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BUSINESS REVIEW

Industrial
Development Bonds: 

They're Not What 
They Used to Be

by Susan R. Robinson

During the past two years or so, there has been 
a running battle over industrial development 
bonds. Use of these bonds by municipalities and 
other political subdivisions, especially in the 
South, to persuade corporations to locate in a 
certain town or county has stirred much contro
versy. And industrial development bonds have 
become a political and sectional as well as an 
economic issue. During 1968, the U.S. Treasury, 
Congress, and the Securities and Exchange Com
mission took action to limit the role IDB’s will 
play, beginning this year. Now that the dust has 
settled somewhat, it is possible to take an unim
passioned look at the IDB financing device and 
to assess the implications of its curtailment for 
municipalities, corporations, the capital market, 
and investors.

NATURE OF THE ANIMAL

Industrial development bonds (also called indus
trial revenue bonds, industrial aid bonds, and, 
mostly by opponents, tax-exempt corporate 
bonds) are issued by a municipality for the pur
pose of financing a factory or other industrial 
facility for lease to a business firm. Although 
they can be either general obligation or revenue 
bonds, the bulk are of the revenue type. The 
corporation which uses the factory usually pays 
“ rent” to the town, county or development 
authority sufficient to pay the interest and prin
cipal on the bonds. Rental payments are a tax- 
deductible expense for the firm. Interest on 
IDB’s issued before January 1 of this year, like 
the interest on other municipal securities, is 
considered tax-exempt so that investors owning 
the bonds pay no federal income tax ( and often 
no state tax) on the interest received. Conse
quently, rates on ID B’s are lower than rates on 
comparable corporate bonds, and the financing 
cost to the corporation is usually about 1 per 
cent less. For example, it has been estimated 
that the savings through industrial development
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financing on a 30-year serial bond issue of $140 
million could be as much as $25 million. On the 
other hand, IDB rates are higher than those on 
conventional municipal issues and repayment is 
guaranteed by the corporation, so they are attrac
tive investments. For example, a tax-exempt bond 
yielding 6 per cent is the equivalent of a 10.91 
per cent taxable return to a person in the 42 per 
cent tax bracket or 12.5 per cent to a corpora
tion paying 48 per cent in taxes.

HUMBLE BEGINNINGS

The first IDB’s were issued back in 1936 in 
Mississippi to attract industry into depressed 
areas where employment and income were low. 
In 1950, only Mississippi and Kentucky allowed 
IDB financing; and although 23 states had au
thorized the practice by 1960, use of these bonds 
remained confined to relatively small towns in 
the South. Early ID B’s were not highly regarded 
by the nation’s financial community, largely 
because they were issued by small, often obscure 
towns for use by unknown companies. Never
theless, they were popular with the municipali
ties and companies involved. For the town, there 
was an immediate increase in employment when 
the plant was being built and beginning opera
tion. In addition there was the multiplier effect; 
that is, new jobs stemming from the plant, in 
turn, caused creation of still more jobs because 
business activities of local merchants, raw mate
rial producers and supporting firms expanded. 
For the company, it meant cheap financing, a 
large labor pool (which probably commanded 
lower wages) and possibly cheaper power and 
raw materials.

In 1954, the U.S. Treasury ruled that interest 
on ID B’s was tax exempt. This ruling spurred 
the spread of enabling legislation, as more and 
more states realized that ID B’s were a powerful 
device for attracting industry and furthering 
regional development.

STAMPEDE

Not only did the advantages of industrial devel
opment bonds attract more states and conse
quently more towns and counties into the field, 
but there was a snowballing effect. As use of 
ID B’s spread, towns in states which did not 
allow them found themselves at a competitive 
disadvantage to areas where they were allowed. 
By the end of 1967, a spirit of competition, as 
well as self-defense, led a total of 44 states to 
authorize the use of IDB’s by their political sub
divisions. Even large industrial states like Ohio, 
New York and Pennsylvania joined the rush. 
During the 1960’s, IDB financing was no longer 
confined to the South, although the majority of 
issues still came from that section of the 
country.

As use of IDB’s spread geographically and as 
the economy expanded during the 1960’s, the 
number of ID B’s issued each year mushroomed. 
From $8.8 million in 1952, the total amount of 
industrial issues jumped to $84.3 million in 
1962 and in 1968 about $1.5 billion of new 
IDB’s came to market. This rate of increase 
was considerably greater than that chalked up 
by all municipals, as shown in the chart. In 
every year before 1962, ID B’s counted for less 
than 1 per cent of dollar volume of new munic
ipals, but by 1968 it is estimated that they 
represented about 9 per cent of the total.

Not only did the volume of ID B’s increase 
but characteristics of the typical issue changed, 
too. In 1957, average size of an industrial devel
opment issue was $366,000; in 1967 it was $7.8 
million. This growth is spectacular compared 
to regular municipal bond issues; a typical tax- 
exempt offering grew from $1.0 million in 1957 
to $2.5 million ten years later. The growth in 
average size of issue indicates that larger plants 
were being built with IDB financing and that 
larger corporations were benefiting from use of 
ID B’s.
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At the same time, average population of 
towns floating industrial bond issues increased 
steadily, from 14,000 in 1965 to 33,500 in 
19681. In the case of counties, growth was not 
quite as marked, moving from an average of
109.000 in 1966 to 156,000 in ’67 and back to
140.000 in ’68. Municipalities with nationally 
recognized credit ratings have also become more 
important as sellers of ID B’s. Although the 
majority of towns are not rated by Moody’s 
because of their small size (even in this sample 
of larger towns), from 1966 through 1968 1

1 In order to analyze other changes in characteristics 
of ID B’s we have used a list prepared by McDonald 
and Company of Cleveland, dealer and underwriter of 
industrial development bonds. This list includes all 
large issues of general interest to investors, as well as 
most Ohio issues. Some information for 1968 is from 
Eliot Sharp's Tax Exempt Newsletter and the Investment 
Dealers’ Digest. Observations prior to 1965 are somewhat 
limited (mainly because of the small number of large IDB 
issues offered during that period). This should be home 
in mind during the following discussion of an “aver
age” issue.

almost 20 per cent of the IDB issues listed are 
from towns which are rated. No town issuing 
IDB’s before 1966 was rated. The highest rat
ing of an IDB-issuing municipality in our sam
ple is “ A ” and the lowest “ BA” . Most are 
“ BAA” , which is considered of investment 
grade.

