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I N order to provide information on bank 
loans made for commercial and industrial 

purposes, the Federal Reserve System con
ducted two nationwide surveys of loans out
standing- one as of October 5, 1955, the 
other as of October 16, 1957.1 Based on the 
information revealed by these two surveys, 
this article presents a broad cross-section of 
Twelfth District data, and makes some com
parisons between these changes and those 
which have taken place in other Federal Re
serve Districts. 

Table 1 shows the changes between the two 
surveys in business loans to small, medium, 
and large business in each of the Federal Re
serve Districts. The Twelfth District is dis
tinguished by the greatest percentage increase 
in total loans, reflecting in part rapid indus
trial expansion in the Far West from 1955 to 
19 57. The gain experienced in loans to large 
business in this district was not so striking as 
the increase in loans to small and medium 
size borrowers. 

Which lines of business obtained most of 
the loan expansion in the Twelfth District 
compared with other areas of the United 
States? Table 2 reveals that the greatest Dis
trict expansion occurred in the business cate
gory labeled "all other manufacturing and 
mining,"2 whereas "metals and metal prod
ucts" experienced the largest growth in the 
nation. The latter category showed a consid
erable gain in the District as well, and in both 
cases this growth mirrors the capital goods 
boom of 1955-57. The only declines appear 
in the "textile, apparel, and leather" group, 

1 This is the second Monthly Review article based on the two sur
veys. The first contained broad conclusions regarding the impact 
af monetary restraint on the cost and distribution of credit as 
between small and large business. See "Monetary Restraint and 
Business Loans in the Twelfth District, 1955-57." Federal Re
serve Bank of San Francisco Monthly Review, May 1958. 

2 This includes such groups as lumber and wood products, furni
ture and fixtures, paper and allied products, printing and pub
lishing, and scien tific instruments. 
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which was generally weak during the period. 
Although the District reduction in amounts 
outstanding to this group exceeded that of the 
nation, the share of credit outstanding to these 
producers in the District is much smaller than 
their shares in other districts. 

The total increase in loans from 1955 to 
1957 varied considerably among banks of dif
ferent sizes. In fact, the smallest banks in this 
district (those with total deposits of less than 
$10 million) actually experienced a decline in 
business loans outstanding, as Table 3 shows. 
On the other hand, the largest percentage in
creases in these loans were registered by banks 
of intermediate size ($20-250 million in total 
deposits) although the largest banks had sub
stantial gains also. The one exception occurs 
in loans to large business by banks with total 
deposits of $250-500 million, where a con
siderable decline occurred. 

TABLE 1 

(Percent increase or decrease 
in amounts outstanding) 

Relative Size of Borrower 
Federal Reserve All 
District Borrowersl Small Medium Large 

All Districts 31.9 10.6 28.0 50.7 --
Boston 20.1 .1 23.8 36.8 
New York 35.8 .6 28.5 55.0 

Philadelphia 17.7 9.8 16.8 18.4 

Cleveland 43.4 22.4 40.8 65.1 
Richmond 20.8 6.7 24.1 32.1 
Atlanta 26.5 18.2 26.1 51.1 
Chicago 35.0 11.3 22.7 59.9 
St. Louis 16.1 -15.6 2.4 33.3 
Minneapolis 20.5 2.1 35.3 11.6 

Kansas City 17.7 17.2 16.2 29.5 

Dallas 10.4 -7.6 17.0 21.1 

San Francisco 50.6 46.1 52.1 61.0 

1 Includes a small amount of loans for borrowers whose size was 
not ascertained. 
Source : Board of Governors of the Federal Reserve System, 

" Member Bank Lending to Small Business, 1955-57," Federal 
Reserve Bulletin, April 1958, p. 405. (For classification of 
borrowers by relative size, see Appendix A, p. 409.) 
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TABLE 2 

