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Another Look at the National Product

cd forwad thrust in business  trast to the investment activity of a strictl
A mvestment .coupled with a temporary  hbusiness nature (such as ouﬁas for pro-

sIuRgrshRess In some aspects of consum { deducers’ durable e urRment) which have pro-
mand, hds characterized the cross currents of — vided the main element of upsurge in the total
business o far (n 1956. The current situation  business picture, (el)

In Its marn outlrnes together wrt the course Another reason for an expository rearranae-
Of 9V9”t3 ea '”ﬂ ﬁ]to 't can be seen clearhé ment ofthe cgnventronal dl ?srfrc% on ofGrgss
rrromGa ooNa | Pat)%r constituent parts @ %trona Product ligs in the ctt] at the atter
the Gross National Product, eflects 2 ntermingling ‘of yhat, mign
In this connection, certarn rearrangements  called  growtn sectors ?nd fluct atrn%
have been made in the usual form ofpresenta- sectors.” “Growth sectors refer to those part
tion 0 Be varhous co é)onents of GNP, In  which are seen, In fact, to increase from quar-
order fo brip eprotur Into shar er focus.  te o quarter and from year to year with a
dis ussr% sand ¢ ?rts which follow are  relative’ persistence, Fluctuating “sectors are
Te W to that en? the datﬂ are féom those which are relativel more voIa Ile and
estimates of Gross National Product ore sensitive to short\ trh orc crca C anrrtes
and Its oartfs as published byéhe U. S, De- egl are the sefctorsw ich the frained observer
gartmen merce, No “agjustments or 1S dpt to seek first in his reading of the latest
hanges have been made within the compo-  Fetuns.

nents or sectors. Separating_the fluctuatrn elements from
the grrowth glemen S 1S, thus Eione hurg e t0.be

Why a Rearrangement? over ome when usrn ta to ao praise
the new sgectso ?Partrculer current situa-

One reason forﬁrearrangement of the com- tr N, F”ré rmore, fo someo the man use[

Ponent arts o{ e Gross National Product, GNP data, It |snotawa sea to reconclle

or pur 0Ses Of presentation, stems romt the Message provre ey 0ad mforma

B that elements of consumer activit ‘1 Ith”that rovb d by somew hat ore

USINess activig are incompletely sep r? V0 atremeﬁsure of business actrvrtgl lf

In the conventr nal treatment. Thus, outlays  the Federal Reserve Index of Industria Pro

for residential construction are included,  duction.

along with categories of a strictly business

natufe, within a oeneral clagsification Known  Growtn sectors

as “Gross Private Domestrc Investment,

From the point of view of exR aining economic The accompanying Chart A shows a divi-

development in terms of the decrsrons and  sion %f Gross National Product info the two

behavior of economic grougs residential con-  very broad groups of elements which may he

struction can be better clas |f|ed with 3 grou -

mg of consumer categories. The point h

CI |t|m6||ness In any reVIeW Of recent Calen ar rather than consumer. For a more detailed separation, see

quarters when residential constructign has — Fiow of Funas in the united States, 1939-1953 (Board of

been showing some relative weakness, In con o e Federal Reserve System, Washington. 1955)

(1) The separation has been performed only roughly here.
Some parts of residential construction are business activities
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cogsrd%red resupectrvel , the © rowth sector Consumer expenditures for services, as well as
| tuatm SGCtO Uarter purchases by state-local governments, show a per-
St IngS are ?OWH }n terms 0 asona sistent rise over the period covered; consumer
Aust annua rat? ort eSPan rom ear expenditures for nondurable goods might likewise
rouq ||’S'[ uar’[e Of B]e be considered a "growth" sector.
atest ate orw ich |nf rmation IS avarla e Billions of Dollars
press nn Chart B shows In greater detal
what s included within the growtn sectors.

