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International Trade and Finance-

Economic Consequences 

Of the OPEC Cartel 

OPEC Government Revenues The Organization of Petroleum 
Exporting Countries may be the 
most successful international car
tel in history. Supplying more than 
85 percent of the oil traded in 
world markets, it faces little imme
diate competition from other 
sources of crude oil. 

12 DOLLARS PER BARREL----------------

When the 12 OPEC members 
cut production last year-reducing 
their output 21 percent from 1973 
levels against a world demand that 
was rising more than 8 percent a 
year-prices skyrocketed. The 
posted price of Saudi Arabian light 
crude oil, for example, rose from 
$2.59 a barrel in early 1973 to 
$11.25 at the beginning 011975. 

Members of the cartel appro
priated the lion's share of the 
increased revenue in the fonn of 
royalties. taxes, and participating 
crude and by the acquisition of 
more producing properties. The 
result was an increase in total 
export earnings of OPEC mem
bers of $75 billion-from about $30 
billion in 1973 to about $105 bil
lion in 1974. 

The relative price of oil is, nev
ertheless, very apt to come down. 
While price hikes have been 
extremely profitable for OPEC, 
the quantity of oil demanded could 
fall over the next five to ten years 
by about the same proportion as 
the increase in price, leaving total 
revenue to producers largely unaf
fected over the long haul. Mean
while, higher oil prices are stimu
lating the search for more oil from 
outside the cartel. 

The cartel may well decide on a 
strategy of gradually lowering 
prices as other fuels and other 
sources of oil are developed. This 
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would help reconcile the interests 
of two groups within OPEC. 

Countries with large populations 
and ambitious plans for develop
ment-such as Iran, Venezuela, 
Iraq, and Algeria-would appar
ently like to make as much as they 
can now. They are less concerned 
about long-run erosion of the mar
ket by high prices than countries 
like Saudi Arabia, Kuwait, and 
the Persian Gulf sheikdoms, which 
have more money coming in than 
they can currently use. If oil prices 
were allowed to fall slowly , current 
revenues could still be enhanced 
without sacrificing as much future 
income. 

The world price of oil could also 
tum down for an entirely different 
reason. As efforts to maintain cur
rent prices call for more and more 
cutbacks in production, individual 
members of the cartel could try to 
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hold on to their markets by mak
ing concessions in the sale of some 
oil. 

There is considerable incentive 
for such a move. For most of the 
OPEC countries, the incremental 
cost of producing an extra barrel 
of oil is extremely low. It is only 
about 20 cents in the Persian Gulf
and that includes a reasonable 
return on investment. 

Overall consequences ••• 

Even if relative oil prices fall from 
current levels, importing countries 
will have to make continuing 
economic and financial adjust
ments to high oil prices for some 
time to come. 

Although OPEC receives pay
ment for its oil in U.S. dollars, and 
to some extent in the British 
pound sterling, the particular cur
rency used as a means of payment 



does not change the adjustments 
oil-importing countries have to 
make. Nor does it materially affect 
the economic position of the 
United States. 

Take, for example, a situation 
where an Italian company buys 
OPEC oil with dollars that OPEC 
then invests in the German cap
ital market. In world currency 
markets, the Italian purchase of 
dollars is offset by the OPEC sale, 
so there is no tendency for the 
average value of the dollar to 
change. But these transactions 
put downward pressure on the lira 
relative to the mark. 

Alternatively, if central banks do 
not allow the mark-lira exchange 
rate to vary, the German Federal 
Bank would gain reserves at the 
expense of the Bank of Italy. But 
neither the value of the dollar nor 
the U.S. balance of payments 
would be affected. 

The impact of higher oil prices 
on the importing countries depends 
greatly on what the recipients of 
dollars or pounds in the OPEC 
COWltries decide to do with them. 
If the recipients are mostly cor
porations and individuals, much of 
the money might be exchanged 
for local currencies and used. to 
buy domestic goods and services 
or investments. 

In this case, if OPEC countries 
continued to peg the value of their 
currencies to those of the oil 
importers, their central banks 
would have to furnish the local 
currencies, causing their money 
supplies to expand and eventually 
creating inflationary pressures. But 
as the central banks would nor
mally invest their new reserves in 
earning assets abroad, the dollars 
or pounds would be kept in circula-

tion there even when the recipients 
in OPEC countries decide to spend 
their new revenues at home. 

Practically all the oil payments, 
in fact, are going to OPEC govern
ments. And as they recognize the 
inflationary implications of such 
large amounts of money being 
spent in their own economies, it is 
probably safe to assume that most 
petromoney will not be exchanged 
for local currencies but, instead, 
will be used by OPEC govern
ments to buy goods and services or 
make investments abroad. 

•.• of OPEC imports •.. 

Since the $75 billion in extra pay
ments for foreign oil in 1974 would 
otherwise have been used to buy 
goods and services in oil-importing 
countries, the higher oil prices 
tended to create shortfalls in aggre
gate demand in their economies, in 
addition to the deficits in their 
trade balances. But if OPEC had 
used all the $75 billion to buy 
exports from the importing coun
tries, there would have been no net 
deficiency of demand or balance-of
payments deficit for these coun
tries, at least as a group. 

Because the goods demanded by 
oil-exporting countries would not 
necessarily have been those in 
immediate excess supply in oil
importing countries, a major real
location of resources would have 
been needed. But once these 
adjustments were made, the 
importing countries would pay 
the higher price for oil on a cur
rent basis by devoting less of 
their production to their own use 
and more to exports. 

The reduction in the standard of 
living of oil-importing countries 
would be less under this adjust-

ment than might be thought-at 
least for industrial countries. An 
increase of $75 billion a year 
nearly doubles the income of the 
OPEC group. The loss in economic 
welfare from cutting back on the 
absorption of domestic goods and 
services by this amount comes out 
to about 2 percent of the national 
income of industrial countries.' 
And it comes to about 3 percent of 
the income of less developed 
countries. 

As 2 percent of national income 
is no more than the nonnal annual 
increase in labor productivity in 
industrial countries, the cost to 
them amounts to no more than a 
year's growth in per capita income. 
However, not only is the increase 
in the cost of oil greater relative to 
the national incomes of underdevel
oped countries, but their nonna! 
rate of growth in per capita income 
is less than in industrial countries
close to zero in some cases. So, the 
overall impact of higher oil prices 
on their standard of living is gen
erally more severe. 

• •• and OPEC investments 

If, on the other hand, OPEC used 
all the $75 billion of new petro
money for investments in oil-con
suming countries while waiting to 
spend the money on future imports, 
the effect on the standard of living 
of the importing countries would 
depend on the national economic 
policies of their governments. If 
petromoney were allowed to flow 
back into capital investment proj
ects in these countries, the impact 
on their standard of living would 
be about the same as if the money 
were spent on their exports. 