BU IN LOAN 

TH UNITE ST 

TH TWE FT 

ORROW R, 19 
Dl RICT AND 

7 

TWEL FTH DISTR ICt UNITED STATES 

BUSINESS OF BORROWER 

Millions 
of Dollars 

1955 1957 

Percent 
Distri but ion 

1955 1957 

Percent 
Chan ge 
1955·57 

Bill10ns 
of Dollars 

1955 1957 

Perce nt 
Oistribut JOn 

1955 1957 

Percent 
Change 
1955·57 

All Businesses 3,527 5,411 100.0 100.0 5 3.4 30 .8 40.6 100.0 100.0 31.9 

Manufactur ing and Mining 

Food, liquor, tobotto 

Textiles, apparel, leather 

Metals and metal products 

Petroleum, cool, chemicals, rubber 

All other manufacturing and mining 

Trade 

Wholesale 

Retail 

Other 

299 471 

50 36 

356 645 
143 244 

295 636 

470 510 

539 789 

Commodity dealers 64 95 

Soles finance companies 1 99 21 5 

Transportat ion, communicat ion, and public vt ilities 233 337 

Construction 181 265 

Real estate 300 508 

Service s 248 391 

All other nonfinancial 151 269 

Note : De tai ls may not add to total• because ol rounding. 

In general, the smallest District banks also 
had the smallest percentage rise in interest 
rates. (Table 4) Otherwise, all sizes of banks 
increased their rates more for large borrowers 
than for small ones. 

8.5 8 .7 
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4 . 1 4 .5 

8 .3 11 .8 

13 .3 9.4 

H .3 14 .6 

1.8 

5 .7 
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5 .1 

8 .5 

7 .0 

4 .3 

1.8 

4 .0 

6 .2 

4 .9 

9 .4 

7 .2 

4 .9 

57.6 

- 28 .4 

81.2 

70. 8 

115 . 3 

8 , 5 

46. 5 

48 .8 

8.3 

44 .6 

46 .4 

69. 3 

57 .6 

7 8 .2 

1 .9 2 .4 

1.7 1 .7 

3 .2 5 .5 

2 .6 3 .8 

1 .9 2 .8 

2 .4 3 .0 

3.4 4 .6 

0 .7 0 .8 

2 .8 3 . 1 

2 .8 4 .2 
1 .7 2 .0 

2 .4 3 .0 

1 .8 2 .3 

1.3 1.6 

6 .1 5 .9 

5.6 4 . 1 

10.5 13 .6 

8 .5 9 .2 

6 .2 6 .9 

7.8 7.3 

11.2 11.3 

2.4 2 .0 

9 .2 7.6 

9 .2 10.3 

5.5 4.9 

7 .9 7 .3 

5 .7 5 .6 

4 .3 4 .0 

28 .0 

-3.1 

70.5 
44 .1 

47 .2 

24 .7 

33.2 

10.7 

9.3 

47 .0 

17. 1 

22 .5 
28 . 3 

20.4 

Table 5 provides additional information 
about bank lending in the Twelfth District 
during the period of monetary restraint from 
1955 to 1957. Evidently banks did not give 
great preference to the corporate form of 

TABLE 3 

U IN LOAN T MEMBER BANKS BY 512' 

AND 1957 

SIZE OF BANK 

(Total deposits in 
millions of dollars) 

Less than 2 

2- 10 
10- 20 
20- 50 

so- 100 

100- 250 
250- 500 

500-1,000 

1 ,000 and over 

All banks 

OF 

(Amounts outstanding In mill ions of dollars) 

SIZE OF BORROWER1 

Percent 
Less than 250 change 

1955 1957 1955·57 

1.8 

36.4 

37.6 

38.3 

20.7 

99.9 

89.5 

180.6 

373.8 
878.6 

1.3 

27.7 

36.2 

38.4 

41.2 

116.3 
122.4 

183.4 

472.4 

1,039.5 

-26.3 
-23.8 
-3.6 

0.2 

98.9 
16.4 

36.9 

1.5 

26.4 
18.3 

(Total assets, in thousands of dollars) 

250-5 ,000 
1955 1957 

0.2 

14.1 

19.0 
36.3 

57.1 
120.3 

244.3 
350.0 

661.0 

1,502.4 

* 
7.4 

31.2 

51.9 

85 .8 

229.6 
365.6 

552.7 

1,138.1 

2,462.3 

Percent 
change 
1955-57 

* 
-47.1 

63.6 

42.8 
50.3 

90.8 
49.7 

57.9 

72.2 
63.9 

5,000 and over 
1955 1957 

* 
0.3 
2.1 

1.5 

2.8 
48.7 

170.4 
177.2 

740.3 

1,143.3 

* 
* 

1.9 

4.6 

9.1 
79.4 

133.5 
264.7 

1,415.4 
1,908.7 

Percent 
change 
1955·57 

* 
* 

9.7 

214.9 

229.0 

63.1 
21.7 

49.4 

91.2 
67.0 

1 The three sizes of borrower categories in Table 3 do not correspond to the small, medium, and large classification in Table 1, which were 
designated on the basis of relative sizes in the various industries. 1 03 