The nature and comﬁosrtron fthf rowth
comoonents may e consi ere rrﬁfy efore
turning to a cgnsideration of the uctuatrnq
sectors, W ich 1s the cfntral paint of interes
| anly short-run an%ysrs % contrast, a
ong run view of the economy, sannrnq

ears or decades, ht ut'more direc
empha)s/rs upon tﬁe grownhgsec orsgn

Of the three separate sectors degrcted in
Chart the one for w rch I ttern o
%rowt erhaps most ey ble, and

ost familiar, Is the Irne led ° Consumer

Dividing the Gross National Product Into "growth “Consumer maintenance” = personal consumption
sectors” and "fluctuating sectors" helps to focus expenditures, other than for durable goods

attention on the nature of short-term changes.
- Marntenance Servhces (More exactly, in
Billions of Dollars P terminol sy IS 1 the “services ™ com-
Eonent of the 'sector called “ Personal Cop-
tion Ex endrtures ') Here, the growt
asRlect Is takén for granted tﬁy most users of
GNP atta The re%u arity of the increase stems
artly from Its tonnec ron with un eryrn
opufation growth. Other tagtors which m
ﬁ at work “are certain erﬁrstent structura]
changes In the econom Bear {0 resu

rn the oliferation o ervrce nctrlo?s anrj
also, p r[ras some pur yst%trstrca actors
rrsrn the me o sused In estimating
iR e,
Product hrchg Is_cla Esrfre% as Persona? con-

pptron Expenditures for Non urjab oods
sto consumer outla XS for foo g
asorne and a wide scattering of consum r
goods of the relatively “nondurable™ (or per-

“Growth sectors” = consumer maintenance (Chart B)

-(-State-local government outlays (2) The services component of GNP includes, for example, the

imputed value of current rents on owner-occupied homes. Such

“ Fluctuating sectors’’ = “consumer investment” (Chart C) inclusion is consistent with the general conceptual framework

« f f » of GNP, but many users of the data make a mental discount

-[-* business |nvestmerrt -ffederal government for this item when they are interpreting the meaning of short-
outlays-f-net foreign investment run changes in the national product.
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(os semi- durﬁble sort. Chart B shows this Outla¥s b¥ stirte or local P vernmeBts con-
tor under t aptron Consumer Mainte-  stifute he inal factor m V\y e con-
Rance ondura o]o It s c| ssrfreri sr ered q e for inclusion within the
ere with the * rowt sectors,” wit rowth™ elements of GNP. As shown bythe
re ognrtron that stch an arran ernent can be  hotto rHIrne of Chart B this series has demon-

ct to question. Thegausr Ity of such strate astea yug iar movementrnthe ost
tre tment éleast in the context of the pur- | develo rﬂe t which ha r]
0ses at ha be seen from the ge eraI rntrmateyconnected Ith the n trons%enera
ostwar_behavior of this sector as d rcte econowrc expansion and with population
y the frrstlrneunderthe total on Cha grow

Thus, in spite of some fluctuatronswhrch are Altogether, the total of the growth sector
%n recjable prn regate dollar terms the  (Show r% ?ron ChartAandChgart BS has hag
;fr Jrrectron o? ?re CUrve repres out- an average quarter-to- ouarter Increase. from
lays for consumer nond ura% OO(TS .32 . early 19 throur{rh ear 1956 amountrng to
Si tent an farrla/ steady rrse T efuctuatPons abodt jv2 percent, .com 0 nded quarterz
are relativel re uen In most cases, would bea reatmrstak of course, to assum
are o?mrno frf vrewed in relative, ata rate of rncrease IS qutomatic or
orPercenta ge te ms Flyctuation rsdrstrnct n uaran It srm re resents what hai
t [east one oftt%gcare bu¥rs? Brso 8 ransprre urrn d. An adal EIOHa
r

Korean errodt {of the arter ?’51 point should be 9Pt f' m'Y in‘mind: all the
tdep$rtures rom the %radualu war tre
arebae notrceabernrsecﬁto esug
neSS accompanyin USINESS TECes- he total of the "fluctuating sectors" of is
SIOﬂS 0 4 ang gAf A€0 et‘]?r the Curve ge' ;—hOW; there, attong WitE t::te gprincitpal comp(;rlt\lepnts.
or non Ura e During recent quarters, "consumer investment" has

utlays for Services than |t 08es tO the Shar y "business investment" has been advancing, and
|uctuat|n Consumer Out a[y ura e Federal outlays have tended to be level.