To facilitate the complete 
absorption of petromoney, central 
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banks in oil·importing countries 
might have to let interest rates fall. 
But the increased demand for cap· 
ita! needed to expand domestic 
energy supplies might be enough to 
offset this normal tendency. 

In any case, the increase in 
expenditures on capital goods 
would tend to offset the deficiency 
in aggregate demand created by 
the higher cost of foreign oil. Once 
again, a significant reallocation of 
resources from their present uses 
would be required. But the extra 
saving would increase the capital 
stock of oil·importing countries 
enough to produce exports in the 
future that would pay the interest 
and principal on petromoney debt. 

However, the extra $75 billion in 
saving from petromoney invest
ments would not be enough to gen
erate a significant increase in the 
future standard of living of the 
importing countries. The greater 
output in the future would be 
absorbed ahnost entirely by 
demands of the OPEC countries 
when they spend the interest and 
principal of petromoney debt on 
imports.z 

And their current standard of 
living would suffer because $75 bil· 
lion of current output would no 
longer be available for either cur
rent conswnption or capital accu· 
mulation to produce goods and 
services for their own use in the 
future. Consequently, the effect on 
both the present and future stan· 
dard of living of oil-importing 
countries would be about the same 
in this case as when OPEC coun· 
tries use the petromoney to buy 
imports. 

The immediate effect on the 
standard of living would be lifted 
if governments of oil-importing 

countries cut taxes and increased 
expenditures enough to increase 
current consumption by $75 billion. 
Either way-whether by cutting 
taxes or by increasing government 
spending-the governments could 
finance their budget deficits by 
borrowing petromoney from OPEC. 

The disadvantage of such a pol· 
icy is that OPEC would accumu· 
late claims against the future out
put of oil·irnporting countries
with interest-without any addition 
being made to the productive 
capacities of these countries. 
Instead of suffering a decline of 
$75 billion in their standard of liv
ing initially, the countries would 
incur a loss of $75 billion plus 
accwnulated interest on petro· 
money debts in the future. 

The difference between the two 
policies amounts to a difference in 
the time path of the amount of 
economic goods available to oil
importing countries. When petro
money is borrowed and used for 
productive investment, there is a 
once·and-for-aU decline in the 
standard of living equal to the 
added cost of oil imports. Advances 
in the standard of living, however, 
can reswne at the same rate as 
before. But if the petromoney is 
borrowed by governments simply 
to prevent a decline in the current 
standard of living, its growth rate 
will be slower. 

Which policy is better depends 
on how much a country values cur· 
rent consumption over future con· 
swnption. Oil·importing countries 
that are satisfied with their cur· 
rent rates of economic growth 
would do well not to reduce their 
growth by borrowing petrodollars 
to support current consumption at 
the expense of investment. Instead 

of cutting taxes or increasing gov· 
emment services to offset the defla· 
tionary effects of oil payments, 
they would do better to allow the 
return flow of petromoney to be 
channeled into capital projects. 

Actually, OPEC countries were 
able to increase their imports of 
goods and services by only about 
$20 billion in 1974. That left 
roughly $55 billion of the return 
flow of petromoney to be invested 
in financial assets and the real 
assets of oil·importing countries. 

How long such huge trade sur· 
pluses and accompanying capital 
flows will last depends on such 
things as the future price of oil, 
which of the OPEC countries 
absorb any production cutbacks, 
and the speed with which their 
development programs get started. 
A return to a near-zero trade bal· 
anee for OPEC could come, how· 
ever, 88 soon 88 1980. 

Whatever the enct path of 
OPEC's trade balance, the surplus 
will probably decline relatively 
slowly at first. AB a result, world 
financial markets will still have to 
cope with large petromoney invest· 
ments for at least several years 
more. 

Importer adjustments •.. 

Since petromoney paid to OPEC 
returns to the oil· importing coun· 
tries as a demand for goods, ser· 
vices, or financial assets, there can 
be no balance-of·payments prob· 
lem from petromoney flows for 
these countries as a group. It 
would be purely coincidental, how· 
ever, if OPEC purchases of eco-
nomic goods and financial assets 
exactly matched the increased oil 
payments of each country. Further 
adjustments, therefore, will pro}).. 
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ably be needed for individual 
countries. 

Individual adjustments cannot 
eliminate the overall trade defi· 
cit with OPEC countries. That 
can come only when the OPEC 
countries increase their import 
demands. But individual import· 
ing countries will have to adjust 
to the net impact of the higher 
cost of oil and reftows of petro
money on their balances of pay· 
ments. In these adjustments, some 
countries are apt to benefit at the 
expense of others. 

..• to export demands .•. 

If individual oil· importing coun· 
tries increase sales to OPEC coun
tries less rapidly than they increase 
their imports from OPEC-without 
the difference being made up by 
investments-their balances of pay· 
ments will deteriorate. In running 
payments deficits, these countries 
will see their foreign exchange 
reserves run down-something that 
cannot go on forever. 

Use of OPEC Revenues in 1974 

Various kinds of adjustments 
are possible. Policies reducing 
demand would help these countries 
cut back their imports, but at the 
cost of unemployment and unused 
capacity. And tariffs on imports 
could be used to help eliminate 
their deficits, but at the expense of 
reduced benefits from international 
specialization. 

A better form of adjustment 
would be for such countries to 
allow their currencies to depreciate 
in foreign exchange markets. With 
a depreciated currency, they could 
export to other oil·importing coun· 
tries goods they were unable to 
sell to OPEC. Similarly, countries 
that increase exports to OPEC 
more rapidly than they increase 
imports would let their currencies 
appreciate. 

Expenditure choices of OPEC, 
then, determine both the total 
trade deficit of oil·importing coun· 
tries with OPEC and the distribu· 
tion of that deficit among import· 
ing countries. But adjustments in 

exchange rates can induce deficits 
and surpluses between importing 
countries that tend to offset those 
with OPEC, leaving each import
ing country to achieve an overall 
balance in its own international 
payments. 

Still, some oil·importing coun· 
tries will benefit at the expense of 
others. Countries not favored by 
OPEC demand for their goods will 
find the prices of their exports fall· 
ing relative to the prices of their 
imports. And the depreciation of 
their currencies required for bal· 
ancing their payments will usually 
reduce the relative prices of their 
exports even more. 