Yields on ID B’s are higher than on other 
municipals, and this gap has been widening. A 
comparison between large issues of IDB’s and 
the Investment Bankers Association Index for 
BAA-rated, 20- to 30-year bonds shows an aver
age differential of 81 basis points in 1966, 109 in 
1967, and 151 in 1968. For 5- to 10-year bonds, 
differences were 49, 56, and 107 basis points, 
respectively. Rising yields on ID B’s relative to 
other municipals reflects the huge increase in 
supply of these bonds since 1965, and also a 
fear that the tax-exempt status of these bonds 
might be threatened. However, the increasing 
size of towns and companies involved in IDB 
financing would reduce the risk on these bonds, 
offsetting some of the above factors.
TO THE ATTACK
The surge in IDB issues attracted the attention 
of investors and dealers, the U.S. Treasury, 
organized labor and, eventually, the Congress. 
Much criticism of ID B’s was heard and abuses 
of the device were reported. This induced vigor
ous rebuttals and a full-scale controversy 
developed.

Arguments against the continued use of tax- 
exempt industrial bonds are varied and wide- 
ranging. One which proponents have difficulty 
rebutting is that since almost every state allows 
IDB’s there is no longer much competitive 
advantage to be gained for any particular town 
by using them. The situation is analogous to 
one in which the first gas station on the street 
to offer gifts, stamps or games boosts its sales 
considerably. Yet as competing stations find 
their own gimmicks, the advantage of the first
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one is eaten away until all are back where they 
started.

Another practical consideration is the effect 
of the flood of ID B’s on the municipal bond 
market. This sector of the capital market has 
been under severe pressure for a number of 
years for several different reasons. Demands for 
funds have grown as state and local govern
ments face greater demands for services relative 
to their resources while the supply of funds, 
mostly from commercial banks and individuals 
in high tax brackets, has not kept pace. Thus, 
the growing volume of IDB’s has aggravated a 
serious supply-demand imbalance rather than 
caused it. However, the addition of more than 
$1 billion in ID B’s during each of the past two 
years helped keep interest rates high and prices 
of state and local bonds low. The effects were 
most marked in long-term, lower-rated issues.

Because interest income from ID B’s is not 
taxable, the large and growing amount of these 
bonds held by individuals and institutions 
represents a sizeable loss of income to the 
Treasury. One federal authority projected a loss 
of $200 million a year by 1970, and $1.5 billion 
a year by 1975 if ID B’s retained full tax exemp
tion. Furthermore, some opponents, and at least 
one strong supporter of ID B’s, feared that the 
amount of this revenue loss to the Federal Gov
ernment together with alleged abuses of IDB 
financing would jeopardize the tax-exempt status 
of all securities. ID B’s are also attacked as a tax 
loophole which helps the rich without providing 
offsetting public benefits. In reply, proponents 
argue that increased taxable corporate and per
sonal income brought by a new plant help 
make up for loss to the Treasury caused by the 
tax-exempt feature of ID B’s. Some even conjec
ture that federal money is saved through use of 
ID B’s because economic development of a re
gion makes federal assistance programs unneces
sary there.

Organized labor is opposed to ID B’s because 
of sudden mass unemployment caused in an 
area when a plant leaves (usually from the 
highly organized East) to relocate at an IDB- 
financed site in the less-unionized South. ID B’s 
also have been called a perversion of and a 
threat to private enterprise. For example, it is 
said that this kind of financing prompts uneco
nomic plant location; that it obligates the firm 
unnecessarily to the community; that competi
tion among firms in an area is threatened if one 
company has the advantage of industrial bond 
aid and others do not; that use of ID B’s smacks 
of Socialism; that ID B’s provoke plant piracy— 
a sort of “ beggar-thy-neighbor” policy among 
the states. Those who favor ID B’s reply that 
firms cannot be lured to a particular site by a 
financing gimmick alone; economic considera
tions must still play a major role in the site- 
location decisions.

Finally, some observers contend there are 
abuses of IDB financing. Some feel use of ID B’s 
in Northern industrial states is inappropriate. 
Others point to a growing list of large and suc
cessful firms which have benefited from ID B’s. 
For example, a recent decision by the Pennsyl
vania Supreme Court permitted IDB financing 
for plants to be used by Ralston Purina and 
Armco Steel. There have also been instances 
where large firms and large plant facilities placed 
a heavy tax burden on towns where they located 
because of new water and sewer facilities they 
required. Detractors also claim that companies 
buy many of their own ID B’s, thus turning tax- 
deductible interest payments into tax-free in
come as well. A survey of Fortune’s 500 largest 
firms in 1967 revealed only two examples of a 
firm holding ID B’s originally issued to finance 
its own facilities, but the nation’s top 500 in
clude only a small fraction of all firms leasing 
plants financed by ID B’s.

Perhaps the most important point made by
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those favoring development bond financing is 
the economic boost it can give to a community. 
A new plant results in higher employment, 
higher incomes and more business for merchants 
and service industries. Some enthusiastic sup
porters of ID B’s say the financing device encour
ages people to remain in rural areas and small 
towns instead of joining the exodus to urban 
centers and ghettos of the North.

YANK ON THE REINS

Early in 1968 the Federal Government started 
to crack down on ID B’s. The Securities and Ex
change Commission proposed a ruling which 
would require industrial development issues to 
be registered. This process would complicate 
each offering and make it more expensive. In the 
spring of 1968, the Treasury prepared to end 
tax exemption of ID B’s by administrative ruling. 
But Congress, particularly the Senate, saw this 
as a usurpation of legislative prerogative and 
hastily attached a rider to a bill, ending tax 
exemption of these issues by Congressional 
action. The amendment was eventually signed 
into law in June as part of the Revenue and 
Expenditure Control Act of 1968, the surcharge
spending act. A further change was made in 
October restoring tax-exemption for issues meet
ing certain tests.

As of now, interest income from industrial 
development bonds issued since December 31, 
1968 will be taxed, unless the IDB issue is less 
than $1 million, or unless the total of the IDB 
issue plus any capital expenditure by the benefit
ing firm in the municipality for three years 
before and after the issue is less than $5 million. 
ID B’s floated for certain purposes are also 
exempt: housing, sports facilities, convention 
facilities, transportation facilities, air or water 
pollution control, development of sites for in
dustrial parks.

