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Agricultural Credit—
The Decision-Making Season

initiates the decision-making season for Eighth District farmers 
inkers, who help finance the seasonal farm credit needs which 
'erably from area to area.

Districtwide, bank credit for farm production purposes normally in
creases sharply in the first half of each year, reflecting seasonal expense and 
receipt patterns.

During the lending season, both farmers and bankers find forecasting a 
useful tool to minimize income uncertainty. Several factors as to district agri
culture must be considered: Acreage cutbacks will contribute to lower re
ceipts from cotton, tobacco, wheat and rice. But soybeans will continue to 
account for an expanding portion of district farm production. Average prices 
received in 1955 may approximate those of 1954 for beef cattle and milk. 
Prices received for hogs, eggs and broilers may average close to the reduced 
levels of late 1954. However, the outlook for each commodity has a diverse 
meaning for different farms.

Cash farm income for the Eighth District in 1955 will probably be 5 per 
cent below that of 1954.
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March initiates the decision-making season for  
Eighth District farmers and their bankers, . . .

* HE DECISION-MAKING SEASON is at hand 
for farmers in the Eighth Federal Reserve District. 
They must shortly make final judgments on what 
crops to plant and precisely when, or what seed to 
use and fertilizers to apply—in fact, on a multitude 
of operational problems incident to the beginning of 
each new year on the farm.

Decisions concerning the crop and livestock pro
duction programs on each of the 800,000-odd farms 
in the district inevitably influence the total production 
credit needs of district farmers. Thus, the season 
is also one of importance to the many bankers whose 
institutions help supply these credit needs.

Both farmers and bankers in this district are con
cerned at this time with price and production pros
pects for the major crops and livestock products 
raised here. In addition the bankers are especially 
concerned with the seasonality of farm credit de
mand, as well as its probable peak volume in in
dividual cases, since the variety of seasonal patterns 
will influence the aggregate demand and the timing 
of the aggregate peak which they must arrange to 
meet.

The twofold process, describing the timing and 
magnitude of typical farm credit and' examining the 
outlook for farm crops and livestock products, should 
narrow the areas of uncertainty in the decision-mak
ing processes and lessen to some extent the burden of 
this seasonal chore.

. . . who help finance the seasonal farm credit 
needs which vary considerably from  area to 
area.

If, by some magic, we could peer into the minds 
of country bankers and note month by month the 
intensity of their preoccupation with agricultural 
credit, we should expect a sharpening coincident with 
the months of heavy credit extension. In the Eighth 
District as a whole this period would extend roughly 
from March through July.

The pattern of outstanding agricultural production 
credit, which at its peak approximates $300 million 
from commercial banks in this district, is highly 
seasonal, particularly in certain areas. For example, 
in areas where cotton is grown extensively, demands 
increase sharply from March to July (Chart I). In 
the tobacco areas, agricultural credit demands also 
can be expected to expand rapidly in this same 
March-July period. Chart II (page 31) is believed to 
approximate the credit use pattern for farms in to
bacco areas in the Eighth District.

Seasonal credit fluctuations of varying and more 
moderate degrees generally exist in other farming 
areas of the district. In the livestock and pasture 
area of Northern Missouri and Western Illinois, for 
example, seasonal variations may be no more than
15 per cent (Chart III). On some farms the fluctua
tions are even smaller.

CHART I

S E A S O N A L  VARI AT I ON OF P R O D U C T I O N  CREDIT
A R K A N S A S  D E L T A ,  1949

Volume Outstanding 
End of Month
Thousands of Dollars v

Source: Jones, Lawrence A., Worksheets used for Trends and Characteristics 
of Loans of Production Credit Associations in Selected Farming 
Areas, Agricultural Finance Review, November, 1952.

Page 30

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

March 1955



Districtwide, bank credit for farm production 
purposes normally increases sharply in the first 
half of each yearf . . .

Over the Eighth District as a whole, a rise from 
winter to summer is typical in the need for bank 
credit to finance agriculture. Last year, for example, 
“other than real estate” loans to farmers at commer
cial banks in the district increased from $219 million 
at the beginning of the year to $293 million on June 
30, 1954. Based on year-end and mid-year call of con
dition reports submitted by district member banks 
over the past ten years, the seasonal increase in the 
first half of each year of loans in this category has 
averaged 26 per cent. Other data, as noted, suggest 
that rapid expansion is characteristically felt in the 
months of March through June.