A currency devaluation reduces 
prices of exports in terms of for· 
eign exchange, allowing more goods 
to be sold abroad. It also lowers 
demands for imports, reducing 
their prices in terms of foreign cur
rencies. But since most countries 
are more dominant in the world 
supply of goods they export than 
in the world demand for goods they 

..--.:==="""""'0----- IMPORTS OF GOODS AND SERYICES $ 50.0 BILLION 

___ ->.., ___ DEPOSITS IN EUROCURRENCY MARI(ET 20.5 

_--", __ DOLLAR BANI( DEPOSITS ANO GOVERNMENT SECURITIES 
IN UNITED STATES 10.5 

_--\--- STERLING BANI( DEPOSITS ANO GOVERNMENT SECURITIES 
IN UNITED KINGDOM 6.0 

LOANS TO IMF OIL FACILITY 2.0 

LOANS TO WORLO BANK AND OTHER INTERNATIONAL INSTITUTIONS 
EXCEPT IMF 2.2 

_<f'-- GRANTS AND LOANS TO DEVELOPING COUNTRIES 2.5 

~/'--- OIRECT INYESTMENTS ; INVESTMENTS IN REAL ESTATE . 
CORPORATE BONOS AND SHARES ; AND OTHER 4.8 

L-__ DIRECT LOANS TO GOVERNMENTS ANO STATE AND 
OTHER ENTERPRISES IN EUROPE . JAPAN . AND CANADA 6.5 

TOTAL $105.0 BILLION 

SOURCE: MOfgan G"aranly Trust Company 
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import, export prices usually fall 
more.' 

A decline in the relative price of 
exports increases the amount of 
exports a country must produce to 
consume any particular quantit y of 
imports. Such a deterioration in its 
terms of trade reduces the benefits 
that can be derived from interna
tional trade. 

So, in addition to the burden of 
high oil costs, importing countries 
that do not share equally in sales 
to OPEC must also carry the bur
den of worsening terms of trade. 
Countries favored by sales to 
OPEC, on the other hand, will 
have gained in the adjustment 
process, seeing improvements in 
their terms of trade. 

• • • and capital inflows 

Investments of petromoney could 
a lso benefit some cO\Ultries at the 
expense of others. Oil-importing 
countries that receive more petro
money through investments than 
their initial trade deficits with 
OPEC countries will develop bal
ance-of-payments surpluses. Cur
rencies of countries in this position 
will tend to appreciate, the effect 
usually being an improvement in 
their terms of trade. 

Such improvements, however, 
will be at the expense of countries 
not favored by petromoney invest
ments. Thus, uneven flows of pet
romoney investments could be an 
additional cause of income redistri
butions among oil-importing 
countries. 

An important difference, how
ever, exists between initial pay
ments imbalances created by 
OPEC investments and those due 
to OPEC demands for goods. 

When petromoney flows into a 
country's money or capital mar
kets, interest rates in that country 
tend to fall, causing investors to 
withdraw their money for invest
ment in countries where rates are 
higher. If that happens, the effect 
of the inflow of petromoney on the 
payments balance is offset, to some 
extent, by a compensating outflow 
of funds. And there is less need for 
any further adjustment-including 
changes in the terms of trade-to 
restore a balance in international 
payments. 

The extent to which capital 
moves internationally in response 
to differences in interest rates was 
lessened, however, by the aban
donment in 1973 of fixed exchange 
rates among the major currencies. 
Under that system, there was less 
risk that the profit to be made 
from difierences in interest rates 
would be wiped out by changes in 
exchange rates. The result was a 
stronger tendency for capital to 
flow between countries until inter
est rates were nearly equalized. 

Under the current system of 
managed floating of exchange rates, 
there are no official parities that 
monetary authorities must defend. 
Investors that want to profit from 
differences in interest rates are 
more likely to hedge against 
exchange risk by covering their 
transactions in the forward 
market. 

For example, if interest rates are 
higher abroad, investors sell foreign 
exchange for future delivery-the 
amount being equal to the princi
pal and expected interest on the 
investment-at the same time as 
they buy foreign exchange in the 
spot market. This pushes the price 

of foreign exchange in the forward 
market to a discount. Capital then 
tends to flow out of the country 
until the discount on the forward 
exchange rate equals the differ
ence in interest rates. But the 
movement of the discount on for
ward foreign exchange limits the 
amount of capital that will move 
in response to the initial difference 
in interest rates. 

Under floating exchange rates, 
if an inflow of petromoney 
depresses interest rates, there is 
still likely to be some incentive for 
opposite outflows of capital. But 
the incentive will be blunted by the 
movement of forward rates. So, an 
inflow of petromoney is more likely 
now to result in a net inflow of cap
ital, an appreciation of the cur
rency, and an improvement in the 
country's terms of trade than 
under the older system of fixed 
exchange rates. 

U.S. payments in 1974 

The main effects of the increased 
cost of oil on international pay
ments began to be felt in early 
1974. A reasonably good picture 
of the impact of petromoney flows 
on various countries may be 
obtained, therefore, by comparing 
their balances of payments in 1973 
and 1974. 

The official reserve transactions 
balance is a widely used measure 
of the international payments posi
tion of the United States and takes 
into account the role of the United 
States as a reserve currency coun
try. This balance treats changes 
in liabilities to foreign official agen
cies-as well as changes in U.S. offi
cial reserve assets-as settlement 
items, which go below the line. AU 
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U.S. OFFICIAL SETTLEMENTS BALANCE 

Cred its (+). debit' ( ) 11173 1974 

Merchandise trade balance ....... ...... . $0.5 
3.9 

- 3.9 

- $5.9 
Balance on services ............ . . . .... . . 9.1 

-7.2 Balance on transfer payments ..... .• ...... 
Balance on long-term capital ............. . -1 .5 -6.6 
Balance on short-term capital ............ . -2.0 -2.7 
Errors and omissions ................... . -2.3 5.2 

-$8.1 Official reserve Iransactions balance .. . -$5.3 

Uabltltles to foreign official agencies 
OPEC countries ..................... . $0.7 

4.4 
.2 

$10.2 
-.7 Other countries ...................... . 

U.S. official reserve assets 
Settlement items ....... . 

other transactions go above the 
line, their net total equaling the 
deficit or surplus on the official 
transactions balance. 

Under fixed exchange rates-and 
before the increase in the cost of 
imported oil-the official reserve 
transactions balance was a useful 
measure of the country's payments 
position. If international payments 
exceeded receipts, foreign central 
banks usually bought the excess to 
keep the value of the dollar from 
falling below parity. These dollars 
were then either exchanged for 
gold or Special Drawing Rights or 
used to buy securities in the 
United States. The excess of pay
ments over receipts showed up as 
a deficit in the official transactions 
balance and as an opposite move
ment in settlement items, below 
the line. 

Two problems with the use of 
the official reserve transactions bal
ance have developed in recent 
years, however. One came with 
the shift to a system of floating 
exchange rates among major cur
rencies. The other came with the 
way investments of OPEC govern
ments are treated. 