ID B’s of over $300,000 are now subject to 
registration with the SEC, according to an Au
gust, 1968 ruling by the Commission. Also, the 
Internal Revenue Service recently decided that 
corporations will no longer be able to deduct all 
rental payments on IDB-financed facilities as a 
business expense. Now firms can deduct only an 
amount equal to interest payments they would 
have made had they borrowed in the corporate 
market to build the facility.

Faced with these grim conditions, many firms 
and municipalities rushed to market with IDB 
issues before the December 31st deadline. Now, 
however, the end of tax exemption has marked 
the end of large issues of ID B’s. What alterna
tives will cities find to lure industry? How 
will corporations react? Will this affect the 
capital markets and institutional and individual 
investors?

WHERE DO WE GO FROM HERE?

Some issues of industrial development bonds 
will still be marketed. Underwriters report that 
even as the new rules went into effect a few 
towns were preparing small offerings of ID B’s. 
However, in 1967, issues of $5 million or less 
accounted for only 13 per cent, or about $160 
million, of total volume of ID B’s. The new SEC 
registration requirements and capital spending 
limitations will also discourage prospective 
issues because towns and companies may find 
the benefits of marketing small issues of IDB’s 
are not worth the costs. The number of issues 
which will appear under the various exceptions 
is not known. Many feel that future ID B’s will 
be within the original purpose of boosting the 
economy of small towns, and that the danger of 
abuse will be diminished.

With the stampede of new IDB issues slowed 
to a crawl, the market for municipal bonds will 
feel much less pressure from this source. The 
absence of year-end bunching of offerings which
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has occurred for several years now will be a par
ticular relief. Also, the psychological impact that 
growing volume of ID B’s had on an already 
demoralized market will be removed. Neverthe
less, even a large cutback in industrial issues will 
not be able to arouse the market from its de
pression because increasing needs of communi
ties will continue to make heavy demands on 
the municipal market. Legislation and rulings 
prohibiting large ID B’s were more important in 
terms of what they prevented— that is, a further 
avalanche of these bonds— rather than effects 
which will actually be observed.

There will be increased demand for funds in 
the corporate bond market as firms banned from 
use of IDB’s seek alternative means to finance 
new plants. The severity of these extra pressures 
depends on the extent to which companies using 
IDB’s have been borrowing in the corporate 
market already, but there is no evidence avail
able on this point. In 1967, total issues of ID B’s 
equaled 6.25 per cent of corporate market vol
ume (up from .02 per cent ten years before). 
The impact of increased corporate demands, be
cause of curtailment of financing with industrial 
development bonds, is difficult to measure. The 
impact should not be staggering because the 
corporate market is a more robust one. But if 
capital spending by business is as high as now 
predicted, additional corporate issues could be an 
annoying problem for an overburdened market.

In the past the same types of investors who 
bought regular municipals have bought indus
trial development bonds: commercial banks, 
well-to-do individuals and insurance companies. 
Banks buy a somewhat smaller proportion of in
dustrial development bonds because they typically 
buy shorter-term bonds whereas only 20 to 30 per 
cent of most IDB issues is included in the 
shorter-term, serial portion of the bond. Most 
investors who formerly bought ID B’s probably 
will continue to buy municipals in order to

receive tax-free income. Relative attractiveness 
of outstanding industrial development bonds to 
investors depends on expectations: will inves
tors decide the new legislation and rulings are 
only the first phase of an attack on tax exemp
tion of all ID B’s or will they assume these 
actions assure continued tax exemption of in
terest on outstanding industrial revenue issues?

Smaller cities and counties may still find it 
beneficial to issue industrial bonds under limi
tations currently applied. Larger ones must find 
alternative ways to promote economic develop
ment of their regions. To a certain extent, along 
with all municipalities, they should profit from 
lower municipal rates for all general obligation 
and revenue bonds than would have existed had 
the glut of IDB’s been allowed to continue. For 
those actively seeking to attract industry, loop
holes in the law still allow IDB-paid-for indus
trial parks and transportation facilities. A recent 
issue of the New England Business Review2, Fed
eral Reserve Bank of Boston, suggests that state 
loan and loan guarantee programs, which already 
exist in a number of states, can be effective sup
plements to private lending for regional develop
ment.

The future of industrial development bonds 
has not been irrevocably determined; Congress 
may reconsider them. Partly because there never 
were committee hearings on the amendment 
which removed their tax exemption, some com
mentators feel more changes, or at least re- 
evaluations of past actions, are in store. 
Although the possibility is still remote, indus
trial development bonds may rise again. In the 
meantime, this device will return to its original 
role of luring smaller firms into small, possibly 
depressed, but aspiring communities.

2 Edwin C. Gooding, “The New Status of Industrial 
Aid Bonds—Implications for State and Local Financing 
Efforts,” New England Business Review (Federal Re
serve Bank of Boston), November, 1968.
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Corporate Treasurers 
and Their Depositories

by William F. Staats

Commercial bankers trying to win demand de
posits of large corporations have a difficult task. 
They face vigorous competition not only from 
other banks and institutions but also from finan
cial markets. While banks aggressively vie for 
their business, treasurers of major corporations 
increasingly are turning away from banks. The 
volume of commercial paper is soaring as firms 
secure funds through that medium— depriving 
banks of the opportunity to grant credit directly 
to corporations. And more sophisticated treas
urers are keeping deposits at rock bottom by 
investing idle funds in commercial paper, Treas
ury bills, certificates of deposit and municipal 
debt.1 So, banks are tending to miss out at both 
ends— they are losing lending opportunities as 
well as demand deposits to markets for other 
financial assets.

Nevertheless, corporate business still domi
nates the activities of many banks and corporate 
deposits still account for a huge chunk of total 
deposits, especially at bigger banks. Although 
the market for demand deposits of large corpora
tions is just one of several in which banks com
pete, it deserves particularly close and continuous 
analysis by bankers who participate in it. There
fore, we have checked with treasurers of the 
nation’s largest corporations to determine some 
of the characteristics and dimensions of this 
market.1 2

NATURE OF THE MARKET

The main struggle in the market for corporate 
demand deposits involves treasurers and bank-

1 Just over 20 per cent of the corporations in our survey 
owned municipal securities while nearly 30 per cent held 
U .S. Government securities. Roughly 14 per cent of the 
respondents invested in both federal and state and local 
debt.