Hoods (The latter is not otted rparate Billions of Dollars

ere, byt becomes 5)&” or ~ consumer Invest-

ICtIngD consumer Ov
OO S earS a mUC Coser resemblance tO the been receding from unusually high positions, while

ment” in Chart C.

J ‘ﬁl” be re? ﬂnrzed at oHce that a con-
Si era E rtort 1on Why consumer ex-
enditures for non uranles sho ?much of a
ersrfstent growth aspect, and so relative

igni rcant fLuctuatr ns, is that ex en%tures
or food make up the largest singlé. sub-com-
ponent. A splitting out Of expenditures for
cIothrnﬂ or other soft goods items of the types
genera X % e zv department - stores
wouldu doubtedly show more marked cgc lical
or short-term varratrons than is the case with
the nondurables total.3

“Consumer inves Y= i i
(3) This operation, of course, could be performed with statisti- tment constrmptrt)n EXpendltl_Jres for
cal materials generally available, but it would carry the re- durable gOOdS+neW residential construction

t of GNP to th int of splitting th i « : : » : : :
arrangement o o the point of splitting the conventional Business investment” =new nonresidential construction
sectors. That would be beyond the scope of the present rather

generalized treatment, which leaves the sectors intact while —(-pl’OduCEl’S' durable equipment+Change in
altering only the major groupings of sectors. business inventories
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uantities r ferr d to here are dollar-value  fications, all of which are reqularly published
gstrmates at?tert afr(t) lphysrca uantrt as components of GNP: ey

a
suggests t e need drstr Ttroarr
e meaning which can ttac a1 ]E(errs[t))ﬂaallblcéogso%r(rjtsptron Expenditures

growth In"tAis connection. New Residential Construction
New Nonresidential Construction
Producers’ Durable Equipment

Since the hasic concept of Gross National Change in Business lnventories
Product rdpns in terms of dollar-value esti- E%%%gagn%(’ggwmggt Purchases of
mates and es ecra srncg evrrog arta
ofGNPareor inarily hapale erstoo 7. Net Foreign Investment
In such terms there has been no attemPt nere
t? deal with thevarrous 5 tors of G de The first two of éhe above sectors 1.e. con-
ated” or consérht ollar terms Bué sumer urab es da residential constructjon,
must erecog%nrze that the va uesgotte are combined sﬁownrn art C (as welas

The Price Angle

o o1 oo

and.un

the chart are partly the result qf pric chan(ates In the cover ¢ art under the caption “ Con-
Thus, during the enfire period since edrly — sumer Investment.” Jtems 3 4, and 5, .. non
1948, as depicted in the ¢ ﬁrts %eneral price resr ential construction, producers durabl e]s
increases were  exceptionally g during  and inventory change, are summed up in t
late 1950 they were cons |cuously 51 sentdur>  chart under‘the héading “Business Invest-
Hg %53 ang 1954: since the myddle of 1955  ment.”

ave Deen again in evidence. Conse- Federal overnment expenditures, as a_com-
aiue”“){l afequ gte Inter retatron of. ne ongnt of GNP, are show separately in Chart
[1SINg trengs snown. In et arts ta” of t d The final itém, ™ Net Foreign Investment
meal ng(& %OW tIF t?] connecgont Would s not shown separatelyrn the"chart, aIthou?h
requiré aajustment for the price Tactor. Its effect is inc gedwrthrn the total of fluc
ating sectors, as depicted by the top line. (Net
foreran Investment amOt% tsto as ries of plus
General Composition or minus agjust HISO e total, deﬁen in
of the Fluctuating Sectors on the new Tiow of t ep@?’memsmt(? atgon
International accounts he magnitudes of this
When the growth sectors, revr us drs- Item ””ﬂ? e period coyere L %racter
cussed have jen subtracte 0 e- |st|ca al| as com’ﬁ)are witn the other sec-

ate of GNP or analytical pur oses t tors, alth %h at some times the uart?I -t0-
E” represent significant

arnrn luctuating sector ear as uarter ¢ ges w
shown Pn Char C.T et%‘al 0% the fﬂP tuatrn 9actors In tﬁe total S)
sectors,.traced hy the to resentsarp o _
vivid picture of’s hortt m tuatrons the Significant Changes in the
economy than does GNP in genera hus, the  Two Investment Sectors

recessions of 49 and 54 stand out in rather «
sharp relief: also, an over-all increase from the . 17acing the confrasting courses of “ Con-

