
Instalment Credit Expansion Slows
The District’s consumers bought fewer goods and services 
with bank instalment credit in July than in any other 
month so far this year. At District commercial banks, the 
major source of instalment credit, seasonally adjusted in
stalment debt expanded by a little more than $4 million. 
This net addition to outstanding bank debt was consider
ably smaller than the average monthly gains of $ 19 million 
and $18 million registered in late 1962 and early 1963.

This smaller gain in bank debt, together with a down
trend in the volume of new consumer instalment loans at 
District banks since February, leads one to ask whether 
credit use by consumers has reached or passed the critical 
point at which, as Brer Rabbit said, “Enough is enough 
and too much is aplenty.” This is, of course, one of the 
questions that may be answered conclusively only in the 
future. What can be said with certainty is that in the past 
year and a half consumers have shed their reluctance, so 
evident in 1961, to on-the-cuff buying and have gone on a 
mild credit binge. An examination of some of the major 
influences in the latest expansion may provide a clue to 
whether the slowdown in credit growth during recent 
months will be an enduring one.

The Recent Expansion
The recent instalment credit expansion has been broadly 
based. Accounting for roughly two-thirds of the District’s 
outstanding credit, the five credit outlets shown in the 
top panel of the chart registered, for the most part, sub
stantial increases in their holdings of instalment debt from 
early 1962 through July of this year. A slight decline in 
credit outstanding at furniture stores stood out as the only 
exception.

A careful look at instalment lending of District com
mercial banks provides some revealing comparisons be
tween the relative strength of demand in the current and 
other recent credit expansions, as well as information con
cerning the shifting composition of these demands. Data 
on consumer bank loans are fairly representative because 
banks are the largest source of District consumer credit.

Comparison with Past Expansions
How does the current rise in consumer instalment debt 
compare with the other two recent periods of instalment 
debt expansion? When gauged against the troughs in gen
eral business activity designated by the National Bureau 
of Economic Research, the present expansion in bank 
instalment debt shows up as a slow starter. The revival in 
new loans and renewals of old loans to consumers did not 
actually begin until early 1962, 12 months after the trough 
in general business activity. In contrast, the revival in new 
loans following the 1954 and 1958 recession troughs 
began four and six months, respectively, after the turn
around in general business activity.

Assessments of the relative strength of the present instal
ment credit expansion may differ according to the statis
tical measure used. It appears, however, that the current 
credit expansion, as measured by the percentage change in 
loan extensions from the cyclical troughs, is slightly stronger 
than the credit expansion following the April 1958 period;

it falls a little short of the expansion that followed the 
August 1954 trough.

In comparison with these two earlier periods, exten
sions of new loans to finance auto purchases have ex
panded more during the past 29 months. All other types 
of consumer loans, however, have increased less vigor
ously. The influence of two successive years of good auto 
sales has probably been a major factor explaining the more 
rapid growth in auto extensions, particularly in the latter 
stages of this expansion.
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The influence of brisk auto sales during 1962 and the 
first half of 1963 is evident from the small panel showing 
extensions of auto credit. Auto loans at District banks 
expanded in early 1962, lagging slightly behind the up
turn in auto spending that occurred in late 1961. Except 
for the dip in new loans during the third quarter, which 
corresponded with a decline in auto sales, auto credit 
extensions rose steadily and sharply until late 1962. Fol
lowing the record-smashing auto sales of the October- 
December period, both auto sales and loans appear to 
have leveled off. The expansion in auto instalment debt 
since early 1961 has accounted for about three-fourths of 
the net gain in total outstanding instalment debt at Dis
trict banks. Repayments of auto debt have also con
tinued to rise steadily.

Personal loans, the second strongest type of consumer 
loans, expanded about $65 million during the 29 months 
following the February 1961 trough. The somewhat erratic 
movement in loan extensions for personal use may prob
ably be explained by the variety of purposes for which 
consumers use these funds.

A recent study by one of the large consumer finance 
companies indicates that, excluding auto loans, payment 
of taxes and assistance to relatives were among the major 
uses of the funds borrowed from their firm. If these motives 
activated personal borrowing from District banks, the 
particularly sharp increases in new loans during the March 
periods of the past two years may be an indication that 
District taxpayers have started turning to their local banks 
for funds to tide them over the tax-payment period.