2 A questionnaire was sent to the treasurers of corpora
tions included in Fortune’s listing of the 500 largest 
firms. Responses to some or all of the questions were 
received from about 64 per cent of the treasurers. Because 
only giant firms were included in the sample, information 
reported here may not apply to other corporations.
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ers. Treasurers want to shrink their demand 
deposits to the bare minimum while each banker 
tries to expand deposits at his institution. De
posits are especially important to bankers 
because they are the main input for loans which 
are the principal earning assets of banks.

A banker may gain demand deposits by con
vincing a treasurer that his bank is a convenient 
place to keep temporarily idle funds. But this 
approach is proving less successful because treas
urers are busy figuring out ways to minimize 
their idle funds. Rather than keeping funds in 
non-earning deposits, corporate officials are 
increasingly investing them in Treasury bills, 
tax-exempt municipal notes, and negotiable 
certificates of deposit. Each of these assets is 
highly liquid and each provides an explicit 
monetary return to the firm. So, bankers are 
finding that the pool of idle corporate balances 
is drying up— especially during periods of high 
interest rates.3

Bankers traditionally have required corpora
tions to hold balances on deposit in exchange 
for other services provided by banks. Deposits, 
then, become a kind of medium of exchange 
with which firms purchase services. For exam
ple, at least part of the price of a bank loan is 
expressed in terms of deposit balances. Invest
ment advice, payroll accounting, and numerous 
other services banks sell can or must be bought 
partly, if not entirely, with deposits. The barter 
system, long ago proven too cumbersome for 
efficient functioning of most markets, still hangs 
on in markets for bank services.

Despite the inefficiency of bartering, bankers 
cling to it for a couple of reasons. First, deposits

Bankers are able to secure some corporate funds by 
selling certificates of deposit to the firms. Of course, banks 
must pay interest on these deposits. At times like the 
present, however, market rates on Treasury bills and 
other short-term investments may exceed the maximum 
rate permitted on C.D.'s.

are crucially important to a bank as a source of 
loanable funds, and the practice of requiring 
compensating balances helps maintain a bank’s 
deposit base. Second, the practice also probably 
reflects a desire on the part of bankers to avoid 
explicit price competition in the market for 
deposits, thereby enabling them to compete on 
terms other than price. Of course, Regulation Q 
issued by the Board of Governors of the Federal 
Reserve System currently prohibits payment of 
interest on demand deposits and, consequently, 
provides a barrier to explicit price competition 
for such deposits. Prior to Regulation Q when 
banks did pay interest on demand deposits, they 
also required compensating balances for partial 
payment for other services.

NUMBER OF DEPOSITORIES

There is a lot of corporate business available for 
banks because most large corporations maintain 
deposits in a number of banks. Depositories fall 
into two categories— major ones where the bulk 
of the firm’s working balance is kept and minor 
ones used primarily for payroll disbursements 
and lock-box receipts.1 All respondents reported 
maintaining at least one major depository and 
four-fifths of them had one or more minor depos
itories. Well over half of the corporations had 
major depository relationships with 10 or more 
banks— and nearly 8 per cent had over 50 
major depositories.

Most corporations had more minor deposi
tories than major ones. Over 70 per cent of 
those firms having any minor depositories had 
10 or more. About one-third had over 50, and 
over 5 per cent kept deposits at more than 450 
banks.

1 Many corporations use two types of major deposi
tories. One type is called a concentration bank wherein 
receipts originally deposited in minor depositories are 
pooled. The other is a headquarters bank which provides 
a wide range of services to corporate customers.
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Ranked 1 Ranked 1 or 2 Ranked 1, 2 or 3
Number Per Cent Number Per Cent Number Per Cent

Financial condition 120 38 173 28 217 24
Location 63 20 130 21 186 20
Size 43 14 113 18 185 20
Availability of adequate credit 

accommodation 56 18 132 21 187 20
Management contacts 23 7 59 9 108 12
Other 7 2 13 2 24 3

Not all banks holding a corporation’s deposits 
get the opportunity to lend to the firm because 
corporations typically secure credit from fewer 
banks than they patronize with their deposits. 
Still, large firms tend to establish lines of credit 
at a number of banks. Nearly a third of the 
respondents reported borrowing or maintain
ing lines of credit at from 5 to 9 banks. Just 
under half of the firms had credit arrangements 
with 10 or more banks. And at the extreme, a 
few corporations borrowed or held lines of 
credit at more than 65 banks.

These data indicate that large firms spread 
their deposits about rather extensively and that 
their credit business is parceled out less widely. 
The large number of depositories stems prin
cipally from efforts of corporate treasurers to 
maximize available cash by streamlining sys
tems for gathering and disbursing funds. Treas
urers want to get their hands on customers’ 
checks as quickly as possible. So, rather than 
waiting for the mail service to deliver a check 
from a customer in, say, Little Rock, to a head
quarters bank in Philadelphia, a firm may direct 
the customer to remit to a depository bank in 
Memphis. As soon as the money gets to the 
Memphis bank, the firm can speed the funds 
to a disbursing bank in some nearby state where 
the firm may have a plant or where suppliers 
may be located. The net result of such a system 
is efficient use of funds so that the minimum 
amount need be maintained. Lofty interest rates 
prevailing during the past few years have pro
vided added incentive for corporations to use 
funds more efficiently.

WHAT TREASURERS LOOK FOR

Basically, corporate treasurers look at several 
factors— independently as well as collectively— 
in selecting a commercial bank. As shown in the 
table, there was not much agreement among 
respondents as to which of the factors was most 
important. However, when first, second, and 
third rankings for each factor were grouped 
together, four selection factors came out about 
the same (as shown in the far right column of 
the table).

Financial Condition. The financial condition of 
a bank is of first importance to more treasurers 
than is any other selection factor.5 6 Much of the 
attention given to a bank’s financial condition 
centered upon its capital position. More than 
nine out of ten treasurers expressed considerable 
concern over the adequacy of their depositories’ 
capital and many treasurers have gone to great 
lengths to assess the adequacy of banks’ capital.5 
But this concern over financial condition in 
general and capital adequacy in particular was 
prompted more by concern for the size of credit 
accommodation available than for safety of the 
corporation’s deposits.

Financial officials at a number of major cor
porations believe that they need not worry about 
the safety of their deposits since the bulk of

5 This finding is consistent with that of a similar 
study made a dozen years ago. See George Hanc, "How 
Corporate Treasurers Select Their Depositories,” Bank
ing, (March, 1957).