)
heginning to the ‘end of the period Is evdent  SUmer, Investment” and_ * Business . Invest-
{11t dods pot dominat theppattern asin the  Ment. during te past year of 1o gives the
s fte o s e e SR
The flyctyating sectors, as here defined, are  tive weakness In autos and housing has charac-
composed of the Tollowing expenditure classi- terized” the most recent calendar quarters,
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while hg thrust of business investment has
rovided t e expansionary forc tot E econ
mg %ch e In autos ang ousrn%

lected |n what Is called ere “consu h r}]
vestment,” has. een rom the extreme
ositions of mjd-19 5423uch positions ast
ear were cor\sr ered at the trme to eu[rsus
ainable, é east by many

thou
SEIVers, aﬂ more rerient evegts ha%e proved
the apprehension well founde

The 1955 surge in autos and residential con-
truction whrc accounts for the recent be-
avior oJ the co[rs mer investment line, had
een made possib arunnrn start In 1954
It 1S mterestrn 0 é)tet at each quarter of
the ear% owe 2 gain in consumer in-
vest ent from t revrous uarter, even dur-
9 (e first tWOif arters which were charac-

efized by general business recession.

v contrast the courfe of busrness mvest
men been ﬁ Itera vv urrnﬁ
1954 un |I the fi after o ear. |
fact, busrnessrnvestm nt (Inclu mgPantand
HUI pm t}g%en Itures, and nventory
changes een a maj or depressing factor
duri g he mild usrness reces |on of 1d-"%
[)o mi Thus, thﬁ mt war th e%egera
UsIngss [)eco riryw ich too Face in
as, attriputable” not to an rovemeng
srness Investment activit att at time, but,
as already. noted, to the Ii rov(! edb fhe
consume mvestm nt s cto tated In another
W pears t at the |me sr vestment
econom es ecra are art
|t re re entedb tan men ex-
en |tures % at m res on
he upsweep of the ¢ c |n 54 than ha sua
gen the case at |ca turning points,
Busrness mvestment however, surged In 55,
and, asareafynote IS provrdrng a continu-
Ing ‘element o expansion in

(4) Outlays for consumer durables other than autos and parts
leveled off (on a seasonally adjusted basis) during the fourth
quarter of '55 but showed a resumed increase during the first
quarter of '56. The latter increase is estimated to have been at
an annual rate of about a half billion dollars. (See Survey of
Current Business, U. S. Department of Commerce, May 1956,
p.2.) Thus, so far as the first quarter of this year is con-
cerned, the line depicting “consumer investment” declines
somewhat less sharply than it would if it were limited to autos
and housing, without the other consumer durables.
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Role of Federal Government Outlays

The hottom line of Chart C depicts the quar
terly stapaings of Federal government pur
chades of goods and services over the period
under confrderatrtron tSlfCh ﬁx endrturlesdrrtr]a e

lgnificant part of what are ¢ ere
Hf)e “fgctuatmq%e tors” ofGNP %h Ea
tern trac(e t¥r ottom line of Chart C is
compare wr the gattern traced by the t%
ling, or total of fluctuating sectors, |t will be
ﬁeen that Federal government evgendrture
ave played a very |m ortant role, comple-
mentar 0 that J,) az y the twg Investmen
%orsarfarv ﬁ ssed, |n shaping the tota

ehavior of the fluctuating sectors.

Thus, it was Federal fgovernment expendi-
tures — In t orm o defense outa s, of
course — wh |c Rrovr ed the quafr sIoR
quring the Korean War period rom the
thrrd quarter Ef 90 through the second guar
er of m3. Li ewrse the “decline In Federal
irn ent eﬁgen itures, which was quite

i from t tthrr uarter of 53t|rough
eseco uarter was the larges
srn%e m?Fue(hce In t?re %chne of the t taf
ctuatrno sectors” line during.the recession
t.shared, however, Wjth “‘business
mvesément in the downward pull during that

episode

Be mnrng with the second half of 4
andt rou the latest returns astabrhzatron
or eve |n ha occurre in the main I(rectron

[tures

T ederal governmen ex en

Pr udrn% defense outlays. ? urin
the pas ears mteto |ne Cha[]
or tota therefore, have

uc uatrnd sectors,
been brought about almost alone by the he-
havior of the consumer-investment” and the
business-Investment sectors.

