
Bankers Finance Intermediate-Term 
Farm Investments

District farmers are finding that they need more credit 
as they change their farming methods. Expenditures for 
current production costs as well as farm investments have 
grown rapidly in recent years. From 1949 to 1955, for 
example, annual farm expenses increased from 1.2 billion 
dollars to 1.6 billion dollars, and in the same period farm 
capital depreciation, or capital consumption, moved up 
from 200 million to 350 million dollars annually—a 
gain of 75 percent. Those gains have prompted farmers 
to ask credit institutions for an increasing volume of loans 
even though they have been able to maintain compara
tively high equities in their businesses. Furthermore, they 
are requesting a different type of credit than formerly. 
The growth in use of machinery and equipment and in 
livestock enterprises has brought an expansion in the 
need for credit to finance intermediate-term investments.

Farmers, agricultural research and extension workers, 
and others concerned with the progress of agriculture have 
frequently criticized the credit policies of commercial 
banks, especially those relating to financing intermediate- 
term farm investments. Those critics readily acknowledge 
the effectiveness of lending practices with respect to both 
short- and long-term loans, but they suggest that com
mercial bankers do not provide intermediate-term loans 
of adequate size and maturity to finance purchases of 
livestock and machinery and other capital equipment 
needed in modern fanning.

Despite the criticism, however, bankers are extending 
a substantial proportion of their farm credit to finance 
intermediate-term investments. Information obtained in a 
survey of bank loans outstanding to farmers on June 30,
1956, shows that commercial bankers in the Sixth Dis
trict had 336 million dollars in loans to 220,000 farmers. 
Although a large share of those loans was made to finance 
current farm expenses, banks had extended credit amount

ing to 104 million dollars to 38 percent of their farm 
borrowers to finance capital item purchases like tractors, 
trucks, and livestock—items that have a productive life 
beyond the crop season.

Notes made for those intermediate-term purposes 
amounted to nearly one-third of the outstanding farm 
loans at commercial banks in mid-1956—a time when 
farm loans for production purposes were near their 
annual peak. Of the 301,000 .farm notes outstanding at 
insured commercial banks in mid-1956, 16 percent were 
made to finance machinery and equipment purchases; 
5 percent were made to finance livestock purchases for 
establishing or adding to brood herds; 6 percent were 
made to finance automobile or other consumer durable 
good purchases; and 5 percent were made to finance 
land and building improvements.

The original size of the average loan made to finance 
intermediate-term investments, however, was generally 
smaller than the average loan made to farmers—1,068 
dollars compared with 1,118 dollars. Notes made to fi
nance automobiles and other consumer durable purchases 
were substantially smaller than the average of all notes. 
Notes made to finance machinery and equipment averaged 
927 dollars, only about 200 dollars smaller than the 
average size note for all purposes. Notes made for other 
intermediate-term purposes were substantially larger than 
the average.

Forty percent of the notes made to finance intermediate- 
term investments had maturities of 15 months or more, 
compared with only 27 percent for all notes, including 
those made to finance purchases of real estate. Among 
the intermediate-term investment notes, those made to 
finance machinery and equipment purchases had sub
stantially longer maturities than others: 50 percent had 
maturities of 15 months or more.

Loans to Finance Intermediate-Term Investments, Compared with AH Farm Loans
All Insured Commercial Banks, Sixth District, June 30, 1956

Number of Percent of
Total 

Amount Outstanding Average Size (Dollars) of

Purpose Borrowers Notes Borrowers Notes
Thousand

Dollars Percent
Debt per 
Borrower Note

All Intermediate-term 
Investment Purposes . 83,821 97,306 38.1 32.3 103,910 30.9 1,240 1,068
Purchase of Mach. 

and Equipment . . __ 49,419 __ 16.4 45,826 13.6 __ 927
Purchase of Other Than 

Feeder Livestock . . __ 14,723 __ 4.9 22,437 6.7 __ 1,524
Purchase of Autos and 

Other Consumer 
Durable Goods . . 18,328 6.1 8,242 2.4 450

Improvement of Land 
and Buildings . . . __ 14,836 __ 4.9 27,405 8.2 __ 1,847

All Other Purposes . . . 136,076 203,485 61.9 67.7 232,337 69.1 1,707 1,142
All Purposes . . . . . 219,897 300,791 100.0 100.0 336,247 100.0 1,529 1,118
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In practice, renewals were used to further lengthen 
maturities on loans made for intermediate-term purposes. 
Nearly 14 percent of such loans were renewed in accord
ance with previous agreements, compared with 11 percent 
for all farm loans. Loans for intermediate-term purposes, 
however, were renewed without previous agreements more 
frequently than all loans, indicating, perhaps, that the 
former more often had inadequate maturities or that the 
borrowers were unable to meet scheduled payments.

