
CHAPTER 5 

CREDIT 
During the last decade, the rapid growth of Federal credit assistance has had serious effects on the 
Nation's financial markets. Federal intervention through direct and guaranteed lending preempts 
capital that could be used more efficiently by unsubsidized, private borrowers; and since federally 
assisted borrowers are frequently less productive than private borrowers, Federal credit activity 
diminishes economic efficiency. 

During the second half of the 1970's and the first years of the 1980's, the growth of Federal credit 
activity has made the Federal Government a primary consumer of capital resources in the domestic 
credit markets. 

• Previous to 1975, Federal and federally assisted borrowing, on average, absorbed less than 
20% of available credit resources (this includes borrowing by the Government to finance the 
budget deficit and off-budget spending, guaranteed borrowing and borrowing by 
Government-sponsored enterprises). 

• Since 1975, large deficits and accelerated growth in credit programs have driven up the 
absorption rate, reaching levels in the 1980's that have been experienced before only during 
the recession and recovery period of 1975-1976 and the aftermath of World War II. 

• An absorption rate of 49% in 1982 reflects unprecedented demands of Federal and federally 
assisted borrowing. (Table 1) 

The Administration is committed to controlling the growth of Federal credit assistance, and upon 
assuming office, took immediate steps to reverse previous growth trends. An interagency Cabinet-
level group was formed and undertook a comprehensive review of the Government's direct and 
guaranteed loan programs in order to shape a consistent credit policy. For the first time, the credit 
budget was used to impose systematic discipline and policy control over Federal credit. 
Administration proposals for credit budget discipline have served to increase awareness of the 
serious effects Federal credit activity has on the Nation's economy and credit markets. 

THE SUPPLY OF FEDERAL CREDIT 
A substantial portion of Federal and federally assisted borrowing results from lending activities that 
supply credit to select borrowers. On- and off-budget agencies make direct loans, and they also 
guarantee loans made by the private sector. In addition, Government-sponsored enterprises serve 
credit markets in a variety of ways. Table 2 shows recent trends in the lending side of Federal credit 
activity. 

DIRECT LOANS 
Agency loans to selected borrowers, through such programs as the Farmers Home Administration, 
the Export-Import Bank, and the foreign military sales credit program, accounted for $23.4 billion in 
direct loan outlays in 1982. However, of this total, $14.3 billion in direct loan outlays were excluded 
by law from the budget totals. 

Off-budget outlays mostly arise from the use of the Federal Financing Bank (FFB) as a source of 
financing by other Federal agencies for direct and guaranteed loans. The FFB effectively converts 
certain on-budget direct loans and guarantees into off-budget direct loans. This activity creates an 
off-budget deficit that absorbs valuable savings and capital in the same way as the on-budget 
deficit. 
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Table 1 
BORROWING UNDER FEDERAL AUSPICES: ABSORPTION OF DOMESTIC CREDIT MARKET FUNDS 

(fiscal years; in billions of dollars) 

Five-Year Averages 

1955-
1959 

1960-
1964 

1965-
1969 

1970-
1974 

1975-
1979 1980 1981 1982 

Total funds raised in domestic 
credit markets V 35.5 50.8 80.6 148.7 307.8 366.4 427.2 408.7 

Federal borrowing 2.1 4.5 6.4 13.0 56.8 70.5 79.3 135.0 
Net guaranteed loans 4.0 4.3 5.1 13.9 13.6 31.6 28.0 20.9 
Net Government-Sponsored 

Enterprise borrowing 0.4 0.7 1.0 5.0 12.6 21.4 34.8 43.8 

Total funds raised under 
Federal auspices 6.5 9.5 12.4 31.9 83.0 123.5 142.1 199.7 

Federal absorption rates 18% 19% 15% 21% 27% 34% 33% 49°/ 

V Funds raised by non-financial sectors, excluding equities. 
Source: Federal Reserve Bulletin Flow of Fund accounts, adjusted during 1965-1969 for consistency with budget concepts. 
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Table 2 
NET LENDING UNDER FEDERAL AUSPICES 

(fiscal years; in billions of dollars) 

Actual 

1977 1978 1979 1980 1981 1982 
DIRECT LOANS 

GUARANTEED LOANS 

GOVERNMENT-SPONSORED 
ENTERPRISES 

On-budget 
Off-budget 

2.6 8.6 6.0 9.5 5.2 9.1 
9.0 11-2 13.6 14.7 20.9 14.3 

13.5 13.4 25.2 31.6 28.0 20.9 

11.7 25.2 28.1 24.1 32.4 43.4 

TOTAL 36.7 58.4 72.9 79.9 86.5 87.6 

GUARANTEED LOANS 
Guaranteed loans, private loans for which the Government guarantees the repayment of principal 
and interest, accounted for $20.9 billion in net credit market activity in 1982. Major guarantors of 
privately issued loans are the Federal Housing Administration, the Veterans Administration 
mortgage insurance, the Export-Import Bank and the Small Business Administration. 