As central banks are no longer 
obligated to defend the parity 
value of the dollar against other 
major currencies, an excess of pay-

• 

- 1.4 
$5.3 $8.1 

ments over receipts tends to cause 
a decline in the value of the dollar, 
which induces offsetting changes 
in items above the line. But since 
central banks still intervene to 
maintain orderly markets and 
smooth out changes in exchange 
rates, an excess of payments over 
receipts is, usually, also accompa
nied by some official purchases of 
dollars. Therefore, as indications 
of a country's payments position 
under the current system of man
aged floating, both the exchange 
rate and the official reserve trans
actions balance have to be used. 

Liquid and readily marketable 
investments of OPEC governments 
are treated the same as other lia
bilities to foreign official agencies
even though these funds have gen
erally been placed in the United 
States not to support exchange 
rates but simply as a consequence 
of investment decisions. As a result 
of the way these investments are 
handled in the balance-of-pay
ments presentation-and so far, 
most of OPEC's investments have 
been either liquid or readily mar
ketable-when the United States 
pays for imported oil and OPEC 
governments invest the funds in 
the United States, the official 
reserve transactions balance shows 
a deficit. This is true even though 

the return How of petromoney is 
more like an ordinary capital inHow 
than an increase in the monetary 
reserves of foreign central banks. 

The Govenunent is reviewing 
the balance-of-payments presenta
tion to deal with this deficiency, as 
well as other problems. But until 
the presentation is changed, the 
official reserve transactions balance 
should be interpreted with caution. 

In 1973, the official reserve trans
actions balance of the United 
States registered a deficit of $5.3 
billion. This deficit was due largely 
to a speculative outflow of funds in 
the first quarter, as roughly $7.4 
billion left the country in anticipa
tion of the February devaluation of 
the dollar. Had it not been for this 
outflow, the balance of payments 
for 1973 would have been in sur
plus by $2.1 billion. Sales of goods 
and services that year were more 
than enough to cover nonnal trans
fer payments and capital outflows. 

In 1974, the official reserve 
transactions balance registered a 
deficit of $8.1 billion. However, 
the inflow of petromoney invest
ments contributed heavily to this 
deficit. According to Commerce 
Department estimates, OPEC 
countries invested $10.2 billion in 
liquid and readily marketable fonn 
in the United States last year, 
compared with only $0.7 billion the 
year before. Had this inflow been 
handled above the line as an ordi
nary capital item instead of below 
the line as a settlement item, the 
official reserve transactions balance 
would have shown a surplus of $2.2 
billion in 1974. 

When OPEC investments are 
treated as ordinary movements of 
capital, then, the overall U.S. bal
ance of payments was roughly the 
same in 1974 as in 1973, except for 
the speculative flows in 1973. Nor 
was there much change in the 
trade-weighted value of the dollar, 
which declined only 1.4 percent 



relative to the currencies of other 
major industrial countries between 
1973 and 1974. Nevertheless, 
petromoney flows did not balance 
themselves out but, instead, were 
offset by changes in other items. 

Contrary to some expectations, 
the $10.2 billion direct re80w of 
petromoney investments into the 
United States in 1974 fell consid
erably short of the $17.6 billion 
addition to the cost of imported 
oil. But because of lagged effects 
of the dollar devaluation and a 
weakening in the U.S. economy, 
the nonoil trade balance simulta
neously increased $11.4 billion. 
Thus, if OPEC investments are 
treated as a normal capital flow, 
the total change in the trade bal
ance combined with the direct 
re80w of petromoney was enough 
to improve the balance of pay
ments by $4 billion in 1974. 

This gain was ahnost entirely 
offset, however, by an increased 
net capital outflow from banks, 
which was associated mainly with 
the removal of controls over U.S. 
lending abroad. Foreign commer
cial banks expanded their lending 
in the United States by $9 billion 
in 1974. But U.S. banks simul
taneously expanded their lending 
to foreigners by $12 billion, result
ing in an increased net out80w of 
$3 billion. 

Payments of other countries 

One reason for the improvement 
in the nonoil current account bal
ance of the United States in 1974 
was the slow growth of domestic 
demand. A relationship between 
changes in the growth of domestic 
demand and changes in the balance 
on the current account was appar
ent for other countries as well. Rel
ative demand growth, in fact, was 
nearly as important as the rise in 
oil prices for the current account 
balances of most industrial coun
tries in 1974. 
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Of the major industrial coun
tries, only the United States, 
Germany, and Japan showed an 
improvement in their nonoil cur
rent account balances. And all 
three countries had significant 
declines in real domestic demand. 
In contrast, the nonoil current 
account balances of the United 
Kingdom, France, Italy, and Can
ada deteriorated and their real 
domestic demand either increased 
or only decreased slightly. 

The United Kingdom paid $5.3 
billion more for imported oil than 
in 1973 and received $6 billion of 
new petromoney in the form of 
steding bank deposits and pur
chases of government securities. 
The value of the pound held 
steady throughout the year, 
though at a lower level than the 
average for 1973. 

Japan is highly dependent on 
imported oil, and the cost of its oil 
imports rose neady as much as for 
the United States. But because of 
its restrictive demand policies, that 
country's current account wors
ened much less than the added cost 
of oil, and it was improving rapidly 
toward the end of 1974. The reflow 
of petromoney to Japan was, 
nevertheless, not enough to keep 
the trade-weighted value of the 
yen from declining 8 percent. 

On the other hand, Germany's 
current account improved much 
more than was needed to offset its 
higher oil bill, despite a continued 
appreciation of the mark. Slow 
growth in domestic demand, a rel
atively low rate of inflation, and 
strength in world demand for its 
products all helped to produce this 
result. 

In France and Italy, deficits on 
the current account increased more 
than did the cost of imported oil. 
And the trade-weighted values of 
the franc and lira fell nearly 4 
percent and 9 percent, respectively, 
as reflows of petromoney were 

apparently not large enough to 
offset increased payments for 
imports. 

Information on the impact of 
petromoney flows on developing 
countries is less adequate. What 
is available, however, suggests 
that, for the group as a whole, 
reflows in 1974 were close to the 
increase in their oil bill. 

Altogether, developing coun
tries are believed to have paid out 
about $10 billion to OPEC in 
higher oil prices. At the same time, 
they received about $2.5 billion in 
new loans through the Eurocur
rency market, most of which was 
probably recycled petromoney. In 
addition, OPEC countries made 
direct grants and loans to develop
ing countries totaling perhaps $4 
billion. And they placed $2 billion 
of petromoney in the IMF oil 
facility and $2.2 billion in the 
World Bank and other interna
tional institutions, the largest part 
of which was also loaned to devel
oping countries. 