(5) See article in the September 1955 issue of this Review,
entitled “Consumer Buying and Business Buying.” That arti-
cle noted the developing shifts in the relationship between con-
sumer investment and business investment; it was, perhaps,
slightly premature in spotting the shift away from consumer
investment and toward business investment as the bulwark of
current activity. (As it turned out, the third quarter of '55
constituted the peak of consumer investment, although the data
for that quarter were not yet available in September.) The
method of rearranging GNP sectors utilized in the earlier
article was essentially the same as, although less fully de-
veloped than, the one employed here.



Comparison with When the "fluctuating sectors" of GNP are com-

Industrial Production Index pared with the "durable goods manufactures”

component of the Industrial Production Index, a
e I’earranﬁement fthe SeCtorS Of GNP close similarity of pattern in quarter-to-quarter
mc has %ee essayed here.is su?%ested NOt  changes may be observed.
onyfora etter understandin emean- 1947-49. 100
g an?es In themselyes, %aso
P haps, forabg erunderstandm of the re-
tron of GNP data to other broa measures
business change.

Take for exam Ie the Federal Reserve
Lndex of Industrial %du%tron |fferepces
eweent epat traced by that index and the
?th ollowed by GNP ar sometrmesasource

uzz ementt consumer of business statjs-
fics. ? %cra\% a t be the case, IT the
user 0 e tWo s s statistics makes In-
sufficient allowance tor the effect of some of
the principal defined drfferences between Jhe
two measurementé eg. that: the Index
of Industrial Production Is a srcal volume

(mz?surement whereasG P.is an estimate. of
ollar values, inc udm?ht e influence of price

dthat (b f GNP
E?aer?ﬁg“ W%er RnSO?aI(’:O\gelr?IﬁC?UdeS Ce:’s- The Prmmﬁa' dlfferenct?]ebetween the tW(i

tam important segments such s construction.  cyryes o in the matter of leve

” consumer St?rV"%GS\{V Ba{ﬁ not part. 0[ e i e o quarter-to-quarter Patterns 0

P o e g e U SEhad & change. Thus, since Ithe third quarter of

olicor A Cohns PP t%ftaeebfas“e“”e?fa”ai ?§%t86§t8fnua“|P
ow suppose that @ serres showing. the

“fuctuatrur%) sectors P, Hgfmed her than that of thg durable-goods manu-

hi

ahove, IS selected for com arison w'th the gtures c0 1ponent of the Indus(t]rral Proauc-
co IS¢ trﬁced by the Industrial Proguction %on nd ex hat IS main caHse of ter)

The ¢ r onde e hetween t e two ‘ence of price rncreases which register 3/
<rrot r]arted Wou?r? be seen t8 8 - nition urcaon GNP but not upon the Indu

derably closer than e corresporhence © trial Production Index

tween_the aggregate of GNP and the Indus-
tial Production Index. Even S0, divergences eDrsslrr%gilarrdI{ng the ngrft%rre?gesu';}t'eeve' then
are marked. ) E)etween the tho seﬂes |sama(iter0 consmg -
If, further, the “durable %oods manufac-  aple interest It su gess te following: Sr?
tures” comgonent of the Industrial Pr%duc- J e essentral findin GNPa of the In-
tion Index 1S selected for comparison wrt ustrial Productionndex are closer together,
“fluctuating sectors”™ of GNP, the similiarity  and tend to corroborate each other to a rg'rreater
of patterns becomes rather striking. That is  exfent, than Is often supposed,
sholwn by the accompanying, Chart D, for the  able-goods Sectors of the econom because of
same period as that covered by the previous  theirvolatility, are once more sgen as IP r%/
charts, 1.e. for the first quarter of 48 through strategrc for “the mter retmg of s ort er
the first quarter of 56, (Both series are showp gener busjness cha [%es I carefull fyutr lized
in terms of index numbers on a 47-9 basis.)  data toward this end may be drawn from GNP
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Hformatron or fron] other sources, and much
the same story should emerge.