. . . reflecting seasonal expense and receipt 
patterns,

But what causes seasonal swings in farm credit? 
The principal influence is the nature of the seasonal 
cash expense and receipt patterns on commercial 
farms. For example, on farms devoted largely to the 
production of cotton, expenses are largely incurred 
in the spring and extend to the fall harvest and 
marketing period. Receipts are also concentrated dur
ing a few months but at a different time, primarily 
from October through December. Receipts and ex
penses are in a sense “out of harmony,” and the result 
is a cash deficit for most farmers during a part of 
each year financed to some extent by borrowing.

CHART II

S E A S O N A L  VAR IAT ION  OF PRODUCT ION  CREDIT
NORTH CAROLINA CENTRAL COASTAL P L A I N S ,  1946

Volume Outstanding 
End of Month 
Thousands of Dollars

Source: See Chart I.

During the lending season, both farmers and 
bankers find forecasting a useful tool to 
minimize income uncertainty.

The decision-making process, consciously or sub
consciously, involves an examination of the many 
variables relevant to future supply, demand and price 
for the major commodities produced on each farm 
being financed. Moreover, it requires a judgment or a 
forecast of the net effect of the variables on income. 
In the nature of things, the forecasts will not all turn 
out to be precisely correct. But they will reduce con
siderably the area of uncertainty surrounding the 
farmers and the bankers estimates of income that 
may reasonably be expected from specific farm units.

In examining the factors which are expected to con
tribute to the district agricultural situation during the
1955 marketing year, three assumptions are helpful: 
( 1 ) general stability in over-all economic activity will 
prevail, ( 2 ) the cold war will continue, and ( 3 ) 
growing conditions will be near normal.

Several factors as to district agriculture must be 
considered: . . .

When looking into the future, lenders are presum
ably most concerned about expected cash farm re
ceipts, which can be defined as production sold times 
price per unit. Thus, expected production in a specific 
area is a factor. Price per unit reflects in large part 
( 1 ) supplies available nationally, ( 2 ) imports, ( 3 ) 
domestic demand, (4 ) foreign demand, and ( 5 ) pub-

CHART III

S E A S O N A L  V A R I A T I O N  OF PRODUCT ION  CRED IT
NORTHERN M I S S O U R I  AN D  W E S T E R N  I L L I N O I S ,  1 9 4 9

Volume Outstanding 
End of Month 
Thousands of Dollars 
5 ~

L I V E S T O C K  AND P A S T U R E  A R E*A
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DEC. JUNE DEC.

Source: See Chart I.
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lie demand, i. e., primarily the price at which Federal 
price support programs become effective. These sup
ply and demand factors will vary in importance in
sofar as the outlook for different commodities is con
cerned.

Acreage cutbacks will contribute to lower
receipts from cotton, . . .

Based on the value of sales, cotton is the most 
important agricultural commodity in the district, ac
counting for approximately one-fourth of all district 
cash farm receipts. Its importance can be illustrated 
by the fact that a price change of one cent per pound 
at present cotton prices would result in a 1 per cent 
change in the average price of all district farm 
products sold.

Although the supply of "free” cotton may become 
increasingly tight during the current marketing year 
and prices may strengthen, most of the stocks are out 
of farmers’ hands. 1 For this reason lenders and bor
rowers in making current plans will place primary em
phasis on expectations of 1955 production and prices.

Government acreage controls and price supports 
will continue to play an important role during the 
production and sale of the 1955 cotton crop. The 
United States Department of Agriculture has esti
mated for the current marketing season a total supply 
of 23.3 million bales. This exceeds expected domestic 
and foreign consumption by 9.8 million bales, which 
will be classified as carryover stock at the end of 
the current marketing year. This volume of carry
over, if it becomes a reality, will exceed by 2 0 0 , 0 0 0  

bales that of the previous year. In view of existing 
large supplies, the Secretary of Agriculture an
nounced for the 1955 crop year a 15 per cent acre
age reduction from 1954. District states share about 
equally in the recommended cutback. However, the 
decrease in acreage will not result in a proportionate 
reduction in cotton production because farmers ap
parently raise more cotton per remaining acre when 
acreage is reduced under a price support program. 
Assuming, then, that cotton acreage will be reduced 
as recommended by the Secretary of Agriculture, 
district cotton production will likely be 10 to 15 per 
cent below last year if growing conditions are normal.

