
L a r g e  B a n k s  —  I m p o r t a n t  S u p p l i e r s  

o f  L o n g - T e r m  B u s i n e s s  C r e d i t

Commercial banks have traditionally been major 
suppliers of short-term credit to business firms, 
but have increasingly become important sources 
of longer-term funds as well. On January 31,
1967, 28 cents of each dollar of business credit 
at large commercial banks in the Sixth District 
was originally extended for a year c^*more. On 
that date, their term loans (loans with maturi
ties of over a year) amounted to about $556 
million out of a total of approximately $2 billion 
in business loans of all maturities.

Reliance on loans as a source of long-term 
funds varied widely from industry to industry, 
as the table indicates. Public utility firms, such 
as transportation and communication companies, 
tend to have heavy cash needs for plant and 
equipment investment. It is perhaps not surpris
ing, therefore, that this group takes more of its 
bank credit, 63 percent, in term loans than any 
other major type of business. Service firms, those 
dealing in repair, personal, medical services and 
the like also rely heavily on term loans. Their 
term loans amounted to 43 percent of total loans 
at the end of January.

Over a fourth of the loans outstanding to manu
facturers of nondurable goods was in long-term 
form. Term loans to food and tobacco manufac
turers, one of the District’s major industries, 
amounted to 31 percent of their total indebted
ness to banks. Textile and apparel firms, another 
important manufacturing industry, had 16 per
cent of total loans in term form. On the other

hand, trade concerns which are major customers 
of large commercial banks, as measured by total 
loans, require relatively little credit for periods 
of over a year.

The information on business lending structure 
comes from regular reports made by 23 of the 
larger commercial banks in the Sixth District. 
Those banks, whose assets comprise 32 percent 
of total assets of all banks in the District, report 
weekly total loans outstanding to each industry 
group. They have started to report monthly the; 
amount of term loans outstanding to each industry.

Term lending to business by commercial banks 
has increased significantly during the last two 
decades, but it is still less pronounced in the Dis
trict than in some other areas. Although strictly 
comparable data are not available, information 
developed in special surveys suggest that term 
loans as a percent of total business loans in
creased from 22 percent in 1957 to the 28 percent 
indicated for early 1967 in the District. The pro
portion in 1946 was probably no more than 14 
percent. The growing use of term loans reflects in 
part business firms’ heavy needs since World 
War II to finance plant and equipment invest
ment. Such a rise would not have been possible, 
of course, without a significantly changing atti
tude on the part of bankers. They have been 
willing to extend term credit on an instalment 
basis and to devise the specialized financing ar
rangements required by many businesses.
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