Guaranteed loans are not budget outlays, because no Federal funds are used except in case of 
default. However, many of their effects are nevertheless similar to those of outlays. Guaranteed 
loans effectively reallocate economic resources from market selected to federally selected uses. 
Borrowing for guaranteed loans absorbs funds available to credit markets in a manner similar to 
direct Federal borrowing. 

Government-sponsored enterprises made $43.4 billion of net loans in 1982. Three enterprises 
support housing - the Federal National Mortgage Association, the Federal Home Loan Banks, and 
the Federal Home Loan Mortgage Corporation; one supports agriculture ~ the Farm Credit System, 
and the Student Loan Marketing Association supports students and higher education. Most of these 
enterprises provide liquidity to the markets they serve through secondary market operations. 

Because of their private ownership, the Government-sponsored enterprises are not included in the 
budget totals or controlled through the budget process. Nevertheless, Government sponsorship has 
provided these enterprises with advantages in the securities markets that completely private 
institutions do not have. This enables them to borrow at rates slightly higher than those of the 
Treasury. 

This Administration has worked closely with the Congress to strengthen the credit budget. 

— The credit budget covers all direct and guaranteed loans, making no distinction 
between on- and off-budget entities. Government-sponsored enterprises are not 
included because of their quasi-Federal status. 

— The credit budget focuses decisions on gross program levels at the point of legal 
obligations, thereby facilitating control. In this way, the credit budget totals are based 
on gross levels of credit activity, without offsets for repayments. By excluding 
repayments, the credit budget measures the current level of new program activity. 

GOVERNMENT-SPONSORED ENTERPRISES 

STEPS FOR CONTROL:THE CREDIT BUDGET 
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— The credit budget is based on direct loan obligations and guaranteed loan 
commitments. Obligations for direct loans are contracts requiring that the Government 
disburse a loan immediately or at some future time. Commitments for guaranteed 
loans are agreements entered into by the Government to guarantee a loan when the 
borrower or lender fulfills stipulated preconditions. Both obligations and commitments 
define the point at which the Government becomes legally bound to extend credit. 

Table 3 
THE CREDIT BUDGET TOTALS U 

(in billions of dollars) 

Actual Estimate 

1981 1982 1983 1984 

Direct loan obligations 53.5 47.6 49.1 38.8 
Guaranteed loan commitments 76.5 53.7 102.7 98.7 

TOTAL 130.0 101.3 151.8 137.6 

lZ_The credit budget totals differ from totals shown in Table 2 because the credit budget is based on gross obligations and 
commitments for credit, while Table 2 shows the net change in outstanding credit. 

The Administration's 1984 Budget proposes reducing direct and guaranteed loan activity from 
$151.8 billion in 1983 to $137.6 billion in 1984. Table 3 shows the trends in the credit budget totals 
between 1981 and 1984. The significant increase between 1982 and 1983 is due to projected 
improved economic conditions in 1983 that are estimated to result in increases in guaranteed loan 
activity, particularly in the mortgage guarantee programs. The 9% decrease in credit budget totals 
between 1983 and 1984 reflects the Administration's proposals to control Federal credit activity 
through the credit budget framework. 

Major programmatic proposals in the credit budget between 1983 and 1984 included in Table 4 are: 

Federal Housing Administration. Guaranteed loan activity will decrease by $6.1 billion in 1984. For 
1983, FHA received a supplemental appropriation in the Continuing Resolution of $6.1 billion due to 
the expected surge in housing activity. The proposed decrease in 1984 brings the FHA program back 
to an annual appropriation limitation of $39.8 billion. 

Commodity Credit Corporation. Direct lending for commodity price support programs are estimated 
to be reduced by $3.8 billion between 1983 and 1984. This decrease is a result of the proposed 
payment-in-kind program. Guaranteed loan commitments are also estimated to decline between 
1983 and 1984 by $1.8 billion. This reduction in 1984 offsets unusually high activity in 1983 due to a 
special supplemental one time credit offer of $2 billion. 