The Government support program will not only 
affect production but will also be an important factor 
in the price of cotton. Assuming a 12 per cent pro
duction decline in 1955 to a crop of 11.9 million bales 
plus imports of 2 0 0 , 0 0 0  bales, total new supplies will 
approximate 12.1 million bales. Assuming further that 
“free” supplies will be small as the current market

1 The term "free” as used in this article, refers to commodity supplies 
which are not controlled by the Commodity Credit Corporation or related 
organizations.

ing season draws to a close and that disappearance 
during the 1955-56 marketing year will approximate 
12.4 to 13.5 million bales as during the 1953-55 
seasons, new supplies of only 1 2 .1  million bales would 
require withdrawal of cotton from CCC control. 
Cotton can be withdrawn from CCC control in 
several ways, but in all probability any large quan
tities which are withdrawn will be a consequence of 
the market price approximating or exceeding the 
support price. All factors considered, the price to 
farmers of cotton sold from the 1955 crop may ex
ceed the support level and may fluctuate between a 
price approximating the support level and a price 
above the support level sufficient to move cotton out 
of CCC control. A somewhat better price in 1955 
would moderate the income decline brought about 
by reduced production. On balance the typical dis
trict cotton producer may get approximately 1 0  per 
cent less cotton income in 1955 than in 1954.

. . tobacco, . . .

The out look  for t ob a c c o ,  
which accounts for more than 
40 per cent of all cash farm 
receipts in Kentucky, is one of 
cont inued  acreage cuts, for 

there has been an upward trend in per acre yields, 
and there is at least a temporary pause in the growth 
of demand for burley tobacco. Cigarette consump
tion has declined for the last two years, falling in 
1954 to 5 per cent below that of the previous year. 
Meanwhile, production of burley tobacco has in
creased 2  per cent as a result of rapid increases in 
per acre yields. These two influences were reflected 
in the 5 per cent decline in the average price received 
for the 1954 crop, and in the fact that 32 per cent of 
the 1954 crop was received by the Burley Tobacco 
Growers Cooperative Association as a part of the Fed
eral price support program compared with 17 per 
cent the previous year.

These supply-demand relationships, plus other fac
tors, have resulted in a 9 per cent decline in bur
ley tobacco acreage for 1955. In addition, district per 
acre yields may not exceed the 1954 level, which was 
22 per cent above the 1943-52 average. Present esti
mates suggest that production will decline by ap
proximately the same level as acreage. Prices will be 
supported at 90 per cent of parity and can be ex
pected to approximate the average price of nearly 
50 cents per pound paid for the 1954 crop. Assum
ing, then, a normal growing season in 1955, gross 
income from tobacco can be expected to be about 
10 per cent below 1954.
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. . . wheat, . . .
In taking into account the credit uncertainties rela

tive to income from the current wheat crop, lenders 
will recognize the probable impact of downward pro
duction adjustments but only moderate price changes. 
Reduced acreage allotments reflected total supplies 
nationally of 1.9 billion bushels for the 1954-55 
marketing year compared with an expected domes
tic and foreign demand of only 910 million bushels. 
In addition to acreage reductions, district yields per 
acre cannot be expected to remain at the 1954 level 
of 53 per cent above the recent 10-year average. 
Under these circumstances, district production may 
approximate only three-fourths of the 1954 level.

Lower supports and tighter “free” supplies may 
have diverse and largely offsetting effects on prices 
received by farmers for the 1955 wheat crop. In the 
commercial wheat-producing states the support price 
for wheat will be lowered from a national average 
of $2.24 per bushel to an average of $2.06 per bushel, 
or 8 2 V2 per cent of parity. In the twelve non-commer- 
cial states, including Mississippi, wheat will be sup
ported at 75 per cent of the commercial area rate, 
or approximately $1.55 per bushel. However, farm 
wheat allotments and marketing quotas will not apply 
in the non-commercial area.