6 See William F. Staats, “Corporate Treasurers View 
Bank Capital,” Banking, (June, 1966) for a discussion 
of some of the means and standards used by treasurers 
in appraising capital adequacy of banks.
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them is in the larger banks. Presumably, the 
view is that large banks cannot fail or, indeed, 
would not be allowed to fail by supervisory 
agencies charged with maintaining the viability 
of our banking system. Moreover, in the case 
of many major depositories, corporations fre
quently owe the banks more than the banks 
owe them. Consequently, as net borrowers, firms 
may feel they have little to lose should their 
banks become financially embarrassed.7 In the 
case of minor depositories, the relatively small 
size of deposits at any of these banks may reduce 
the need for great concern over safety of these 
deposits.

Credit availability is tied to a bank’s financial 
condition in several ways. For example, national 
banks as well as many state banks cannot lend 
to any one borrower an amount greater than 
10 per cent of their capital stock and surplus. So, 
the bigger a bank’s capital, the more a corporate 
treasurer can probably borrow there.

Most treasurers also pay attention to other 
facets of a bank’s financial condition— particu
larly the volume of loans already on its books. 
If a bank has loaned out about as much money 
as it may prudently lend, there may be little 
chance of the firm negotiating credit. This con
sideration probably has assumed greater impor
tance in treasurers’ eyes following the credit 
crunch of 1966 when firms were clamoring for 
more loans and larger lines of credit than banks 
could grant.

To keep tabs on banks’ financial conditions, 
about 40 per cent of the treasurers used ratio- 
analysis techniques. Favorite financial ratios

7 Perhaps these firms may be more exposed to loss than 
they think should the bank fail. The law usually does not 
provide the “right of offset.” Consequently, a customer of 
a failed bank cannot deduct the amount of his deposit 
from the amount he owes. Receivers or trustees charged 
with wrapping up the bank’s affairs can move to force 
payment of the loan balances.

were loans to deposits, capital to loans, loans to 
assets, and capital to total deposits.

Location. For one-fifth of the respondents, 
the most important factor in choosing a deposi
tory was its location. Major depositories of the 
largest corporations usually are located near the 
firm’s principal base of operations, in the na
tion’s leading financial centers or, in the case of 
concentration depositories, in principal cities 
across the land. This means that banks outside 
of those places have to look primarily to locally 
based firms for corporate deposits.

Minor depositories used mainly for payroll 
accounts nearly always are located close to the 
facility which they serve. Lock-box depositories 
are selected mostly on a geographical basis in 
areas where corporate depositors have concen
trations of customers. Because banks serving as 
minor depositories need not be particularly 
large, there are many banks competing in this 
sub-market. And the competition tends to be 
intense. There are indications, however, that 
once a bank has been selected as a minor de
pository, chances are good it will keep the 
account because large firms tend not to switch 
banks very much. Of course, they may add 
additional banks to their network of deposi
tories but they rarely drop any.

Size. Fourteen per cent of the treasurers said 
that size was the most important selection fac
tor as far as they were concerned. Financial 
officials leaned toward larger banks in choosing 
depositories.

Larger banks, on balance, are able to offer a 
wider range of services required by treasurers. 
Specific services mentioned by respondents in
cluded investment advice, use of international 
facilities and contacts, and handling of pension 
funds. Moreover, treasurers reported that their 
depository relations with larger banks tend to 
insure availability of an adequate volume of 
credit.
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Some financial officials of major corporations 
equate size with safety— the larger the bank, the 
less likely it will become insolvent. The reasoning 
apparently is that assets of huge banks are more 
widely diversified than those of smaller institu
tions. Also, some treasurers believe that the 
costs of failure of a giant bank is so great that 
supervisory agencies would not permit one to fail.

Credit Accommodations. Nearly a fifth of the 
respondents stated that availability of adequate 
credit accommodations was their principal cri
terion in selecting depositories for corporate 
funds.8 The importance of bank credit to efficient 
operations of business firms is well understood 
and nobody understands it better than treasurers 
of giant corporations. Therefore, in choosing a 
depository, treasurers often reward those banks 
which promise and deliver credit when it’s 
needed by the business.

Of course, most banks, both large and small, 
still follow the old custom of requiring borrow
ers to keep a deposit balance as partial compen
sation to the bank for granting a loan. This 
compensating balance, as it is called, usually 
equals 20 per cent or so of the amount of the 
loan. Compensating balances increase the effec
tive interest rate on loans because borrowers do 
not get to use all the money they borrow— yet 
they pay interest on the full amount. Just how 
much more costly compensating balances make 
a loan depends upon the average size of the 
borrower’s usual working balance and the dis
tribution of that balance among depositories. 
It is not surprising that many corporate officials 
who are able prefer to borrow in the commer
cial paper market, usually at lower interest costs. 
However, ability to raise funds in the commer

8 The actual proportion of treasurers placing primary 
emphasis on availability of credit probably far exceeds 
the 20 per cent figure. As indicated earlier, some of the 
concern over size and financial condition boiled down to 
concern over credit availability.

cial paper market partly depends on the firm’s 
credit lines available at its bank. And banks 
granting lines of credit frequently impose com
pensating balance requirements.

Management Contacts. Only 7 per cent of 
the treasurers said that personal contact be
tween officials of the bank and the firm was 
the most important factor in selecting a deposi
tory. To some extent, of course, management 
contact is involved every time a depository is 
selected because bank management carries out 
the personal marketing effort. But only seven 
out of every hundred corporate treasurers be
lieved management contacts were even more 
important than a bank’s financial condition or 
its location. Some of these contacts may stem 
from interlocking directorates, mutual invest
ments or just old friendships.

