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ECONOMIC
REVIEW

1956

The ati n' economy during 1956 di played
broad underlying trength ne records of produc­
tion con umption inc me, empl yment and credit
were establi 'hed de pite adju tmen in a few ba ic
indu tries and a maj r teel trik. The trongest
timulant w~ the 22-percent increase in plant and

equipment expenditure. which brought a harp rise
in industrial constru tion a higher level of machin­
ery production, and a very tr ng demand f r long­
term fund. Industrial pr duction averaged n arly
3 percent above 1955; m jor gain in machinery.
chemicals and allied products. pap r and printing.
and minerals indu tries partially offset decline in
automobile, farm equipment textile and various
con umer durable go ds manufacturing. Automo­
bile as emblies declined 27 percent, but large gains
in aircraft pr duction and railway-car building offset
the decline.

Till industrial trength, b th in current produc­
tion and in the devel pment f new capacity, wa
largely r spon ible f r the r" ing level of employ­
ment waoes, income and pri e!. Full employment
of the ation', lab r re ource reflected in th
1.786 000 increa e t an average of nearly 65 mil­
lion workers brought pre ure upon mo t labor
markets, and wages increased t a new high. Wage
increases coupled with price advance temming
from shortages of certain basic raw mat rial, led
to rising costs.

The value of new construction wa nearly 3 per­
cent above that of 1955 although new hou ing. tarts
declined markedly. The largest gain in construction
were in indu trial public works, and institutional
building programs' and heavy bond commitm nt
oted in lat 1956 indicate that such programs will

continue large in 1957. The declin in ne housing
tart in 1956 was attributable largely to the market

overhang of new house hicb developed in late
1955, higher construction cost, the hift t ward
larger and more expensive home: , and the relative
di advanlag of Government-in ured or -guaran­
teed mortgage loan in a mark t characterized by
rising rate of inlcre t.

The gain in employment, together with higher
wage rate, incr ased p ronal income to an annual
rate of 325 billion in 1956 compared with $30
billion in L955. Larger dividend payment and the
new Soil Bank payments to farmer al 0 contributed
t thO in rea e. Allhough rising at a slower rate than
in the previou year, con umer credit increased
more than 3 billion during 1956 mo tly non­
automobile instalment paper.

The magnitude of uch income and credjl ad­
vances was reflected in the teady strength f retail
ales during most of lhe year. Retail ale were

largely a upporting factor in the economy in 1956,
aJth ugh total consumer exp nditure were definitely
an e p n ive force, gaining nearly 5 percent over
1955. Although con un1er buying of goods did not
keep pace with the increase in indu trial production
and inventorie advane d throughout the year ex­
penditure [or er ic incr a eel sharply.

Th ation' economy in 1956 lh ugh advanc-
ing at a ) wer rate than in 1955 exhibHed breadth
and re iJiency in the face of ub'lantiaJ adju lment .
The economy rebounded from the tee I trike to new
illghs but at the cost of further upward pressure
on price . The greate t trengtb f the economy in
1956 was its plant expan ion program. However in
view of the new capacity now a ailable and th
improvements in ex' ting planl facililie , con umer
expendjtures will need to expand in 1957 in order
to ab orb the incre ed pr ducti n.



In the Eleventh Federal Re erv Di trict, the underlying
strength and expansion of diversified ources of income more
than offset the effect of adjustment in a few basic industrie and
al 0 moderated th ffect of the drought. Economic expansion in
1956 was at a lower pace tban in the pr violl year primarily
because many of the Di trict' busin es and industri were
operating at capacity or near-capa ity levels. As in the alion
the main timulant to the outhwe tern economy continued to be
expan ion in indu trial capacity and operation .
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Tbere wa full employment in the Southwe t in 1956. on­
agricultural employment et new records in Augu t and in ea h
ub equent month for a total xpansion f over 3 percent. Maj r

employment gains of m re than 4 percent occurred in the manu­
facturing. con tru tion,finance, and g vernment categorie .

Primary gains in manufacturing employm nt were evident in
tran portatioD equipment machinery, fabricated metal chemi-
als, and printing and publishing industrie . Within the tran ­

portati n eqUipment indu try strong gains in aircraft production
greatly outweighed d cline at automobile as embly plan . The
fabricated metal products and machinery industri generally
re p oded to the timulant of expanding plant and quipment
expenditure; gro th in the rna hinery indu try also reflected
the further development of the el ctrorucs indu try.
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Partially ffsetting these gains were declines in the Lumber and
wood pr duct and apparel and textile mill products indu trie .

orne of the decline at lumber and ood pr ducts plant w the
result of the lower Ie eJ f re idential building. In the apparel
and textile mill product industrie activity followed the national
pattern of lower demand and an accumulation of inventorie .

10 the p... trol urn industry 195 was generally another year of
ubstanrial growth. District crude oil production increa ed 5 l' r­

cent in 1956, ending the year at a new record. rude run to
refinery till were at a near-record Ie el at the end of 1956 and,
for the year howed a 6-percent advance. Total well completi os
were a1 6 percent above the previous year.
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VALUE OF NONRESIDENTIAL CONTRACT AWARDS

VALUE OF CONSTRUCTION CONTRACTS AWARDED

Behind Lhis tory of general expan_ ion wa a pi lure f exce
capacity and reduced allowable with both g oline and crude
oil to ks ub tantially above needed working level. The foreign
d mand riginating fr m Lhe Middl a t crisi in early ovem­
b r enabled the indu try to reduce crude il tacks and increase
production allowable, but gasoline stocks continued to ri e.

