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VOLUNTARY ACTION TO HELP CURB

Since tre dart of the Korean var, saweral
new messures have been introduosd and
edstirg measures used more intasively far
the purpose of curbing inflaticery pressures
which reault in part from ecessive aadit ex-
pasian. One of the new meesures, the Vol -
untary Oredit Restraint Program, provices
on a natiowide lesis a means whereby dl
major groups of lending institutias can par—
tiaEte inan oa-all effat to help dheck in-
fltio. The cogerative effats of mrta-
pats in this Program o artail tre use of
adlit for geeaulative purposes and o divert
fuds fron mressytial © essdal ess
have been very helpful in limiting oa=all
aedit eqasion while at tre same tine &
suring adequate funds for tre deferse effat

The Volutary Credit Restraint Program
was esteblided as a supplement o, rather
than as a abstatute far, gareral addit re-
straint nessures. It B \ery difficit © ap-
praice the oaall aedit needs of the econ-
omy or to sy whether the granting of a
partiaular lcen may have udesirable nfla-
ticay rgerassias. By screening regLests
for dot and long-term finacing on te
kesis of broad aftaia for esataal and non-
essntal usss, honever, leding rstitubios
can help 1o restrain oar-all agdit eqansion
and asaure ttet aaillable fuds are enployed
for esstial purposss.

The effectivaess of any measure of pub-
licpolicy depends 1o a great edtat on a full
uderstanding of its limitatias as vwell &
i gaoilities. To egsct te \oluttary
Credit Restraint Program t do more then
it scgoeble of doing would be as damaging
o isaaesaswould isown failue toem-
ploy fully tre means at s diqosl.  Sinee
the Program B dependentt on the sygport
which it gets from leding difias, poblic

INFLATION

dificels, businessmen, and the gereral pub-
I, a brief statarent of is dgjectives and
methods of goeration may be wseful.

N eed for Credit Restraint

It became goparent soon after the aut-
bresk of war in Korea thet comprehensive
measures woulld have to be adopted for the
purpose of restrainirg inflabio.  Soeaulative
and scare buying by individels and busi-
resses in antiicipation of defase needs and
possible wartime dortages brought about a
rgpid advance In pricss during the summer
of 1989. Much of this buying was firenced,
from eitter doice or recesity, with bor—
roned fuds, and tre resuling epansion
of the money suyply helped to austain and
multiply inflabicery presares.

The Defense Production Act of 198,
which became effetive Septerber 8, au-
thorized the establisnent of sslective regu-
latios to restrain consumer instalment agdit
and some forms of real estate mortgage
aadit. While consurer instalment aedit
regulation had an almost inmediate effect in
thet ae, the inpect of the real estate mort-
gege addit regulation was aosicersbly de-
laed, lately because of loen comirtments
made priorto the effective cate of regulation.

The Act did rot, honever, auttorize, ex-
ogpt on a wintary tesis, the regulation of
such other inportant aedit aress as hsiness
and State and laal govermment borrowing
or converttioral mortgage lending on edst
ing pgerties. During the ksthalf of 199,
adlit in these arees continued to expand in
regoonse 0 demand.  Business borrowing
Tron camercial banks roe 5 billion dol-
s, as shown in the e, whille both State
and loal govermment and corporate new
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VOLUNTARY ACTION TO HELP CURB INFLATION

long-term firencing remained at fairly high
kbds

Increases in Selected Types of Credit, 1950-51

[In billions of dollars)

Security issues

Real
Period siz\ne-r en:f)ar[f loans of
erio | age commer-  Corpo-  State and
oans I?)agns cial banks rate new local gov-
capital ernment
1950—1st Q.. -0.5 1.8 0.0 1.1 1.2
2nd Q. . 1.3 29 -0.1 1.6 0.9
1.7 3.0 2.5 0.9 0.8
4th Q. . 0.8 3.1 2.5 1.3 0.7
1951— 1st Q. . -0.7 2.5 1.8 1.6 0.6
2nd Q.. -0.1 2.9 -0.1 2.2 1.0
3rd Q. . 0.1 2.3 1.0 1.4 0.8

Source.— Federal Reserve Board, Home Loan Bank Board,

Department of Commerce, Securities and Exchange Commission,
and Bond Buyer.