Outlook

The materra}ls outlined abov% can be used as
a framework or consrderrng t ue?trons In-
volved In th e present business. outlook ?/
themselves, of course, they provide no defrn
tive answer,

Consider, for emepIe Chart C or the cover
chart, with special reference to the trends of
consumer investment and business |Hvestment
One consideration to be noted Is t at to the
extent that there are problems of threat ?
rice Inflation_In the current and |mme atex
rosp%ctrve situation, such prob erp gvri
ave been even greater if the colore |ne
regresentrn ﬁonsumer Anvestment Were (ft
majntaining the u?war hrust evidence
?5 concyrrent]y with the business- rnvest
ment Ine pushing forward.

SecondI}/ the current advance of busrnef
m(vestmen It continued (as_seems highly
In view_ of reasoir bly firm Elans or
caprg £Xpansio WO\J seem to carry the
possinility that the enlarged payrolls so en-
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genderedwrll result in a turnabou of the “con
umer |Hvestment line toward a ren?w
rrse If that occurs fears of recessrqnwr ade,

the rﬂ contarnrrkg Inflationar
tendencre will become greater than at present.

bservers of a érrffgr nt frame of mind can,
if the ﬁiesrre re ferent outlo?kfromt
mate lals rfrovr ed b )& héart C. It consumer
takings (alread ywe(a ened in some resgects)
%houl decline ‘mar Fdl he ‘owh f th
usrness rnvestment iné wou ¥ be Im-
B Tl at“f?ér%(’}‘nse%%%? botn
uIaPron and a downv)v/ard modrfrcatro¥r 0? the
present plans for capital expansion.

" ThOﬁe wh%thold to the Iatter sch(%olt o{
ought mi er a ake a point tha
evengrn? gc :%r[p "h TatesPentr q
%etota of Iuctuatrn sectors,” as 0 th
Irst qhuartero o, sho S 4 decline aIthough
a slight one) from th eprevrous quar er, How
ever t0 ar ue on @,S'f] of that sIender
showrng t the * eak as areag een
Passe should be (fo srdered a hazardous |
erence, and would probably be rec fgnrzed as
such ny even the more “bearish™ of present-
day observers.



Business Loans

Interest Rates and Loans to Small Borrowers

he curvey Of busmess loans at member
ganks conducted b¥ the FedeH Reserve
stem |n ctober, 1955, reveale

|mP ortant, changes since 1946 in the charac-
teratlcs of such’Toans ﬁndt e terms og IC
credit 1s extended. (1) The discussion and charts
Wh ch follow deal With bvsm?ss loans by SIZﬁ

orrower, with special reference to sma
busmess also included 15, an analysis of the
Interest rate structuge of business loans of
Fourth District member banks.

Loans by Size of Borrower,
1946 and 1955

The 1955 survey |P]d|cated that busi nesB Ioin
portfolios of Fourth District mem er
continued to be com ose Brlmarl of loans
fo both t ﬁmall aB iimme orrowe(
In terms of t enum? 0an Terwasaso
evidence, weYer of a significant shift since
946 from the largest and smallest casses of
orrowers to the lntermed|ate 3|ze g
comparison of husiness loans hy. siz fo
TOWEr IS glven In"an accompanying tab or
1946 and 19

Between 1946 and 1955, the pro€ortlon of
business, loans going tg the smallest sjze por-
[OWErS Qassets Under thousa I) declined
from 11 07percento the total dolfar amount
fxnd rom 69 to 49 per% ent of the num ?

oans. Likewise, for the largest size firms

(1) This is the second of several articles dealing with the sur-

vey results for the Fourth District. The first article was “Loans
to Business by Member Banks”, on i

May, 1956, dealing with changes in business loans since 1946
by type of business, by size of bank, and by maturity of loan.
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assets over $5 million) the amount of loans
éec?med from 48 to 43 ercent of the total:

a pumber ofnowever, the numbei at Bot h survey dates re-

maine Eroportlona y the same—2 percent of

total business loans

In the intermedjate borrower groups, the
gercentfa% of business loans to firms Wltg
ssets from $50 t ousan %0 $250 thousan
rose from 16 to 18 percent of the total amount
and from 22 to 36 percent of the total number
%f loans. In the borrower class with assets from
250 thousand to $5 million, the Increase In
amount was from 25 to 32 percent and from
710 13 percent in number.

