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Federal Funds-

Mar ket Expansion Aids 
Mobilization of Funds 

A basic function of commercial 
banks is the mobilization of finan­
cial resources in support of eco­
nomic activity. Banks attract 
short-term funds from businesses, 
consumers, and government, reem­
ploying the funds mainly for short­
term use through the loans and 
investments they make. When 
credit conditions tighten and in­
terest rates rise, the volume of 
funds grows slowly and banks in­
tensify their efforts to mobilize 
the existing supply. 

In recent years, the Federal 
funds market has become increas­
ingly important in this mobiliza­
tion process. From a volume of less 
than $17 billion at the end of 1970, 
purchases of Federal funds by com­
mercial banks had more than tri­
pled by the end of 1973, reaching 
Over $50 billion. This was faster 
~han the increase in any other ma­
Jor category of bank liability. 

Early development 

~he Federal funds market emerged 
m N ew York in 1921 in response 
to the regulatory framework of the 
developing Federal Reserve Sys­
tem. The Federal Reserve Act had 
established reserve requirements 
for members of the System and 
specified member banks would 
maintain account balances at Fed­
eral Reserve banks to meet these 
reqUirements, at least partially. 

It was only a matter of time be­
fore large banks began lending 
(selling) funds to each other with 
checks drawn on their balances at -

Federal Reserve banks.1 Member 
banks that had accumulated funds 
in excess of their required reserves 
simply wrote checks to banks need­
ing funds to meet temporary defi­
ciencies in their reserve positions. 

The nature of the market re­
mained essentially unchanged for 
many years, with transactions 
serving principally for short-term 

Federal Funds Transactions 

adjustments in the reserve posi­
tions of large banks. Since the early 
1950's, however, the market has 
changed considerably. 

Participation has spread across 
the country to include a large pro­
portion of even very small banks. 
In addition, some large companies 
not engaged in commercial bank­
ing now participate in the market. 
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1. Although n snle of Federnl funds is clent'ly in the nnture of n lonn, "purchnse" and "sell" are often used in plnce of "borrow" and "lend." 
'r?is usnge stems partly from the prnctice in the enrly dnys of the market for the borrowing bnnk to pny for funds at the time of the borrowing 
with a check thnt would be sent to n clenringhouse and pnid to the lender the next dny. This arrnngement for immediate pnyment gave the trnnsaction 
the chnrncter of n purchnse nnd snle. In 1963, this terminology was given formnl recognition in a controversinl ruling by the Comptroller of the 
Curl'ency that declared a Federnl funds trnnsnction does not crente nn ohllgation subject to bank borrowing and lending limits but should be 
considered n purchase and sale of funds . 
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COMMERCIAL BANKS IN THE FEDERAL FUNDS MARKET 

Eleventh Federal Reserve District 

(End-aI-year ligures) 

Percent 01 banks 
Total number 01 Selling Buying 

Bank deposit size District banks Federal lunds Federal lunds 
(Million dollars) 1970 1973 1970 1973 1970 1973 

Member banks 
$500 or more 6 9 83.3% 100.0% 100;0% 100.0% 
$100 to $499 .... 33 40 90.9 90.0 90.9 95.0 
$50 to $99 ..... 28 41 75.0 75.6 53.6 61.0 
$10 to $49 ... 241 334 64.7 82.3 7.5 11.7 
Less than $10 .. . 326 218 54.9 80.7 2.5 4.1 

All sizes ..... 634 642 61.7 82.1 12.1 18.7 
Nonmember banks 

$500 or more ... 0 0 
$100 to $499 .. . . 1 8 100.0 75.0 .0 75.0 
$50 to $99 ..... 17 29 70.6 69.0 5.9 20.7 
$10 to $49 ..... 217 332 51.6 76.5 2.3 10.2 
Less than $10 . ,. 464 410 38.6 74.1 1.7 3.9 

All sizes ..... 699 779 43.5 75.0 2.0 8.0 
All banks 

$500 or more ... 6 9 83.3 100.0 100.0 100.0 
$100 to $499 . . .. 34 48 
$50 to $99 . .... 45 70 
$10 to $49, ..... 458 666 
Less than ~10 . .. 790 628 

All sizes . . . . . 1,333 1,421 

SOURCES: Federal Deposit I nsuranee Corporation 
Federal Reserve Bank 01 Dallas 

Many participants now invest 
continuously in the market, rather 
than for just a day or two at a 
time. And some large banks, in­
stead of buying occasionally for 
temporary adjustments, buy (bor­
row) funds continuously to sup­
port loans. 

Expansion of the Federal funds 
market in the Eleventh District 
has been rapid in terms of both 
the number of banks participating 
in the market and the average size 
of transactions. Where at the end 
of 1970, fewer than half of the 
banks in the District sold Federal 
funds, at the end of 1973, almost 
80 percent were selling funds. And 
while the average amount sold was 
only $2.2 million at the end of 
1970, the average was $3.3 million 
by the end of 1973. 

Despite gains by nonmembers in 
recent years, fewer nonmember 
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91.2 87.5 88.2 
73.3 72.8 35.5 
58.5 79.4 5.0 
45.3 76.4 2.0 
46.7% 78.2% 6.1% 

banks participate in the Federal 
funds market than member banks 
of comparable size. Moreover, non­
member banks that do participate 
sell smaller amounts, on average, 
than member banks. 

Only member banks, of course, 
maintain balances of immediately 
available funds at Federal Reserve 
banks-balances that can be trans­
ferred directly to the account of 
any other member bank in the na­
tion. Nonmember bank participa­
tion, however, is limited to banks 
at which they have correspondent 
balances. 

Small-bank participation 

The sharp rise in the Federal funds 
rate in recent years is partly re­
sponsible for the rapid growth in 
sales. Transactions that were not 
worthwhile at 4 or 5 percent in 
1971 and 1972 became profitable 

91.7 
44.3 
11.0 
4.0 

12.8% 

when the rate paid on Federal 
funds rose sharply higher-to a level 
as high as 10 percent in 1973. 

The higher yields on Federal 
funds sales were especially impor­
tant in increasing the participation 
of small banks. Until recent years, 
transactions of less than $1 million 
were rare. And as long as transac­
tions were large, most small banks 
were excluded from the market. 

The rise in interest rates, how­
ever, made smaller transactions 
profitable, allowing small banks to 
participate. With more attractive 
yields and the development of 
convenient trading arrangements 
between correspondent banks, 
transactions of less than $100,000 
became so commonplace that even 
the smallest banks sell funds. 

As a result, the proportion of 
banks with less than $10 million 
in deposits that sell Federal funds 



has increased markedly-rising 
from 55 percent in 1970 to more 
than ~O percent in 1973. During 
t?~t tIme, the proportion of par­
tIcIpating banks with $10 million 
to $50 million in deposits increased 
from 65 percent to 82 percent. 

enth District. And their influence 
is growing, despite increased par­
ticipation by small banks. 

At the end of 1970, six banks in 
the District held deposits of more 
than $500 million. Together, they 
accounted for about 37 percent of 
the Federal funds sold in the Dis­
trict and more than 75 percent of 
the funds purchased. 

. Once participation became fea­
sIble, small banks became an im­
portant source of funds in the mar­
ket. Since loans and deposits of 
small banks, particularly in agri­
cultural areas, are subject to strong 
seasonal pressures, small banks 
hold a large part of their assets in 
readily marketable form. 

As small transactions in Federal 
funds became feasible, small banks 
were able to substitute Federal 
funds sales for some of the other 
assets they had been holding as 
secondary reserves. By the end of 
1973, banks with less than $50 mil­
lion in deposits held only 27 per­
cent of their assets in cash, deposits 
at other banks, and Government 
and agency securities, compared 
with 32 percent at the end of 1970. 