Examination of the payments 
balances of seven developing coun
tries shows movements of reserve 
assets no larger in 1974 than in 
previous years. Of these, Korea 
and Pakistan showed smaIl deficits. 
India, the Republic of China, 
Argentina, and Thailand showed 
surpluses. Brazil, on the other 
hand, the largest oil importer in 
this group, had a fairly large pay
ments deficit, after even larger 
payments surpluses in the two 
years before. 

Except for Brazil, these coun
tries peg the value of their cur
rencies to the U.S. dollar or other 
major currencies. Because of that, 
any imbalances in their payments 
resulting from petromoney flows
unless the imbalances were elimi
nated by direct control-would have 
shown up in movements of reserves. 

Brazil has adjusted the value of 
its currency frequently. That cur-
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rency depreciated faster in 1974 
than it had in earlier years because 
of the country's large payments 
deficit. 

Varieties of financing 

Although the cost of imported 
oil increased fourfold in the past 
two years, serious payments imbal
ances have been largely avoided. 
And yet, as financial markets in 
many importing countries are not 
highly developed and as the uncer-

8 

tainties of floating ex.change rates 
have made capital flows between 
developed markets less responsive 
to international differences in 
interest rates, this avoidance has 
not been automatic. 

Flexibility of exchange rates has 
facilitated the balancing of pay
ments in some cases. But petro
money investments were gener
ally matched with oil deficits, 
largely because many governments 
deliberately borrowed enough in 

1972 1974 

the Eurocurrency market, from 
international organizations, and 
directly from OPEC governments 
to cover their oil deficits. 

Of the $55 billion invested by 
OPEC countries last year, only a 
little more than half was placed 
directly in the money and capital 
markets of oil-importing countries. 
Most of this was in the United 
States and United Kingdom, but 
some of it was placed in Japan, 
Canada, and Europe. The remain· 
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der was channeled into the Euro
currency market and, to a much 
lesser extent, such international 
organizations as the IMF and 
World Bank. These institutions 
made the money available to pub
lic and private borrowers in the 
oil-importing countries. 

There has been some question 
about the feasibility of continuing 
to finance oil deficits through the 
Eurocurrency market-particularly 
the use of government borrowing 
to cover the cost of current oil con· 
sumption. As long as borrower 
countries can absorb the capital, 
however, growth in their produc
tive capacities should allow the 
increase in government debt to 
foreigners to be serviced through 
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greater exports. It is not necessary 
for governments to undertake the 
real investment themselves. The 
petromoney they borrow can be 
used to retire government debt or 
be deposited in local financial insti
tutions. Either way, an increased 
supply of loanable funds is made 
available for private capital for
mation. 

Of course, the end result would 
be the same if private borrowers 
obtained petromoney directly from 
Eurocurrency banks. But imper
fections in the market may limit 
that. Only if the return on capital 
at home is not enough to cover the 
interest cost of borrowing abroad 
could it be better for governments 
of countries with payments deficits 

due to petromoney Bows to eschew 
borrowing and, instead, allow their 
currencies to depreciate. 

A related question has been in 
regard to the ability of Eurocur
rency banks to continue handling 
large infiows of petromoney. Most 
petromoney flows into the Euro
currency market last year were 
deposited at only the largest banks. 
And as the deposits were very 
short term, unsustainable trends 
soon developed in the balance 
sheets of these banks. 

The new deposits were far more 
liquid than new assets. The pro· 
portion of assets invested in par· 
ticular countries grew beyond what 
was customary, with a consequent 
increase in default risk. And 
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deposits expanded faster than 
bank capital, further increasing 
risk to depositors. Such trends 
could not have continued long 
without threatening a collapse of 
Eurocurrency banks. But both the 
banks and OPEC investors began 
making adjustments. 

The banks moved to discourage 
excessive short-term deposits by 
reducing interest rates on them 
and, in some cases, even refusing 
such deposits. They have also 
shortened the maturities of loans 
and watched exposure to foreign 
risk more closely. And as deposits 
grew relative to bank capital, the 
ratio of bank profits to equity 
increased. This improvement in 
the relative attractiveness of bank 
stocks, combined with recovery in 
stock markets, should help Euro
currency banks to build more 
adequate capital relative to their 
deposits and risk assets. 

As the year progressed, OPEC 
investors shifted more of their 
bank deposits into longer maturi
ties, moved deposits into a larger 
number of banks, and invested in 
new kinds of short-term instru
ments. One important new kind of 
short-term investment has been 
direct loans to corporations, with 
banks acting only as brokers to 
bring the borrower and lender 
together. And as OPEC investors 
also began formulating longer-term 
investment policies and develop
ing the administrative apparatus 
for implementing them, more 
petromoney began to flow into 
bonds, equities, and real estate, 
with less going into short·term 
securities and bank deposits. 

Private financial markets have 
adjusted to petromoney flows 
remarkably well so far. Adjust
ments in patterns of resource use 
and trade, however, have only just 
begun to be made by oil-importing 
countries. Production and trade in 
these countries will have to be 
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adjusted to the future pattern of 
petromoney investments and, 
eventually and more pennanentiy, 
to increased OPEC demands for 
goods and services. 

The longer-run adjustment 
mechanism will, in the main, be 
changes in exchange rates. But a 
full response of trade balances to 
exchange rate changes can take 
as much as two years. So, the 
change in the value of a currency 
needed to achieve payments bal
ance in the short run may be 
considerably more than is neces
sary in the long run. Temporary 
official financing can be used to 
keep rates from changing more 
than is needed for the long run, 
helping to promote smoother 
shifts of resources to their new 
uses. Various new official financing 
arrangements are in use or have 
been agreed to in principle. 

The International Monetary 
Fund has established a special oil 
facility that received about $3 
billion in deposits from OPEC 
countries last year for loans to oil
importing countries that might 
otherwise have trouble obtaining 
reBows of petromoney. The facility 
was expanded to $6.2 billion this 
year. In addition, agreement has 
been reached to increase the regu
lar IMF quotas by 32.5 percent 
next year. This increase in the pool 
of currencies paid into IMF will 
make still more money available to 
member countries with temporary 
payments problems. 

New official financing from 
sources other than the IMF will 
also be available. Tentative agree
ment has been reached for the 24 
countries belonging to the Organi
zation for Economic Cooperation 
and Development to establish a 
$25 billion mutual insurance fund 
for the protection of members that 
have exhausted other avenues to 
financing. And the European Eco
nomic Conununity has agreed to 

back a $3 billion bond issue sub
scribed to by OPEC countries, the 
proceeds of which are to go to 
member countries with the great
est needs. 