Note.— Data on consumer and real estate mortgage credit and
commercial bank business loans represent net changes in outstand-
ing amounts; those on corporate new capital and State and local
government security issues are gross amounts of new issues with
no account taken of retirements or redemptions.

It was eqectad thet materials allcatios
and dortages, huilding restrictios, and -
lctive restraint of real estate mortgage
agdit would in time recessitate sone over-
dl aurtailnent of inestment eqaditures,
including busiress inverttory  acoumulation
and plant and equipment eqenditures, State
and residntial arstnction.  Nevertreless,
the autlook for 1961 was for a abstantal
volume of investment, some essntial o tre
defen=e effort but some mresssdal and de-
fardble. A toal volume of investment as
late s thet anticipated for 1961 was bound
o intgsify inflaticary pesures, egecially
if firenced through borrowing which re-
suhted in addittias © the money syply, and
even to some extent i finanosd from pestor
anent savings.  The problem, tarefoe,
was one of diverting ldor and naterials
from noressmdal usss 1o defense produc-
tin and the equansion of kesic idstrial
xecity, enploying whatever measures were
aaileble and could be usad effactively O
acoonplish this diversion.

Sinee a sstantial part of the Investrent
contenplated by irdividals, bsiresses, and
State and loal goverments would be fi-
nanced with funds dotained from barks,
iurance aonpenies, and other firarcing
irstitutias, the restricion of such firec-
2
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ing cauld aid in the diversion of labor and
materials to esetial progjects.  The Defense
Production Act of 1980, in Section 708, au-
thorized firercing irstitutios o atter o
voluntary agreements and programs 1o re-
strainadadit insuch manner eswould furtter
the dgectives of tte Act. \olutary re-
straint of this type would require tre active
oogoeration of aypliers of short=term work-
ing pital as vell as log-term inestment
fus.

Institutical inestars, including life and
progerty insurance conpenies, comercial
and mutual savirgs berks, and savings and
loen assciatio s, are at presant the principal
sauraes of long-term investment funds, whille
camercial banks have long been major
surees of dort-term busiress aadit.  Dur-
ing the postwar period 19%6-5), additias t©
the investment portfolics of thee stit-
tias accounted for 83 per aat of the In-
aeee In ral estate mortgage diot, and for
77 per cant of the inoreese In long-term cor—
porate and State and ol government debt.

INSTITUTIONAL HOLDINGS OF DEBT, DECEMBER 1950

REAL ESTATE
MORTGAGE

CORPORATE
LONG TERM

STATE ANO
IOCAI GOVERNMENT

FEDERAL
GOVERNMENT

0 50 100 150

Billions Of Dollori

Note.— Figures on total outstanding debt: Department of
Commerce estimates. Figures on institutional holdings: life in-
surance companies— Institute of Life Insurance; property in-
surance companies— The Spectator Insurance Year Book; mu-
tual savings banks— National Association of Mutual Savings
Banks; commercial banks— Federal Reserve System; savings
and loan associations— Home Loan Bank Board.

Total long-term corporate debt, defined as debt having an
original maturity of one year or more from date of issue, ex-
cludes intercorporate borrowing. Federal and State and local
government debt includes both short- and long-term but excludes
portion held by agencies and trust and sinking funds.

At tre end of 199), as shown in the dart,
they held three-foutts of dl real estale
mortgage cdot, over half of dl State and
loal and long-term corporate daot, and oer
two-fifths of Federal dabot autstanding.

If the investment and lending activities of

200 250
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these firercing argenizatios could be di-
rected, through a program of \olutary
adglit restrart, tovard te restricion of
gealative usss of aaditand the diversion of
fuds fron mressmtdal o essal pur-
posss, there was a real possihillity thet such
acticmwould help to check inflaticery pres-
ares and fdlitae te diversion of ldor
and materials to essntal s,

In accordance with the provisias of tre
Defense Production Act of 1950 and related
eeqtive ater, and upon invitatian of the
Board of Govermors of tre Federal Resene
Systam, rgresantatives of comerciial berks,
lie insurace aompanies, and  investmeant
bankers undertook to st up such a program.
Folloving a saies of coferences that began
inthe fall of 1960 ttere emerged, on March 9,
1961, a program of voluitary aedit restraint.
With tre gooroval of the Attomey Gareral,
a ktter was st by the Board 1o dll prinate
finarcing irstitutias in the United SEies,
reguesting thelir cogoeration in acoonplish-
ing tre dojectives of the Program.

