
Assets of District Banks Expand in 1954
At this time of the year, economists, businessmen and 
bankers, among others, devote a great deal of time to 
appraising economic events of the previous year. Regard
less of the number of 1954 developments they may find, 
an outstanding one will be the expansion at commercial 
banks that occurred in the face of a business downturn. 
Even more significant in the Sixth District is the greater 
increase in bank assets here than in other parts of the 
nation. The explanations of these events lie, it seems, in two 
forces: monetary policy and business conditions.

At the beginning of the year a decline in industrial pro
duction and national income prompted monetary authori
ties to loosen the reins on bank credit. The Federal Reserve 
Bank of Atlanta, as well as other Federal Reserve Banks, 
lowered the rate charged on loans and advances from 2 
percent to 1.5 percent, and about the middle of the year 
the Board of Governors of the Federal Reserve System 
reduced reserve requirements against both demand and 
time deposits. These actions provided banks with reserves 
or made reserves available at low cost. In addition to these 
measures, the Federal Reserve carried on open market 
operations to maintain an adequate level of bank reserves.

Assured of ample reserves, banks throughout the country 
increased their loans or investments. In the District, where 
loan demand was strong, banks added relatively more to 
loans than to investments. In the nation, where loan de
mand was weak because of the greater business decline, 
investments increased more than loans. Regardless of how 
banks utilized their excess reserves, there was a corre
sponding increase in deposits and thus in the money supply.

Loans Show Large Increase
Most of the increase in deposits in this District accom
panied an expansion in loans, which rose rapidly during 
the year and by December were 12 percent above the year- 
earlier level. In the nation loans went up only 3 percent. 
In the District the increase far surpassed that for 1953 and 
equaled the average for the postwar years. Usually, total 
loans decline seasonally during the first half of the year; 
in 1954, however, they remained fairly stable until August, 
when the redemption of Commodity Credit Corporation 
Certificates of Interest caused a sharp decline. A stronger- 
than-usual seasonal rise that started in October boosted 
total loans to a new record of 2.7 billion dollars by the 
end of the year.

At member banks in large cities in the District, most 
types of loans showed greater changes than those at com
parable banks in the nation. In both areas, however, the 
amount of loans outstanding to brokers and dealers and to 
real estate firms registered significant gains. In the District, 
security loans, that is, loans to brokers and dealers and to 
individuals for purchasing or carrying securities, remained 
almost unchanged until the last two months of the year, 
when they rose 29 percent. In the nation, the gain was 17 
percent. To help avoid an excessive use of credit for pur

chasing or carrying securities, the Board of Governors early 
in 1955 raised margin requirements on such credit from 
50 to 60 percent.
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Although commercial banks, as a rule, play only a small 
part in mortgage financing, the percentage change in real- 
estate loans at member banks reflects fairly well the trend 
of mortgage lending. Between December 31, 1953, and 
December 31, 1954, total real-estate loans in the Sixth 
District increased 19 percent, with much of the rise origi
nating in residential loans, particularly those with VA 
guarantees. Florida, Tennessee, and Louisiana led the Dis
trict states in this gain.

Consumer borrowing contributed greatly to the expan
sion of loans in the District. Most of the increase in con
sumer loans took place in the second half of the year; by 
the end of December, loans outstanding to consumers at all 
commercial banks in the District were 3 percent above the 
year-earlier figure.

Business loans, also an important category of total loans 
because of their amount and sensitivity to changes in busi
ness activity, increased 8 percent during the year. This 
trend contrasted sharply to loan behavior in the nation, 
where the total stayed below the 1953 level throughout the 
year. Borrowings by District manufacturing and mining 
concerns were heavy, and loans to construction firms and 
sales finance companies registered substantial gains. Cer
tain areas of weakness, however, were noticeable. Because 
business firms did not maintain as high a level of inven
tories in 1954 as they did in 1953, trade loans at selected 
banks rose somewhat less than in 1953, and loans to 
commodity dealers declined more.