Large-bank domination 

Large banks still dominate the 
Federal funds market in the Elev-

By the end of 1973, there were 
nine banl{8 that size. But even 
though these banks held only a 
fourth of the total deposits in the 
District, they accounted for almost 
two-thirds of the Federal funds 

-

Defining Federal funds 

Originally, the term "Federal funds" applied 
only to Federal Reserve funds-deposits that 
member banks maintain at Federal Reserve 
banks. Checks written against these de­
posits are universally accepted by member 
banks as immediate and final payment. Be­
cause of this acceptance, the recipient of a 
check drawn on a Federal Reserve bank can 
present the check at a commercial bank and 
immediately obtain funds. A check drawn 
on a commercial bank, on the other hand, 
~annot be presented for immediate payment 
10 most cases. 

In recent years, however, a market has 
developed for "immediately available funds" 
that are not member bank deposits at Fed­
~ral Reserve banks but are, nevertheless, 
Immediately available and trade at, or close 
to, the Federal funds rate. A nonmember 
bank, for example, may lend money directly 
to a correspondent bank with which it has 
an account, and these funds are imme­
diately available to the borrowing bank 
from the lender's correspondent account. 
:'-n individual or corporation may also lend 
lffimediately available funds to a bank where 
it has funds on deposit by purchasing short­
term U.S. Government or agency securities 
under a repurchase agreement. In both 
cases, the money is immediately available 
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to the borrower since it is already on deposit 
at the borrowing bank. 

Still, there is an important difference be­
tween Federal funds as originally defined 
and other immediately available funds. A 
check drawn on a Federal Reserve bank 
will be accepted and paId immediately at 
almost any bank in the United States. In 
the case of "immediately available funds," 
however, the money is immediately avail­
able to the borrowing bank only if it is al­
ready on deposit in the lender's account at 
the borrowing bank. If the lender's account 
is at another bank, the borrowing bank has 
to await collection of the funds, in which 
case they are not immediately available. 

Nevertheless, immediately available funds 
and member bank balances at Federal Re­
serve banks are increasingly referred to by 
market participants under the common 
term of "Federal funds." In fact, instruc­
tions for filling out the Report of Condition 
by both national banks and state banks 
that are members of the Federal Reserve 
System direct these banks to include as 
Federal funds all transactions involving the 
disposition of immediately available funds. 
In this article, references to Federal funds 
include those "immediately available funds" 
unless otherwise indicated. 

3 



SALES OF FEDERAL FUNDS BY COMMERCIAL BANKS 

Eleventh Federal Reserve District 

(End-of-year figures. Million dollars) 

Bank deposit size Total sales 
(Million dollars) 1970 1971 1972 1973 1970 

Member banks 
$500 or more $551 $966 $1,050 $1,366 $110.1 
$100 to $499 325 331 476 699 10.8 
$50 to $99 65 93 143 183 3.1 
$10 to $49 214 260 368 513 1.4 
Less than $10 .. . 98 92 104 141 .5 

All sizes 1,252 1,742 2,141 2,902 3.2 
Nonmember banks 

$500 or more 0 0 0 0 
$100 to $499 .. .. 5 32 42 86 5.0 
$50 to $99 ..... . 43 47 60 104 3.6 
$10 to $49 .... .. 134 209 255 406 1.2 
Less than $10 70 100 129 191 .4 

All sizes 251 388 486 786 .8 
All banks 

$500 or more 551 966 1,050 1,366 110.1 
$100 to $499 330 362 518 785 10.6 
$50 to $99 .... 108 140 203 287 3.3 
$10 to $49 .... .. 347 469 623 919 1.3 
Less than $10 ., . 168 193 233 332 .5 

All sizes .. . ... $1,503 $2,130 $2,627 $3,689 $2.~ 

NOTE: Details may not add to totals because of rounding . 
SOU RCES: Federal Deposit I nsurance Corporation 

Federal Reserve Bank of Dallas 

sales and four-fifths of the pur­
chases in the District. 

Participation by others 
In late 1969 and early 1970, a 
growing number of banks began 
making participation in the Fed­
eral funds market available to busi­
ness corporations. To limit this 
practice, the Board of Governors 
of the Federal Reserve System ex­
panded the definition of deposits 
to include most short-term borrow­
ings by member banks. 

To ascertain dollar amounts of 
reserve requirements and admin­
ister the ceilings on rates banks 
could pay on specified types of 
liabilities, the Board redefined de­
posits in 1970 to include "a mem­
ber bank's liability on any prom­
issory note, acknowledgment of 
advance, due bill, or similar obli­
gation (written or oral) that is 
issued or undertaken by a member 
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bank principally as a means of ob­
taining funds to be used in its 
banking business." 

This amendment to Federal Re­
serve regulations would have effec­
tively ended the Federal funds mar­
ket by subjecting all short-term 
borrowing to reserve requirements 
and interest rate ceilings. But im­
portant exceptions to this reclassi­
fication allowed wide participation 
in the market to continue. 

One exception kept the market 
open for borrowing and lending be­
tween "banks"-broadly defined to 
include not only commercial banks 
(member and nonmember) but 
also savings banks, savings and 
loan associations, cooperative 
banks, foreign banks, and certain 
bank subsidiaries. 

Another exception allowed banks 
to borrow through the use of re­
purchase agreements involving 
"direct obligations of, or obliga-

.. 

--Average sales 
1971 1972 1973 --

$120.7 $131.3 $151 .8 
10.6 15.3 19.4 
4.0 4.3 5.9 
1.4 1.6 1.9 

.6 .6 .8 
4.2 4.4 5.5 

10.5 7.0 14.4 
4.2 3.8 5.2 
1.3 1.4 1.6 

.5 .5 .6 
1.0 1.1 1.3 

120.7 131.3 151.8 
10.7 13.9 18.7 

4.1 4.1 5.6 
1.4 1.5 1.7 
.5 .5 .7 

$2.7 $2.8 $3.3 

--

tions that are fully guaranteed as 
to principal and interest by, the 
United States or any agency 
thereof that the bank is obligated 
to repurchase." This exclusion of 
repurchase agreements on Govern­
ment and agency securities kept 
the Federal funds market available 
to nonbank investors. 

While sources other than com­
mercial banks probably supply 
only a small part of the Federal 
funds sold to banks in the Eleventh 
District, participation by nonbanlt 
investors is more extensive in ma­
jor financial centers. This is espe­
cially true in New York, where 
many large corporations with the 
resources and expertise needed to 
participate in the market maintain 
their national offices and do most 
of their banking. 

At the end of 1973, commercial 
banks in the United States re­
ported net borrowing of almost $16 



PURCHASES OF FEDERAL FUNDS BY COMMERCIAL BANKS 

Eleventh Federal Reserve District 

(End-ol-year figures. Million dollars) 

Bank deposit size Total purchases 
(M i llion dollars) 1970 1971 1972 1973 1970 

Member banks 
$500 or more $989 $1,453 
$100 to $499 .... 

$2,001 $2,778 $164.8 
9.2 
1.2 

.7 

.3 
16.9 

276 
$50 to $99 . . . . , . 19 
$10 to $49 12 
Less than $10 ': : : 2 

All sizes 
Nonmember ba~k~ ' . . 

1,298 

$500 or more .. .. 0 
$100 to $499 0 
$50 to $99 .. : : : : 6 
$10 to $49 ...... 2 
Less than $10 . .. 3 

All sizes .. 12 
All banks 

$500 or more . . .. 989 
$100 to $499 .... 276 
$50 to $99 25 
$10 to $49 ::: : :: 14 
Less than $10 6 

316 
25 
13 

1 
1,808 

0 
5 
4 

17 
2 

28 

1,453 
321 
29 
29 
3 

433 
46 
31 

1 
2,512 

0 
8 

13 
13 
5 

40 

2,001 
442 
59 
44 
6 

581 
52 
35 

2 
3,449 

0 
33 
23 
25 
5 

86 

2,778 
614 
75 
60 
7 

6.4 
.5 
.4 
.9 

All sizes $1,310 $1,836 $2,551 $3,535 

164.8 
9.2 
1.6 

.6 

.4 
$14.4 

~gG~c Details may not add to totals because of rounding . 
ES: Federal Deposit Insurance Corporation 

Federal Reserve Bank of Dallas 

billion through Federal funds pur­
chases and sales of securities un­
der repurchase agreements. Thus, 
almost a third of the total Federal 
~unds volume of $51.2 billion orig­
Inated at sources other than com­
mercial banks. 