Interest Rates on Notes to Finance 
Intermediate-Term Investments

By Size of Note and Repayment Method, June 30, 1956 
All Insured Commercial Banks, Sixth District

Original Size of Note (Dollars)
Repayment All 
Method Loans

Under
250

250-
499

500-
999

1,000-
1,999

2,000-
4,999

5,000-
9,999

10,000 
& Over

All Repayment 
Methods . 6.8 8.2

(Avg. Annual Rate in Percent)

8.0 7.6 7.4 7.0 5.9 5.2
Single Pay

ment . . 6.2 7.4 7.1 7.0 6.7 6.4 5.6 5.1
Instalment 

with Int. on 
Unpaid Bal. 6.3 7.8 7.5 7.1 6.8 6.6 6.0 5.3

Instalment 
with Int. on 
Orig.Amt. 8.8 10.0 9.9 9.2 8.9 8.9 6.7 6.0

Chattel mortgages were the predominant security for 
intermediate-term investment loans. Two-thirds of all 
notes and four-fifths of the notes made to finance ma
chinery and equipment purchases were secured by chattel 
mortgages, presumably on the specific item purchased.

Nearly one-half of the intermediate-term loans were 
repaid in instalments, compared with only 12 percent of 
all other farm loans. Repayments were made in instal
ments more frequently in the longer maturities both for 
intermediate-term and all other loans.

Bankers extend credit for financing intermediate-term 
investments through merchants and dealers about as often 
as they make direct loans to farmers for those purposes. 
Much of the credit for purchasing machinery and equip
ment, as well as that for automobiles and other consumer 
durable goods was extended indirectly: At banks with de-

Maturities of Outstanding Bank Loans to Farmers 
By Purpose of Loan

All Insured Commercial Banks, Sixth District, June 30, 1956
Percent of 
Amount Outstanding

4-5 yrs. 0ver5yrs.

posits of over 3 million dollars, about three-fourths of 
the notes on intermediate-term investment loans were ac
quired from dealers or merchants. At smaller banks, 
however, less than one-half the notes were so acquired.

Interest rates on loans made to finance intermediate- 
term investments averaged 6.8 percent. Rates showed a 
marked tendency to decline as size of note increased. 
Notes under 250 dollars had an average interest of 8.2 
percent, and notes of 10,000 dollars and over were made 
at an average annual rate of 5.2 percent. The annual 
interest rate, furthermore, varied according to the method 
of repayment. Single payment loans, for example, had 
an average annual interest rate of 6.2 percent, whereas 
the average annual rate was 8.8 percent for loans repaid 
in instalments with interest charged on the original amount.

The information provided by the farm loan survey 
indicates that many bankers are adapting their lending 
policies to meet the changing credit needs of farmers. 
The substantial proportion of loans made to finance inter- 
mediate-term investments reveals bankers’ willingness to 
accommodate the increased demand for credit arising 
from the greater capital use in farming. The longer-than- 
average loan maturities and higher proportionate use of 
chattels as security for intermediate-term investment loans 
suggest that bankers recognize the need for substantially 
different terms when lending for such purposes than when 
making traditional crop loans. In addition, the prevalence 
of loans acquired through merchants and dealers and the 
rather general use of instalment repayment indicate that 
bankers have flexible farm lending policies, and that they 
are adapting their lending practices to the needs of 
farmers in their trade areas. Farmers with opportunities 
to use additional capital in their businesses can usually 
obtain adequate credit tailored to their needs at com
mercial banks. J0HN T. H arris and

A rth ur  H . K a n t n e r

Bank Announcements
On April 8, the Bank of Tavares, Tavares, Florida, a 
nonmember bank, began remitting at par for checks 
drawn on it when received from the Federal Reserve 
Bank. The bank’s officers are J. B. Prevatt, President; 
W. J. Rogers, Executive Vice President; Osier Adams, 
Cashier; and J. D. Duncan, Assistant Cashier. Capital 
amounts to $100,000 and surplus and undivided profits 
$146,497.

On April 22, the Citizens Bank and Trust Co., 
Plaquemine, Lousiana, a nonmember bank, began to 
remit at par. Officers are W. B. Middleton, Jr, 
President; V. J. Kurzweg, Vice President; C. E. Postell, 
Cashier; and J. Melvin Marque, Assistant Cashier. 
Capital totals $50,000 and surplus and undivided profits 
$319,434.

On May 13, the Warrior Savings Bank, Warrior, 
Alabama, will open for business as a nonmember, par- 
remitting bank. Officers are Julius S. Pilgreen, President 
and Cashier, and Carl Jolly, Vice President. Capital 
amounts to $50,000 and surplus and undivided profits 
to $25,000.
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