H wever the temporary alleviation f thi exce -capacity
problem by Middle Ea t events merely onceal the underlying
trend of greater capa ity addition than warranted by the regu­
lar demand f r oil from thi area. With new oil field being
developed each month, the outbwest oil indu. try needs a care­
ful appraLal of it current po ition.

Other mining acti ity al moved up during 1956; new pro-
duction records were reached for pota h, copper, uHur. and
natural ga. arketed production of natural gas was approxi­
mately 12 percent more than in 1955, and sulfur mining in­
creased 19 percent.

The value f c nstru tion c ntract award in tb District wa
percent ab ve the total in the preceding year, with residential

awards advancing 1 percent and 'all other' award increasing
13 percen . Rising a t and th construction of larger bou e
with more complete acces orie raised contract a ard totals but
the number of new hou ing tart wa d wn sharply. ommer­
cial manufacturing and educati nal building wa markedly
above the previou year. Expanding plant and equipment e pen­
diture timulated the gr th of manufa turing. and p . sibly
commercial can truction.

The effect of tbe drought and reduced acreage allotment
upon fann income were partially 'ff et by in rea ed liv t k
marketings and a ub tantially larger wheat crop. oupled with
larger G emment pa ment ,th e increa e brought total farm
income up to the 1955 level. Many farm r upplemented their
income by obtaining nonfarm emplo ment.

evertheles the effect of tb widespread intense dr ught
of 1956 should not b minimized. With the e ception f the
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With each pas log year of dr ught, the problem f adequate
moisture supplie become. mar critical. AO'ricultural producti n
and income are ignificantly affected by drought, but the water
problem also influenc industrial activity, a w II the c{ nsum­
ing public. Sharply incr a ed c nservation measure are n 1 ager
a luxury for the outhwest; they are an urgent neces ity.

wheat crop hich w u tained by rain in late 1955, the out-
put f all major crop a Ie than in the preceding ear. The
d Line ranged from _0 t 60 p reent for ri . hay p anut .
and corn t 8 to lOp rcent f r tton and oats. Rang reached
their w rst condition in the recorded h' tor f th outbwe t,
and livestock marketing were forced t adil higher de pite Gov­
ernment si tan e program. An important long-range effect f
the dr ught \ a th 'ale f foundati n herds. the rebuilding of
wbich may require many year..

Overcoming the agricultural and ther adju·trn nt , p rsonal
inc me in the outhw tie timated t ha incre ed alma t
5 p~rcent during 1956. timulated primarily by ri ing level of
wage and employment. Many maj r labor marke in the Dis­
trict tightened appreciably during the y ar, and j b ffering­
especially for skilled and emi killed w rkers - w r much
great r than tbe llpply of w rk r .

De pite ri ing price and increa ed omp titi n, r tail trade
was well u tained in 1956, av raging nearly 2 p~rcent above a
year earlier. The expanding income and employment totals pro­
vided c llSumer with a . teady bU

J
ing capacity, whi h th Y u ed

witb ery little reluctan e. -vidence of tIle hift in can umer buy­
ing in 1956 fr m durable t nondurable and services wer the
decline in ales at hardware building material . applianc~ and
automotive establi 'hment , off et by the gains at ga 'oline ervic
tation , apparel outlet, and drug and pr prietary store. To a

large extent, the gains in th S uth est w re mo t marked in the
early and lat portion of the year as sale declined n ti eably
during the summer and early fall.

DEPARTMENT STORE SALES AND STOCKS
ELEVENTH FEDERAL RESERVE DISTRICT
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INTEREST RATES
1956 Financial developments in Ih ation and in the Eleventh Oi -

trict during 1956 reflected the impact f trong economic situa­
Lion. charact riz d by divergent trends in indi idual indu tries.
and th ontinuati n of a m netary p licy designed to temper
'p nding a output pre ed the limit of apacity. As uncertain­
tie early in tb year gav way t r newed confid nce. demand
for credit threat ned t w 11 the pending tream and add t
inflationary pre sur . on quently. F deral Re erve authoritie.
pur. ued 01 en market p licie' that p"rmitted the credit market to
lighten a demand fO e. Then. as pressures of demand promot d
higber intere. t rate in the money and capital market the ed­
eral R I've bank raised their discount rate. in two tep.. from
2Yz percent t a uniform level of 3 percent. B the end f
1956 yieJds on .oited tate G v roment .ecuritie and higb­
grade municipal ·tnd corporate oblioation were one-half to lhree­
quarters of a percentaac point higher than at the end of 19 -5.
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UN ITED STATES

The clo e interrelationship between bu in s activity and finan­
cial developments fund e pre ion in the shifting demand for
credit. In 1955 the major thrust fact r timulating btl! ine' as
on umer d mand. particularly for aut mobile appliance '. and

hOll ing, nsequently, per anal debt r by a r cord amount.
During 1956, however, b th the can umer durable and residen­
tial constructi n industries underwent readju tment a' demand
sub ided' personal debt rose can iderably Jes than in 1955. Tn
addition. a ubstantial ca h . urplus enabled the Federal G v fO­

ment to reduce the gro public debt by 4,100,000.00 . as con­
tra ted wiLh a $2 billi n increa e in J9 5. Over-aU credit demand
remain d excepti nally tr ng, however, bu ine s sought
funds to finance in entory ac umulation. especially in the fir t
half of th year, and to . upport a ri ing level f expenditures on
plant and equipment. State and 10 at governmen ontinu d to
seek large amount of funds to finance long-term project .