Redistribution of reserves 

The Federal funds market facili­
tates the distribution of reserves 
among banks, contributing to the 
efficient allocation of bank credit. 
This mobilization of reserves is 
pa~ticularly important in Texas, 
whIch, like other unit-banking 
states, is characterized by a large 
number of small banks. Texas has 
over 1,400 banks. Of these, more 
than 90 percent have less than $50 
million in deposits and almost half 
have deposits less than $10 million. 
. ~here are, of course, practical 

hrntts to the lending capacity of 
small banks. But there are also 
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legal restrictions on the lending 
of most banks. National banks are 
not allowed to lend anyone bor­
rower an amount that is more than 
10 percent of the bank's capital 
stock plus its unimpaired surplus. 

Because of capacity and legal 
limitations, even large banks in 
the Eleventh District have indi­
cated they cannot meet all the 
banking needs of their largest 
corporate customers. The Federal 
funds market provides one mecha­
nism for large banks in financial 
centers across the country to gain 
access to the resources of a large 
number of small banks. And as 
funds sold in the market earn com­
petitive rates of interest, the mar­
ket, in effect, gives the small banks 
a share of the income earned from 
the eventual use to which these 
funds are put. 

Net purchases and sales of par­
ticipating banks give an indication 

Average purchases 
1971 1972 1973 

$181.6 $250.0 $308.7 
9.6 12.7 15.3 
1.6 2.4 2.1 

.5 1.0 .9 

.2 .3 .2 
20.8 25.9 28.7 

2.7 2.8 5.5 
1.1 3.3 3.9 

.8 .6 .7 

.2 .4 .3 

.8 1.0 1.4 

181.6 250.1 308.7 
9.2 11 .9 13.9 
1.5 2.5 2.4 
.7 .8 .8 
.2 .4 .3 

$14.9 $18.6 $19.4 

of the impact of the market on the 
final distribution of funds. Net pur­
chases in the Eleventh District are 
highly concentrated. At the end of 
1973, more than 180 banks pur­
chased Federal funds but only half 
of them purchased more than they 
sold. And the five largest banks 
accounted for 87 percent of the net 
purchases. 

Conversely, net sales were 
widely dispersed. Nearly 1,100 
banks in the District were net 
sellers. Most of them were small. 
About 1,000 banks with deposits 
less than $50 million accounted 
for two-thirds of the net sales by 
banks in the District. 

Reduction of excess reserves 

In addition to providing an effi­
cient mechanism for the redistribu­
tion of reserves, the Federal funds 
market probably contributes to a 
reduction in the amount of reserves 
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NET SALES AND PURCHASES OF FEDERAL FUNDS 
BY COMMERCIAL BANKS, DECEMBER 31, 1973 

Eleventh Federal Reserve District 

Total 
Net sales Net purchases number 

of Number Amount Number Amount 
Bank daposlt size District of (Million of (Million 
(Million dollars) banks banks dollars) banks dollars) 

Member banks 
$500 or more .... 9 4 $46.2 5 $1 ,458.0 
$100 to $499 .... 40 25 253.4 14 135.8 
$50 to $99 .... .. 41 29 144.7 8 13.8 
$10 to $49 334 271 498.2 19 20.4 
Less than $10 ... 218 175 140.3 6 1.0 

All sizes .. . .. . 642 504 1,082.9 52 1,629.1 
Nonmember banks 

$500 or more .... 0 0 0 
$100 to $499 . . .. 8 6 53.9 1 .5 
$50 to $99 .. .... 29 19 99.9 5 19.3 
$10 to $49 . .... . 332 253 399.6 21 18.5 
Less than $10 .,. 410 303 189.9 14 4.3 

All sizes . . . . .. 779 581 743.3 41 42.6 
All banks 

$500 or more 9 4 46.2 5 1,458.0 
$100 to $499 .... 48 31 307.3 15 136.3 
$50 to $99 ..... . 70 48 244.6 13 33.1 
$10 to $49 ...... 666 524 897.8 40 38.9 
Less than $10 ... 628 478 330.2 20 5.3 

All sizes .... . . 1,421 1,085 $1,826.2 93 $1,671 .7 

NOTE: Details may not add to totals because of rounding. 
SOURCES: Federal Deposit Insurance Corporation 

Federal Reserve Bank of Dallas 

banks want to hold in excess of 
their reserve requirements. Most 
Federal funds transactions either 
have specified one-day maturities 
or can be canceled on one day's 
notice. For that reason, the sale 
of Federal funds is one of the safest 
and most liquid investments avail­
able to a bank. 

The sale of Federal funds, there­
fore, provides an attractive alter­
native to holding funds in excess 
reserves. Also, since the market 
can be used to meet temporary de-
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ficiencies in reserve positions, net 
purchasers can often hold lower ex­
cess reserves than they would in 
the absence of such a market. 

As no new reserves are created 
in the Federal funds market, the 
impact of the market can be mea­
suted by the increased use of exist­
ing reserves. One measure is the 
change in the amount of excess 
reserves at member banks. 

While other influences have con­
tributed to the reduction in excess 
reserves, the Federal funds market 

... 
has also had an impact. Since 1960, 
excess reserves at member banks 
have dropped from about $750 mil­
lion to about $200 million. That is 
a decline from about 4 percent of 
total reserves in 1960 to less than 
1 percent today. 

Financial resources are further 
mobilized by the Federal funds 
market freeing reserves that would 
otherwise be held against deposits. 
When investors other than com­
mercial banks participate in the 
market, their sales result in a net 
increase in excess reserves-for the 
purchasing bank and the bank­
ing system as a whole. The amount 
of the increase depends on the re­
serve requirements of the purchas­
ing bank. 

In summary, then, expansion of 
the Federal funds market has con­
tributed to a more efficient use of 
funds in the banking system. High 
interest rates have made smaller 
transactions feasible, allowing 
increased participation of small 
banks. With this increase in par­
ticipation and the continued heavY 
use of the market by large banks, 
the proportion of assets in the 
banking system held in excess 
reserves has been reduced. 

-Edward E. Veazey 



Labor Market-

Unemployment Rate Gives 

Only Part of the Picture 

Of all the economic factors affect­
ing a household, a sudden loss of 
employment by the head of the 
?ousehold and the resulting lack of 
Income can be the most serious. 
Wages and salaries account for 
about 65 percent of personal in­
come in the United States. For 
most people, the proportion is 
closer to 100 percent. Wage and 
salary incomes, in fact, are so cru­
cial in the American economy that 
a commitment to orderly labor 
markets and relatively full em­
ployment was made a matter of 
national policy by the Employ­
ment Act of 1946. 

One of the most widely used in­
dicators of conditions in labor 
markets is the unemployment 
rate-the percentage of the labor 
force without jobs. To calculate 
this rate, the Government must, of 
course, first determine the size of 
the labor force. Essentially, any­
one employed or actively seeking 
work is counted as a member of 
the labor force. 

While the unemployment rate is 
indicative of conditions in labor 
markets, there is a great deal of in­
formation it does not convey. It 
gives no indication, for example, 
how fast employers are hiring new 

Flow of Workers in the Labor Force 

workers. Nor does it tell how many 
workers are leaving their jobs or 
whether their separations are vol­
untary or involuntary. 