Farmers Home Administration. The $3.5 billion decrease in Farmers Home Administration's direct 
loan obligations below the 1983 level is due primarily to a reduction in the rural housing insurance 
fund. This decrease in direct lending activity is part of the proposed rural housing block grant to the 
States. 

Export-Import Bank. The $2.0 billion proposed increase in guaranteed loan activity is the result of an 
expanding market in exports. 

Rural Electrification Administration. For 1984, REA guaranteed loans are proposed to be reduced by 
$1.5 billion and direct loans are proposed to be reduced by $0.5 billion. These reductions are due to 
an anticipated increase in supplemental financing from the National Rural Utility Cooperative 
Finance Corporation and other private sources. In addition, lower demand in the electric market will 
reduce the need for Federal assistance to REA borrowers. 
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Veterans Administration. The veterans loan guarantee revolving fund is estimated to increase by 
$1.2 billion for guaranteed loan commitments due primarily to reduced interest rates that are 
expected to stimulate activity in the housing market. 

Education Programs. Guaranteed loan commitments of the guaranteed student loan program are 
expected to increase by $0.6 billion between 1983 and 1984 due to increasing tuition costs. 

Table 4 
MAJOR CHANGES IN CREDIT BUDGET TOTALS 1983-1984 

(in billions of dollars) 

Direct Loan 
Obligations 

Guaranteed Loan 
Commitments 

Credit budget totals, 1983 

CHANGES: 
International security assist-
ance 

CCC price supports and related 
programs 

Farmers Home Administration 
Education programs 
Federal Housing Administration 
Government National Mortgage 
Association 

Veterans' housing programs 
Export-Import Bank 
Small Business Administration 
Rural Electrification Admin-
istration 

Other 

Total change 

Credit budget totals, 1984 

MEMORANDUM: 

GNMA mortgage-backed securities 
(secondary guarantees) 

49.1 

-3.8 
-3.5 

-0.5 

- 0 . 2 

-0.5 
-1.7 

-10.2 

38.8 

102.7 

0.3 

- 1 . 8 

0.6 
-6 .1 

1.2 

2.0 

-1.5 
U 

-4.0 

98.7 

-96 
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FEDERAL HOUSING ADMINISTRATION 

AGENCY: Department of Housing and Urban Development Functional Code: 051 

Funding ($ in millions) 

1982 1983 1984 1985 1986 1987 1988 

CURRENT SERVICES 
Commitment Lim. 
Outlays 

18,5761/ 45,900 41,897 51,447 59,984 66,708 71,222 
-236 -329 -1,528 -1,892 -2,243 -2,483 -2,683 

REAGAN BUDGET 
Commitment Lim. 
Outlays 

18,576 U 45,900 39,800 39,800 39,800 39,800 39,800 
-236 -329 -1,546 -1,586 -1,622 -1,563 -1,516 

PROPOSED CHANGES 
Commitment Lim. 
Outlays 

2,097 11,647 20,184 26,908 31,422 
19 -306 -621 -920 -1,167 

1/ Commitments actually issued. 

PROGRAM DESCRIPTION 

The Federal Housing Administration (FHA) operates about 40 programs that provide insurance for 
home and project mortgages and property-improvement and mobile-home loans. Since its inception 
in 1934, FHA has insured mortgages and loans covering 17.6 million units with a value of $272 billion. 
FHA currently insures 5 million home and multifamily mortgages with a value of $161 billion. In 
fiscal year 1982, FHA insured 163,000 home mortgages with a value of $7.5 billion, 1,000 multifamily 
mortgages covering 108,000 units with a value of $3.7 billion, and 244,000 property-improvement 
and mobile- home loans with a value of $1.5 billion. 

If the owner of a property with an FHA-insured mortgage defaults on the mortgage, FHA pays the 
lender the outstanding balance of the defaulted mortgage and in return either acquires title to the 
property or has the mortgage assigned to FHA. At the end of fiscal year 1982, FHA owned 48,857 
units of acquired properties and held mortgages on properties containing an additional 235,312 
units. 