SUMMARY

Although sophisticated cash management tech
niques have reduced the total volume of tem
porarily idle funds for the typical giant corpora
tion, at the same time they have increased the 
number of depositories the firm is likely to have. 
Because of the dearth of price competition in the 
market, the bulk of a firm’s deposits goes to 
banks which are able to promote themselves 
on the basis of nonprice factors which the cor
porate treasurer looks at in selecting a deposi
tory. The most important of these factors were 
financial condition, location, size of bank 
( largely a proxy for variety of services available) 
and credit availability. Should federal regula
tions ever permit payment of explicit interest 
on demand deposits, bankers may have to aban
don the barter system in which deposit balances 
are maintained in exchange for services per
formed by banks. A dollar price for each bank 
product would lead to more efficient markets 
for those products.
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Businesses/ 
Households, and 

Their Banks

by Robert D. Bowers

Bankers are keenly interested in the preferences 
and behavior patterns of their customers. The 
wants of businessmen as well as of households 
and bankers’ response to these wants determine 
the nature of banking markets. Two surveys 
undertaken by the staff of this Bank shed some 
light on the characteristics of banking markets 
in the central portion of Bucks County centered 
on Doyles town.1

BUSINESSES AND THEIR BANKS1 2

The business population of central Bucks 
County consisted mostly of small firms. Approxi
mately 80 per cent of the firms had 25 or fewer 
employees and about nine out of ten had a 
net worth under $75,000. Moreover, the omis
sion from the sample of all branch firms with 
headquarters outside central Bucks County re
moved the influence of some larger firms from 
the survey results.3

Most Firms Banked Locally. Business firms in 
central Bucks County had chosen as their 
primary banks those with an office, either the 
main office or a branch, nearby. Roughly two- 
thirds of the firms selected as their main bank 
one with its home office in Bucks County. Gener
ally, the remainder used as primary banks ones 
having home offices outside the county, but with 
branch offices within the central Bucks County 
area.

1 The staffs of the Board of Governors of the Federal 
Reserve System and the Federal Reserve Bank of Phila
delphia cooperated in the research design of both surveys. 
A market research firm, Behavior Systems, Inc., of Phila
delphia, was retained as a consultant in the business firm 
survey and to conduct the household survey.

2 Information on the business-bank relationship was 
secured through personal interviews with firms in central 
Bucks County. The firms constituted a stratified random 
sample which was selected from a total business popula
tion of 687 firms, drawn from the Dun & Bradstreet list
ing of September 1, 1967. Of these, 179 were originally 
designated for sampling. Interviews were successfully 
completed in 147 cases. The interviewing was done in 
December, 1967 and January, 1968.

3 This exclusion was based on the assumption that the 
home office, rather than the branch, normally makes 
decisions pertaining to selection and use of commercial 
banks and services.
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ABOUT THE AREA

The area covered by the two surveys is shown as the shaded portion on the map. Located within 
the Philadelphia Standard Metropolitan Area, Bucks County has undergone marked changes 
since 1950. Its industrial, commercial and residential expansion was accompanied by a more- 
than-doubling of its population during the 1950-60 decade. The most dramatic changes in its 
economic make-up took place in the lower portion of the county where the United States Steel 
Corporation built its integrated steel mill in Morrisville. In the 1960’s, the expansion of economic 
activity carried into the county’s central portion with the result that the area’s pastoral and 
small-town setting began a transformation that most observers expect to continue to 1980 and 
beyond.

15
Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



MARCH 1969

For those firms with more than one banking 
connection, the same marked preference for local 
banks was in evidence. In fact, more than 60 per 
cent of the firms in this group designated one 
or the other of the two Doylestown banks as 
their secondary bank.

While it is not known what factors moti
vated the firms in their initial selection of a 
primary bank, it appears that physical conve
nience was important. Approximately three- 
quarters of the businesses generally did their 
banking at an office that was within five miles and 
normally reached within ten minutes. Only 10 
per cent of the businesses used a banking office 
that required 20 minutes or more travel time 
from the place of business.

Most Firms Used One Bank. Approximately 
70 per cent of the business firms in central 
Bucks County used a single commercial bank for 
all of their banking needs. By contrast, 24 per 
cent of the firms used two banks and 6 per cent 
used three or more. Larger firms— those with 
an estimated net worth of $75,000 or more— 
showed, as expected, a higher incidence of 
multiple-bank usage than the smaller firms. 
Forty-two per cent of these firms used two or 
more banks. Apparently, most of the area’s 
business firms, being small, have not seen any 
reason to seek more than one banking connection.

In central Bucks County, the typical bank- 
business relationship is one of long standing. 
About three-fourths of the firms have dealt with 
the primary bank for at least five years, about 
one-half for ten years or more, and approxi
mately a third for 20 years or more. Of course, 
since new firms would cause these results to be 
understated, the clear implication is that busi
ness firms change banks only infrequently.

Banks in recent years have placed more em
phasis upon direct solicitation as a source of new 
business. In the central Bucks County area, one- 
third of the firms had been contacted by at least 
one bank. Given the large number of small

firms in the area, it might be expected that mar
keting efforts of banks would have focused on the 
larger firms almost exclusively. But this was not 
the case. Only 41 per cent of the larger firms ( net 
worth of $75,000 or more) had been called 
upon by bankers seeking new customers. How
ever, a few of these firms had been contacted, 
on several occasions, by three or more of the 
large Philadelphia banks.

Business firms in central Bucks County were 
generally well satisfied with the quantity and 
quality of services that they received from their 
banks. More than 88 per cent of the firms rated 
the quality of their banks’ services as being good 
or excellent. By contrast, less than 4 per cent 
considered the service of their banks poor. 
Moreover, only 7 per cent of the firms expressed 
a desire for additional banking services that 
were not being offered by the area’s banks.

Use of Bank Services. Most of the firms in 
central Bucks County used two banking ser
vices: checking accounts and loans. Virtually all 
firms had one or more checking accounts with 
their primary bank, and about three-quarters 
had borrowed from it. The next most frequently 
used banking service, the safe deposit box, was 
used by less than one-third of the business firms. 
Use of bank services is shown in Table 1.

Table 1 
Services of Primary Bank Used

Service
Per Cent of Firms 

Using Service
Checking account 98.0
Bank credit (business loans) 78.1
Safe deposit box 31.1
Time deposits or C.D.’s 16.2
Business advice 13.6
Trust services 8.8
International banking services 2.0
Other 6.6

About three-fourths of the central Bucks 
County firms borrowed from their primary bank. 
Of these, roughly 70 per cent had a loan out
standing at the time of the survey. For most, the 
level of their last borrowing was comparatively
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modest, reflecting in large measure the small size 
of the area’s firms. As shown in Table 2, the last 
loan was under $5,000 for about 39 per cent of 
the business firms. For 86 per cent, it was under 
$25,000.

Table 2
Size of Last Loan at Primary Bank

Bank Size
Per Cent 
of Firms

Less than $5,000 38.5
$ 5,000 to $ 9,999 24.4
$ 10,000 to $ 24,999 22.7
$ 25,000 to $ 49,999 8.3
$ 50,000 to $ 99,999 2.6
$100,000 to $149,999 1.1
$150,000 to $249,999 0.9
$250,000 or more 1.4

'B ecause  of rounding, per cents
99.9*

do not add to 100.