"Indicates less than $50,000 outstanding. 
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TABLE 4 

SIZE OF BANK 

(Total depos its in 
mi llions of dollars) 

Less than 2 
2- 10 

10- 20 

20- 50 
50- 100 

100- 250 
250- 500 
500-1,000 

1,000 and over 
All banks 

Less than 250 
1955 1957 

6.33 7.23 
5.87 6.01 
5.86 6.55 
5.69 5.99 
5.42 6 .19 
5.58 6.30 
5.51 6.19 

5.58 5.94 
5.72 6.48 
5.66 6.29 

*Indicates no comparable Interest rate. 

Percent 
change 
1955-57 

14.2 
2.4 

11.8 
5.3 

14.2 
12,9 

12.3 
6.5 

13.3 
11.1 

business organization durin_g this period, since 
corporations received only a slightly greater 
amount of loans than did noncorporate busi
ness. The percentage increases in the dollar 
amount of secured and unsecured loans for all 
size groups of business do not indicate a pref
erence by bankers for either type of loan; 
there was an almost equal percentage advance 
in both. However, there was a much greater 
increase in the number of secured loans, which 
seems to indicate that most of the new loans 

ES L AN 
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SIZE OF BORROWER 
(Total assets, in thousands of dollars) 

Percent Percent 
250-5,000 change 5,000 and over change 

1955 1957 1955-57 1955 1957 1955-57 

7.54 * * * * * 
5.18 5.68 9.7 4.03 * * 
5.50 5.65 2.7 4.67 4 .02 -13.9 

5.30 5.58 5.3 3.53 4.87 38.0 
5.02 5.69 13.4 3.93 4.82 22.7 
4.73 5.44 15 .0 3.30 4.57 38.5 
4.58 5.52 20.5 3.73 4.62 23.9 

4.69 5.39 14.9 3.58 4.53 26.5 
4.95 5.68 14.8 3.89 4 .63 19.0 
4.83 5.58 15.5 3.79 4.61 21.6 

made during the period were secured ones. 
Long-term loans showed a larger increase 
than short-term loans, both in number and 
amount. The correspondence in relative gain 
of both secured and long-term loans is not sur
prising, since long-term loans are generally 
secured. 

Long-term borrowing, as shown in Table 
6, did not grow by so much as to force interest 
rates up to the level of short-term loans. The 
large increase in long-term borrowing is as-

TABLE 5 

BU BY 

ALL BORROWERS 

Number Percent Amounts outstanding Percent 
(In thousands) change (in bi !lions of dollars) change 

1955 1957 1955·57 1955 1957 1955-57 

Corporate or Noncorporate 
Corporate 31.4 44.1 40.4 2.5 3.9 53.8 

Noncorporate 120.0 151.4 26.2 1.0 1.6 52.4 

Secured or Unsecured 
Secured 56.1 120.0 113.7 2.0 3.1 53.7 
Unsecured 61 .1 75.6 23 .8 1.5 2.3 53.0 

Maturity of Loans 

Short-term lone year or less) 90.1 106.6 18.3 2.2 3.3 47.6 

Long-term lover one year) 61.3 88.9 45.1 1.3 2 .1 63.3 
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sociated with the fact that business usually 
borrows on a long-term basis for expansion 
of plant and equipment, which was wide
spread during the period under review. More
over, the unusually high bond rates prevailing 
during the latter part of the 1955-57 period 
probably encouraged intermediate-term bank 
borrowing, in the hope that this credit could 
later be converted to long-term borrowing in 
the capital market on more favorable terms. 