Th trength of aggregate demand under c ndition of capa ity
output ju tifled are. trictive man tary policy in 1956 but the
nature of the shifting character of busines activity and credit
requirements made it especially important Lhat credit expansion
be limited to moderate amount and e sential u e . Long-term
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During Januar and February c nsiderable uncertainty pre­
vailed with re p t to the utl ok for bu in ; thu. y tem open
market operati were de igned primarily to ab rb redundant
re erve funds ari 'ing from decreas in urrency in circulation
and required re erv of member bank. Yields on Government
ecuritie and other high-grad inve tmen declined lightly dur­

ing the period. Between lhe beginning of Mar h and mid-April,
h wever. c nsum rand bu ine atlitud appeared to trengthen
materially. One of the mo [ important devel pment promoting
confidence wa th announcem nt of capital expenditure plan,
indi ating mark d tr mrth thr ughout the r mainder of tile year.
Moreover. commercial b nk loan r e $2 150 00 000 in
March partly because of tax borrowing but al 0 to finance inven­
tory accumulation and capital spending program . The events.
c upled with pres ure n prices as economic resource continued
to be employed 10 e t apacity in all but a few lines and rela­
ti ely harp increase in intere t rate in the money and capital
market prompted the Federal R erve banks to incr ase di ­
count rate in mid-April. Ten of the bank rai ed their rates from
211z percent to 2% percent, while the rem -ining two - Minn ­
ap Ii and San Francisco - moved to 3 percent.

The widespread c n umer nd bu ine onfidence lbat had
permeated the economy earlier in th ye r appeared t dimini b
omewhat in the pring and early summer. a failure of demand

for new automobile to increa e as expected and a continuation
f housing tart b low the year-earlier level were r inforced by

gr wing c rtainty f an interruption in teel output in the ummer.
In late May and early fun, y tern pur ha of G v roment
securitie in the open market provided fund to upp rt asonal
expan ion in bank loans for tax purpo e . and in late June, sub-
tantial purchase pr vided funds to meet th nOffilal ea onal
utfiow f currency in early July. Ithougb taut condition pre­

vailed in the credit market. bank: re erve po iti n eased as com­
pared with pre ur in pril and fay. and yield. on high-grade
money and capital market instrumen declined.

Tn trengthening of pri t> of debl instrument wa hort-
Jived. however, d velopment during lhe ummer pointed to
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project uch a tho e that busin and tate and local go ern­
ments ought to finance by borrowing in the capital market and
from bank wiJI add ultimately to the ation productive capac­
ity. In the short run, however uch pr gram. augm nt infla­
tionary pres me becau e they require large am un of labor
and material but do n t add immediately to the flow f good
available for purcha e. Bu in corp ration, coofr nted with
relatively tringent b rrowing terms in the capital market turned
to bank for temp rary accommodation in order to begin or to
c ntinue their e pansi n pr grams. on equently, one major
purpo of the re trictive m netary policy wa to limit the u e of
bank credit for capital expan i nand th erve to lengthen the
p fiod of pro p rity.

RESERVE CITY
BANKS
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GROWTH IN BANKING TOTALS
MEMBER BANKS

ELEVENTH FEDERAL RESERVE DISTRICT

PERCENTAGE CHANGE
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occa'ioned by the record Ie el of p~ndiLure on plant and
equipment. hort- and lng-term intere t raLe began Lo rise in
July. and in late Augu 't, the e advance were capped by in rea
in discount rat (0 p~rcent at the remaining 10 Federal
Re 'er e ban .
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INVESTMENTS

Fr m a tatistical tandp int. bank re erve positions eased con­
iderably during the I t 4 monLh of the year in re pon e t
y tem actions. uch action were de igned to upply an appr ­

priate volume of re erve to the market for a.onal needs but,
at the ame time, discourage 'peculative credit expansion and the
ab orption f bank credit in long-term projects. The ea ier bank
reserve positions reflected, in part. the fact that the marked de­
elin in bnnk liquidity which began in 1955 and continued during
1956 enabled th y tem t btain lh de ired degree of re traint

ith a ub tantiaiJy maller level of net borr wed reserv among
member banks. More ver. bank Joan expan ion during the latter
part of the year app ared to be proceeding mainl along
:eas nul lin .

-IOL-----------------------I-IO
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a ustain d high level of bu ine activity and persi tent demands
for cr dit throughout the remainder [1956. C ntrary to the
fear. of numerous ob erv r ,lb loppage f teel pr duction in
July did not re ult in a rapid deterioration of economic activity,
and confid nc strengthened markedly as it became clear that
teel utpuL would be re umed in August. apital expansion pro­

gram f bu ine . e. and state and local government construction
pr jecrs appeared t be pT gre ing as fast a availability of fund
and material would p~rmit. Faced with a decline in internal
liquidity and relatively tringent tenns in th capital market, cor­
porati ns turned increa inely to commercial bank for temporary
accommodation in order to atisfy the growing need for fund

De pite the improved re erve positions of banks. yield on Gov­
ernment obJil!ation rose harply during the la t few month f
1956, particularly in late ovember and D c mber. ev raj fac­
t r contributed to the rising rate truetur on G vemment bliga­
tion.. Among the rno t imp rtant were th heavy and largely
unfore e n c h drain on the Trea ury (re ulting primarily from
redempti [} of aving b od and intern tional de elopmenrs
that nec "itated a larger than e 'peeted amount of borr wing in
the la t quarter; liquidation of Go ernment obligations by a num­
ber of foreign investor'· tr ng demand for fund , and pro p~

of a c ntinuation of uch demand in early 1957, on the part f
bu ines corporati n and tate and I cal government ; and ub-
tantial liquidati n of hort-tenn Government .ecuritie , particu­

larl Trea ury bill , by corporation in order to ill ct dividend
requirement and for other purposes,

Partly [0 off et the marked pre 'sures arising from these factor
and partly to pr vide needed seasonal funds, the Sy tern increased
it holding of Government 'ecuritie and banke . ac eptance



by almost $1.200,000.000 during November and December, with
more than $250 million of the increase representing net acquisi­
tions of sccurities rind acceptances obtaincd under repurchase
agreement from de:tlers.