A similar pattern existed for those firms deal
ing with more than one commercial bank. Of 
these, approximately four out of ten borrowed 
from their secondary bank and the majority had 
a loan outstanding at the time of the survey. 
Here, too, the general pattern of loan size was 
comparatively modest— about three-fourths of 
the firms indicated their last loan was under 
$25,000, with more than half under $5,000.

Most central Bucks County firms did not seek 
out alternative suppliers of bank credit— that is, 
they did not “ shop” for loans. Nine out of ten 
of the borrowers had not discussed their credit 
needs with other banks. Of those who had bor
rowed from their secondary bank, the results 
were not substantially different. Of this group 
only 15 percent had discussed their credit needs 
with at least one other supplier. Failure to in
vestigate alternative sources of credit may stem 
from the close, long-standing relationship be
tween firms and their banks.

Use of Nonbank Financial Institutions. Roughly 
16 per cent of central Bucks County firms have 
had dealings with nonbank financial institutions. 
Firms named savings and loan associations, fi
nance companies and insurance companies, in 
that order of frequency. Savings and loan asso

ciations and insurance companies were used 
most often for mortgages; finance companies 
generally were used to discount business loan 
paper.

HOUSEHOLDS AND THEIR BANKS4
Banking Services Used. On average, 19 out 

of every 20 households in central Bucks County 
used one or more commercial banking service. 
As expected, checking accounts were most 
widely used— 88 per cent of the households 
used one or more. This is substantially above 
the national average. The Survey Research 
Center at the University of Michigan estimates 
that 68 per cent of the households in the United 
States had one or more checking accounts in 
1967. One factor explaining the higher inci
dence of checking account usage in central Bucks 
County is that average family income is well 
above the national median.

Approximately 79 per cent of the households 
had at least one savings or share account. One- 
third of them were with non-bank financial 
institutions, primarily savings and loan associa
tions and mutual savings banks, and two-thirds 
were in the form of savings deposits with 
commercial banks.

Some of the 12 per cent of the households 
which did not have checking accounts did use 
other services offered by banks. Nearly 8 per 
cent of the area householders, while they had 
no checking account, had a savings account at a 
bank. The banking services used by the non
checking segment of the area’s population are 
shown in Table 3.

Roughly half of the respondents indicated that

1 The household survey is based on completed tele
phone interviews with 1,452 householders drawn from 
central Bucks County. The population from which the 
sample was drawn consisted of all listed residential tele
phone numbers in the published telephone directory as 
of April, 1967, and those householders which had new 
or changed numbers between that time and December, 
1967. In all, 3,759 telephone numbers were called. Of 
these, 13.8 per cent were ineligible, 17.6 per cent yielded 
a busy signal in three attempts, and 29.6 per cent refused 
to be interviewed.
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Table 3
Selected Banking Services Used by Central Bucks 

County Households that Did Not Have 
Checking Accounts

Percentages Based on All 
Service Households in the Population

Savings account 7.6
Safe deposit box 2.3
Auto loan 2.0
Home mortgage 1.8
Personal loan 1.0
Savings certificates .6
Home improvement loan .2

they had not made use of services of financial 
institutions other than checking and savings de
posits within the past three years. About 25 per 
cent of the households had received auto loans 
and mortgage loans during that period. Approxi
mately three-fourths of those borrowing had 
obtained an auto loan from a bank, and the 
remaining one-fourth from finance companies 
and credit unions. By contrast, only 29 per cent 
obtained mortgage funds from a commercial 
bank with the majority having borrowed from 
either savings and loan associations or mutual 
savings banks.

About one-third of the respondents indicated 
they had rented a safe deposit box. In nine out 
of ten cases, they got this service from a com
mercial bank.

Factors in Bank Selection. Convenience to the 
home emerged as the single most important 
reason for selection of a particular bank as a 
depository for the main household checking 
account. Almost one-half of the respondents 
cited this reason, as shown in Table 4. By con
trast, only about 10 per cent of the households 
considered convenience to work as a deciding 
factor. The strength of the convenience-to-home 
motive is surprisingly strong inasmuch as there 
is substantial commuting to work to other parts 
of the Delaware Valley.

IMPLICATIONS OF THE FINDINGS
Because characteristics such as population, in
dustrial mix, and personal incomes vary among

Table 4
Reasons for Selecting Bank for the
Main Household Checking Account

Reason Per Cent*

Convenient to home 47
Convenient to work 11
Nice, friendly, like it 10
Family has always used it 
Location was originally convenient,

6

kept it after moving 4
Convenient to shopping 4
Recommended by friend, relative 4
Have mortgage, loan, etc., there 2
Only one there (at time), no choice 2
Other 19
•The sum  exceeds 100 per cent inasm uch as some re
spondents mentioned more than one reason.

geographical areas, information about banking 
markets in one area may not hold true for those 
in another region. But studies of markets in six 
areas have been completed and they do give rise 
to some general, if tentative, observations about 
the nature of banking markets.5 * * * 9

Localized Demand for Banking Services. All of 
the studies confirm the prevailing belief that, for 
the majority of business and household cus
tomers, the demand for the services of commer
cial banks tends to be highly localized. Larger 
corporations usually take a broader regional or 
national view when considering banking con
nections, but evidence suggests this is not the 
case for smaller businesses and households. The 
small firm or family with primary banking con

5 George G. Kaufman, Customers View Bank Markets 
and Services: A Survey of Elkhart, Indiana (Chicago: 
Federal Reserve Bank of Chicago, 1967).

George G. Kaufman, Business Firms and Households 
View Commercial Banks: A Survey of Appleton, Wis
consin CChicago: Federal Reserve Bank of Chicago, 
1967).

Lynn A. Stiles, Businesses View Banking Services: A 
Survey of Cedar Rapids, Iowa (Chicago: Federal Re
serve Bank of Chicago, 1967).

Clifton R. Luttrell and William E. Pettigrew, “ Bank
ing Markets for Business Firms in the St. Louis Area,” 
Federal Reserve Bank of St. Louis Review, Vol. 48, No.
9 (September, 1966), pp. 9-12.

Nathaniel Greenspun, “Measuring Customer Satis
faction with Bank Services,” Bank Structure and Com
petition, A Summary of Discussion and Selected Papers 
Presented at a Conference at the Federal Reserve Bank 
of Chicago, March 16-17, 1967 (Chicago: Federal Re
serve Bank of Chicago, 1967), pp. 19-20. This study 
covered the Racine, Wisconsin, area.
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nections beyond the local area stand as distinct 
exceptions.