It is doubtful, however, if prices paid to farmers 
for their 1955 wheat crop will decline as much in 
the commercial area as the 18-cent support price de
cline. Nor can prices in Mississippi, a non-commer- 
cial-area state, be expected to approach closely the 
official support level of $1.55 per bushel because 
supports in the major producing areas effectively sus
tain the market price in minor producing areas. In 
addition, perhaps overshadowing price support-level 
considerations, prices in commercial and non-com- 
mercial areas may reflect positively a tight situation 
in "free” wheat supplies for the 1955-56 marketing 
year. A normal yield from 55 million acres would 
give an output of 850 million bushels which may fall 
short of the 1955-56 domestic and foreign demand by 
about 25 million bushels. A consequent rise in wheat 
prices would tend to force wheat out of CCC con
trol at a price exceeding the support level.

The 1955 district wheat income may decline by as 
much as one-fourth from the 1954 level largely as a 
result of reduced output. Lower support prices may 
be largely offset by tightening of free supplies and 
resulting price strength.

. . . and rice.

The price of rice, like that of soybeans, is gen
erally considered sensitive to international trade con
ditions. Approximately one-half of the disappearance 
from the 1954 crop will be exported. However, 
mounting supplies following a record 5 9  million-bag
1954 crop, plus lack of strength in the 1954-55 ex

port market, have taken price forecasting for the
1955 crop largely out of international or free market 
considerations. For these reasons the district outlook 
for rice income is primarily dependent upon acreage 
limitations, price support level, and the capacity of 
the CCC to accept and store large quantities of rice.

Acreage cuts of more than one-fourth in Arkansas 
and Mississippi have been announced for 1955. Such 
reductions will probably be reflected in a production 
decline of the same amount because per acre yields 
cannot be expected to exceed materially the 1954 
district level of 15 per cent above the 1943-52 aver
age. However, “free” supplies may become tight, 
causing the price to exceed the support price by a 
margin sufficient to draw rice out of CCC control. 
With a total supply in the current marketing year of 
67 million bags and an estimated domestic plus 
foreign disappearance of 53 million bags, the August
1, 1955 carryover would approximate 14 million bags. 
This amount would be less than the 15.5 million 
hundredweight which was under support as of De
cember 15, 1954. Moreover, a production decline of 
one-fourth would reduce 1955 output to 44 million 
hundredweight, a level below the effective demand of 
recent years. The combination of these factors may 
result in a price exceeding the support price by a 
sufficient margin to draw rice out of CCC storage 
in late 1955.

Upon consideration of the circumstances which ap
pear to be developing, the income from the 1955 
district rice crop may be down 2 0  per cent from the
1954 level, reflecting a sharp acreage cut only partly 
offset by price support activities more effective than 
those of last fall.

But soybeans will continue to account for an
expanding portion of district farm production.
An examination of the situation for soybeans, a 

crop fast increasing in importance in the district, re
veals several uncertainties for the year ahead.

The large increase in the total supply of soybeans 
for the current marketing year has not thus far had 
a severely depressing effect on the market price. 
However, in the outlook picture four factors are 
pertinent. The first three have a negative price effect, 
the fourth a positive effect, and all lack the certain
ty so desired by lenders and borrowers whose credit 
success depends in part on accurate forecasting. ( 1 ) 
Approximately 75 per cent more soybeans are stored 
on farms than a year ago. On January 1 , 1955, farm 
storage represented 44 per cent of the 1954 crop. 
Witholding so large a quantity from central market
ing channels raises some question as to whether or 
not the market has yet been tested. (2 ) The support 
price for the 1954 crop is $2.22 per bushel and may 
be reduced for 1955 to 70 per cent of parity or about 
$2.04 per bushel. Besides, elimination of supports for
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cottonseed, a competing commodity, is being con
sidered. However, the soybean support prices noted 
above are considerably below the current market 
price and may not be an important influence in the 
year ahead. (3) By measurable criteria, the present 
total stocks of protein feeds are relatively large. The
1954 soybean crop was 28 per cent above that of the 
previous year, and the total supply of oilseed meals 
available for feed during the current marketing year 
has been estimated to be 7 per cent above that of 
the preceding year. Furthermore, on the assumption 
that a severe price drop will not occur before the 
planting season, the 1955 soybean crop can be ex
pected to exceed by a considerable margin the 1954 
output, reflecting a moderate increase in acreage and 
considerably higher yields per acre. (4) The positive 
factors pricewise are in the areas of most uncertain
ty. Foreign demand is stronger than a year ago. 
Exports during October-December, 1954, were ap
proximately 20 per cent above the same 1953 period, 
and for the marketing year are expected to exceed 
50 million bushels.

