
BANK CREDIT IN 19AS 

Suggest ions by t he 
Smal l Business C r e d i t Commission* 

C r e d i t P o l i c y Commission and 
Government Bor rowing Committee 

o f the American Bankers A s s o c i a t i o n 

The American Bankers A s s o c i a t i o n r e a l i z e s t h a t t he banks 
have a p a r t t o p l a y i n combat ing the f o r c e s o f i n f l a t i o n . The prope 
use o f bank c r e d i t must be impressed upon b o t h t he banker and t h e 
b o r r o w e r . Wh i le t he amount o f bank c r e d i t o u t s t a n d i n g has s t e a d i l y 
i n c r e a s e d i n r e c e n t months, i t i s n o t ou t o f l i n e a t t he p r e s e n t t ime 
w i t h the c a p i t a l and d e p o s i t s t r u c t u r e o f the Banking System, .Nei the 
i s i t ou t o f l i n e when the i n c r e a s e i n n a t i o n a l p r o d u c t i o n i s con-
s i d e r e d , as w e l l as wages and the p r i c e l e v e l . 

1 . I n t h e months immed ia te l y ahead bank c r e d i t shou ld n o t 
be made a v a i l a b l e except f o r the p r o d u c t i o n and d i s t r i -
b u t i o n o f goods, f o o d , and s e r v i c e s wh i ch w i l l add t o 
t he supp ly s ide o f t he economic e q u a t i o n . 

2 . Excess ive commodity and i n v e n t o r y l oans wh ich a re 
des igned t o w i thd raw goods f rom s u p p l y i n a n t i c i p a t i o n 
o f p r i c e r i s e s shou ld be d e c l i n e d . 

3 . A c t i o n on a p p l i c a t i o n s f o r mortgage l oans f o r c u r r e n t l y 
n o n - e s s e n t i a l b u i l d i n g , o r f o r c o n s t r u c t i o n wh ich can 
be postponed u n t i l b u i l d i n g s u p p l i e s and l a b o r a re i n 
g r e a t e r abundance, shou ld be d e f e r r e d . 

U* I n v iew o f t he f a c t t h a t the p r o d u c t i v e machinery o f 
the c o u n t r y must be k e p t a t maximum l e v e l s , the banks 
shou ld g i v e p r i o r i t y t o a p p l i c a n t s f o r l oans who can 
t u r n o u t t he s u p p l i e s and p r o v i d e t he s e r v i c e s needed 
now a t home and abroad• Th is i s one o f t he most 
e f f e c t i v e methods o f combat ing i n f l a t i o n . 

5 . Make p e r s o n a l l oans t o i n d i v i d u a l s o n l y f o r c o n s t r u c t i v e 
and n e c e s s i t o u s purposes . 

6 . Make c a r e f u l a p p r a i s a l s on p r o p e r t i e s and goods as the 
b a s i s f o r secured l oans and g i v e due r e g a r d t o p robab le 
l ong - range t r e n d s o f p r i c e s and v a l u e s . Th is w i l l a p p l y 
i n a l l cases, even t o l oans guaranteed o r i n s u r e d by 
governmenta l agenc ies , and e s p e c i a l l y t o te rm l o a n s . 

7 . Study p e r i o d i c a l l y t he l o a n p o r t f o l i o t o de te rmine p o s -
s i b l e changes i n the q u a l i t y o f l oans and the r i s k s 
i n v o l v e d . 

8 . M a i n t a i n a c o n s e r v a t i v e r a t i o between loans o u t s t a n d i n g 
and c a p i t a l accoun t . 
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Review 

I t i s p r a c t i c a l l y i m p o s s i b l e t o l a y down any s e t o f r u l e s 
w h i c h wou ld de te rm ine whe the r o r n o t a p a r t i c u l a r l o a n i n a g i v e n 
s e c t i o n o f t h e c o u n t r y i s i n f l a t i o n a r y . T h i s i s a v a s t c o u n t r y w i t h 
v a r i e d i n t e r e s t s . However, t h e sugges t i ons made above s h o u l d be i n 
t he minds o f a l l bank o f f i c e r s h a v i n g t o do w i t h c r e d i t s . Be fo re e x -
t e n d i n g bank c r e d i t we urge y o u t o r e a d P r e s i d e n t Dodge's s ta temen t 
c o n t a i n e d h e r e i n . [ S t a t e m e n t n o t i n c l u d e d . ] 

SOURCE: ABA pamph le t . 
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