Monctary policy actions appeared to become increasingly effcc­
tive as the year progressed. By midyear. bank holdings of liquid
assets, accumulated largely during the period of ease in 1954.
had been reduced to low levels. with the result that Syslcm meas­
ures of rcstraint induced more immediate effects. This increased
effectiveness was reflected in the moderation in bank loan expan­
sion in the latter half of the year in spite of continued strong and
persistent demands by borrowers. Adjusted loans of the Nation's
weekly reporting member banks rose 52.600,000.000 during the
second half of the year. compared with a gain of $4.700.000.000
in the corresponding 1955 period. 'evertheless, total loans of the

ation's commercial banks increased 58 billion during 1956. or
$4 billion less than the S 12 billion expansion of 1955.

Loan growth at member banks in the Eleventh District in
1956 was nOI as sharp as in the I. ation. Loan expansion at Dis­
trict member banks toHlled only 585.845.000 - or 2. I percenl.
as contrasted with a $486,368,000 - or 13.8-percent - gain
in 1955. Continued drought promoted conservative lending pol­
icies at banks in agricultural areas. Moreover, trends in residen­
tial construction activity in the District prompted member banks
to effect substantial reductions in their construction loans, and
real-estate loans rose only moderately. The shift in consumer
spending from durable toward nondurable goods and services
contributcd to a diminished rate of growth in bank Icnding to
consumers and a sharp reduction in loans to sales finance com­
panies. Loans to manufacturing concerns, however, rose mark­
edly as industrial output and capacity advanccd in the Southwest.

Primarily bccause of Ihesc dcvclopments, reserve positions of
District member banks - particularly those in cities - eased
somewhat in the second half of the year, after becoming relatively
taut in April and May. Nevertheless, strong demand for funds
was evident throughout the year, with the easing of positions in

the latter half resulting primarily from concentrated efforts of
banks to adjust their portfolios to the requirements of an active
business situation, a shortage of funds relative to demand. and
declining bank liquidity positions.

Investments of District member banks also expanded moder­
ately during the year. As a result. lotal earning assets advanced
5214.275.000, or 3.1 percent. Total deposits increased $314.­
758,000. or 3.3 percent. to a year-end total of S9.803.466.OOO.
Member banks added $55.464.000 to their capiwi accounts.

A rising pattern of tax revenues. generaled by the maintenance
of tax rates as the economy advanced to higher levels of business
activity and income. provided a margin of receipts over expendi­
tures that permitted the Federal Government to reduce the gross
public debt by 54,100.000.000 in 1956. The absence of the
Treasury as a net borrower during the year as a whole was of sig­
nificant importance in moderating strains in the money and capi·
tal markets. particularly during the first half of the year. because.
in effect. the debt reduction released funds that could be directed
to meet demands o[ other borrowers. Nevertheless. the marked
seasonal swing in Treasury receipts. coupled with large and
unforeseen cash drains late in the year. forced the Treasury to
enter the market with cash offerings four times during the second
half of the year. In August the Treasury borrowed 53.221.000.­
000 by issuing a 2~ -percent certificate of indebtedness maturing
in March 1957. In October. November. and December. three
special offerings of Treasury bills maturing in January. February.
and March 1957 raised $4.350.000.000. or the $39.300,000,­
000 of marketable securities other Ihan bills that matured or were
called for redemption, 59.300,000,000 was redeemed for cash
and 530 billion was refunded. In addition. $1.500.000.000 of
Tax Anticipation bills was redeemed for cash or in payment of
taxes. Treasury authorities confined the cash and refunding issues
primarily to short-tcrm obligations in view of the strong demand
[or long-term funds by other borrowcrs and an apparent shortage
of savings for investment.



Number of Pieces Dollar Amount

OPERI\110NS
1956 1955 1956 1955

Discounts for member banks
Secured by U. S. Govern-
ment obligations . 695 457 $ 3,812,277,000 $ 1,9'67,153,000

1956 Other 67 52 60,946,000 12,526,000

Currency received ond counted . 147,601 ,000 147,518,000 867,579,000 873,732,000

Coin received and counted 220,979,000 189,817,000 20,977,000 18,570,000

Currency paid out. 835,941,000 847,113,000

Coin paid out 29,856,000 28,511,000

Checks handled 153,086,000 141,406,000 60,185,287,000 56,181,543,000

Checks returned unpaid 2,950,000 2,520,000 250,462,000 233,581,000

Collections handled 853,000 915,000 504,702,000 525,263,000

U. S. Government interest
coupons paid. 271,000 273,000 55,624,000 52,682,000

Coupons of governmental
agencies paid . 6,000 5,000 897,000 624,000

Postal money orders 18,459,000 18,337,000 330,975,000 323,549,000

U. S. Government checks
and warrants paid 24,120,000 22,201,000 4,541,853,000 5,298,676,000

Transfers of funds for
member banks 137,000 125,000 64,845,789,000 55,240,341,000

