
R e a  I - E s t a t e  D e b t  G r o w s  a t  C o m m e r c i a l  B a n k s

Expanding debt played a large part in the 1955 boom. 
People went into debt for many reasons: Business firms 
borrowed money to expand plants and buy new equip
ment and repair existing facilities. Individuals bought new 
cars and new houses, particularly houses. Commercial 
banks furnished a larger proportion of the credit used 
for that purpose in 1955 than in previous years.

During 1955 total private debt increased an estimated 
38 billion dollars, which is slightly below the all-time high 
of 40 billion in 1950, but which is equal to the combined 
gains of 1953 and 1954. All major types of borrowers 
figured in the rise: Consumers went in the red 6 billion 
dollars, and business firms increased their debts in the 
way of bank loans and new security issues 9 billion. City 
and smaller governmental units used 6 billion dollars of 
borrowed funds to finance projects. But the big increase 
was in mortgage loans; they rose 17 billion dollars.
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Residential mortgage debt increased slowly between the 
end of World War I I  and December 1953, but in the early 
part of 1954, the pace quickened and continued rapid 
through 1955. Undoubtedly, the rising population and the 
growing incomes during these years spurred house buying 
and contributed substantially to the gradual increase in 
mortgage debt. Personal income rose from 171 billion 
dollars at the end of 1945 to 315 billion at the end of 
1955. With more money in their pockets, families were 
able to buy houses despite the high prices.

Then too, the availability of Government guaranteed 
mortgages, such as Veterans Administration and Federal 
Housing Administration loans, made it easier for people 
to buy houses. The buying spree that started in 1954 
and extended into 1955, however, stemmed largely from 
the greater attractiveness of mortgages, compared with 
other alternatives for lenders’ funds.

B a n k s  P la y  a  M a jo r  R o le
Of the institutions making mortgage loans in 1955, savings 
and loan associations, of course, had the highest volume 
of business, but commercial banks had the largest per
centage gain in new residential mortgages made. Banks in 
the nation added about 2 billion dollars to these mortgage 
holdings during the year. Over half of this gain represented 
an increase in conventional loans and the remainder was 
about equally divided between Federal Housing Admin
istration and Veterans Administration loans.

Banks, however, provide funds for real-estate financing 
in still another way. At times mortgage lenders, such as 
real-estate brokers, insurance companies, and the like, 
obtain temporary funds from commercial banks by selling 
mortgages on option or by other arrangements. For the 
year ended August 10, 1955, temporary loans of this type 
throughout the nation increased about 800 million dollars. 

At member banks in this District, the rate of gain in

Bank Announcements
The Federal Reserve Bank of Atlanta is happy to wel
come as a member of the System the First National Bank 
of Crestview, Crestview, Florida. The new bank opened 
for business February 11. Its  officers are Robert A . 
Beeland, J r ., President; J .  D . Wingard and C. V . Blue, 
Vice Presidents; and Eddie Jones, Cashier. I t  began 
operations with capital stock of $175,000 and surplus 
of $75,000.

On February 29, the newly-organized nonmember 
Everglades Bank of Fort Lauderdale, Fort Lauderdale, 
Florida, opened for business and began to remit at par 
for checks drawn on it when received from the Federal 
Reserve Bank. Herman C. Eberts is President, J . H . 
Philpott is Vice President, and Warren L .  Felter is 
Cashier. The bank has capital of $570,000 and surplus 
and undivided profits of $256,500.
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direct real-estate loans was greater than the national gain. 
Direct real-estate loans on residential and other property 
(excluding farm land) increased 26 percent during the 
year. In addition, District banks supplied real-estate 
credit indirectly through temporary loans to mortgage 
lenders. These loans, making up only a small part of the 
total real-estate credit extended by commercial banks, 
increased 97 percent.

S o m e  D e c l in e  in  R e c e n t  M o n th s
During the last part of 1955, residential construction 
activity dropped slightly, with the result that real-estate 
loans at all member banks in this area did not increase 
as rapidly as they did earlier in the year. At banks in 
leading Sixth District cities such loans declined during

December and continued to decline through January 1956.
Part of the diminished real-estate financing by the 

banks may have resulted from the increased loan demand 
accompanying the general economic expansion. Since 
banks had to spread their limited funds over a larger 
number of borrowers, funds for real-estate loans were not 
as plentiful. In addition, a falling-off in demand for 
houses may have weakened the demand for mortgage funds.

The FH A  estimates that housing starts will decline from
1,350,000 units in 1955 to 1,200,000 in 1956; in that 
case, the demand for mortgage funds this year, of course, 
will be less than that in 1955. Real-estate financing will 
continue downward this year if residential construction 
declines in the District.

Charles S. Overmiller

G a i n  i n  C o n s u m e r  C r e d i t  S l o w i n g  D o w n

The momentum in the expansion of consumer credit in 
1955 occasioned by borrowings for automobile purchases 
declined during the final quarter. Nevertheless, automo
bile loans contributed significantly to a 6-billion-dollar 
gain in consumer debt throughout the nation during the 
year. Never before have consumers bought so many new 
cars or borrowed so much to pay for them. By the end 
of the year, automobile instalment credit outstanding had 
grown 3.9 billion dollars, almost three-fourths of the gain 
in total instalment credit.

Because yearly totals tend to cover up important turn
ing points, we must look at monthly figures to detect a 
change in trend. By September, consumer instalment debt 
in the nation had grown 19 percent since the end of
1954, and automobile debt had advanced 34 percent. 
Sales of new cars, seasonally adjusted, were at record 
highs— 60 percent ahead of a year earlier. Then in the
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last quarter, the stimulus of new models was not as 
strong as was anticipated: The 1956 models were not met 
with the same degree of enthusiasm as were the new 
1955’s, and sales declined more than seasonally in October 
and November. By December, they were slightly lower 
than they had been a year earlier.

What effect did this have on total consumer instalment 
credit in the last quarter? New automobile loans, season
ally adjusted, dropped 7 percent from September to

December; repayments of old loans continued to rise; 
automobile credit outstanding advanced less than 3 per
cent; and the gain in total instalment credit slowed down 
to 4 percent.

A u t o m o b i l e  I n s t a l m e n t  C r e d i t
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billions of dollars

Meanwhile, this type of consumer credit in the District 
was progressing along similar lines. Instalment credit 
outstanding at commercial banks climbed 11 percent in 
the first nine months of 1955 over a year earlier, but only
3 percent in the last quarter. Automobile debt, which 
accounted for half of the total, was up 20 percent in 
September from the beginning of the year, but rose only
4 percent in the remaining three months.

Here again, we may trace developments in credit to 
sales of new automobiles; seasonally adjusted, sales de
clined in November, and in December were only slightly 
larger than a year earlier after having averaged a year-to- 
year increase of 41 percent for eleven months.

Since the beginning of 1956, new car production has 
been cut back, and the consensus seems to be that people 
will buy fewer new cars this year than they did in 1955. 
In that case, there will be no large sales increase to boost 
the demand for automobile credit. Unless other factors 
offset the decline in new car loans, the growth in instal
ment credit will tend to slow down even more.

Elizabeth Slaton
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