Adequate safeguarts were establided by
the Defense Production Act to assure ttet
there would be no infringarent of ant-
st saluss. A rgpesaitative of the Fed-
aal Resernve System B presait o reoresent
tre puolic interest in practically dll regiaal
or ratiael meetings of those taking part in
the Voluntary Oredit Restraint Program.
Moreover, the Program by its very rature
ecluks one of the primary inEthves ©
aollsive action by clllirg; for the limitatian
of leding adtivity and hence of lekrs’
frofits.

In axtrast © gereral measures which in-
fluene the oa=all sypply of aedlit, and s=-
lective restrantswhich influene the demand
for geEafic types of adlit through regula-
o of leen terms and aoditias, the Vol-
untary Oredit Restraint Program ssds o
direct tre flov of aadit away from non-
essantial and geaulative wess by the volun-
tary action of laders in gpproving or dis-
approving gplicatas for fuxds. To do
this it hes been necsssary 1 have cartain
aitaia tet would be of aid In ass=ssig

HELP CURB INFLATION

djectively the nerits of individal laen
goplicatias and proposed bond and stok
offerirgs in relatin to oaall econamic
arditias and requirerents.

Resporsibility for formulating and goply-
ing such leding aitaria rests with te In-
stitutiaos participating in the Program.  For
their guidance the Board of Govermors hes
drawn lexcers from the private lending field
together in aNational Volurtary Oredit Re-
straint Comittee. The furctios of tte
Natioal Comittee incluke tre fomula-
o of goorgoriate gaeral lending stand-
arts tet may be gplied throughout the
coutry and the coordiration of the work
of nurerous regicel comittees. The re-
giocal comittees, whose members are ap-
pointed by the National Comittee, asit
the thousands of participatirg firencing in-
stituaas ingoplying treestarclrds. Whille
reitter the Natioal Committee nor the
regicel comittees have any authority ©
direct the policies of the cogperating firenc-
ing irstitubio s, they can and do eert con-
sicerable infllene on the thirking and de-
asias of lending officas and upon prospec-
‘e borroners who know of the Program
and are In sympathy with iits prirciples and
dojectines.

The origiral aoference group, In prepar-
ing the Statement of Prirciples, and the Na-
tical Comittee, iIn drafting the Bulletirs
which explain the gplication of thee princi-
ples to gecific agdit aess, were fully anare
of tre difficiies that would be inolhved in
fomullating and gplying comprehensive
and precise rules and regulatias to accom-
plish the purposss of the Program.  Moreover,
itwas it that detailed rules and regulatios
would not be campatible with the voluttary
daracter of the Program, and might vell
discourage many  irstitutias from even at=
terpting o particiate.

It was deemed better to phrase the stard-
ats in fairly broad tenms, © tty O ex-
ress a point of view rather then a host of
cbtailed and gEafic aftala for lending
practicss, and 1o rely upon the willingess of
leding irstitutias to corform to the sairit

3

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



Digitized for FRASER
http://fraser.stlouisfed.org/

VOLUNTARY ACTION TO

of tre Program. Hence, lending stardards
st forth inially in the Program’s Statament
of Prirciples were very gereral in davadier,
attenpting prinarily to distinguish between
financing which oontributed 1o the produc-
tin and distribution of esstial goods and
savicss and finencing which sened nmerely
o effect a trasfer of ownership of edstirg
srities or physial assts or to pemit
gealative purdeses of searities and com-
mooirties.
A reas of Restraint

As the Program develgoed, more gecific
lending stanchrds were formulated to guide
restraint in paricular aadit aees.  In gen-
adl, tre aress ledted by the Comittee
have been thoee in which actual or atic-
pated expansion of aedit was sistantal,
statutry sslective aadit restraints were not
gplicble, and forwhich tre firacial rsti-
tutias participating in the Program were a
major source of aedit.  Between March and
September 161, the National Committee
issed” six Billetirs, ssttirg forth gereral
prirciples 1© quide participants in meeting
demands for inentory kaars, husiness api-
d epaditure firacirg, State and oAl
govermment borroning, certain types of real
estate agilit, borroving by foreigers, ad
borroving on wlisted ssarities. OF tese,
the firstfour are of most wildespread intaet,
and are disassd in some cetail in the Tol-
lowing ssctias.

