -74 45
Beaumoi 151 W0 IR ATT0E A8 S50 R 00 B Y] 7
Brown vl 231 1490 2160 33926 -88 -2 11
Dallas | %2 8la4 41631 198206 -6 60 16
January—June Denison ..... 32 134 289 1,121 77 5 -35
Area and June May Apr _— EIPaso........ 549 3,157 10,199 101,176 —45 —44 10
) Ut ype 1974 1974 wp?ai 1974 1973r FortWortha = 31; 2'533 B'gg; 33'533 —-9; E 113{:; 4;2
Ivest i =
STA:ES'HWESTERN e " 2224 12,702 s2546 352592 - -4 -0
=l ing. ed R 212 21 ] - - -
H::' '”g'["l?:l”m"“' : 1440 el AR AR 290 oo o 46T I 071 (/20| /11593 [P E1 3 S0 63
UNJTE%UHdi" catr’,';{"""g e 349 506 3;1 3'235 2027 Midland ... 77 g;g g%g ﬁ)gg-‘z ﬁg 1:153 :gg
ST etion i 7 Odessa............ 99 i y = :
a:s'dnntig;rs I 2;2 229 194 1223 b4z Port Arthur, - 45 418 102 1,223 :g; ?gg ?g
Noesiggn Ulding 8.480 10,158 8920 47,162 50,024 San Angelo 54 401 4505 9210 485 748 3
Onbujgip @l building At 5802 3,924 19,584 24,830 San Antonio... 1,481 9,381 19,865 117.2{8}% Ll 3
A 9 Construction 1-9§9 3,120 2,842 16,161 15,416 S A T 26 255 229 aso -84 -8 o
I~ RecoNa, | SUEE 1,045 B S 9/176 BRNN 2,163 SRR 1141.7 9,777 Texarkana .. 62 419 1,869 L 0
Noydseq' ~°Uislana, New Mexi joxarkana.-- o84 1,37 3354 2188 788 2ol
SOUE{:(:D"-‘IaIIa gXcol0Kahomarand Texas Wichita Falls 79 449 761 7.019 =5
2lalls ma T e e e
5 FIW/Ddge 1d 0 llals bacause of rounding; Total26 cities . 10,289 58,108 221,265 $1419.477 —17% 9% 4%

*Hodge, McGraw-Hill, Inc,



DAILY AVERAGE PRODUCTION OF CRUDE OIL

(Thousand barrels)

Percent change from

LABOR FORCE, EMPLOYMENT, AND UNEMPLOYMENT

Five Southwestern States'
(Seasonally adjusted)