The accompanying set of charts shows the 
percentage changes between the two surveys 
in both the dollar amount of Twelfth District 
business loans and interest rates by industry 
and size of business. The vertical lines, cor
responding to certain size groups on each in
dustry chart, represent the division between 
small, medium, and large business.1 What 
1 A discussion of the criteria used to arrive at defin itions of small, 

medium, and large business in the various industry categories 
may be found in: U. S., Congress, Financing Small Business, 
Report to the Committees on Banking and Currency and tlze 
Select Committees on Small Business by tlze Federal Reserve 
System, Parts 1 and 2, 85th Cong., 2nd Sess., April 11 , 1958, 
pp. 150-171. 

general information can be drawn from these 
charts? In most of the industries medium and 
large business generally experienced a greater 
percentage increase in dollar amount of loans 
outstanding than did small business. The most 
striking exception appears to be the group 
labeled "petroleum, coal, chemicals, and rub
ber," in which large increases were registered 
in the less than $50,000 and the $1-5 million 
size classes. (Both classes are defined as small 
business in this particular industry.) In addi
tion, the larger of the small sales finance com
panies, as well as of the metals and metal prod
ucts companies, fared relatively well. In every 
industry, percentage changes in amounts out
standing between the surveys exceeded those 
in interest rates. Actually, the interest rate 
line would be slightly different if the compo
sition of borrowers had not changed between 
the two surveys. For example, if bank lenders 
weeded out the small marginal borrower dur-

TABLE 6 

IN 

Short-term (one year or less) long-term (over one year) 

Percent Percent 
change change 

BUSINESS OF BORROWER 1955 1957 1955-57 1955 1957 1955-57 
Manufacturing and Mining 

Food, liquor, tobacco 4.34 5.39 24.2 4 .97 4.98 0.2 
Textiles, apparel, leather 5.29 5.63 6.4 4.84 6.11 26.2 
Metals and metal products 4.75 5.06 6.5 4.83 5.73 18.6 
Petroleum, coal, chemicals, and rubber 4.17 5.11 22.5 3.88 3.96 2.1 
All other manufacturing and mining 4.65 5.45 17.2 4.78 5.08 6.3 

Trade 

Wholesale 4.83 5.64 16.8 4.72 5.71 21.0 
Retail 4.65 5.35 15.1 5.10 6.10 19.6 

Other 
Commodity dealers 4.32 5.37 24.3 4.48 5.56 24.1 
Sales finance companies 3.68 5.17 40.5 4.63 5.61 21.2 
Transportation, communication, and other public 

utilities 3.66 4.77 30.3 4.57 4.96 8.5 
Construction 5.06 5.57 10.1 5.79 6.09 5.2 
Real estate 4.58 5.26 14.8 4.92 5.20 5.7 
Service fl rms 5.16 5.45 5.6 5.66 5.92 4.6 
All other nonfinancial 4.47 5.49 22.8 5.21 5.67 8.8 

105 

July 1958



Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

106 

FEDERAL RESERVE BANK O F SAN FRANCISCO 

*Total assets of borrower: 
A less than $50,000 C $250,000-1,000,000 E $5,000,000-25 ,000,000 G $100,000,000 and over 
B $50,000-250,000 D $1,000,000-5,000,000 F $25,000,000-100,000,000 

Vertical divisions in charts separate business into small, medium, and large categories, which vary by industry. I n all charts with only 
one vertical division, the small category is under $50,000. 
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ing the tight money period, the resulting up
grading of loan quality among small borrow
ers would render unnecessary increases in 
interest rates as great as those for large bor
rowers. From this point of view, it appears 
that the advantage of relatively smaller in
creases in interest rates accruing to small bor
rowers was gained at the cost of a smaller 
advance in the dollar amount of loans. 

There are some general reasons, disclosed 
by the Federal Reserve's interviews with 
bankers and businessmen, for supposing that 
the demand for credit increased more among 
larger businesses. Larger businesses extended 
more trade credit to their smaller customers 
and therefore needed more credit themselves. 
Moreover, some small businesses may have 
been at a competitive disadvantage and thus 
were not so favorably situated to demand and 
use as much additional bank credit as large 
business. Tbis last factor may cut two ways, 
since a competitive disadvantage can not only 
curb the demand for credit but can also lead 
to a restriction of the supply by banks-where 
the element of risk is extremely important in 
the process of lending. 

In summary, it appears that both demand 
and supply factors were responsible for the 
relatively greater increase in credit to medium 
and large businesses during the 1955-57 
period of monetary restraint; that small busi
ness expanded its bank indebtedness more in 
the Twelfth than in any other district; that 
the smallest banks (those with total deposits 
under $10 million) showed a decline in their 
business loans outstanding; that the capital 
goods boom was reflected by greater increases 
in bank lending to the industries involved; and 
that long-term lending grew relatively faster 
than short-term lending. 
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