Inventory Loans

In the months folloving the autbreak of
war in Korea, husiness inantories expanded
saply. Between June and December 198,
total book value of manufacturing and trace
inaitories roe rearly 8 hillin dllars.
Much of the inoesse was In raw naterials,
and agood part of itwas finenoed with bank
aait. For eaple, purdesad materials n
the hands of manufacturers inoressed rearly
3.5 billin dllars, or 0 per aat, inthe Bt
six months of 198, and marufacturers’
inattories of goods In proaess and whole-
slas’ inatories each rose about 18 per
ant
4
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During this same periad, as shown in tre
dat, heiess loas of comercial banks
increesed about 5 billion dllars. A mgjor
part of this inoease gopears to have rgpre-
serted lcars for purdhesiing or canrying in-
vatories. A gecial suney of usiress loas
made by the larger weekly reporting mem-
ber banks between June 28 and November 1
revealed thet 60 per ant of the ret funds
advanced wes estimeted t be inertory
laas, of which more then 80 par catt was
advanced to dealers and processors of agri-
asiwral comodities.

COMMODITY PRICES,
BUSINESS INVENTORIES. AND BANK LOANS

Note.— Prices, Bureau of Labor Statistics index for 28 basic
commodities, last week iu month. Business loans include com-
mercial and industrial loans of all insured commercial banks at
end of month; June and December figures from call reports
of Federal Deposit Insurance Corporation, other months esti-
mated by Federal Reserve from weekly reporting member bank
data. Inventories, U. S. Department of Commerce data on
total manufacturing and trade inventories at end of month;
bonk value, unadjusted for seasonal variation.

While thee groups asstararily borrow
ratter heavily from banks in tre Est half
of the year, such borroving and the inven-
tory accunullation that stpermintted were sub-
stentially larter in 1960 then was required
for the aderly movement of agriauitural
ags. That seaulation was an important
elerent in this periad B indicated by tre
sharp price inoeesss which coouned.  The
averae of 28 besic comodity pricss ad-
vanced 50 per aant between end-of-June 1980
and mid-January 161 Inerttories continued
1o rie sarply through tre early months of
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1961 and were at extraordirerily high leels
in mid-March when the National Commit-
tee held its nitiEl meeting and selected this
area a5 the abject of its first Billetin.

The Committee pointed aut thet exsssive
inentory acaunullation had antributed di-
rectly to a nie Inwholesale and retail pricss
0 leels beyond those pustified by the supplly
sittation and that an important part of the
abnormal  inetory  inreese was being fi-
nanced with borroned money. The Com-
mittee eqressad the hope thet dll particiat-
ing firencing instituticswould refrain from
firacing inemory inoreesss above normal
ledls relative 10 stes, or reesoreblle require-
ments as determined by other aailzble yard-
gids, and alo tret dl participents would
encourage borroners who alreedy had exess
inantories to bring them in lireas pronptly
&s possible in order 1o reduce the amount of
agdit autstading.

Plant and Equipment Financinc

Progpects of good husiress far some time
to come and of materials and equipment
gortages thet would result from inoressad
defase production, s vell as the recessity
of expanding productive Gecity for such
vital naterials as s, aluminum, and pe-
troleum, encouraged businessten 1 revise
treir pital eenditure plans sraply up-
ward in the months followving the outbresk
of war in Korea.

Early in 19561, according o suneys made
by the Department of Commerce and Secu~
ritiess and Exchange Camission, businessss
asagroup were plamiing to spend rearly 24
billion dollars during the auratt year far
the enlargement and modemization of teir
falities. These earliar eqectatias, which
now gopear t© have urkerstated the actial
1961 volume of platt and equipment out-
s, clid for a tolal eqenditure ane-fourth
later then the previous peak expenditure of
19.2 billian In 1998.  Such major defase ar
defense-gporting indstries as e, alumi-
num, petroleun, eledric porer, and ral-
roeds acoounted for roughly haelf of the
anticipated epital eqaditures. OF the re-