U. S. Government securities
issued, exchanged, and
redeemed 6,668,000 6,287,000 6,777,469,000 7,189,108,000

Securities of governmental
agencies issued, exchanged,
and redeemed 1,000 1,000 17,696,000 6,030,000

Purchases and sales of securities
for investors 7,000 6,000 2,159,957,000 2,123,165,000

Postmasters' deposits 358,000 354,000 505,554,000 413,522,000



Dec. 31, 1956 Dec. 31, 1955

$ 727,344,125.56 $ 785,592,234.20
26,197,381.17 26,920,596.17

753,541,506.73 812,512,830.37
28,288,000.00 23,316,500.00
14,955,680.81 16,879,081.39

1,275,000.00 2,047,000.00
0 0

68,410,000.00 60,256,000.00
434,509,000.00 237,408,000.00
363,813,000.00 568,025,000.00
111,353,000.00 112,344,000.00

978,085,000.00 978,033,000.00
979,360,000.00 980,080,000.00

1,135.39 1,046.34
250,706,071.20 227,375,030.63

3,969,819.92 2,145,861.31
10,583,715.49 7,766,871.19

2,041,405,929.54 2,070,077,221.23

726,040,795.00 720,021,310.00

1,013,276,638.07 1,019,815,763.68
39,653,806.81 47,588,631.79
15,096,000.00 18,142,000.00
6,884,013.80 2,590,365.39

1,074,910,458.68 1,088,136,760.86
177,689,415.33 204,328,680.40

440,894.31 400,871.94

1,979,081,563.32 2,012,887,623.20

ASSETS
Gold certificates. . . . . • . . . •
Redemption fund for Federal Reserve notes.

Total gold certificate reserves
Federal Reserve notes of other Banks
Other cash . . . . .
Discounts and advances .
Industrial loans. . . .
U. S. Government securities

Bills. . .
Certificates
Notes . . . . . .
Bonds . . . . . .

Total U. S. Government securities

Total loons and securities
Due from foreign banks
Uncollected cash items.
Bank premises . . .
Other assets . . . .

TOTAL ASSETS .

LIABILITIES
Federal Reserve notes in actual circulation
Deposits

Member bank - reserve accounts
U. S. Treasurer - general account
Foreign . . .
Other . . . . . . . .

Total deposits. . . .
Deferred availability cash items
Other liabilities. . . .

TOTAL LIABILITIES.

CAPITAL ACCOUNTS
Capital paid in. . .
Surplus (Section 7). .
Surplus (Section 13b) .
Other capitol accounts

TOTAL CAPITAL ACCOUNTS

TOTAL LIABILITIES AND CAPITAL ACCOUNTS

18,019,200.00
37,507,648.63

1,307,124.72
5,490,392.87

62,324,366.22

$ 2,041,405,929.54

16,562,900.00
33,847,072.07

1,307,124.72
5,472,501.24

57,189,598.03

$ 2,070,077,221.23

CONDITION
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~ARNINGS AND

~. EXPENSES

CURRENT EARNINGS
Discounts and advances

Industrial loans .
U. S. Government securities

All other .

TOTAL CURRENT EARNINGS

CURRENT EXPENSES
Current operating expenses .
Assessment for expenses of Board of Governors.
Federal Reserve currency

Original cost, including shipping charges .
Cost of redemption, including shipping charges.

Total.

less reimbursement for certain
fiscal agency and other expenses

NET EXPENSES

PROFIT AND lOSS
Current net earnings
Additions to current net earnings

Profit on sales of U. S. Government securities tnet) .

All other

Total additions

Deductions from current net earnings
loss on sales of U. S. Government securities (net)

Reserves for contingencies

All other

Total deductions

Net deductions .
Net earnings before payments to U. S. Treasury
Paid U. S. Treasury (interest on F. R. notes) .

Dividends paid .
Transferred to surplus (Section 7) .

1956 1955

$ 830,142.10 $ 467,157.32
0 0

22,699,658.36 15,880,779.52
13,264.22 9,886.85

23,543,064.68 16,357,823.69

6,297,728.69 5,748,282.60
269,900.00 198,000.00

97,148.00 169,740.00
21,252.00 19,943.00

6,686,028.69 6,135,965.60

1,073,098.54 1,079,300.48

5,612,930.15 5,056,665.12

17,930,134.53 11,301,158.57

11,536.95
37.33 2,631.44

11,574.28 2,631.44

45.33
17,891.63 18,944.91

641.26 342.87

18,532.89 19,333.11

6,958.61 16,701.67
17,923,175.92 11,284,456.90
13,223,260.27 6,491,494.08

1,039,339.09 931,085.61
3,660,576.56 3,861,877.21
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HOUSTON
BRANCH

On July 5. J956, ground was broken for a new Houston Branch building
on the block b unded by San Jacinto and Caroline Streets and Jefferson and
Pease Avenue.