The rise in the general price level since 194
and t%e conseque%t upwaprd valuation of bus?

BUSINESS LOANS BY SIZE OF BORROWER,
1946 AND 19551

Fourth District Member Banks

(Percent of Total)

Number Dollar
(TOS'Z|e QJSEOYWWE ofLoans ~ Amount
sands of dollars) 1955 1946 1955 1946
Less than 50............. 49%  69% % 11%
D — A T A S
250 - 5,000.........mme. 13 7 3 X
5,000 and OVer......... 2 2 43 48

All borrowers......... 100% 100% 100% 100%

1Survey dates: November 20, 1946 and October 5, 1955.



ness as ets along with the row h in the vol-  belief that the Ion(Ir-run health of the econom

me 0 usgness %ctrvrt roha 3/ %ccounts requires the continual rrnq oun
or the shift in the distri Lﬁron f business ~ firms, as well as a wide participation in risk-
oans from the smallest to the_jntermediate- taking which i necessary to a dynamrc free-
Size cateqorres f borrowers. (The shrft may  enterprise economy.

alssr%tl)glattlgrbuta e argttoc nge r}]t eagd As a part of th problem attention has been

0f husiness ther e
0} thﬁ scap DSy rmportance Lo grrecte to the a eq[u le f credit and caﬁrtal

or small business. |

tained earnings and depreciation reserves as ortant to recognjze
SoUTces of DUSiness frnaFr)rcrn In te os war ?g"egﬁq rtn ant] inancing ISROtérreta?r(\)/set Ctutrli(r:gsl
o ranel X u'mee'r?fio%nrset?f{hi e ndicat S thet Sl T ae o?ten n
argest firms. greater neea of ana%erra orteghnrca Ssist-

untrn? and record eep-

ncev\%rmgﬁove geenuniing
. . ing. While the needs of smalf business are th Us
Size of Borrower and Size of Bank I broader than o btaining 2reit or 14 ra

With rer{rard to theBumber ofgusrness Ioan% frnancrng requirements are” still vitall
Et District member hanks %omrnance of portant

orrowers with asset unde 0 thousand There are several ways in which this_com-
was a phenomenon which h e true no% onl uestion of the adequacy of credit for
for any one particular size of bank, but for afl E (r]oac e(? One w

ySINess ma
bank Sizes. '(See Table 1 for details.) Bor-
e LB LI R rgcrrrggderrre rgregrlngrhtnre fofstrrhureg

under $250 thousana) accounted for 94 per-  the commercial hanking syStem of the countr
ce‘rt oftherkmberar]d 84p ercgnt ofthe olfar is well desr ed to aECO}anOda[? tﬁe cred ﬁ
volyme 0 usrnfss oans at banks with de-  needs of ﬂ local firms, Banking services
osEs of $10 million an% less. At medlurn slze  are 0provr e(d Inthe United %tates ore than
eposits from é g 0 3 4,000 banks, most of whic aretemselvsrn

orrow rs Ith assets un er 25 housa - the “small business®”’ cate This sta
Y te§ ﬁr 83 ercent of the number an over contrast to mglt ot e[ untrres whrc?r ? -
a( volume of loans, A ture a handfu arge branch - bankrng

st ?rze banks (deposits of $1 %Omrllron and systems
rz i %enumber of

oV most three quarters o
Small unit banks, which blanket the Unite
rr%fgsgen%regsgrﬂt érgsrrrdofrgrsvghhg S L e