HELP CURB INFLATION

maining helf, an inportant part represanted
eqansion that gopeared 1© be postporeble
without detrinent t the defense effatt
Though many of these business expansion
programs would be firenced, as in previos
postwar years, aut of retained eamirgs, a
number would recessitate exterral financ-
ing through bank or insurance company
loas or tre sale of srities. In 198, for
eaple, with business exqperditures on new
planit and equipment totaling 192 billim
dllars, coporate new pital isaes o fi-
nance plant and equipment amounted t©
4.2 billia; smilarly, in 199, with expendi-
tues of 186 hillio, new pital Is9es far
this purpose totaled 3.0 hillio. Whille not
much more then one-fourth of cpital ex-
paditures might be finanod 1N this man-
rer, a projected Inreese N Gpital expendi-
tues of 25 per ot for 1961 ocould be ex-
pected 1O resllt in a sbstantial inoeese in
the vollume of saauriity ises. Though many
of these eqearditures were In defense or de-
fense-comected Irdlstries, itwas recognized
thet thiswas an area in which woluitary ac-
o culd proe w=eful in dotaining the
postponement of nressaial projects and
the diversion of tre aadit they would have
recuired to more essantial punoses.

While tre Comittee feeks tet cpital
eqerditure programs should be held ©© a
minimum during the presat emergency, In
the intaest of reducing inflaticery pres-
ares and fadlitatig the use of labor and
materials where most esstial to tre deferse
effat, its recomendations In this area heve
of recsssity been somewhat ciraumscribad.
For one thirg, the Statement of Principles
ecludad fron review loas guaranteed or
irsued, or authorized as to purpose by a
Govermment agency. For aother, theCom-
mittee hes not been I a posiian O dis-
courace directly autlays 1o be finenced aut
of accunulated busiress savings or through
previasly arranged comirtments.  Thus, is
recommendattions have related to new firenc-
ing for dlearly moessential investment pur-
poses.
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To the extent thaet nonessential cpital ex-
perditure programs were tobe financed with
the proceeds of saearity floiatios, the par-
ticipatirg Irstitutias were In a strategic po-
sitim toeert a restrainirg inflene.  Inre-
ot years, more then half of the dollar
amount of new cpital iss.es hes been placed
directly with firercial irstitutio s, especially
Iie insurance compenies, and most pblicly
offered ssaritiesare sold through investment
berkers.

On April 20, the Comittee issed Bulle-
tinNo. 2 citirg long-term firencing which
might be postponed t a more proprtaus
time. This included lcars and searity &
ses for such purposes as: () aostruction
of fadlities to improve the aopetitive posi-
tian of an individlal producer of nonessen-
t=l goods; (2) eqpansion and modemization
eqenditures of concarms  in distribution or
Frvie lires where the distribuion or serv-
ie B not defense sypporting; and Q) ex-
pansion and modemization prograns far
the manufacture of consumer goods ot re-
lad 1o the defense effat

State and Local Government Financing

Creditt equansion by State and loal gov-
erments hes been alstential during te
postwar periad. As disoussed on peges 1356-
80 of thise ulletin, relamely large anounts
of long-term aedit have been dotained by
States and  loalities to firence trelr postwar
arstructon prograns.  Many of these pro-
grams are dill far fron copletion.  More-
oer, the taexanpt status of State and loal
govermment saarities, which makes them
\ery attrective o cartain Inestars in a pe-
riad of high progessive income taes, fa-
alitaies the firencing of continued large ex-
paditues.  In order © curb the potetaal
inflaticery pressures inharant in a sittetiin
of this tye, the Natioal Committee hes
recommended the deferment of publicworks
ot urgently needed for preservatiaon of pub-
lic health and safety or Tor purposes directly
relaid 1O defaee.

6
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On May 3, 151, in Bulletin No. 3, tre
Committee recommended postponement of
such cpital autdays as those Tor reaeatiael
faalites, war nemorials, and the aoisi-
tion of privately owned utillities and of sites
and rigts-ofway not Immediately needed.
The Comittee alo exoressed the view thet
ldias’bonus Isseswere inflabicary under
the coditios then prevailing and shauld
be postponed il such time a8 Immediate
purchesiing power might be needed to coun-
taact unemployment and when itmight be
more baeficial o the \veteran.  In addiraon,
irstitutic el lederswere urged toencourage
lcal govermments to balance trelr gperating
budgets and © hold t© a minimum dort
term borrowing in anticipation of revaLes.