Investment Increase Smaller
Since the demand for loans in other parts of the country 
was not as great as it was in the District, banks in the 
nation purchased relatively larger quantities of investments 
than did banks in this region. The investment increase at all
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banks in the United States was 12 percent, compared with 
10 percent at District banks. Most of both the increases 
came in August and October, when banks made sizable 
purchases of new Treasury issues.

In addition to their purchases of Government issues, 
banks in each District state purchased sizable amounts of 
state and local government bonds. The supply of such 
securities was much greater than in 1953; the total issued 
by state and local governments in the District, for example, 
during the first ten and a half months of 1954 reached 473 
million dollars, a gain of 9 percent over the amount for the 
same period in 1953. The largest increase in state and local 
bond issues— 212 percent— occurred in Alabama. Florida 
had a gain of 62 percent and Louisiana and Mississippi had 
increases of 15 and 6 percent, respectively. Georgia had a 
decline of 40 percent and Tennessee one of 79 percent.

Deposits Expand Money Supply
When allowance is made for the rather large growth in 
the number of new member banks in this District, the rate 
of increase in deposits was only slightly greater than in the 
nation. At District member banks the gain of 529 million 
dollars in deposits raised the total to 7.8 billion dollars. 
Demand deposits rose to 6.3 billion dollars by year’s end, 
a gain of 6 percent over the comparable figure a year 
earlier. This increase was as large as that in 1952 and 
considerably larger than that in 1953. Despite stepped-up 
consumer spending, time deposits grew 14 percent.

During the first half of the year total deposits changed 
little because seasonal declines in deposits of individuals 
and business firms and in interbank deposits were offset 
by gains in time and government deposits, particularly the 
latter. The United States Treasury, operating with some
what more leeway under the higher debt limitation, in
creased its balances at District member banks 17 percent. 
In 1953, such balances declined about 40 percent. Deposits 
of state and local governments increased 7 percent, com
pared with 5.7 percent the year before. The buildup of 
state and local government deposits reflected sharp rises 
in operating expenditures and also in capital outlays, 
judging by the large gain in bonds issued in the six states. 
After June, however, total deposits increased at the rate

of about 80 million dollars a month, reaching a new record 
by the end of the year. All types of deposits rose.

Deposits Turn Over Rapidly
Not only was there an increase in the money supply in 
the District, but there was also a gain in the number of 
times the deposit dollar was spent. Bank debits, which are 
the charges made against checking accounts held by indi
viduals, business firms, and states and political subdivisions, 
increased 5 percent in 1954. During December debits grew 
14 percent, about twice the rate normally expected for this 
month. Changes in debits reflected fairly well economic 
changes; thus in 1954, some idea of the economic situation 
in individual states can be obtained from the debits picture. 
Florida had the greatest gain, 12 percent. Alabama, Geor
gia, and Louisiana each had gains of 4 percent, followed 
by Tennessee with 2 percent. In Mississippi, debits for the 
year declined 2 percent.

Whatever the reason—monetary policy, business condi
tions, or other forces— 1954 will go down in the record 
book as a good year for banking. There were some fears 
earlier in the year that the business recession would cur
tail the growth of commercial bank assets. The recession, 
however, was slight, although different parts of the country 
were affected to different degrees. The strongest repercus
sion as far as commercial banks are concerned was the 
change in their earning assets. A comparison of earnings 
reports from District and United States banks will probably 
reveal the earnings at District banks increased more than 
at banks elsewhere.

Another interesting development of the past year is that 
the Sixth District was able to maintain some immunity to 
the business downturn that in some areas of the country 
became quite serious. In 1954 the District loss in deposits 
to other parts of the country was about one-half as much 
as in 1949, another recession year, which indicates that 
the economy of this region is becoming more self-sustain
ing. Another point that the financial developments of 1954 
reveal is that the upturn in loans took place during the last 
half of the year and particularly during the last quarter. 
The more-than-seasonal increase in this period may be the 
herald of a new upswing in business. If such is the case 
another banking record may be established in 1955.

W. M. Davis; C. S. Overmiller
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