Answers to these questions are 
also important for an understand­
ing of conditions in labor markets. 
Fortunately, there are statistics 
that provide this information. The 
usefulness of these data can be 
highlighted by examining the flow 
of workers in labor markets. 

Movement in the market 

The diagram shows the movement 
of workers in a simplified labor 
market. The box in the center rep-

QUITS 
EMPLOYED 

NEW 
NOT MEMBERS OF ENTRANTS 
THE LABOR FORCE 1------. 

UNEMPLOYED LESS 
THAN FIVE WEEKS 

LAYOFFS 

NEW HIRES 

RECALLS ~ 

1, .... ,.,111 .... ,11.' .... " ................. , ... . 

UNEMPLOYED MORE 
THAN FIVE WEEKS 
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NEW HIRES 

RECALLS 
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Quits and layoffs generally move inversely ... 

PERCENT OF U.S. MANUFACTURING EMPLOYMENT PER MONTH 

3---------------------------------------------------------

2-

1-
LAYOFFS 

o -.--------'I------rl--------rl--------r-II l/ 1 
1954 1959 1964 1969 1974 1974 

SOURCE : U.S. Bureau of Labor Statistics 

resents the unemployed-people 
not working but seeking work. At 
the right are employed workers. 
And at the upper left are others, 
such as students, children, and re­
tired workers, that do not work and 
do not want to work at the time. 

The flow of workers between 
jobs is very large in the United 
States. For example, in the manu­
facturing sector, which employs 
roughly a fifth of the total labor 
force in the United States, an av­
erage of 4.6 percent of the workers 

.. 
left their jobs each month in 1973. 
That means more than half the 
jobs in manufacturing were va­
cated during the year. 

But manufacturers filled new 
vacancies even faster. Additions 
were made to their work force at 
the rate of 4.8 percent a month. 

These flows of people in the mar­
ket are large relative to both the 
size of the labor force and the 
number of workers unemployed at 
anyone time. In 1973, the unem­
ployment rate reached its high for 
the year in February, averaging 
5.1 percent. Its low for the year 
came in October, at 4.6 percent. It 
stayed within a half-point range, 
despite turnovers averaging more 
than 4.5 percent a month. 

Even when the unemployment 
rate reached 6.0 percent in Oc­
tober 1974, manufacturers had 
been adding workers in the first 
ten months of the year at the av­
erage monthly rate of 4.3 percent 
of their total work force. But work-

As circumstances change, people 
that have not been in the labor 
force begin looking for employ­
ment. Students, women interested 
in careers, and retirees wanting to 
start a second career are examples 
of new entrants into the labor 
force. These new entrants are rep­
resented by the arrow into the 
unemployed box. 

... while accessions and separations usually move together 

PERCENT OF U.S . MANUFACTURING EMPLOYMENT PER MONTH 

Among those working, many will 
leave their jobs for one reason or 
another and look for new employ­
ment. And some employers will lay 
off workers. Movement of these 
workers is shown by the arrows la­
beled "quits" and "layoffs." 

Even as some employers are re­
ducing their work force, others will 
be expanding production, hiring 
new employees. Still others, pull­
ing out of a sales slump, will be 
recalling workers previously laid 
off. Movement of these workers is, 
shown by the arrows labeled "new 
hires" and "recalls." 
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ers had been leaving jobs in manu­
facturing at the monthly rate of 
4.7 percent. 

It appears, then, that labor mar­
kets were closely balanced in 1973 
and even in 1974. On average, the 
rate at which employers added 
workers to their payrolls (the ac­
cession rate) was almost equal to 
the rate at which they lost work­
ers (the separation rate). The ac­
cession rate includes new hires and 
recalls. The separation rate in­
cludes workers that quit and those 
that are fired, retired, or laid off 
temporarily. 

Unemployment rises and falls 
as the sum of separations and new 
entrants to the labor force exceeds 
or falls short of total accessions 
and exits from the labor force. A 
c?ange in the unemployment rate 
glves some idea of the difference 
between accession and separation 
rates, but it does not tell how large 
those rates are. 

In the Eleventh District, for ex­
ample, both the accession and sep­
aration rates are higher in Dallas, 
Fort Worth, Houston, and San 
Antonio than they are in the na­
tion. But unemployment rates in 
all four cities are smaller than in 
the nation, suggesting that unem­
ployment rates do not adequately 
reflect the size of labor turnover. 

Accessions and separations 
Accession and separation rates in 
manufacturing have been remark­
ably close in most years, including 
booms and recessions. Although 
the actions of employers are also 
important, the behavior of workers 
themselves accounts for much of 
the near-equality of the two rates. 

In times of prosperity, employ­
ers add new positions and reduce 
layoffs and workers quit jobs to 
look for better ones. With a large 
number of quits, employers have 
vacancies that must be filled and 

new hirings rise. In recessions, the 
quit rate eases off as workers try 
to keep their jobs. But as sales and 
production decline, employers in­
crease layoffs and cut back on hir­
ings. Generally then, quits, new 
hires, and vacancies move in the 
opposite direction from layoffs. 

The unemployment rate does 
not show the relative sizes of quit, 
layoff, and vacancy rates. In 1970, 
the annual average unemployment 
rate was 4.9 percent, while the 
layoff rate was the highest in ten 
years and the quit rate was close 
to a ten-year low. In 1973, the av­
erage annual unemployment rate 
was again 4.9 percent. But layoffs 
were at a 20-year low and quits 
were at a 20-year high. 

A better understanding of con­
ditions in labor markets, therefore, 
requires knowledge of not only the 
unemployment rate but also quit, 
layoff, and vacancy rates. While it 
is important to know how many 

Accessions and separations higher in the District than in the nation ... 

PERCENT OF MANUFACTURING EMPLOYMENT PERCENT 9----______________________________ __ 
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workers are looking for jobs, it is 
also important to know how many 
jobs need filling. 

Together, unemployment and 
vacancies would give a clearer 
view of the labor market. Unfortu­
nately, there is no comprehensive 
survey program for obtaining va­
cancy rates, as there is for obtain­
ing unemployment rates. But there 
may be another means of gauging 
changes in vacancy rates. 

The composition ratio 
In an analysis of workers in the la­
bor market, a distinction could be 
made between those unemployed 
for less than five weeks and those 
unemployed longer. Whether they 
quit their jobs, are laid off, or are 

looking for work for the first time, 
members of the labor force that are 
unemployed engage in some sort of 
search for work, such as answering 
help-wanted ads or registering 
with an employment agency. 

If there are many vacancies, 
they stand a good chance of find­
ing work before they have been 
unemployed five weeks. If there 
are few vacancies, their chances 
are poorer. As time passes, workers 
that have not been able to find 
work pile up in the ranks of those 
unemployed more than five weeks. 

Therefore, as vacancy rates rise, 
the proportion of the unemployed 
that are out of work for less than 
five weeks rises. As vacancy rates 
decline, the proportion falls. 

... while high quits and low layoffs indicate tight labor markets 

PERCENT OF MANUFACTURING EMPLOYMENT PERCENT 

... 
The proportion of unemployed 

workers that have been without 
jobs less than five weeks can be 
called the composition ratio. This 
ratio usually rises when labor mar­
kets tighten during booms and 
falls when markets are easing dur­
ing recessions. 

This relationship can be illus­
trated by comparing 1958, a reces­
sion year, with 1968, a year of 
prosperity. By mid-1958, slack in 
labor markets had reduced the 
composition ratio to less than 36 
percent. But by mid-1968, when 
tight labor markets kept the va­
cancy rate high, the ratio rose to 
more than 57 percent. 