-Adrian W. Throop 



New member bank 

United National Bank, Dallas, Texas, a newly organized institution located in 
the territory served by the Head Office of the Federal Reserve Bank of Dallas, 
opened for business April 7, 1975, as a member of the Federal Reserve System. 
The new member bank opened with capital of $2,000,000, surplus of $2,000,000, 
and undivided profits of $1,000,000. The officers are: Theodore H. Strauss, 
Chairman of the Board; J. W. Smith, President; M. Lamar Ealy, Executive Vice 
President; Bob J. Combs, Senior Vice President and Cashier; Charles S. Teeple, 
IV, Senior Vice President; Wayland Reeves, Vice President; and Felton L. Allen, 
Assistant Cashier. 

New par banks 

Bank of the West, Galveston, Texas, a newly organized insured nonmember bank 
located in the territory served by the Houston Branch of the Federal Reserve 
Bank of Dallas, opened for business March 27, 1975, remitting at par. The 
officers are: Charles T. Doyle, President, and J. Ed C. Sanderson, Vice President 
and Cashier. 

First Presidio Bank, Presidio, Texas, a newly organized insured nonmember bank 
located in the territory served by the El Paso Branch of the Federal Reserve Bank 
of Dallas, opened for business April 2, 1975, remitting at par. The officers are: 
Jim Ed Miller, President; A. B. Foster, Jr., Vice President; and Narciso C. 
Sanchez, Cashier. 
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Statistical Supplement to the Business Review 

A substantial increase in holdings 
of Government securities and sharp 
expansion in demand deposits 
highlighted developments at weekly 
reporting banks in the Eleventh 
District in the four weeks ended 
April 16. 

Sluggish loan demand, somewhat 
weaker than in comparable periods 
of the past five years, combined 
with large deposit inflows to enable 
the banks to make sizable net 
additions of Government securities. 
Holdings of Treasury bills and 
intermediate-term notes and bonds 
rose sharply, as area banks acquired 
a substantial volume of securities 
from large Treasury financings. 

Individuals and businesses added 
substantially to their checking 
accounts, leading to the sharp 
increase in total demand deposits. 
With improved liquidity levels and 
sluggish demand for loans, bankers 
did not bid aggressively for large 
CD's. As a result, large CD's 
outstanding fell sharply for the 
third consecutive month, producing 
a considerable decline in total time 
and savings deposits. 

Although total loans rose slightly 
less than in comparable periods of 
the past five years, the gain was 
more than twice as large as any 
increase in the past eight months. 
After showing weakness for four 
consecutive months, demand for 
business loans advanced sharply. 
Demand for other major types of 
loans, however, was weaker than in 
corresponding periods of recent 
years. 

Employment statistics in the five 
southwestern states were little 
changed in March. Seasonally 
adjusted total employment edged 
upward, while the civilian labor 
force contracted slightly. The 

unemployment rate eased down 
from 6.8 percent in February to 6.7 
percent. 

Seasonally adjusted retail sales in 
the Eleventh District have fallen 
back to the sluggish pace of late 
1974. Department store sales have 
been flat since mid-February, when 
Christmas clearance sales ended. 
And new car sales fell sharply with 
termination of the cash rebate 
program at the end of February. 
New car registrations in the four 
largest metropolitan counties of 
Texas in March were down a fifth 
from a month before. 

After declining for three months, 
industrial output in Texas leveled 
off in March. Manufacturing 
continued to fall, but nonmanu
facturing output was up slightly. 

The decline in manufacturing 
stemmed from lower output of 
nondurable goods. Chemical pro
duction fell for the fifth consecutive 
month, as users continued to trim 
inventories. And output of textiles 
was off again, continuing a down
ward trend that began last summer. 

Apparel manufacturing, by 
contrast, was up moderately for the 
first time since late 1974. Fresh 
bookings for men's sportswear, 
especially the new casual suit lines, 
accounted for much of the strength. 
Petroleum refining was also up, 
as several months ofreduced 
operations had brought inventories 
of finished products down to 
acceptable levels. 

Durable goods production 
was up-the first month-to-month 
gain since November. Output of 
fabricated metal products and non
electrical machinery remained 
strong, reflecting peak output of oil 
field equipment. And transpor-

tation equipment increased sub
stantially, reflecting the settlement 
of a work stoppage that had idled 
shipbuilders. 

Production of primary metals, 
however, was down nearly a tenth. 
The manufacture of goods used in 
residential and commercial 
building-especially reinforcing 
steel bars-was sharply curtailed. 
Output of utilities and mining was 
modestly higher than a month 
before. 

Soil moisture was adequate in 
states of the Eleventh District in 
early spring, providing generally 
favorable conditions for the 1975 
season. Wheat and oat crops were 
progressing well, and prospects for 
a favorable grain harvest remained 
above normal. 

Based on April 1 conditions. 
wheat production in Texas was 
forecast at a record 140 million 
bushels-nearly triple the below
average production of 53 million 
in 1974. Though the peach crop 
was damaged by freeze in northern 
areas of the District, it was in good 
condition in sou thern areas. Citrus 
trees have set an excellent crop 
for the next season. 

Cattle feeding remained at low 
levels. Cattle on feed in Texas on 
April 1 numbered slightly over 1.1 
million head-49 percent fewer 
than a year before. And the 329,000 
head on feed in Arizona were 41 
percent below the year-earlier total. 
Drylot sheep feeders in Texas 
have also cut the number of sheep 
and lambs on feed by more than 
half since last year. 

The index of prices received by 
farmers and ranchers in Texas in 
the month ended March 15 declined 
for the fifth consecutive month. 
(Continued on back page) 
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RESERVE POSITIONS Of' MEMBER BANKS 

Eleventh Federal Reserve District 

4 ",""I .-KI'" 
4w __ 

4 ",_ ,n<l'" - All< 2.1915 M •• 5.1915 Apt 3 , 1914 

TOI .. ' _____ 1.995,532 1.1198,163 2.001,302 
Wiln F_ ... Res«ve B . ..... 1.660,621 1,685,927 1.684,164 
CUff,",CY IfI(I coin 334,911 =.'" 317,138 

l'Iequ""'r_ 1.985,320 1.992,523 1,1198,421 
Ex __ 

10,212 6,240 2.881 
8Q.rowIngs 9,915 11,889 7~,853 

F,...,"*,," "" - 5.649 -73.977 



BANK DE~TS, EHD-QF-MONTH DEPOSITS, AND DEPOSIT TURNOVER 

SMSA's in Eleventh Federal Reserve District 

(Dollar .mo..,b in lllou"""'_ .......... lIy edjuslMl) 

DEBITS TO OEMA.ND DEPOSIT ACCOUNTS' 
DEMAND DEPOSITS' 

Percent er.. .. ........u .. ,-'. ." Mar 19751'om 01 tum ... ", 
1915 3 monl~'. 

