
Dedication of the new Birmingham Branch home took place on Friday, May 8, 1959. In the morning the 
Boards of Directors of the Head Office and Branches of the Federal Reserve Bank of Atlanta held a Joint 
Meeting. Afterwards a luncheon was given in honor of Alabama bankers. The formal dedication ceremonies 
were held later in the day. Outstanding bankers and other businessmen from Alabama and other parts of 
the country attended the celebration. Among these were two members of the Board of Governors of the 
Federal Reserve System: G. Harold King and James L. Robertson. Governor Robertson spoke at the luncheon.

Uptrend in District Bank Lending
Statisticians are always in a hurry to get the latest 
figures. Yet all too often they find that even the latest 
figures are a month or two old because collecting and 
processing them take so long. An analyst of bank loan 
statistics is something of an exception to the rule. After 
only ten days delay, he can get loan data for 367 banks 
in 94 major cities. For all 6,295 member banks, he can 
get, within three weeks, a total loan figure as of the last 
Wednesday of each month and the Wednesday closest 
to the middle of the month. If he wants figures for a 
particular Federal Reserve District, he can obtain them 
just as quickly. Thus, along with a host of more special
ized loan figures that are published, he can get a pretty 
fair idea of what is currently happening to bank lending.

To get the detailed loan picture for all member banks, 
however, he must wait for publication of the statistics 
derived from reports of condition. Member banks are 
usually asked to prepare such reports four times a year, 
although the minimum required by law is three. The 
most recent call for such a report was for March 12,
1959. By looking at these call reports for Sixth District 
member banks, we can see what is happening in the way 
of bank lending activities in our region.

The Overall Picture
In the first place, they confirm a strong uptrend in 
District loans in the last year. Total loans on March 12,
1959, were $487 million larger than on March 4, 1958, 
the corresponding report date of last year. This repre
sents a gain of 12.5 percent, or one that is probably 
twice that in the nation. Even in periods of vigorous 
loan expansion, loans in the District have not increased 
much more than that. The increase seems particularly 
large, compared with the recession-affected March 1957- 
March 1958 period. Loans, that remarkably enough had 
even increased a little during the recession, started to 
advance vigorously at about the same time business 
activity reached a low last spring.

Another thing he can gather from the data is how 
much various borrowers received and whether they 
stepped up their borrowing or not. The figures show 
that all major classes of customers owed more money to 
District banks this March than last. Because of general 
economic improvement, this is not unexpected.

More surprising at first glance is the category of loans 
showing the largest percentage increase. This did not 
turn out to be credit to businesses, which normally re
ceive almost 50 percent of the total amount of money

District banks lend, nor credit to consumers, who receive 
better than one-fourth of the total. Instead, it was non- 
farm real-estate loans, which showed a solid 20 percent 
gain. Business loans—up more than any other group in 
dollar volume—increased 12 percent and consumer 
loans 11 percent. The percentage increase in money 
borrowed at District banks by farmers was three-fifths as 
large as that in consumer loans.

Mortgage Lending is Booming
Why the sharp increase in real estate lending? The main 
reason was the high rate of home and commercial con
struction. To find comparable gains in building activity, 
one has to go back several years. A good part of home 
building is financed by Federal Housing Administration \ 
insured loans, which at District banks increased 59 per
cent this past year. However, the dollar volume of homes 
financed with conventional financing increased more than 
that financed by FHA.

The boost consumers gave to total lending was less f 
than that in some other recent years. A substantial drop 
in 1958 automobile sales held down car financing last 
year. Still, automobile debt outstanding this March 12 ; 
somewhat exceeded the year ago total. New car financing 
picked up recently because 1959 models were better re
ceived than 1958 models were. Instalment debt on other 
consumer goods—principally for appliances and furni
ture—rose 7 percent from March 1958.

Showing the most spectacular growth were forms of , 
consumer credit that had been little developed before 
World War II. Indebtedness for home repair and im
provement, for example, increased 15 percent this last 
year and, as a result, is almost as big an item as farm 
loans. More recently, other new forms of consumer 
credit have been developed. Several banks have introduced 
check credit and charge-account services. If they prove 
profitable and are acceptable to consumers, many other 
banks can be expected to follow suit.

How About Business Lending?
It was also a year of moderate gains in business lend
ing. One of the more important reasons businesses j 
borrow from banks is to finance inventories. Normally, 
inventory accumulation does not start for some time after 
business activity recovers, so that it was not until early
1959 that inventory building began. Another important 
purpose for bank borrowing is to buy equipment, afld 
revival in plant and equipment spending is also a recent
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thing. When the amount needed to finance equipment 
such as jets is larger than a single bank can handle, many 
join in the loan. This is what happened earlier this year 
when a major airline serving the Southeast arranged a 
$35 million revolving credit with 24 banks, nine of which 
are located in this District.

Loan Increases Vary By Size of Bank
The smaller the bank the greater the percentage increase 
in total loans it enjoyed last year. Small banks showed 
a gain of 16 percent, compared with increases of 13 
percent at medium-size banks and 11 percent at large 
banks. During the recent recession, the differences in 
loan changes among banks had been more noticeable 
than that. At that time, banks in smaller towns found 
their total loans increasing, whereas those in large cities 
changed little. This was so partly because business loans, 
which were hit hardest by the recession, are less promi
nent at small town banks.

Although business loans have increased from last year, 
manufacturers have apparently stepped up their borrow
ings only in recent months. On the other hand, certain 
other types of business borrowers, notably trade con
cerns, seem to have relied quite heavily on bank credit 
for some time. Manufacturing concerns represent a far 
more important group of borrowers to big city institu
tions than to small town banks. It is therefore not too 
surprising that business loans at big banks increased less 
percentagewise between March 1958 and March 1959 
than they did at small town banks, v'hose chief business 
customers are retail and service firms.

Comparison in total loan growth this last year would 
have turned out a lot more unfavorable for the larger 
banks if they had not managed to increase their nonfarm 
real estate loans more than small banks did. Consumer 
loans at banks in reserve cities increased to about the 
degree as at country banks.

Since the Sixth District is not a single economic unit, 
it is important to see how different cities and states fared. 
Between March 4, 1958, and March 12, 1959, each 
District state showed gains in total loans. Mississippi had 
the largest increase— 18 percent. Florida, Georgia, Ten
nessee, Alabama, and Louisiana followed in that order.

Moreover, every trade and banking area posted in
creases: Jackson, Mississippi, led with a 22-percent gain. 
Following closely behind with increases of 15 percent or 
more were Chattanooga, Orlando, Knoxville, Baton 
Rouge, Savannah, Jacksonville, Tampa, and Miami.

Most everywhere, business loans increased more 
dollarwise than real estate loans did but less percentage
wise. In two areas—Pensacola and Natchez—real estate 
loans were lower than last year and in Mobile, business 
loans were lower. How much various types of loans have 
changed since March at all member banks in a particular 
District city will not become known until the banks are 
asked to prepare another report of condition.

H arry Brandt
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