High incidence of usage of local banks uncov
ered in the central Bucks County surveys has 
also been found elsewhere. In Appleton, Wis
consin, for example, more than 90 per cent of 
the business firms used local banks while only 3 
per cent had their primary banks in Chicago or 
Milwaukee. Virtually all business firms in Elk
hart, Indiana, considered a local bank as their 
primary bank, while in only two out of 141 
cases in Cedar Rapids, Iowa, was the principal 
bank located outside the area ( Linn County, the 
Cedar Rapids SMS A ). The same pattern of local 
bank usage by households emerged in each case 
that was studied. Even in the case of household
ers in Elkhart using bank-by-mail facilities, three- 
fifths used local banks and another one-fifth 
used nearby banks.

The Role of Convenience. The frequency with 
which householders in central Bucks County 
cited convenience in the selection of the pri
mary bank has been noted. Perhaps surpris
ingly, the original bank choice of a large num
ber of business firms is explained on the same 
grounds. Other surveys revealed similar, al
though not identical, findings. Convenience and 
personal preference were the reasons most often 
given by business firms in Cedar Rapids. In 
Appleton, convenience ranked second only to 
quality of services as a motive for the selection 
of a primary bank. The same general pattern 
emerged in Elkhart.

An implication of these findings is that for a 
large number of households, and a lesser but 
significant number of small business firms, bank
ing output might initially be viewed as a “ con
venience good.” Such a good, or in this instance, 
service, is one in which the buyer thinks it is 
not worth his time or trouble to investigate 
alternative sources of supply. If this is correct, 
it implies that some households and business

firms approach the bank-selection decision with 
the belief that “ banks are all alike” and the 
likely result is that customers chose the bank 
most conveniently located.

The Bank-Business Relationship. Finally, the 
empirical investigations of banking markets 
serve as factual reminders that, once established, 
the relationship of a business firm with its bank 
tends to be long-standing. The typical business 
firm does not take its banking connections 
lightly. Firms rarely shop for loans, attempting 
to play one bank against another in search of 
better price or terms. Bank switching is not 
common. For example, large firms in St. Louis, 
on average, had been customers of their primary 
banks for over a quarter of a century and 18 per 
cent reported a relationship with their primary 
bank spanning more than 50 years.

The evidence further suggests that when a 
firm severs a banking connection, it is likely 
to be in response to what it considers to be a 
serious breach of a past relationship. Thus, a 
loan denial, curt or cavalier treatment by bank 
employees, or the like, rather than simply the 
firm’s ability to obtain a “ better deal” else
where are likely to lead to changes in banking 
connections.

In conclusion, these studies reflect patterns 
of bank usage in only six of the literally thou
sands of banking markets and submarkets in the 
nation. And, the studies of business firms tend 
to minimize the preferences of large corporate 
customers whose dealings with banks may be 
quite unlike those of the typical small firm. 
Thus, the reader is cautioned against making 
undue generalizations regarding all banking 
markets. Nonetheless, the analysis presented 
does serve to reveal some interesting common 
patterns of behavior in specific banking markets 
and suggests that such patterns may, in fact, 
exist in markets with the same general charac
teristics.
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FOR THE R EC O R D .. .
INDEX

S U M M A R Y

Third Federal 
Reserve District United States

Per cent change Per cent change

Jan. 1969 
from

Jan. 1969 
from

mo.
ago

year
ago

mo.
ago

year
ago

MANUFACTURING

Production .............. 0 +  5
Electric power consumed -  2 +  4
Man-hours, total* .... -  1 0

Employment, total .... 0 0
Wage income* ......... -  1 +  7

CONSTRUCTION** .... -  2 +  33 +  5 +  28
COAL PRODUCTION .... -  2 +  2 -  3 +  4

BANKING

(All member banks)
Deposits ................. -  6 +  7 -  6 +  7
Loans .................... -  3 +  11 -  2 +  12
Investments ............ -  1 +  6 -  2 +  7
U.S. Govt, securities . -  1 -  3 -  4 0
Other ................... 0 +  15 -  1 +  13

Check payments*** ... +  6t +  22 f 0 +  19

PRICES

Wholesale................ +  1 +  3
Consumer ................ 0 * +  5 * 0 +  5

Manufacturing Banking

Employ
ment Payrolls

Check
Payments**

Total
Deposits* * *

LO C A L
C H A N G E S

Standard
Metropolitan

Per cent 
change 

Jan. 1969 
from

Per cent 
change 

Jan. 1969 
from

Per cent 
change 

Jan. 1969 
from

Per cent 
change 

Jan. 1969 
from

Statistical
Areas* mo.

ago
year
ago

mo.
ago

year
ago

mo.
ago

year
ago

mo.
ago

year
ago

Wilmington .. 0 +  i -  4 +  13 +  10 +  27 -  7 +  4

Atlantic City . — — — — +  10 +  18 -  5 +  9

Trenton ...... 0 0 -  2 +  8 -1 5 +  14 +  1 +  10

Altoona ...... +  1 +  3 +  5 +  18 +  7 +  19 -  2 +  11

Harrisburg ... 0 -  2 -  1 +  2 +  6 +  15 -  4 +  12

Johnstown +  2 -  2 +  5 -  2 +  4 +  10 -  1 +  10

Lancaster ... -  1 +  1 -  2 +  7 0 +  4 -  1 +  11

Lehigh Valley -  1 0 0 +  8 +  5 +  13 -  2 +  10

Philadelphia . 0 -  1 -  1 +  5 +  7 +  22 -  9 +  5

Reading...... 0 +  4 +  1 +  16 +  10 +44 +  2 -1 0

Scranton .... +  1 +  1 +  2 +  6 +  8 +  15 -  3 +  9

Wilkes-Barre . 0 +  3 +  2 +  11 +  11 +  7 -  1 +  9

York ......... -  2 +  2 -  2 +  10 -  7 0 -  4 +  7

‘ Production workers only 
“ Value of contracts 

‘ “ Adjusted for seasonal variation

‘ Not restricted to corporate limits of cities but covers areas of one or 
1 15 SMSA 's more counties.
^Philadelphia “ All commercial banks. Adjusted for seasonal variation.

•“ Member banks only. Last Wednesday of the month.
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