Domestic demand appears favorable. Soybean meal 
is a leading protein food for livestock, and increased 
meat consumption is a part of our rising level of liv
ing. Not only are more livestock being fed, but each 
livestock unit consumes 35 per cent more protein 
feed than a decade ago. Perhaps the volume of soy
bean meal and oil that will be consumed at prices 
covering production costs is largely yet to be de
termined—in fact, there has never been, for an ex
tended period of time, a surplus of soybeans on the 
market.

The factors to consider for the current and 1955-56 
soybean marketing season can be summarized as fol
lows: (1) When soybeans presently held by farmers 
enter central marketing channels, prices may drop 
substantially; (2) price support programs may have 
a negative price influence later in the year; (3) large 
supplies of protein feeds are a reality and are ex
pected to increase further in 1955. However, (4) 
domestic and foreign demands appear quite strong.

Average prices received in 1955 may approximate
those of 1954 for beef cattle . . .
The letup in cattle slaughter in the fall of 1954 

probably ushered in a period of comparative stability 
in the cattle market provided that extreme drouth 
conditions do not develop causing heavy cattle mar
ketings from major areas. Slaughter of cattle and 
calves in 1954 totaled 39.4 million head, 7 per cent 
more than the preceding year.

Despite a high slaughter rate in 1954, cattle num
bers on January 1, 1955 were slightly higher than a

year earlier, in part accounted for by 8 per cent more 
cattle on feed. The district shared in the increased 
number of cattle on feed, but at a more moderate 
rate because of feed shortages in several major areas. 
As shipments of these cattle arrive at markets during 
the spring months, there may be a narrowing of the 
existing wide price margin between high quality and 
low quality cattle, in part reflecting increased num
bers of finished cattle and in part a result of the 
strong feeder cattle demand which accompanies the 
opening of spring pastures.

In view of the heavy cattle slaughter during 1954, 
large numbers on feed as of January 1 notwithstand
ing, the total supply of beef during 1955 is expected 
to decline moderately. Consumers are expected to 
eat slightly less beef than the extremely high 1954 
level of 79 pounds per capita. Based on existing 
cattle numbers and trends, prices received during
1955 can be expected to fluctuate seasonally, with 
prices of high quality cattle relatively high during 
the fall months and feeder cattle relatively high dur
ing the spring months. The 1955 average price is 
expected to be about the same as last year.

Milk prices may also be in 
the “no change” category dur
ing 1955. Dairy cattle numbers 
reached a peak in 1954, then 
declined, and on January 1, 
1955, were approximately 1 per 

cent below year-ago levels, reflecting a sharp rise in 
cow and heifer slaughter. However, production per 
cow can be expected to increase approximately 2 per 
cent as in recent years, more than offsetting declines 
in dairy cattle numbers.

Government participation in dairy support activi
ties during the marketing year beginning April 1,
1955, will be at the same price level as during the 
current year. With fluid milk and butter consump
tion slightly above levels of a year ago, the excess 
supply of milk products moving into CCC inven
tories is expected to be moderately below year-ago 
rates. Because of these supply and demand factors, 
district income from milk during the 1955-56 market
ing year is expected to be as favorable as in the cur
rent period. If pasture conditions return to near 
normal, production costs will be reduced below the 
level of recent years. Consequently, net cash receipts 
from milk production may exceed the 1954 level by a 
slight margin.

. . . and milk.

as
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Prices received for hogs, . . .