Real Estate Mortgage Credit

The role of woluntary actin in syple-
menting and reinforcing sslective aglit re-
straint messures B partiadlady vell ilbs-
trated by develgents in tre raal estale
mortgage aadit asa.  In an effat o aurb
the repid expansion of real estate mortgage
adglit, the Board of Govermors of the Fed-
aal Resene Systan, earcising tre authority
granted itby the Defense Production Act of
1990 and related eeoutive order, issed with
the concurrence of the Administrator of tre
Housing and Home Finance Agency it
Regulation X, effective October 12, 1980.
Simultareasly the Federal Housing Ad-
ministration and Veterans Adninistration
adapted tteir rgulatias o tre new stand-
ards develgped by the Board.

The estzblismat of thee regulatias,
which gplied t© Govermment-guaranteed
mortgages on new and existirg hoess, ©
non-Govermment-guararteed, or corvertion-
d, mortgage loas on newly costructed
hoees, and © loas on certain dessss of
comercial prgoerty, brought aoout a Sarp
declire in the number of new houses started
in 161. On the other hand, failue O In-
cluce aadit extended on conventianal terms
for the purdhese of existirng houses enhanced

the aopetitive advantage of such progserties
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in tre real estate market, and in many s
treir trasfars were accampanied by an ex-
pansion of real estate mortgage oebt which
added o0 inflabicery pressures.

The National Voluntary Oredit Restraint
Comittee, inBRulletinNo. 4, iss.ed on June
6 and revissd In some regects on Septem-
ber 5, recommended thet new conventiiorel
mortgage loas on edstirg ae- to for-
family residntial units, together with other
indedbtedness autstading on the prgerty,
should not exoeed the limiit whiich Regula-
o X inposes on new aorstruction or a
limit of two-thircs of the fair valwe of te
pracerty, whichever s geatler. The Com-
mittee also recommended tet lcas on
larer resident@al prgeerties and on commer—
adl, agriattual, and indstrial property
should In most Gaees ot exceed wo-thirds
of the fair value and should be made only if
careful screeniing as 1o purpose irdicates thet
they ae in harmony with the Voluttary
Credit Restraint Program.

Evaluation of the Program

The Voluttary Oredit Restraint Program
hes been one of the factors aotriibuting
the abatement of inflaticary pressures dur-
ing tre B soring and summer of 161
s artrabuaan, honever, must be evalluated
in the light of other fedos.

For one thirg, inflaticary pressures have
been lessaned and aedit demands have been
reduced by a declire in demand for cartain
types of consurer dureble goods, Tiquicetian
of some types of inatories, and a marked
inoese In individals’ aret savig. For
aother, theProgram sonlly one ofanumber
of measures for arrtailing the use of addit
for seeaulative purposes and for divertirg
aailsble fuds from mressral  essn-
tH s

Since the primary function of the Volun-
tary Oredit Restraint Program sone of di-
rectirg the flov of asileble aadiit ratter
then of regulating tre oer-all volume of
adlit eqansian, iits effectivaess as an ati-
inflaticery measure was greatly enhanced
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by the Treesury-Federal Resene aoocord
reached in March 1%61. Following the ac-
axd, the Federal Resene System abandoned
its policy of purdesing United States Gov-
emment ssarities at largely predetermined
and infledble pricss- a policy thet had en-
abled holdars t© digose of Govermment
surties abwill, gereval ly wirthout inouring
losss, whenever more attractine loen or in-
vestment gyortunitiies presated tharselhves.
This policy had resulted in slbstential addi-
tias o bank resenes.

The exstence of a frear and more fledde
market for Government saarities hes caused
many financing irstitutios to restrict teir
lending adtimMties and forvard firancing
commitments and this hes hellped to check
oer-all adalit epasion.  Thus, with te
Federal Resernve System acting 1o restrict the
growth of total adadit, it hes been possible
Tor the Voluntary Oredit Restraint Program
1o fuction with greater effedtvaes.