The Houston Branch of the Federal R erve Bank f D lias was opened
on August 4, 1919, to provide increased facilitie. for member banks in a tier
of 43 counties e tending north and west from the Gulf 1.

s ec n mic acti ity in the territory xpanded and n fun tion were
added to branch perati n , it became in re ingly diffi ult to handle the
gro ing volume f peration in the limited pace and facilitie pT ided by
the branch building which wa occupied in February 1922. The ne building,
with it 93.000 quare feet of floor space. ill provide the facilitie nece sary
to erve the banking and busine e tabli hments in the rapidly growing
territ ry.
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Year-round air conditioning

29,000 cubic-foot vault

Enclosed roof terrace

Three floors above ground

Basement and underground
security court

Public address system

Clinic, dining facilities, and
recreation room

Outside parking facilities



Enclosed roof terrace

22,000 cubic-foot vault

Outside parking facilities

Public address system

Clinic, dining facilities, and
recreation room

Year-round air conditioning

Basement a nd underground
security court

Two stories above ground

EL PASO
BRANCH

The space and facilitie of the pre ent branch building. cupied n ugust
15, 1920, b arne increasingly inadequate as new fun lions were added and
the volume of operations e panded. The new building which will have 42 0
'quare feet of floor pace will provide adequate facilitie to enable the branch
t di..! harge fully i re pon ibilitie ari ing from the future growth of th·
terril ry.

On November 15. ] 956, gr und was br ken for a new £1 P 0 Branch
building on lh half bl0 k b ullded by ain. Stanton. and Kan a' Stree and
the Texas and ew Orlean Railroad..

The 1 Paso Branch of the Federal Re erve Bank: of Dallas. Wllich pened
on ] une 17. 191 , wa th fir t branch established in the D' trict. lts location
at EI P 0 Te as, place th bran h in the enter f an area c mpri ing 9
countie in p rti ns of Arizona, w Mexi 0 and Texa. ,



Panoramic view of the Cash
Department from the balcony.

Sorting currency received
from member and nonmember
banks.

The re ouree of the Bank on December 31 195 , amounted t
2,041.406,0 0, or 28 7 L.OOO Ie than a year earlier. Among

th principal re urce.. the 979.360, 00 in loan and e urities
w virtually unchanged from lh total at the end of 1955, the

753.542, 00 f g Id ertincate re erve was down 58.971.000.
and tbe 2 0,70 , 00 in un aile t d ca. b items was up

23,3 1.000.

The principal liabilities incJud d F d ral Re er e note eircula­
ti n of $72604 L, 0 . up $6.02 .000 from 1955: depo i of

1,074.910000, off 13.227. ; and deferred availability ea h
items f' 177,6 9, 0 d wn 26.640.000.

T tal current earning~ of the Bank ere "23.543, 0 . and net
earnings before paymen t the nited tates Tr a ury r .e to a
record 17.923 000 during 1956. r 6.639,000 m re than in 1955.
Higher interest rate were primaril re ponsible for the ub tantial
increa. e in earnings. which was nly partially off. et b an incr a. e
in net expen e t 5,613,000. et earnings \ ere di tributed as
r 11 w : paid t tbe nit d State Trea ury. 13.22 ,000' paid in
dividend t member bank. 1,039.0 0; and transferred t urplu

3,661.000.

In carrying out it principal functi n f making Federal Reser e
and Tre' ury currenc available to bank in sufficient volume to
atisfy public demand and r tiring uch currency from circulation

a demand lackens the ASH D P RTME T during 195
handled 110,345 hipmen f urrene and coin t and fr m mem­
ber and nonmember bank and ther, in oIving 1.764,000 00.
The e figure r fie t a light decline in th number of hipmen but
an increa in the dollar amount. The department al paid 277.621
United State Government and agency coupon. and bandIed 6.655
tran acti n. covering the pur ha e and ale f G vernment ecuri­
lie for member and n nmember banks.

Year after year the TRA SI D PART ENT handle a larg r
number of check. and reduces the collection time. thereby making
check more nearly equivalent to c b. During 1956 the Head Office
and branches proce ed 15 .086,000 city and c untry check, or
about percent m re than in 19 5. The number of Governmenl

•



Counting coins returned to
the Federal Reserve Bank.

check handled wa up nearly 9 p rcent to 24 120000; po tal money
order, totaling 18.4-9 00 increa cd only slightly' and items returned
for vari u reason increa ed about 17 percent to 2,950 000. The
daily average numb r of item handled ex eded 648 000 at the Head
Offi,ce and branche, having a alue f $214 million.

The primary work of the Pf CAL GE Y DEPARTME
involve the i suance, exchange, and redemption of oited tate G v­
emment ecuritie; the collection of proceeds from the sale of securi­
tie ; the receipt f excise and withheld income ta deposi . and the
di bur ment of fund vering redempti n f ecuritie . During 19 6
the department handled 6,66 ,000 pi ce of ecuritie having an aggre­
gate value of 6,777,000 000. An important part f the e operation
was the is uance of saving bond m unting to 223,471,000, or
about 10 percent below 1955, but accounting for a 13-percent
increa e in piece: handled to 2,9 5 480. Redemption of 278 483,-

00 of aving bond were up 7 p rcent fr m 1955. but the 3,22 552
piece involved in rea ed only lightly. Wire tran fers of marketable
securities involved 42, 75 piece for a 19-percent increa e. Depo itor '
tax receipt validated during 1956 totaled 4 1,31 piee - up 7
percent.

D pite the decline in cotton pr duction. the COMMODITY
REDIT DE? RTME T hand! d a very large volume of operation

during 1956. ate. ecured by 2,615,3 bale of c non valued at

Punching and cutting unfit
currency for destruction - 52
million pieces in 1956.

Transit: Processing and clear­
ing of city and country checks.



Personnel: Preparing payroll­
retirement program - maintain­
ing employee records.

The Cafeteria served more
than 100,000 meals in 1956.