L —
June May June May June t chang®
Percen! m
4 197. 197 0
Area 197 1974 3r 974 1973 holsande ol Derecns M‘__,
FOUR SOUTHWESTERN Juné
STATES 6,362.7 6,420.9 6,611.8 -.9% -3.7% June May June MI;‘.: 1813
Louisiana 2,009.8 2 3?6.3 2.282‘2 -1.3 =-12.2 Item 1974p 1974 1973r 19 7
N Mexi 2721 141 275, 4 -2 i
Oﬂ;:hnf:&llco 490.5 516.3 524.9 -5.0 - 6.6 Civilian labor force 8,114.0 8,175.4 7.822.9 -0.8% 36
Texas 3,590.3 3.,597.2 3,521.8 -2 2.0 Total employment 7.695.6 7.750.7 7.429.6 = ; 64
Gulf Coast 699.1 706.7 692.0 =11 1.0 Total unemployment 418.4 424.7 393.4 =1 12
?951;9"95 A 1%%32 ‘gggg ‘gggg ; ;-? Unemployment rate 52% 52% 5.0% 0
ast Texas (proper . : . = 13.5 Total nonagricultural wage 35
RADNANGI kst A A Al o A and salary employment. .. 7,4355 74411 7,182 B ,; 7
: ; ! : Manutacturing 1,2831  1,200.8  1,261.9 - 24
UNITED STATES B8,982.4 8,980.5 9,208.7 0% _1,5 Durable ; 220.2 724.1 7036 = s
—Rovised = Nondurable ........ 562.9 566.6 558.4 =i 39
SOURCES: American Petroleum Institute Nonmanufacturing 6,152.4 6,150.3 5,920.1 ? d.;
U.S. Bureau of Mines Mining 246.1 2458 2358 5 2
Federal Reserve Bank of Dallas Construction ... 496.6 503.0 482.5 =1
Transportation and a7
public utilitie 505.5 507.9 487.5 -5 36
TradeGiiions 1,789.2  1,783.3  1,727.7 3 49
Finance 410.6 410.5 391.3 0 "‘;s
Service 1,2331 12347  1,1835 —k 4
Government 1.471.4 14651 14118 4
1. Arizona, Louisiana, New Mexico, Oklahoma, and Texas
2. Actual change
p—Preliminary
r—Revised
ggTE: Dotags may not add to totals because of rounding.
URCES: State employment agencies
INDUSTRIAL PRODUCTION Federal Reserve Bank of Dallas (seasonal adjustment)
(s lly adjusted indexes, 1967 = 100)
June May Apr. June
Area and type of index 1974p 1974 1974 1973 WINTER WHEAT .
TEXAS
Total industrial production 141.7 140.2 138.2r 137.3 ACREAGE
Manufacturing . 8 147.3 145.5 143.9r 142.5 (Thousand acres) puCTION
Durable G 162.2 160.4 158.7 157.1 — . — PRODU( bushels)
Nondurable ; 136.5 134.7 133.2r 132.0 For harvest Harvested (T heu?-_aﬂ_ s of
Mining : 122.5 121.2 117.5r 119.3 — — - A crggz
Utilities ... he ; 163.6 163.2 164.9r 157.9 Crop of Crop of Crop of Crop 1‘}[ 1973 1
UNITED STATES Area 1974 1973 1972 1974 s ___d__—-s‘;
Total industrial production . 125.5 125.5 124.9r 125.6 e T T T 15120 ""ew
Manufacturing S 125.5 125.6 124.8r 125.6r Arizona .........oueses 235 216 170 15,745 ‘296 4,335
Durable 122.0 121.9 120.6r 123.0r Louisiana.............. 40 18 30 1,000 8,526 59.100
Nondurable 130.8 131.1 130.8r 129.3 New Mexico.......... 191 289 170 3,438 15?.800 “'000
Mining 111 1116 111.3r 109.5r Oklahoma .......... 6,200 5,260 3,900 130,200 gaeo0 A=
Utilities 148.5 148.7 148.7r 151.6r Texas.. ; 3,300 3,400 2,000 59,400  98.50% T50A15
st i llatets S w2 h
p—Preliminary Total.............. 9,966 9,183 6,270 209,783 28044 =

r—Revised
SOURCES: Board of Governors of the Federal Reserve System
Federal Reserve Bank of Dallas

District states was 25 percent below
the 1973 crop. But along the coastal
areas of Texas and Louisiana, the
crop outlook appears good—espe-
cially for rice.

The cattle feeding industry has
suffered heavy financial losses since
last fall. Consequently, there were
only 2.7 million head on feed in the
District states on July 1—down 22
percent from a year earlier. For the
April-June period, the number of
cattle placed on feed was off a dra-
matic 43 percent from the same
time a year earlier.

1. Indicated Ju

Iy 1
SOURCE: U.S. 5apartm ent of Agriculture

The outlook for cattle feeders,
however, may be improving. A de-
cline in feeder cattle prices and a
rise in prices for slaughter cattle in
July gave cattle feeders some en-
couragement that earnings might
improve moderately in the last half
of the year.

Because of an overall weakening
in farm prices, growth in cash re-
ceipts from farm and ranch mar-
ketings in District states slowed
considerably in the January-May
period this year. Crop and livestock
receipts totaled $4.1 billion in the

five months but were still 15 P 4
cent higher than in the sameé be-
in 1973. Compared with a yea* '
fore, crop receipts in 1974 -ad‘l’,ie_
more than 50 percent, while 1“ y
stock receipts were only sligh

higher.