The hog situation is currently characterized by in
creased production and reduced prices. Heavy mar
ketings during the fall of 1954 resulted in a district 
price drop of 20 per cent from mid-August to mid- 
December, considerably more than the normal sea
sonal decline.

Increased production will prevail throughout 1955. 
Numbers of hogs being fed for sale this spring are
16 per cent above last year, with all district states 
sharing in the increase. Considering this high pro
duction level, the seasonal price rise which usually 
occurs in March may be less than normal.

Fall hog prices cannot be expected to recover 
greatly from the average of the last five months as a 
consequence of continued heavy production and 
competition with large supplies of beef and poultry 
meats. Even though low relative to a year ago, exist- 
ing pork prices when compared with com prices give 
a com-hog ratio only slightly below normal. Accord
ingly, United States farmers have indicated inten
tions to raise 5 per cent more hogs for sale during 
July to December, 1955, than in the same period last 
year. This production increase will limit potential 
upward price adjustments which normally occur in 
July to September. Thus, in summarizing the hog 
outlook, little recovery can be expected from the re
duced price levels which prevailed during the last 
three months of 1954. The effect of relatively low 
prices upon income will be partly offset by increased 
production and may result in a decline of approxi
mately 10 per cent in cash receipts from hogs.

• • • eggs, . . .

Egg prices in recent weeks have recovered con
siderably from the sharp drop of approximately one- 
fourth from 1954 highs. However, on January 1, 1955, 
despite unusually heavy culling of laying flocks in 
late 1954, the number of potential layers on United 
States farms was about 1 per cent above that of a 
year ago, and eggs laid per hen can be expected to 
increase during 1955 more than 2 per cent as in 
recent years. These two factors may result in a 3 per 
cent increase in egg production during the first half of
1955. Consequently, further price improvement be
yond the advanced March 1 level will be moderated 
up to mid-1955. However, prices may go higher dur
ing the last half of 1955 as a result of farmers’ inten
tions to raise less flock replacements during 1955 plus 
a “normal” seasonal price rise of approximately 25 
per cent from June to October. Considering these 
factors, cash receipts from eggs may be 5 per cent 
below last year.

. . . and broilers may average close to the
reduced levels of late 1954.
The broiler industry, second only to cotton as a 

source of Arkansas farm income, apparently has ex
perienced a real test of the quantity of chicken which 
consumers will buy at prices covering cost of produc
tion. Broiler prices and production in recent months 
suggest that there is a sensitive relationship between 
price and supply. For example, as production in
creased in the fall of 1954, prices declined. As prices 
fell, the number of chick placements in October was 
reduced with consequent reductions in January mar
ketings. The small supply in turn resulted in higher 
prices in late January and early February, thus com
pleting the cycle. Following reduced chick place
ments and setting of eggs in incubators during 
December and January, lower production will likely 
be reflected in price strength at least through mid- 
April. However, with increased settings of eggs in 
incubators in February and with late February chick 
placements again returning to high levels, broiler 
prices in May will likely decline as production in
creases. Thus, the cycle apparently has started all 
over again.

Applying these observations to the year ahead, it is 
generally concluded that the average price for 1955 
will approximate or moderately exceed the relatively 
low average of the last six months. Production and 
price fluctuations may be more moderate than in the 
past year, but they can be expected to continue as 
growers make cyclical adjustments in production pat
terns to coincide with price changes. Viewing the 
relatively high prices which prevailed during the 
first half of 1954 plus other considerations mentioned 
above, district broiler income for 1955 will likely de
cline approximately 10 per cent.

However, the outlook for each commodity has a
diverse meaning for different farms.
Turning from the outlook for specific commodities 

to prospects for cash receipts on individual farms, it 
is clear that the percentage change in production, 
nationally or districtwide, will not necessarily repre
sent the percentage change in outturn of a particular 
commodity on each farm. For example, a decline of
10 per cent in district cotton production may reflect 
a decline of more than 10 per cent on some farms and 
less than 10 per cent on others. Such differences may 
result from variations in per acre yields as well as 
diverse acreage reductions from 1954 to 1955. More
over, a given decline in over-all district farm income 
may result from a decline in some areas on the one 
hand and an increase in other areas such as the sec
tions of severe 1954 drouth on the other. These ex
ceptions notwithstanding, the commodity approach on

(Continued on page 37)
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However, net profits rose substantially as 
a result of gains on security sales.