Although the composition ratio 
is tied to conditions in the labor 
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COMPOSITION RATIO 
AND UNEMPLOYMENT RATE 

Compo- Unemploy-
sltlon ment 
ratio rate Month 

1973 
November 0.53% 4.7% 
December .53 4.8 

1974 
January ..... .52 5.2 
February . . .. .51 5.2 
March ... . . . . .53 5.1 
April . . . ..... .50 5.0 
May ... . . . . . .53 5.2 
June ..... . .. .50 5.2 
July ... . . ... .52 5.3 
August ...... .51 5.4 
September ... .49 5.8 
October . .... .49 6.0 
November '" .49 6.5 

SOURCE: U.S. Bureau of Labor Statistics 

market, it can move independently 
of the unemployment rate. In May 
19~8, for example, the composition 
ratto was 54 percent. In July 1964 
it was only 41 percent. But both ' 
months, the unemployment rate 
was 4.9 percent. 

New member bank 

Since changing conditions in 
labor markets usually affect the 
duration of unemployment before 
they affect the proportion of work­
ers unemployed, the composition 
ratio typically reflects changes in 
labor markets before they are re­
flected in the unemployment rate. 
These two indicators occasionally 
even give conflicting signals_ 

A recent example 

In late 1973, for example, the sud­
den scarcity of petroleum brought 
on by the Arab oil embargo caused 
many people to expect a sharp in­
crease in unemployment. Although 
unemployment rose as expected, 
the rise was not of the magnitude 
many feared. 

According to the composition 
ratio, vacancies were running at a 
high rate in the first half of 1974. 
A high vacancy rate was also sug­
gested by the high quit rate and 
low layoff rate. For the first seven 
months of the year, quit rates 
were near their peaks and layoff 

rates were near their lows of the 
past 20 years. Only since August 
1974 have quit rates fallen and 
layoff rates increased. 

As indicated by the composition 
ratio and data on quits and lay­
offs, the period during and imme­
diately following the Arab oil em­
bargo was characterized by fairly 
tight labor markets-in spite of an 
increase in the unemployment rate. 

This period provides an excel­
lent example of circumstances 
under which more complete infor­
mation on labor markets is nec­
essary. The unemployment rate 
alone was not enough. With atten­
tion also given to quits, layoffs, 
and the composition ratio, a better 
understanding of the labor mar­
kets was possible. 

-Brian P. Sullivan 

Citizens National Bank of Temple, Temple, Texas, a newly organized institution 
located in the territory served by the Head Office of the Federal Reserve Bank 
of Dallas, opened for business November 25,1974, as a member of the Federal 
Reserve System. The new member bank opened with capital of $450,000, surplus 
of $450,000, and undivided profits of $100,000. The officers are: James T. 
Cockrell, President; Bill Spurlin, Senior Vice President; and Bob Bell, Vice 
President and Cashier. 

New par bank 

Island Bank, South Padre Island, Texas, a newly organized insured nonmember 
bank located in the territory served by the San Antonio Branch of the Federal 
Reserve Bank of Dallas, opened for business December 9, 1974, remitting at par. 
The officers are: Evan Hurst, President; W. Gerald Norman, Executive Vice 
President and Acting Executive Officer; Maria P. Gracia, Cashier; and Daisy A. 
Jackson, Assistant Cashier. 
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Statistical Supplement to the Business Review 

Total credit at weekly reporting 
banks in the Eleventh District rose 
somewhat less than usual in the 
four weeks ended December 11 as 
total loans declined contraseason­
~lly. And with substantial deposit 
mflows, these banks increased their 
investment portfolios considerably 
and reduced net purchases of Fed­
eral funds sharply. 

The decline in total loans re­
flected moderate lending restraint 
by area bankers, as well as reduced 
demand for bank funds. Business 
loans rose appreciably, but most of 
the rise was the result of a reclassi­
fication of existing loans by some 
banks. Mter adjustment for this re­
classification, the increase in busi­
ness loans would have been less 
than usual for the period. In addi­
tion, recent declines in commercial 
pap~r rates have prompted some 
~>usmesses to acquire needed funds 
m the commercial paper market. 
Companies have also turned to the 
bond market more in recent weeks 
to extend debt maturities. 
. Weak loan demand and a strong 
mflow of deposits enabled District 
bankers to make substantial in­
c.reases in their investment portfo­
hos. Holdings of Government se­
curities rose markedly, as area 
banks participated heavily in re­
c~~t Treasury financings. In ad­
~tIon, banks acquired a substan­
tial volume of tax-exempt munici­
pal issues. 

The net increase in total deposits 
at District banks was concentrated 
more in time and savings deposits 
than in demand deposits. States 
~nd political subdivisions sharply 
mcreased their deposits-mainly 
large CD's. The increase probably 
reflects a temporary placement of 
proceeds from recent bond sales. In­
dividuals and businesses also made 

sizable net additions to their de­
posit accounts. 

Industrial output in Texas, which 
has fluctuated within a narrow 
range since last spring, rose mod­
estly in November. Led by strength 
in petroleum-related industries, 
the seasonally adjusted Texas in­
dustrial production index recovered 
somewhat from a small decline 
in October. 

Crude oil refining increased again 
in November-the eighth time in 
nine months-and was 8 percent 
higher than a year before. In addi­
tion, the state's booming oil field 
supply industry contributed to in­
creases in output of primary metals, 
fabricated metal products, and non­
electrical machinery. 

Construction-related industries, 
on the other hand, remained de­
pressed. Output of lumber and 
wood products plummeted 17 
percent, the fourth consecutive 
month-to-month drop. Mining 
showed little change from a month 
before. Output of utilities was up, 
however, as a result of gains in the 
distribution of electricity. 

After changing little for several 
months, the labor market in the 
five southwestern states softened in 
November. Seasonally adjusted 
total employment fell slightly-a 
result of sizable losses in manufac­
turing employment, especially in 
durable goods production. 

The loss of manufacturing jobs 
more than offset small gains in non­
manufacturing employment. Ex­
cept for construction, growth rates 
in all job categories in nonmanufac­
turing were slower than in the pre­
vious two months. 

The decline in employment and 
a sharp increase in the labor force 

produced substantially higher job­
less statistics. Total unemployment 
was 11 percent higher than a month 
before, and the unemployment rate 
rose from 4.9 percent in October to 
5.4 percent. 

Consumers in the Eleventh District 
continued to cut back their spend­
ing in late 1974. Preliminary indica­
tions of Christmas buying at de­
partment stores pointed to the slow­
est sales since 1970. 

Seasonally adjusted department 
store sales declined 1.2 percent from 
mid-November to mid-December, 
continuing a sluggish trend that 
began last summer. Sales were 6 
percent lower than at midyear. 
Considering price increases, the 
drop in unit sales was much greater. 

New car sales dropped sharply 
again in November, although the 
decline was less than in October. 
Seasonally adjusted new car regis­
trations in the four largest metro­
politan counties of Texas were 13 
percent lower than in October and 
nearly a third less than the de­
pressed level of November 1973. 

Farmers in the Eleventh District 
made rapid progress with harvests 
in December. Yields of most crops, 
however, fell short of 1973 levels. 
Based on December 1 conditions, 
·crop production in the five south­
western states was expected to be 
18 percent less than in 1973. 

Production of livestock and live­
stock products in 1974, on the other 
hand, was moderately higher than 
in 1973. Large marketings of cows 
and grass-fed calves more than off­
set the lower output of pork, lambs, 
broilers, eggs, turkeys, wool, and 
mohair. 
(Continued on back 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 CCC 

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 finance , 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, centrel 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 
All other .............. .. .......................... . 

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

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

Cash Items In ;:rocess of collection ............ . 
Reserves with Federal Reserve Bank .. 
Currenoy 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 ..... .. ............. .. 

