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Expansion of Bank Loans and Investments

The main points of Table I are:

(1) The level of commercial and industrial loans (business
loans) is now at an all-time high and above the previous peak of 1929*

(2) During the calendar year I9I+6 commercial and industrial
loans increased by nearly 50 per cent. The rate of increase for real
estate loans was even sharper. The loan expansion is still continuing.
The increase in total loans during I9U6 was more moderate because the
increase in some categories was offset in part by a sharp decline in
loans to brokers and dealers and in loans to others for the purchase and
carrying of securities.

(3) Bank investments at the end of I9I+6 were nearly If? billion
below the end of I9U5 figure. This reflects the debt retirement program
which was directed to a considerable extent at the repayment of bankheld
debt. During the first quarter of this year, holdings of Government
securities by commercial banks have declined further, due to continued
debt retirement.

The table includes loans and investments at member banks only,
that is, at commercial banks which are members of the Federal Reserve
System. At the close of I9I4.6 these banks held over 70 per cent of total
loans and about 85 per cent of total investments of all commercial banks.
The picture provided by member banks is thus fairly representative for the
banking system..

Consumer Credit

Table II shows the increase in consumer credit. During the war,
consumer credit declined sharply due mainly to reduced installment purchases,
and reached a low of about 5 billion dollars early in 19i44.. Since then con-
sumer credit has doubled, reflecting primarily a sharp growth in installment
credit and charge account credit. It has now returned to the prewar peak.
The share of banks in the financing of installment credit increased from
about l/3 before the war to over I4.O per cent by the end of 19ij.6. After
allowance for seasonal factors, it appears that consumer credit is still
expanding.
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Corporation Profits

Table III shows corporation profits before, during and after
the war. During the war, profits before tax nearly tripled from the
19i+0 level and profits after tax rose by over 30 P©r cent. During
estimated profits before tax were considerably below the wartime peak
due to reconversion difficulties• However, profits after tax during
I9I+6 climbed above the wartime high and were nearly twice the I9I+O level,

At the close of I9U6, profits ran much higher than for the
calendar year as a whole. Indeed, it is estimated that the annual rate
of profits before tax for the fourth quarter of I9I+6 has returned to
about the wartime peak. Due to the repeal of the excess profits tax
and lower corporation tax rates, estimated total profits after tax have
been ̂ 0 P©r cent above the wartime peak, two and a half times the I9I+O
level and three times the 1939 level. In view of the continued high
level of business activity and rising prices, one may expect the picture
for the first quarter of I9I+7 to be at least as favorable as that for
the last quarter of 191+6.
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