Although net operating earnings of district member 
banks during 1954 were about the same as in 1953, 
net profits before income taxes amounted to $71 
million, an increase of $ 1 1  million over 1953, the 
previous peak. The jump in profits was primarily due 
to the $17 million profits on security sales, compared 
with $1 million in 1953. This increase in profits 
was partially offset by a rise in the amounts trans
ferred to reserves for losses on both loans and secur
ities.

From these profits, income taxes took more, . . .
Income taxes took a substantial share ($29.4 

million) of the net profits, up $4 . 4  million from the 
previous year. The rise in income taxes reflected pri
marily the 1 2  per cent jump in profits (before taxes), 
offset in part by a tax rate reduction and the elimina
tion of the excess profits tax. As a percentage of 
profits, however, tax payments were only moderately 
lower in 1954 than during 1953, since the tax changes 
were not effective for many banks until payments 
made in 1955.

. . . and banks paid a larger amount of dividends . . .
Net profits after taxes amounted to nearly $42 

million or 1 2  per cent higher than the previous 
record of a year earlier. From these peak profits, 
district member banks paid the greatest amount of 
cash dividends ($15 million) in history. Thus, even 
though capital accounts continued to grow during 
the year, preliminary indications are that the ratio of 
cash dividends to capital accounts increased slight- 
¥

. . . and retained a greater amount to strengthen capital 
than ever before.

Preliminary figures show that member banks for 
the second straight year added to their capital struc
tures at a more rapid rate than total assets, risk 
assets and deposits increased. Much of the improve
ment in capital structures resulted from the retention 
of $27 million of profits. However, capital structures 
of some banks were also strengthened by other 
means.

N o r m a n  N . B o w s h e r

Agricultural Credit— The Decisiori'Making Season
(Continued from page 35)

a district basis serves as a helpful guide in analyzing 
the outlook in smaller areas or on specific farms.

Relating the outlook to credit programs also pre
sents a separate problem for each farm unit. An 
expected increase or decrease from last year in in
come from major commodities grown on specific farm 
units does not necessarily suggest that loan volumes 
or repayments should increase or decrease according
ly. The opposite may be more appropriate in some 
cases. The credit program in each case must be 
planned in the light of the outlook plus other condi
tions, such as the management ability of the operator 
of a specific farm unit. Used in this way, the out
look will serve as a tool to lessen uncertainties in the 
credit planning phase of farm programs during the 
production year ahead.

Cash farm income for the Eighth District 
in 1955 will probably be 5 per cent below 
that of 1954.
During the current season of loan decision-making, 

district lenders and borrowers are confronted with an 
outlook for less income than last year in some areas, 
stability in others, and higher income in a few areas. 
For the district as a whole, income from 1955 farm 
production will be somewhat below that of last year.

Cash farm receipts from cotton and tobacco may be 
down 1 0  per cent, with rice down 15 per cent and 
wheat down 25 per cent. These four crops account 
for one-third of the district’s cash farm receipts, and 
concentration of production results in extreme re
liance on these crops for income in some areas. The 
rather sharp income reduction from each of these four 
commodities is largely attributable to acreage reduc
tions. Consequently, the income drop from farm land 
seeded to cotton, tobacco, rice and wheat in 1954 
will be partly “made up” by increased production of 
substitute crops, such as soybeans, oats, barley and 
sorghum grains, on the diverted acres. In addition, 
per acre yields of corn, although a minor cash crop in 
the district, will probably exceed the low 1954 level. 
Cash income during 1955 from hogs, eggs, and broil- 
ers-which account for more than one-fifth of district 
cash farm receipts-may be 5 to 10 per cent below
1954, reflecting principally a continuation of lower 
prices established during the latter part of that year. 
The decline in livestock income may be moderated 
by relative stability in beef cattle and milk prices. 
These considerations suggest a decline of slightly
more than 5 per cent in district cash farm receipts_
a less favorable prospect than the national outlook as 
reported by the United States Department of Agri
culture.

L a w r e n c e  E . K r e id e r
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