St.ndwd 1Mbopolllan ( .... nnu.,-rat. , .. ." HI7SIrom Mar 31. .- "" Mar. 
~"N basi.) 1975 1974 1974 1975 1975 1975 1974 

ARIZONA: T ......... $16.557.799 -" " " $J.81.402 44 .2 46.6 '" LOUISIANA: Monrooo 8.1)06.127 , 
" • 129.930 '" 45.0 43.3 ,"...,.., 22.438.926 • " " 359.775 ." .n ". 

NEW MEXICO , _.u' 1.481.221 " 
, -, 5'.918 27.6 25.6 25.1 

TUAS: Abl,.",. , " • 150.721 ~ .. 28.9 24 .1 
"'m..-llio , -,. -, 259.399 '" 42.5 411.3 
... ...tin -. ,. 

" 422,5M '" 46.1 '" BNumonl·Port MIIur-or-an3:" -, • • 348,646 ~, '" 31 .6 
BrawnsvHt.-Herli"'llftf>-San 110 -, , 

" 128.733 '" ~., ~. 

Bry .... COI. SI.IIOO , , • 62.601 28.8 28.5 ", CorpuaChrl." • , , 312.353 40.3 41.0 41.2 
Coraicana' 

" " " 44.1~ 19.9 ", ". Dall .. -, - , • 3.245.013 '" ~, M' 
EI P.IO • -, -. 336.119 39B 41 .5 '" FortWorth , - , , Il0l8.413 43.8 44.0 '" aalYNlon-T_CIty , 

" " 155.077 33.7 ~., ~. , 

HoUllon , 
" " 4.062.036 ~, 66.0 '" K~-"TeonpM -" • , 118.665 ,,, 24 .3 ro., 

~-
, 

" " 10.313 ,,, ,,, 
'" l ubbock • -" -" 249.063 43.3 '" '" Mc;AIiefl·Pl>arr .Edlnbur\l , 

" " 168.203 27.2 ", ,,, .. ~ , 
" " 223.892 '" '" '" ~- • " " 142.224 26.0 '" 

,,, 
San Angelo , 

" " 103.306 29.1 ~, , .. 
San"'monio , 

" " 917.283 36 .0 '" ", S/ttInnan.o.ro-. -, -, • 81.161 11.3 '" '" T •• ericana (T ....... ,qn ..... ) , ,. 
" 95.061 26.1 ,,, ,,, 

~!:. 
, 

" " 152.826 27.3 '" ". -, " " 16!>.S02 '" '" 33.5 
Wlc~lle Fans 

" " 
,. 182.862 '" '" ". 

To1.Il-30 cent ... $77B.024.608 ,. ". '" $1 4.018,\161 '" '" ~, 

1 o.poaitl 01 incliYicluahr. partnerlhipa. and cotp,nno .. and 01 __ ..., po'i~c.' . utl<ltYieion. 
2. CountybH .. 

CONOtnON OF THE FEDERAL RESERVE BANK OF DALLAS 

(Thouoand cIoI~) BUILDING PERMrrs 

Apr 23. "'pr 24. Mar 26. VALU .... TION(Dollar amounla in lhou .. nda) - 1915 1914 1975 
T_U<*lce<l __ 

1.010.255 669.447 609.918 
P"'c .... , cr.. .. 

L..- 10 _11M bornk. 29.100 91.710 9.166 MI ' 1915 
OII>..-looIn. , • , HUMBER ,~ 

Fact. .. &llJ""CY obI~ ... 235.148 94.738 220.110 
U.S. GcnWn .... nt.., ....... 3.716.045 3.324.814 3.589.895 3monlN. 

~=:rntoa':, =. ~ 3.980.893 3.517.262 3,819.171 . " 3m .... ." 'm~ 
,~ Mar. 1975lrom 

1.8211.059 1.742.451 1.762.4 63 NY 1915 1975 1975 1975 1975 1974 1974 
F_ ' _I10""" nactuel 

c1<cui.lIon 2,674.191 2.444.646 2.648.081 ARlZOfoIA 
Tucson ... 1.341 $5.712 $16.179 "" - 39% - 35% 

LOUISIANA 
-,~ 
Wrnt Monroe " '" - 3.764 -~ -" -~ 

S~r~ .M ' ... 3 .745 10.543 -, -" -" 
TEXAS ,.- ~ ~ 2.014 5.012 , 

" " "'m,rlllo = .M ,.= "", " -" -" YAWE OF CONSTRUCTION CONTRACTS "'unn n, 1,132 6.985 28.447 -M - n -" B .. umont ,~ ~ 4.265 8.110 '" " • (Million etoIl.",) Bm_lII. ,n '" '" 2,079 " -" -w 
Corpu. C~r",fl - - 1.618 ... OO - ~ -" -" 0_ 1.513 4.279 23.000 72.487 '" -" -, 

January_March ~ " '" ", '" " " 
, 

EIP..., '" 1.078 5.745 ".., " -" -n ." '" "" Fort Worth = ", 14.527 23.015 ,,, -" - 00 ... r •• and type 1975 1915 1915 1978 1974r G._on " '" '" 1.617 .. - M -" 
FIVE SOUTHWESTeRN HouSlon 2.076 5.592 44.294 137.907 " -, -" 

STATES' 1.\67 ." no 2.617 ,.~ 
l .r_ '" '" 1.975 2.791 2.224 ,,, ,,, 

Residential building ", n< ,,, 
'" 1.056 LubbOck ,~ - 39.736 ."" 1.149 '" 

, 
No...-entlal building . ." '" '" 1.281 1.011 MidI.nd '" '" 2.219 '.'" " " -w 
_Ing conllrucllon '" ". ". ". '" 

~ '" = 2.387 6.040 -" " -" PortMhur ,~ '" ", '" " " " UlilTED ST ... TES 6.s74 4.955 5.100 16.554 19.942 
~::.t':" " '" 1.346 3.056 " '" 

, 
_m,., building 2,316 1.583 ,,., 5.448 8.020 1.621 ,.~ 11.720 24.958 '" -" -00 Nom_.ntial bujldlng .. 2 ,402 2,199 2.233 6.787 7.188 SlMrrm .... ~ " 'M 1.517 ", , 

" Nonbuilding conll'uclion ' .. , 1.\72 "'" 4.319 4.734 la ... kane " '" '" "" " -" - ro 
w.~ ,~ ,ro ~ 3.527 -" -" -" 1. ,,"zon •• lOUisi.na, NewMAxico. OkIahom ••• nd T .... WicMaFaila " ", 3 .247 '.- '" '" '" r_R"';_ 

NOTE : Oel';la ""y not add to loti,. bore ....... 01 ,oundlng. 
SOURCE: F. W. 00II1/1, Mc:O.aw-HiII.lnc. 