That the Voluntary Oredit Restraint Pro-
gram, together with other selective and gen-
aal adit restraint measures, hes achieved
arsiderable suoEss in diverting asdit from
goeaulative and noressertial adtiMities 10 es-
sntial usss Bsuggestad by the postponement
of a number of proposed searity offerings
and by the shift in lending at member banks
from nondefense © deferse and defase-
sypporting indstries.  As shown in the
e, the amount of new loars granted ©

Chances in Commercial, Industrial, and Agricultural
Loans, by Industry, Midyear through October
IIn millions of dollars]
Business of borrower 1951 1950
Manufacturing and mining:
Food, liquor, and tobacco +521 +413
Textiles, apparel, and leather -217 + 130
Metals and metal products.... +537 -17
Petroleum, coal, chemicals, and rub +68 + 19
Other manufacturing and mining..... +75 + 17
Trade— wholesale and re +40 +272
Commodity dealers........... +394 +690
Sales finance companies.. -104 +324
Public utilities and transportation. +318 +50
Construction -61 +55
All other types of bUSINeSS....ccccovevivinrinnnes -6 + 113
Loans classified as to business. + 1565 +2.065
Loans not so classified............ -214 +809
Total +1.351 +2.874

Note.— Data for 1951 were collected at the request of the
National Voluntary Credit Restraint Committee from about 220
weekly reporting member banks. Data for 1950 are from a special
survey of selected member banks in leading cities. Although the
coverage is less complete for 1950 than for 1951. all of the large
banks that cooperated in the 1950 survey are included in 1951.
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manufacturers of netals and metal products
and to public utility and trangoortation con-
carms was ustanaal ly greater from midyear
through October 161 then in the core-
sponding periad of 199). On the other hard,
the amounts granted o wholesale and retail
track aoncerms, commodity dealars, and sles
finence companies were distanally les this
year then s, aswas the total of dll commer-
ael, idstrial and agriautural kas.

No oerall figres on the number of lcen
golicatias denied or postponed by firenc-
ing irstituias in accordence with the prin-
aples of the Program are aaildble. While,
& noted In tre statamait on peges 1332-66
of tis Burierin, a Sstantial number of
s have been refarrad 1o one or another
of tre regiaal comittees for recommenda-
tios, finacing irstitubdos have themselves
in the ngjority of s taken the Nitiathe
in goproving or denying firarcing regests
on the besis of recomendations cottained
in tre ratiael Billetrs. In &S where
proposed sty offerirgs or loen gplica-
tias have been referred to regical comit-
s, and where such ragical comirttees
have recommended epirst the proposed
sarity ise or len, the firencing rsti-
tutdos inolhved have almost without ex-
ogptaon stragly supported comirttee recom-
mendations.

One of tre nitiEl deterats o te Pro-
gram3 aoess, the exdistae of lepally bind-
ing comitments t© provice fuxds tet
had been made before the Program came into
edstare, hes Ih reomt months become ks
inportant.  Data ollected in comection
with the Program show, for examle, ttet
45 ik imurace conpenies, whose com-
bined asts represent 85 per aent of dll lile
insurance company assets, had 4.5billion dol-
ks of coimitments autstarding at tre end
of April 161, OF this amount roughly 1.7
bilion represanted proposed finencing of de-
fase and defensesporting adtiMities and
the remainder nondefense business adtiMities
and mortgage financing of home purdresss.
By the end of August, honever, the ol
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of such comitments had been reduced t©
3.7hillicndillars, as shown by tredart. As
other comitments are worked doff, more

LIFE INSURANCE COMPANY COMMITMENTS

Billions ol Dollori (illioni ol Oollof

APB 30. 1951

Xote.— Outstanding commitments to acquire domestic loans

and investments. Data compiled by Life Insurance Association

of America from reports submitted by 45 life insurance com-

panies whose combined assets represent 85 per cent of all life
insurance company assets.

AUG 311951

and more aurent firencing will come un-
der the Program.

In encouraging lending officas of firenc-
ing irstitutios and businessmen in gareral
O arsider the role of agdit in an inflabio-
ary sittetin and in providing them with
stadards by which © judge the relative
esstaality of proposed wsss of addit, tte
Program hes perheps achieved iits greatest
SOEsS.

Conclusion

\Voluntary addit restraint Ean extrenely
weeful adjuct o geeral adalit restraint
measures and should be further develgoed
for == whenever inflaticaery pressues
threaten depreciation of the dllar.  IF tre
intermatical situation does not worsen, there
may be a tendency for the sase of urgency
and the qairit of cogoeration developed In
this periad of retiaral emergency o become
submerged in conpetitive sebfHntaest as de-
Tase production goals are goproached. With
employment, persoal income, and busiress
epaditures on plant and equipment at
record ledls and deferse epaditures in-
aessing rapidly, furtter test of dll addit re-
straint measures may lie aheed.