PROPOSED CHANGE 

• The Administration has proposed a limitation on the amount of mortgages and loans that 
FHA can insure in 1984 of $39.8 billion. This proposal is identical to the limitation that was 
enacted by the Congress for 1983 after excluding the supplemental limitation of $6.1 billion 
that was requested by the Administration in order to provide sufficient commitment 
authority to handle the extraordinary demand for FHA insurance that resulted from the 
recent rapid decline in mortgage interest rates. 

• The Administration will also propose a number of legislative changes, including: 

— Authority to insure mortgages for the construction of shell homes and adjustable rate 
and shared appreciation mortgages; 

— A more efficient method to settle FHA single-family insurance claims without 
acquisition of properties or assignment of mortgages; 

— Deregulation of the maximum mortgage interest rate that may be charged on FHA-
insured mortgages; 
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— Changes to the Bankruptcy Code that would permit FHA to acquire defaulted 
multifamily properties more expeditiously. 

RATIONALE 

• Proposals to limit the growth in FHA credit are an integral component of the President's plan 
to control the growth of Federal credit. 

• The legislative proposals that expand the types of mortgages that FHA can insure are 
consistent with targeting of FHA insurance towards those groups not adequately served by 
the private sector. FHA should provide mortgage insurance for only those segments of the 
market not adequately served by the private sector. For example, some homebuyers-
particularly first time homebuyers who are able to make only very low downpayments-may 
be unable to obtain private mortgage insurance and thus require FHA mortgage insurance if 
they are to be able to purchase a home. 

• The other proposals are consistent with operating FHA in an efficient, businesslike manner. 

EFFECTS OF THE PROPOSED CHANGE 

• As a result of maintaining the 1983 commitment limitation (after exluding the one-time 
supplemental) of $39.8 billion during a period of rapidly expanding housing credit activity, 
FHA's share of the mortgage insurance market will decline and more homebuyers will use 
lower cost private mortgage insurance. In 1982, private mortgage insurers insured more 
mortgages than FHA and VA combined. 

• As a result of operating FHA in a more efficient and businesslike manner, net receipts to the 
FHA are expected to increase from $329 million in 1983 to over $1.5 billion in 1984 and each 
year thereafter. 

1982 AND 1983 CHANGES 

• Beginning in 1983, a new method for collecting insurance premiums on insured single-family 
mortgages is being implemented. Instead of paying monthly premiums for the life of the 
mortgage, homebuyers with FHA-insured mortgages will either pay a lump sum at the 
settlement or have the insurance added to the mortgage amount. Implementation of this 
procedure is expected to increase net receipts by an estimated $289 million in 1983 and by 
over$1 billion in 1984. 

• FHA will also implement in 1983 a program that will allow direct approval of insured single-
family mortgages by approved mortgage lenders, thus expediting the insurance process and 
reducing the FHA staff needed to process applications. 

• In 1982, FHA began to use a simplified foreclosure method enacted as part of the Omnibus 
Budget Reconciliation Act of 1981. The use of this new method has helped shorten the long 
periods that were required to complete foreclosures under certain State laws, thus 
ameliorating problems of deterioration of the structures, substantial Federal management 
and holding expenditures, vandalism, fires, and decline of the neighborhoods in which the 
properti es are I ocated. 
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AGENCY: 

Funding 

SMALL BUSINESS CREDIT ASSISTANCE 
Small Business Administration (SBA) Functional Code: 376 

($ in millions) 

1982 1983 1984 1985 1986 1987 1988 

CURRENT SERVICES 
Budget Authority 
Outlays 

326 662 436 455 475 499 530 
700 574 427 366 384 402 427 

REAGAN BUDGET 
Budget Authority 
Outlays 

326 517** 241 219 185 128 
700 508 176 164 133 81 

67 
26 

PROPOSED SAVINGS 
Budget Authority 
Outlays 

REAGAN CREDIT LEVELS 
New Dir. Loan Approvals 

New Dir. Loan Oblig*. 505 677 472 442 403 338 272 

178 

145 195 236 290 371 463 
66 251 202 251 321 401 

73 41 41 41 41 41 

Guar. Loan Commit 2,249 2,800 2,800 2,450 1,850 1,150 1,150 

*This includes amounts for repurchases of defaulted SBA guaranteed loans. 
**Includes $178 million transfer from Department of Commerce programs. 