Dec.", 
1974 

1,790,845 
10,477,699 

4,972,398 

237,919 

1,234 
33 ,201 

3,207 
423,115 

164,397 
610,598 

1,496 ,195 
55,806 
80 ,106 

1,132,801 

13 
1,266,709 
4,422 ,255 

995,021 
149,594 

0 

164,592 
477,327 
203 ,508 

144,728 
2,939,385 

27,253 
315,686 

1,533,609 
980,701 
132,051 
424,856 

30,737 

961,470 

20,754 ,223 

Nov. 13, 
1974 

1,595,655 
10,492,772 

4,869,380 

246,449 

1,231 
33,972 

5,269 
428,346 

155.860 
646,692 

1,530,691 
44,143 
72,440 

1,122,429 

14 
1,335,856 
4,245,455 

911,930 
88,282 

0 

185,631 
469,677 
168,340 

149,870 
2,861,733 

20,291 
301,631 

1,501,484 
764,939 
134,804 
419,100 

27 ,769 

933,505 

20,115,483 

CONDITION STATISTICS OF ALL MEMBER BANKS 

Eleventh Federal Reserve District 
(MIllion dollars) 

Item 
Nov. 27 , Oct. 30, 

1974 1974 

ASSETS 
Loans and discounts, gross .. 21 ,623 21,337 
U.S. Government obligations 2,079 2,057 
Other securities ........ .. ...... .. .... .. ... . 6,903 6,946 Reserves with Federal Reserve Bank .... 1,638 1,890 Cash In vault .. .. .. 354 374 
Balances with banks In"ihe '('i'riit';,Cs"Siiiies " 1,350 1,239 Balances with banks In foreign countrlese 34 37 Cash Items In process of collection 2,051 1,803 Other assetse .... ...... .. ..................... 1,788 1,720 

TOTAL ASSETSe 
37,820 37,403 

LIABILITIES AND CAPITAL ACCOUNTS 
gr;,a'dd depOSits of banks ................ .. .... 1,660 1,642 er emand depoSits . 
Time deposits . .. 12,323 11,926 

16,198 16,009 
Total deposits 

30,181 29 ,577 Borrowings ..... 
Other Ilabllltiese 3,274 3,514 

Total capital accou"t.8 ·::: :::::::::::::::::.::::::::::::::::::: 1,736 1,684 
2,629 2,628 

TOTAL LIABILITIES AND CAPITAL 
ACCOUNTse . .. . .. .... 37,820 37,403 

e-Estlmated 

Dec. 12, 
1973 

1,711 ,595 
9,762,792 

4,372,303 

294 ,984 

473 
52 ,922 

4,474 
462,354 

147,739 
701 ,638 

1,376,059 
33,684 
54,736 

1,051,967 

52 
1,209,407 
4,051,088 

970,968 
147,200 

0 

142,955 
518,055 
162,758 

148,660 
2,653,191 

17,277 
260,992 

1,511,334 
737,108 
138,045 
506,479 

13,901 

845,047 

19,277,389 

Nov. 28, 
1973 

19,461 
2,239 
6,130 
1,571 

377 
1,376 

16 
1,704 
1,608 

34,482 

1,645 
11,844 
14,074 

27,563 
3.136 
1,384 
2,399 

34 ,482 

LIABILITIES 

Total deposits 

Total demand deposits ................. ..... .. ..... .. 
Individuals, partnerships, and corporations .... .. 
States and political subdivisions . 
U.S. Government .......... .. 
Banks In the United States ........................... . 
Foreign: 

Governments, official Institutions, central 
banks, and International Institutions 

Commercial banks ...................... . 
Certified and officers' checks, etc. 

Total time and savings deposits .......................... . 
Individuals, partnerships. and corporations: 

Savings depOSits ..................................... . 
Other time depoSits ................ .. 

States and political subdivisions ....................... . 
U.S. Government (Including postal savings) .. .. 
Banks In the United States ......................... .. 
Foreign : 

Governments, official Institutions. central 
banks, and International Institutions 

Commercial banks ............................. .. 
Federal funds purchased and securities sold 

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

TOTAL LIABILITIES, RESERVES, AND 
CAPITAL ACCOUNTS 

Dec. " , Nov. 13, 
1974 1974 

15,656,318 15,228,316 
---- ----

7,385 ,613 7,185 ,577 
5,376,591 5,303 ,302 

530,506 476,247 
67 ,859 49,028 

1,237 ,832 1,177,051 

1,738 3,384 
68,669 67,182 

102,418 109,383 
8,270,705 8,042,739 

1,160,065 1,143,102 
4,742 ,741 4,695,427 
2,175,450 2,052,313 

9,919 10,103 
153,177 116,893 

18,084 15,338 
11,269 9,563 

2,648,604 2,484,850 
148,034 156,866 
678 ,571 641,765 
190,200 188,786 

21 ,464 21,448 
1,411 ,032 1,393,452 

----
20,754 ,223 20,115,483 

DEMAND AND TIME DEPOSITS OF MEMBER BANKS 

Eleventh Federal Reserve District 

(Averages of dally figures. Million dollars) 

-
Dec. 12, 

1973 

14 ,052,194 -7060,539 
5:096,292 

375 ,534 
59,886 

1,339,495 

1 944 
59:526 

127,862 
6,991 ,655 

1 142,133 
3:903,540 
1 795,895 

' 19,085 
105,1 42 

25,8~~ 

3,062,05~ 
158,75 
565 ,211 
169,168 

14,108 
1,255,906 -
19 , 277,~ 

.,.",. 

DEMAND DEPOSITS TIME DEPOSITS 

U.S. 
Date Total Adiusted ' Government Total 

1972: November .. 12,844 9,321 222 12,009 
1973: November . 13,455 9,816 167 13,953 

December .... 14.008 10,086 244 14,154 
1974: January .... .. .. 14,384 10,276 302 14,533 

February .. .. 13,949 10,082 264 14,919 
March 13,933 10,150 260 15,126 
April 13,984 10,289 236 15,143 
May 13,553 9,880 278 15,148 
June 13,742 10,030 240 15,333 
July .... .. .. .. .... 13,809 10,056 212 15,442 
Augusl.. .... .. .. 13,634 9,988 175 15,509 
September .. .. 13,740 9,973 222 15,586 
October ........ 13,687 9,976 149 15,714 
November .... 13,843 10,148 138 16,016 

1. Other than those of U.S. Government and domestic commercial 
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 
Dec. 4, 1974 

1,988,353 
1,651,976 

336,377 
1,996,808 

8,455 
76,089 

- 67,634 

5 weeks ended 
Nov. 6, 1974 

1,976,880 
1,644,676 

332,204 
1,969,566 

7,314 
113,426 

- 106,112 

-
Savlng:.....-

2,786 
2,871 
2,883 
2,900 
2,909 
2,958 
2,975 
2,962 
2,979 
2,983 
2,956 
2,952 
2,977 
3,009_ 

banks, less cas~ 

4 weeks ended 
Dec. 5. 197:""-

1,874,271 
1,558,273 

315,998 
1,865,914 

8,357 
53,797 

- 45,440 ___ 



BANK DEBITS, END-OF-MONTH DEPOSITS, AND DEPOSIT TURNOVER 
SMSA' . 

S In Eleventh Federal Reserve District 
(Dollar amount I h _ s n t ousands, seasonally adjusted) 

DEBITS TO DEMAND DEPOSIT ACCOUNTS' 

Percent change 

Nov. Nov. 1974 from 

Standard metropolitan 
1974 11 months. 

(Annual-rate Oct. Nov. 1974 from 
statistical area basis) 1974 1973 1973 

ARIZONA: Tucson 
3% 6% 21 % 

LOUISIANA: Monroe ' $16,957.549 

NE Shreveport .. · .. · 5.782.384 - 2 10 15 
22.685.078 3 22 24 

T W MEXICO: Roswell' 1.441 .643 18 7 16 
EXAS: Abilene 

·Amarilio ....... ......... 3,925.744 0 8 28 

Austin '" ........ " .. 11 .231.941 8 - 1 10 

geaumorii-pcirt;;:;i,;ur~i:iriinge , . .... " .... , .. , .. 19.634.593 5 20 32 
11.270.776 1 17 30 

B rownsvllie-Harlingen_San Ben',io" ...... , ....... " ........ 3.601.219 6 4 26 
ryan-COllege Station 1.777.120 6 1 12 Corpus Christi ................... ............... .. ....... 