TOlel--26 CI~M 9.561 "". $182.892 $463,182 ." - 31% -31% 



DAILY AVERAGE PRODUCTION OF CRUDE OIL lABOR FORCE, EMPlOYMENT, AND UNEMPLOYMENT 
(Tho ..... nd bart ... ) Five Southwestern Stales' 

f>er"*,,lc~~l1om 
(S.aoc ... NyacljUilacl) 

." ' w •• ''''. •• 
~- lilTS 1975 191., 1975 19H 

Thou ...... 0 ' _'" 
~OUR SOUTHWESTERN 

~, '''' ." STATES 5.882.3 5,i173.0 6 •• 12.5 - 1.5'" -8.3'" 
LOUdloona 1.8011 1._.5 2.,2., - u - 15.2 - 1975p 1975 1974' 
N_Ma. lco 2516 267.0 275.0 - 2.0 -.. CNH ian IoIbor ton:e 9.239.0 9.2.3.5 8.885.5 Okl.noma .~. 4~.5 .98.5 -., -" 'PH 3.3692 3.348.0 3.5149 , - 4.2 T DIal .... poIoymanl 8.&20 0 8.616.8 8.~80.5 

GuUCoU\ 652.0 &550 ~ .• -., -., Total u"","poIoym .. n 619 \ 6266 .05.0 
W ... T ...... 1.806.7 1.7116.5 1.853.2 " -2.5 Un'fI'II)loym.." f'" '" '" 4 .6"-
EutTe.as(po-operj 2156 214.5 201 •• , ,. Totll nonagrlculturaj "'ao-Panh_1e '" '" 59.4 , .. -2.4 and ... ..,. _pk>rmenl 7.518.9 7.598.8 7.498.6 
R .. t01 otal, 6369 ~., 720.5 - , - lU M ... ufactu'lng 1.2531 1.2573 

UNITED STIITES 8.3945 8.495.0 8.950.0 -. .,. - 6.2'" 
1.3201 

Du .. ~ 705 .8 7072 742.8 
NDnd",.tH 547.3 5SO.2 577.9 , _.-

ND"",.nul.cturing SOURCES: Am .. lc .... Poolt"oleum I",tilut. 6.325.6 6.341.5 6.1779 
U S. 8 ..... u 01 lIIiMa lllining ~" 267.5 =, 
F_ .. Reserve S.nIc 010., .. Co ... truction ~o 5194 m' T . ... oportallon and 

public o.rtll~ieI 
~" !>OS.1 5127 ,,- 1.8126 1.812.0 1.764.3 

Finat>el .roo 420.8 403.1 -. 1.300.5 1.298.5 1.2539 
00.....,.,.., ... , 1.5199 1.518.3 1.4634 

Atilon •• LOUd; ..... ""'" 111 .. 1<:0. O1<~hom •.• nclT .... , Actual eh.ng. 
p----f'._''"l' 
.-R ... -.:l 

INDUSTR .... L PAODUCTlON 
NOTE: c.tanl ""~ f>OI add 10 lOla" bee ...... 01 .ouncling. 
SOURCES: Sl lIe ~Ioymentag""'!ea F_., ...... 8anlc01 D .. , .. (_-'acljust ...... ) 

(s.-onaliVad/l*ld Indaxaa. lIMIT - 1(0) 

~, feb. "'" ~, 

Ar .. and ~o"_' 19T5p 1975 197~ 197~ TOTAL OIL WELLS DRILLED 

TEIIAS 
T __ p.odllcUo" 1329 1328 lUll, 138 1 .. "''''''"'''' 138.4 138.7 1431 143.3 Four1~ Thi.d 

"'"'~ 1579 1576 1611 1590 qua" .. q",ner P .. c.nt 

-~~ 1243 .~. 130.2 132.0 ~N 1974 1914 Chl "'II' -.. 110.4 1101 1137. 117 7 

~.- 1677 16S.3 168 1r .~. FOUR SOUTHWESTER~ 
UNITED STATES STATES 1.827 1.710 ... T __ produe1Ion 

.~, 110,7 1137 1247, louisiana n. ,~ " """ulectur1ng ,_ 1078 .~o 1123r 1246. ~. " " _21 .3 

"".~ 102.9 • ro. 107.9 • 1204. O ... hora '" ." 16.1 

-~ 
115.0 116.3 1187. lJUI. Ne..-Mex;eo . " .. 17.4 ..... 1010 106.8 107.6' 1122, OIc I.hom_ '" '" 46.8 

~ 146.2 1466 148.0. 1465, T ..... 1.132 1.164 - 2.7 
~. 0 0 

p..-Prallmlnary ~-. 
1.132 1.164 - 2.7 

.-Re¥lM<I UNITED STATES 3.626 3 •• 17 6.1!!. 
SOURCES: Board otG~ollM F_aI R_ S)'&f&fn 

F~ .• ~ e.n~ol Dan .. SOURCE; AmtIrn:_n Petrole'\lm Instilul. 

The decline was slight, however, as 
higher average prices for livestock 
and livestock products partially 
offset a 3-percent drop in crop prices. 

Compared with a year earlier, 
average prices received by farmers 
were down 25 percent, with both 
crop and livestock prices substan
tially lower. Meanwhile, the index 
of prices fanners paid declined 
slightly but was 10 percent higher 
than a year before. 

Cash receipts from farm and 
ranch marketings in states of the 

District the first two months of this 
year totaled $1.5 billion-a dramatic 
31-percent drop from the same 
period last year. Crop receipts had 
plummeted 34 percent, while 
livestock sales had dropped 28 
percent. 

The drop in receipts and resulting 
decline in farm income slowed 
capita l outlays. For example, unit 
retail sales of t ractors in the five 
states in January and February 
were down a fifth from a year 
earlier. 

Percen' cllange 
Ma. 1975 l.om 

'''' ." 1975 1974 .. .... 
0 .. , 

-" 52.9 
'- .1 7.' 
- , ••• -, - 5.1 -., -" - , - 5.3 -., , .• -., ,., 

- 3 .7 - 4.3 

., - 0> 
0 " - , ,. ., ,., .. m 

Pe.e.nt 

1974 
"~.";1" 

l.om 1 13 
eumula!n., cu ..... ,al,ve 

6.722 17 6% 

= - 3.7 

'" -2H . " ••• ~ . ,., 
1.148 28.0 
4.402 '" • - 83,3 
4,401 '" 12.785 29.3!!. 