PROGRAM DESCRIPTION 

The Small Business Administration (SBA) provides direct loans and guaranteed loans to small business 
as follows: 

— Direct Loans 

SBA provides subsidized (below the normal cost of borrowing from banks) loans to 
small business to construct, expand, or convert facilities; to purchase equipment or 
building materials; or to supply working capital. Except for a 3% interest rate on loans 
to businesses that employ or are owned by handicapped individuals, interest rates on 
direct loans were increased in 1981 to the Government's cost of borrowing money. 

— Guaranteed Loans 

SBA supports a guaranteed business loan program which guarantees 90% of a loan and 
100% guarantee of pollution control equipment loans to small business. 

PROPOSED CHANGE 

The Administration proposes to eliminate SBA direct loans beginning in 1984 (except for Minority 
Enterprise Small Business Investment Companies) and to maintain guaranteed credit assistance at 
the Administration's proposed 1983 levels. SBA guaranteed credit assistance would be gradually 
phased down to $1.2 billion in 1987 with an emphasis on minority, handicapped, and first-time 
borrowers. In addition, administrative actions will be taken to increase the private sector risk and to 
recover loan servicing costs. 
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RATIONALE 

• The proposed change applies sound economic criteria to economic subsidy programs and 
limits Federal Government involvement in the credit market. 

• As a group, the nation's 14 million small businesses will benefit more from the 
Administration's efforts to stabilize financial markets, reduce interest rates, eliminate 
burdensome regulations, and lower inflation than from Federal credit assistance. Less than 
1 % of small businesses receive any type of financial assistance from SBA. 

• Subsidized direct loans are costly to the small business community: 

— They result in increased Federal borrowing and, thereby, reduce available private credit. 

— They create a competitive advantage for some small firms over others that are equally 
deserving. 

• Since the vast majority of small businesses are obtaining financing without Federal 
assistance, aid should be limited to those businesses for which a valid case can be made that 
the market overestimates the risk of a project (e.g., first-time borrowers) or underestimates 
its return in terms of achieving social objectives (e.g., counteracting discrimination or 
generating greater economic independence for minority communities). 

• As interest rates decrease with economic recovery, the lower cost of borrowing should make 
it easier for individuals to obtain credit assistance without Federal involvement. 

EFFECTS OF THE PROPOSED CHANGE 

• The elimination of direct loans will have a negligible effect on small business. At the end of 
1982, SBA had 38,041 direct loans outstanding in its portfolio. This means that less than 0.3% 
of the 14 million small businesses identified by IRS received direct financial assistance from 
SBA. 

• Maintenance of the 1983 proposed level of guaranteed business loans will not have a 
significant adverse effect on small business. In 1982, SBA guaranteed 12,780 business loans 
and had a total of 109,330 guaranteed loans outstanding in its portfolio. This means that 
SBA provided guaranteed business loans to less than 1% of the 14 million small businesses 
identified by IRS. 
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RURAL TELEPHONE BANK 
AGENCY: Department of the Treasury Functional Code: 851 

Funding ($ in millions) 

1982 1983 1984 1985 1986 1987 1988 

CURRENT SERVICES 
Appropriated Capital 
Borrowings 
Budget Authority 

Lending Level 

REAGAN BUDGET 
Appropriated Capital 
Borrowings 
Budget Authority 

Lending Level 

30 30 30 30 30 30 30 
129 122 120 120 120 120 120 
159 152 150 150 150 150 150 
185 185 185 185 185 185 185 

129 145 150 150 150 150 150 
159 152 150 150 150 150 150 
185 185 185 185 185 185 185 

30 7 

PROPOSED CHANGES 
Appropriated Capital 
Borrowings 

-23 -30 -30 -30 -30 -30 
+ 23 +30 +30 +30 +30 +30 

Budget Authority 
Lending Level 

PROGRAM DESCRIPTION 

The Rural Telephone Bank provides direct loans to rural telephone companies and cooperatives at 
subsidized interest rates for the operation and improvement of telephone services in rural areas. 

PROPOSED CHANGE 

• The unobligated balance of the 1983 Federal capitalization appropriation ($23.4 million of 
$30 million provided) would be rescinded. 

• The $30 million a year capitalization appropriation assumed in 1984 and outyear current 
services would be eliminated. 

• The current lending level would be maintained. 

• The Federal Government has already provided the $300 million in capital called for in the 
original statute establishing the Bank. These funds only begin to be repaid starting in 1995. 