Loans for nonautomotive consumer goods, such as re
frigerators, air conditioners, and washing machines, and 
loans for repair and modernization purposes have con
tributed virtually nothing to the expansion in bank instal
ment debt. Outstanding debt for repair and modernization 
purposes actually declined $3 million from early 1961 
to July of this year, while outstandings in the nonautomo
tive durables category expanded only slightly during this 
period.

After reviewing the instalment credit expansion of the 
past year and a half, one may well ask, when confronted 
with the puzzling downward drift in consumer loans at 
District banks since early this year, where does District 
consumer credit go from here? In answering the same 
question for the nation, many observers have looked at 
various measures of consumer credit use, particularly the 
high ratio of instalment debt to after-tax income, and have 
concluded that a definite slowdown in instalment debt is 
indicated. One must remember, however, that three-fourths 
of the total District gain in bank instalment debt during the 
past two and a half years has been attributed to auto loans. 
Future instalment debt developments in the District, there
fore, will not only be dependent upon income gains and 
changes in consumer attitudes toward debt, but to a large 
extent upon the kind of year Detroit will experience.

J a c k  L. C o o p e r

The table on Debits to Individual Demand Deposit Accounts, which 
has been omitted this month, is scheduled to reappear in the 
October R eview . Copies of the current table are ava ilab le  upon 
request to the Research Department of this Bank.

B a n k  A n n o u n c e m e n t s

On August 6, the Aloma National Bank of Winter Park, 
Winter Park, Florida, a newly organized member bank, 
opened for business and began to remit at par for checks 
drawn on it when received from the Federal Reserve 
Bank. Officers are Herbert O. Robinson, Chairman of 
the Board; William B. Edmands, President; and Perry 
L. Mitchell, Vice President and Cashier. Capital 
is $700,000, and surplus and other capital funds, 
$350,000, as reported by the Comptroller of Currency 
at the time the charter was granted.

The Guaranty National Bank of Fort Lauderdale, 
Fort Lauderdale, Florida, a newly organized member 
bank, opened for business and began to remit at par 
on August 15. Officers include George W. English, 
Chairman of the Board; W. Howard Allen, President; 
Roy E. Adrianson, Executive Vice President; and Clif
ford V. McAneny, Vice President and Cashier. Capital 
is $500,000, and surplus and other capital funds, 
$350,000, as reported by the Comptroller of Currency 
at the time the charter was granted.

On August 27, the Citizens National Bank of Holly
wood, Hollywood, Florida, a newly organized member 
bank, opened for business and began to remit at par. 
Officers are H. D. Perry, Chairman of the Board; 
Charles W. Lantz, President and Chief Executive Offi
cer; W. L. Paul, Vice President and Cashier; and A. C. 
Galluccio and Robert L. Cooper, Vice Presidents. Capi
tal is $440,000, and surplus and other capital funds, 
$220,000, as reported by the Comptroller of Currency 
at the time the charter was granted.

The First National Bank of Newton County, Coving
ton, Georgia, a newly organized member bank, opened 
for business and began to remit at par on August 28. 
Officers include Hugh Steele, Chairman of the Board; 
J. Grady Coleman, President; Bill Hoffman, Vice Presi
dent; and Billy E. Nalls, Cashier. Capital is $150,000, 
and surplus and other capital funds, $150,000, as re
ported by the Comptroller of Currency at the time the 
charter was granted.

INDEXES FOR CONSTRUCTION CONTRACTS 
AVAILABLE

Construction contract indexes for the Sixth District, recently 
revised to incorporate new seasonal adjustments, are now 
ava ilab le  for distribution. In the past, we have published a 
seasonally adjusted three-month moving average of construc
tion contracts; beginning with this issue, we shall publish 
seasonally adjusted monthly data. The series on construction 
contracts is highly volatile, however, and month-to-month 
changes, even seasonally adjusted, should not be given undue 
significance. For this reason, a five-month moving average of 
the total seasonally adjusted monthly data is plotted on the 
back page of this Review  as a dotted line. Back data , sea
sonally adjusted, for both monthly and five-month moving 
average indexes for the total and the two components are  
ava ilab le  upon request to the Research Department, Federal 
Reserve Bank of Atlanta, Atlanta, G eorg ia  30303.
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