Auditing: Checks the income
and disbursements of the
Bank's operations.

, 399.872,000 were re iv d and pr ce ed, reflecting -harp in rea e
over 1955. otton relea ed from the I an by repayment of notes, pIing,
or tran ferring totaled 1.472,80 I bales. rn addition, J,204 905 bale, of
cott n were rec ncentrated in warehou e , with r cord proce ed by
the department.

A major function f the LOA A D URlTlES DEPARTME T
i to handle di count for and advance' t member ban ~ . During 195
the Bank accepted 762 n tes for 54 member banks, in olving di counts
and ad ances of $3.873,000, 00 - an all-time record volume. Total
loan outstanding al reached a peak at 12, 00.000 on December 28.
19 6.

During 1956 the tafl' of the EXAMlNATIO DEPARTMENT, in
arrying out its upervi ry function conducted 164 regular and 'pecial

examinati n of. tate member bank. including 16 examination of their
trust departments. and J0 other e aminations and inve tigations. Mem­
ber hip in the Federal Re erve Sy tem in tbi District on December 31



Medical: First aid - physical
examinations - and health of
employees.

Fiscal Agency: U. S.
Treasury agents - Gov­
ernment checks - issues
and redeems bonds.

totaled 6 3 bank, compnsLOg 493 national banks and 140
state banks. The net decrea e of one in membership reflected
tll p...ning of 1 newly organized national bank and the 10
of I J bank through consolidation conv r ion liquidation,
and tate member bank withdrawal.

Th PERSO L DEPARTME - in addition to per-
forming uch ervice a handling new emplo menl , muinte­
nan e of personnel records, issuance of payroll checks. provi-
ion for medical and cuisine services and employee c unseling

- al a maintain a cl se b ervatjon f labor employm nt
and pers nnel devel pment t help as ure thal the Bank'
practice keep pace with tho e of other quality empl yer . On
December "I, 19 -6, the per. onnel of the Bank and it.
branche totalina 1,034. wa 59 more than a year earlier.
but the average for the year wa. up only 24. A major factor
in the cohesiveness and efficiency of the Bank's staff i. the large
number f highly trained employee with I ng record of
ervice. On December 31 1956. there were 214 officer and

employee with ervic record ceeding I - year, of which
J16 had more than 25 year of ervice.

Commodity Credit: Cotton
loan program - handling of
funds on commodity loans.

Accounting: Member
bank accounts - trans­
fer of funds and expen­
ditures.



Research: Statistica I data­
monetary and economic
studies.

Reference Library: Economic
publications and general in­
formation for Bank personnel.

The B P BLI RELATIO activitie were
directed t ward a rueving belter working r Jati n hip with
member ban r and pr m ting publi under anding of the
purp se and bjecli e of th ederal Re erv Stem. An
important feature of the program wa the isitation of every
member b nk and rno t nonmember banks in the Oi trict to
maintain per onal contact, di cus mutual pr blems and
obtain econ mic information. Otb r acti itie included tour
of the Bank and branche by high cb I college and uni er-
ity rud n nd the oen ral public to ob erve op rati n : the
pons r hip f 16 meeting, attended by 1,000 per on ; attend­

an e by 'taft memb r at 410 banking busin and educa­
ti nal meetings having 78 000 participant . the furnishing of
peakers for 89 meeting; and the CiT ulation of the Bank

currency exhibit and five movie film t many group.

The coll etion, analy is, and interpretati n f tati tical
information and the appraisal of ec n mic and banking
de elopment continued to receive major mpba is in the
RESEARCH D PARTME T during 1956. In impr ving it
ervice to the offi r and direct rs of the Bank, the Bard of

Go ernor . member bank, and th g n ral public, the depart­
ment in rea ed the number and op of pecial urvey and
broadened the coverage of tali tical data and economic infor­
malion. The demand for the Bank' pre rele e and publica­
tion - including tb Monthly Busine ReI iew Agri ultural

ew oj the Week and AgriculTural elYs Leffer - c ntinued
t e pand, and an in rea ing number of r que t f r pecial
information were recei ed.

The AUDm G DEP RTM . under the general uper-
v' ion of the Audit Re iew Committee of the Board of Direc­
tor of the Bank, completed its program of audit for the Head
Office and branche in accordance with the tabU hed fre­
quency and cope.

A required by law. the field ex mination talI of the Board
of Governor conducted an e anlination of the Head Office
and branches a of Augu t 31 1956.
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FEDERAL RESERVE BANK OF DALLAS
ROBERT J. SMITH ( hairmlln 1I1ld Federal Resen'e Agenl). Pr~sldellt. Slick AI"va)'s. IlIc .• Dallas, Texas

HAl. B GL (Depuly Chairmlln), Rallcller alld Eeed~r, Dexter, f 0'" Mexico

JO~1 R. AL ORO IlIda1tr/all., /Illd Farlller, H""dersoll, Texw

HENRY P. DROUGHT. Atro",o)' at La..'. Sail Alltollio. Texas

JOHN M. GRIFFTTlI. Pr..ld~lIl. The City Nal/ollll/ BOllk 01 Taylor. Ta)'lor, Texas

D. A. H L Y. Cha/mlall 0/1111: Board olld Presldenl, Loae lOr Gm Compall)'. Dallas. Te~;as

J. EOD 1 LAUGHLI . Presldem. ccuril)' Slate Balik & Trlt I COtl/PUII)', Ralls, Tn.-tIS

J. B. H MA • Presldellt olld Gellerol Manager and Dlreclor. Texas Eleclrlc .r..ice umpollY. ForI Worth, Texas

SID. YOUNG, Ptes/delll. / Paso NUllonal Bf/II/... £/ Po 0, Teras

HOUSTON BRANCH
JOHN . F Iwirm/JIl), Vice Presld~n/ alld aelloml MIll/age,. Te.~a" D/srr/b"'ioll o i"lslon ,

Unit~d Gay Cnrpormlcm, !1ou$unl. Texas

l. BEn' • PreridCIII. The AmerkaJl NlIllollal O""k 0/ BellltmOIll, Be"'lII,olll. T""a.'