• Federal capitalization funds are provided to the Bank by law at a 2% interest rate. The 
difference between the Treasury's cost of borrowing and the 2% rate is paid by the Federal 
taxpayer. This is unjustified because adequate credit is available to the Bank at no cost to the 
taxpayer through the following mechanisms. 

— The Bank has the authority to raise funds in private credit markets on the $300 million 
capital base provided by the Federal Government. 

— The Bank is authorized to borrow without limitation from the Treasury at the Treasury's 
cost-of-money interest rate, with 50-year repayment terms. 

RATIONALE 

232 

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

Fiscal Year 1984



EFFECTS OF THE PROPOSED CHANGE 

This proposal will not affect the Bank's lending levels, nor will it reduce the total budgetary 
resources available to the Bank. 

Even with this proposal, the Bank will continue to be heavily subsidized with taxpayer dollars and 
rural telephone borrowers will continue to enjoy low-cost money. The Bank will be reducing its 1983 
interest rate from 11.5% to 10.5% - well below the current private market rate of interest. 

1982 AND 1983 CHANGES 

In the Agriculture and Food Act of 1981, Congress authorized an additional $300 million of 
capitalization for the Bank at 2% interest. Although it is authorized, the Administration believes the 
original $300 million of capital plus the Bank's authority to borrow privately and from the Treasury 
provides sufficient resources for the Bank's operations. Thus, the Administration does not intend to 
utilize the new authorization of funds. 
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AGRICULTURAL EXPORT CREDIT 

AGENCY: Department of Agriculture Functional Code: 351 

Funding ($ in millions) 

1982 1983 1984 1985 1986 1987 1988 

CURRENT SERVICES 
Direct Loans -- 100 100 100 100 100 100 
Loan Guarantees 1,625 2,800 2,800 2,800 2,800 2,800 2,800 

Total Assistance 1,625 2,900* 2,900 2,900 2,900 2,900 2,900 

REAGAN BUDGET 
Direct Loans - 100 100 100 100 100 100 
Loan Guarantees 1,625 2,800 3,000 3,000 3,000 3,000 3,000 

Total Assistance 1,625 2,900* 3,100 3,100 3,100 3,100 3,100 

PROPOSED INCREASE 
Direct Loans 
Loan Guarantees - - 200 200 200 200 200 

Total Assistance - - 200 200 200 200 200 

* Does not include special one-time export credit packages totaling $2,250 million that are 
independent of current services and policy. 

PROGRAM DESCRIPTION 

The Commodity Credit Corporation (CCC) provides export credit for agricultural products in the form 
of direct loans and loan guarantees. 

PROPOSED CHANGE 

Export credit loan guarantees are increased by $200 million over current services. 

The budget continues the Administration's 1983 export initiative: "blended" export credits; where 
interest-free direct loans are "blended" with market-rate loan guarantees as a combination export 
subsidy package. 

EXPORT CREDIT ASSISTANCE IN PRESIDENT'S BUDGET 

($ in millions) 

1983 1984 1985 1986 1987 1988 
BLENDED CREDITS 

- Direct Loans 100 100 100 100 100 100 
- Loan Guarantees 400 400 400 400 400 400 

Total 500 500 500 500 500 500 

REGULAR LOAN GUARANTEES 2,400 2,600 2,600 2,600 2,600 2,600 
Total Assistance 2,900 3,100 3,100 3,100 3,100 3,100 

1983 One-ti me Packages* +2,250 
Revised 1983 5,150 

* $1 billion loan guarantees to Mexico and special blended credit package comprising $250 million direct loans and $1 billion 
loan guarantees. 
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RATIONALE 

The 1983 boost in export credit is intended to help the U.S. maintain and expand its agricultural 
export markets in these times of low farm prices, excess supplies and foreign export subsidies. 

Total agricultural exports were valued at $39.1 billion in 1982, while imports were $15.4 billion; 
resulting in a positive agricultural trade balance of $23.7 billion. Federal export credit currently 
affects only about 6% of total agricultural exports. Thus, stimulating normal commercial sales rather 
than providing ever-increasing Federal credit involvement remains the key to long-term increases in 
U.S. exports. 

EFFECTS OF PROPOSED CHANGE 

While the total volume of grains exported this year are estimated to be slightly less than last year's 
record level, export volume is expected to again increase to new record levels over the next few 
years. This would be in part a result of the current short-term boost in export credit which should in 
turn help reinvigorate normal commercial trade for long-term export sales. 

235 

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

Fiscal Year 1984