Corsicana' ......... ............... 10.911 .403 - 3 12 34 

Dallas 715.088 0 6 15 

EI Paso ........... " ... ........ " ................ 305.719.644 9 35 33 

Fort Worth 14.909.068 - 5 19 24 

Galveston-Texas 'ciiy 
43.433.991 16 22 19 

Houston ....... .............. ' 5.125.994 2 39 24 

Killeen-T';mj;ie '" ................... 257.040.186 6 33 35 
Laredo .. 2.611.361 5 3 8 
LUbboCk 1.852.170 4 3 26 

~~~I~~-Pha~r-E(jiriiiii;g ..... " .......... ". 8.005.685 - 7 - 14 27 
...... "., ............ 4.202.584 6 16 19 

Odessa ... , ............. " ....... 4.433.848 10 40 40 
San Angei~ ""'"'' ................... . ......................... ... 3.101.392 11 27 24 
San Antonio " ............ ........ , ............... 2.788.720 - 2 32 31 

~~:~~an-Deiiisori ·:::·:::·'·:.:· .. 30.171.630 - 1 8 14 
1.549,003 - 15 0 9 

~'er . ana (Texas-Arkansas) 2.224.693 5 8 7 

aco ......... " ........ , .... 3.580.692 - 1 9 14 

WIChita 'Falls 4.855.943 - 7 15 15 
................... 5.245.570 - 10 40 44 

DEMAND DEPOSITS' 

Annual rate 
of turnover 

Nov. 30. Nov. Oct. Nov. 
1974 1974 1974 1973 

$347.324 43.4 41 .3 46.5 
121.147 47.1 47.7 43.1 
331.450 66.2 59.3 55.8 

52.478 27.9 23.6 26.3 
142.107 27.5 27.0 25.8 
226.054 49.2 44.7 50.7 
439.890 46.2 43.3 37.8 
313.024 35.7 34.7 33.3 
117.293 30.7 28.7 28.5 
59.615 30.2 28.6 30.4 

307.318 36.0 37.9 34 .3 
39.636 18.7 19.0 16.7 

3.051.234 98.2 89.7 78.6 
310.295 47.8 49.7 40.5 
901.576 47.7 40.5 41.1 
143.519 36.4 35.5 28.8 

3.886.159 67.0 63.4 57.9 
122.494 21.6 20.3 21.6 
64 .506 28.2 26.3 28.4 

217.705 36.3 38.8 42.6 
159.401 26.7 25.2 22.7 
209.335 21 .0 18.9 19.0 
123.271 24.6 22.5 23.2 

91 .996 30.2 31 .1 24.6 
903.942 33.7 34.0 30.6 

88.324 17.8 21.1 19.1 
94.215 23.4 21 .9 22.8 

139.498 25.7 25.4 26.9 
156,679 31 .0 33.2 27.2 
175.777 30.1 33.9 24 .6 

T otal-30 centers - $810.786,712 8% 30% 30% $13.337.262 60.5 56.7 51.4 

~ . DepOsits of Indlvld 
. COunty basis uals. parlnershlps. and corporations and of slales and polilical subdivisions 

CONDITION 
OF THE FEDERAL RESERVE BANK OF DALLAS 

(Thou.and dOllars) -
______ ~~::~~~It~e~m~------------------D~e~c~. 1~8-. ----N-O~V~.~2-0.-----D~el~c9'~31~9. TOlal gold 1974 1974 
Loan.lo Certlflcale re.erves .. .......... .. .... 581 .470 678.602 658,072 
~Iherloa:::.emberbanks ...... : :: . .. 46.114 57.711 51.630 
U e8eral ageri'cy ~';,i .. Ii ' "'" .... """ 0 0 0 
TOlal~overnmenl.e~~r~,~~ .... .. .. . .. 207.867 193.603 77.710 
M arnlng as.els " ... .. .................. 3.579.781 3.477.141 3.346.149 
F ~mber bank reserv " d'" . """ .................... 3.833.762 3.728.455 3.475.489 

e eralre.erve e eposlts ... .... . 1.734.297 1.890.415 1.774.638 
clrculallon nOles In aclual ---= '" ... "" . "'" ... .... ........ .. 2.675.776 2.609.971 2.439.627 

VALUE OF 
CONSTRUCTION CONTRACTS 

(Million dOllars) -
January-November 

~ea and Iype lN907v. Oct. Sept. 1974 1973r 
FIVE SoUm:;;;.;;;.;:;:::::-:-__ ---...:~4:..-_...:1~9~74::._ __ 1~9~7:4 __ ':':":2--'-"':'::":':~ 
STATES~HWESTERN 
Residential buildin ' ,.. .... . 933 901 1.255 
~onreSldential bUII~'I'ri""'''' 244 329 325 

onbulJdlng c g ....... 545 363 561 
UNITED onslrucllon ... 145 209 370 

R STATES 
Nesldenllal bUliiiin'''''''''''''''' 6.179 7.227 8.359 

Onresldenll I b g ..... """ . 1.931 2.457 2.503 
NonbulJdl a Ulldlng ....... 2.618 2.710 3.320 

;----:: ng conSlruction .... 1.630 2.061 2.536 

r.:.. ~rl~ona . Loulsla N 
NOTe~l.ed na. ew Mexico. Oklahoma. and Texas 
So E. Delalls m 

URCE: F W 8Y nOI add 10 lola Is because of rounding . 
. . edge. McGraw-Hili. Inc. 

11 .368 
4.039 
4.679 
2.649 

85 .863 
32.484 
31.443 
21 .936 

11 .023 
4.952 
3.819 
2.252 

93.415 
43.419 
29.351 
20.645 

BUILDING PERMITS 

Area 

ARIZONA 
Tucson . 

LOUISIANA 
Monroe­
Wesl Monroe 
Shreveport 

TEXAS 
Abilene. 
Amarillo 
Austin ..... 
Beaumont 
Brownsville 
Corpus Christi 
Dallas 
Denison 
EI Paso. 
Fort Worth 
Galveslon 
Houslon 
Laredo 
Lubbock .. 
Midland ........ .. 
Odessa .... .. 
Pori Arthur ... 
San Angelo 
San Anlonlo 
Sherman 
Texarkana 
Waco 
Wichita Falls 

Total-26 cities 

NUMBER 

Nov. 
1974 

298 

40 
561 

64 
318 
375 
162 
117 
188 

1.099 
18 

425 
319 

31 
1.502 

29 
132 

76 
76 
81 
53 

950 
25 
65 

173 
62 

10 mos. 
1974 

5.352 

701 
8.074 

837 
4.477 
5.190 
1.927 
1.212 
2.567 

14.811 
245 

5.699 
3.955 

557 
21.500 

382 
1.700 

794 
1.081 

797 
713 

21.475 
313 
717 

2.262 
809 

7.239 108,147 

VALUATION (Dollar amounls In Ihousands) 

Nov. 
1974 

10 mos. 
1974 

$4.075 $75.189 

442 
4.108 

17.195 
93.765 

1.314 14,909 
3.124 57.722 

14.014 230.549 
2.394 38.215 

779 25.667 
1.897 53.093 

11.347 280.552 
21 1.611 

10.437 157.583 
7.171 138.033 

853 31 .783 
44.187 600.761 

168 8.280 
2.799 115.906 
6.528 33.374 
5.108 21 .842 

223 4.268 
1.644 13.328 

12.128 168.796 
238 5.933 
235 7.171 

1.742 34.388 
528 12.724 ----------

$137.504 $2.242.637 

Percenl change 

Nov. 1974 
from 

Oct. 
1974 

Nov. 
1973 

- 22% - 23% 

- 51 
- 57 

- 37 
65 

20 97 
- 41 49 

30 - 38 
60 167 

- 43 - 85 
9 - 24 

- 28 - 61 
- 87 0 

11 80 
- 62 81 

10 16 
- 28 - 13 

17 - 72 
- 30 - 34 
963 522 
188 520 

- 89 - 75 
156 - 2 
39 - 17 

- 83 - 99 
- 34 7 
100 - 47 

- 50 - 41 

- 17% - 22% 

10 monlhs. 
1974 from 

1973 

- 48% 

- 31 
26 

- 35 
20 
3 

10 
- 32 

2 
- 7 

- 56 
- 3 
27 

193 
- 6 

- 49 
65 

170 
37 

- 30 
26 

- 22 
- 72 