L. R. BRYAN. JR.. Yk~ ItaiTl1I1l1I olllle .Board OI.d Chal,m'tI/ 01 ,11. £,t<,<·uti..e otl/Illitree.
Balik oj Ihe Sourhwe., olllJllal Associalioll, Holt.,lolI. Houslon. Texas'

W. B. LLA, Pres/d~III, Ti,e Vlrlorlo NOlumol Balik. Victoria. Texas

A. '. DLiPP. l'ice Pre"idelll tllld Dlreclor, Lltlklll FOIllld,}, do Machille Compm.)'. Llllkill. T~xus

S. MARCU GREER, Vic~ CholrmaJ. olllt~ Ooa,d. Ffrif Cit), NOllolI,,1 Bank of HOIlSlon, HOIlSIOII. TI!XlIi'

TYRU R. TIMM. H~ad, Departm,,"1 oj Agrlcuft"r,,1 Ecollom1l's olld oclolog)'. A. &. 1. ColI",e of Texas,
College Imloll, Texa

SAN ANTONIO BRANCH
A R. THOr-U (Chairmlln). Vice Presldo"', Geo. C. YauJ/lIoll &. OIlS. tl/l AntOllio, Texas

CLARENCE AYR, ProJessor 01 Ecollomics. The Unirersil)' oj Texm. AIlSlill. T"'~CI.r

J. W. BERETTA Pruid"/Il. FirSI 'ariollCiI BOllk oj SOli A/Il()lIio. Son 0411101110. TexCl"

E. . BREEDLOVE. Presidelli. The Firsl allonol Balik 01 Horlingell. HarlingI'll, T"xas

BURTON DUNN, 1Iwrman ollhe EXUlllivr Commi1l~1!. orpll 1IrisII Slole NotlOllal BUllk. Carplts IIrlsll. Texas

. 1\1 RE ,Pr~sitJell/. The Clll<e1tl Nallollol .Balik oj Go....oles. Gon",,/es. T~xm

HAROLD V B R J President. ourlrwesl Resflarc/, Instllute, Scm Antonio, Tt'xus

El PASO BRANCH
JAM A. DICK (Chairman), Presidelll, James A. 01 k IIII'cw"e/ll Compan)'. F.ll'aso. TextU

F. W. BARTON Presldenl, The Marla OIio/1fl1 Balik. Marlll. T. as

JOHN P. BUTLER. Pre Idelll, The FlrSI 1"101101 B/lllk al Mldlolld. Midlulld, Te a
FLOYD CHILDRESS. Vice Presid.nl. The FlrSI NatiOllal Ba/lk 01 Roswell. Roswell. Nell' Mexleo

THQMAS • PAn'ER 0 Vic" President, £1 Paso Norlollol Balik, 11'0.<0, Texas

D. F. STAHMANN. Pre.•idelll, rall/llallll Farms. IlIc.. Ltl rIlees. New lexica

E. J. WORICMA • Pres/dm,', eJ<' Mexico llls/illtle 01 Milliflg alld Tue/mology. oct>rr'o. Nell' Mexico

FEDERAL ADVISORY COUNCIL MEMBER
W LTER B. JACOBS, Prulde/ll. The First Uliollol Bonk oj 1Ir'\I~p"rt, '''~\lel'Qr', Loulslollo
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Mo . HlTL EY JR., Chief Examiner

J,o\M s A. PARKER, Direc/or of Per:;Ql/lle/

GEORG F. RUDY. Assistant COlil/sel o"d
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CHARI. • W....LICER, Economic Adviser-
Office of the Preside"t

PHI IP E.

Y, First Vice Pre identW.D.GE

E. B. Au 'L'I Vice President

HOWARD CARRITHERS, Vice Presidellt

J. L. oaK. Vice President

W. E. AOLE, Vice Presidem

W. H. HOLLOWAY. Vice Pre. idellt alld Cashier

T. W. PLANT, Vice Pre~idenr

L. G. Po DROM. Vice President

ORGAN H. RiCE, Vice Presidel/t ond
ecreWry oj tile Boar,1

HARRY A. HUFORD, ice Presidem alld
Gel/eral 0/111 e/

G. R. MURF , Genuol Auditor

T. A. HARDIN, As'iSlant Vice Presidel/t
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Off\CERS

HOUSTON BRANCH
J. L. COOK, Vice President in Charge

H. K. DAVI , Ca hier

THOMAS R. SULLIVAN, Assistant Cashier B. J. TROY, Assistant Cashier

SAN ANTONIO BRANCH
W. E. EAGLE, Vice President in Charge

A. E. MUNDT. a hier

F. C. MAGEE, Assistant Cashier FREDRIC W. REED, Assistant Cashier

EL PASO BRANCH
HOWARD CARRITHERS, Vice President in Charge

ALVIN E. RUSSELL, Cashier T. C. ARNOLD, Assistant Cashier