33 
- 3 

- 65 

- 4% 



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

(Thousand barrels) 

Percent change from 

Nov. Oct. Nov. Oct. Nov. 
Area 1974 1974 1973r 1974 1973 

FOUR SOUTHWESTERN 
- 6.7% STATES 6,105.5 6,122.6 6,541 .1 -.3% 

Louisiana 1,936.5 1,940.2 2,219.1 - .2 - 12.7 
New Mexico . 271 .7 263.0 276.7 3.3 - 1.8 
Oklahoma 474.6 479.2 496.2 - 1.0 - 4.4 
Texas 3,422.7 3,440.2 3,549.1 -.5 - 3.6 

Gulf Coast 674.6 677.6 683.1 - .4 - 1.2 
West Texas 1,809.5 1,819.8 1,868.9 -.6 - 3.2 
East Texas (proper) 222.5 223.5 204.1 -.5 9.0 
Panhandle 58.0 58.1 58.9 -.2 - 1.5 
Rest of stale 658.1 661.2 734.1 -.5 - 10.4 

UNITED STATES 8,648.5 8,653.4 9,144.2 - .1 % - 5.4% 

r-Revlsed 
SOURCES: American Petroleum Institute 

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

CROP PRODUCTION 

(Thousand bushels) 

TEXAS FIVE SOUTHWESTERN STATES' 

1974, 1974, 
estimated estimated 

Crop Dec. 1 1973 1972 Dec. 1 1973 1972 

Cotton' ....... 2,825 4,699 4,277 4,627 6,446 6,140 
Corn 69,750 60,800 39,560 81,634 73,118 52,795 
Winter wheat ........ 52,800 98,600 44,000 206,145 280,442 150,115 
Oats .......... 8,100 26,650 9,720 12,449 34,948 16,149 
Barley 1,350 3,510 1,980 12,750 21,825r 19,334 
Rye 200 648 630 965 1,981 1,890 
Rice' ................. 25,258 20,530 22,122 49,978 41 ,924 42,089 
Sorghum grain .... 289,100 417 ,000 319,780 336,885 478,164 378,218 
Flaxseed .. 374 80 165 374 80 165 
Hay' ..... 4,810 5,808 3,899 10,795 12,964 9,734 
Peanutsi 

." ..... 469,650 471,225 480,455 725,890 743,867 743,566 
Irish potatoes' ...... 2,863 3,778 3,182 6,251 6,880 6,665 
Sweet potatoes' .. 650 855 813 3,975 3,825 4,113 
Pecans! ................ 38,000 20,000 75,000 56,500 96,500 99,300 
Soybeans ............ 6,500 8,500 5,460 52,905 51,800 47,371 

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

Five Southwestern States' 

(Seasonally adjusted) 

Thousands of persons 

Nov. Oct. Nov. 
Item 1974p 1974 1973r 

Civilian labor force 9,101.0 9,058.4 8,757.1 
Total employment 8,606.8 8,611 .3 8,381 .1 
Total unemployment 494.2 447.0 376.0 
Unemployment rate 5.4% 4.9% 4.3% 
Total nonagricultural wage 

and salary employment 7,564.8 7,556.1 7,380.3 
Manufacturing .. 1,284.6 1,294.4 1,291.5 

Durable 717.6 726.5 729.4 
Nondurable 567.0 567.9 562.1 

Nonmanufacturlng 6,280.2 6,261.7 6,088.8 
Mining 253.8 253.8 239.2 
Construction 501 .5 494.3 504.0 
Transportation and 

public utilities .. 513.9 513.5 496.1 
Trade .... . . .. . ,..'. ... , 1,818.0 1,814.8 1,773.7 
Finance 422.4 420.2 403.2 
Service 1,268.3 1,266.3 1,230.8 
Governm ent 1,502.4 1,498.7 1,441 .9 

1. Arizona, Louisiana. New Mexico, Oklahoma. and Texas 
2. Actual change 
p-Prellmlnary 
r-Revlsed 
NOTE: Details may not add to totals because of rounding . 
SOURCES: State employment agencies 

Federal Reserve Bank of Dallas (seasonal adjustment) 

INDUSTRIAL PRODUCTION 

(Seasonally adjusted Indexes, 1967 - 100) 

Area and type of Index 

TEXAS 
Total Industrial production .......... . 

Manufacturing 
Durable .... ......... 
Nondurable 

Mining ..... 
Utilities .. 

UNITED STATES 
Total Industrial production 

Manufacturing ... 
Durable ............. 
Nondurable ..... 

Mining .... .. ........... 
Utilities ...... 

p-Prellmlnary 
r-Revlsed 

................. ,' 

.......... 

Nov. 
1974p 

141.6 
149.2 
164.4 
138.3 
115.2 
171 .5 

122.0 
121 .7 
117.7 
127.5 
103.9 
150.3 

Oct. 
1974 

140.4 
148.3 
163.6 
137.2 
115.4 
163.1 

124.9 
124.6 
121 .6 
128.9. 
109.6 
151 .8 

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

-Percent change 
Nov. 1974 from ------
Oct. NOv. 
1974 1979 --0.5% 3.9S 
-.1 2.7 
10.6 31 .4 

'.5 '1.1 

.1 2.5 

- .8 _ .5 
- 1.2 _ 1.6 

- .2 .9 

.3 3.1 

.0 6.1 
1.5 _ .5 

.1 3.6 

.2 2.5 

.5 4.8 

.2 3.1 

.2% ~ 

-Sept. Nov. 
1974 197::""'-

140.8r 141 .3 
148.6r 147.0 
164.1 164.2 
137.4r 134.6 
117.3r 121 .2 
158.6r 165.4 

125.6 127.5 
125.4 127.4 
122.1r 124.3r 
130.2r 131 .3 
109.3r 111.3r 
152.2r 154 .~ 

Livestock conditions were good at 
the beginning of the winter season, 
as forage on pastures and ranges 
was providing good grazing. With 
favorable grazing conditions and 
high costs for feed, supplemental 
feeding was held to a minimum. 

Compared with a year before, the 
index was off 10 percent. The live­
stock index was down 26 percent, 
more than offsetting a 5-percent 
rise in the index of crop prices. 
Meanwhile, the index of prices 
farmers and ranchers paid was 17 
percent higher than in November 
1973, largely because of higher 
prices for farm vehicles and house­
hold items. 

livestock products declined, nearly 
offsetting increased crop sales. 

The index of prices received by 
Texas farmers and ranchers in the 
month ended November 15 declined 
moderately. A further weakening 
in the market for meat animals 
pushed down average prices for live­
stock and livestock products. And 
sharp declines in prices for cotton 
and fruit contributed to lower aver­
age crop prices. 

Cash receipts from farm and 
ranch marketings in District states 
through October 1974 were only 
fractionally ahead of those in the 
same period a year before. Receipts 
from marketings of livestock and 

With growth in total sales trend­
ing downward in recent months and 
with costs of farming and ranching 
moving up, net farm income in the 
Southwest in 1974 appeared headed 
for a dramatic drop from the his­
toric highs in 1973. 