2 Oa S to t IS qroup Was On(}(na |tte over |nt§rme |ate term Cre |t tO Smal US| ess n

one-fifth of total loans outstan ddition, & significant pait 01 [né lendi
In the case of the small banks, there Were no 23};““633,%‘;5% gTObarr]reseXstedrrretct% o secrrvern
e

d

loans reported to borrowers with assets over
needs of small business are “ban a

$25 milljon, and at all bank sizes the propor
tion of the umbfr of loans t? borrowees vFr)rrth t%nrr}]ee%tsttﬁetﬁa banking system s well desrgne

assets qver $1 million was well under one-tenth
of total loans reported. A more sranfrcant approach to the questio,
Eowever is 10 mteaslure thg numbberkof sma}ll
: UsIness Loans actually ma an IS
Loans to Small Business 55 S %Uglﬂ $S oansﬁa

regar
Over the past twentg/ years, serious concen B gr! fresh evide eas to wheter Smal

Peen expressed r ardrn% the abrIrtX usiness firms are gettrn an_equitable share of
smaI firms t§ hter business, to surviv credit at commercia ba]n s. The surve resuLts
prosper. Underlying this concern has been the  indicate that, of total loans to business by

10
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Fourth rstrrc member banks, 60 percent of  those with assets of $50-250 thousart
the number of swere tqo smal borrow an ar(T;e borrowers are those wit
eresrcgrsrt 0efrtrrr]ee i vrerr mrtoa%gr aeIn trr%réae%g assets over $250 thousand.
pmedrum size” business Jrrms ngtermsb th\)rvoacco g g"}ﬁ arts portr %thDe sharet
dollar volume, small and medium- srz? of-  OF DUSINESS t ae n¥ -our 'f re
rowe[s accounted for 40 percent oftotfa busi- mem ank sdo sr(rjrab edium, and bg
ness oans. These figures general tycon rm the orrawers Fas ertne d ove In vartrous USI L
results ofth revrous su usiness Joans  NESS. 1INES ora f}’ es 0f manufacturing an
of member banks. ma erﬁy e Federal Re- mrndn swe as orpubh Ftrlrtres and"com-
serveS stem |n 1046, At tifat time, as well s Modity ea ers, an overwne mrnlg proportion
5 Fourd; [Brstrrct memper hanks ?f all  of thebtota number of business foans gogs to

Szes " icated a broad parfic| aion In Joans small business, L., a proportion rangrng fiom
i small Dusiness, s Wefl 25 & ¢ Variey.of 84 tp 94 pe rcenttﬂft Plaﬁ Wherl medium-
cred|t ract{cesfdesrgnetd to meet the Inancing gdzgedortoe esrsalrrr]e o theot/gtanﬁsum aeCr i %gﬁg
requrr ments of sméll irms. represented is from 96 to 98 percent, Oan In

“ Small”, “ Medium,”, and “ Large” the case of sales finance companies did small-

Despite the attention given to “the n medium-size_porrowers, account for less
Fr“évbefesm of IOsmalf %usrness In gecent years, r]90 percent o Ht qumber of Foans (See
here has been no universal agreement s 0 Ta es 2 an 3 for deta

what constitutes a “small” Dlsiness,
analysis below of the share OP husin Sagsegans The avera%e size of loans to small businesses

0ING 10 VATIOUS SIZes of business Is in manufact ring and mining, public utilities,
the Tolowdn defmrtrons Which are etevea ang Cg{gmggo'ty Gealer ranﬂ?d from $7,200 tO
0 he most m ul When measuring size of 1 N coniast, the average size of
husrness y total dssets alone: vegssago Iaﬁeag‘léqts rrmo% samgerng%o §trvrt
rhlf) For husiness é'rms in the areas of  thusto b? ex eot d that the share of th tota?

mining, commodity doII rVO of oans ng to smal] busines

nu acturm?
itealerf sales fina ﬁ om
¢ utilities, “small” bor Qwers are dt
with assets under $1 million; “medium-
1zed™ harrowers are those with assets of ? busipess, loans to smal u(? ssr

5mrlhon and “large” ﬁorrowers are m 13 10" 37 percent 0 he ollar vo
those with assets over $ million rh e case f sales Inance .companies,

ic utilities, and firms en ag in the man-
Bufdren it st s SR g i 0

anies, and pub- dnot(?%as larg ea hare ogt etota?
Rose resente th enumbero ans. Nevert e-
}Js of total t?vusrness Ioans tot e above trﬁ

medium-size

E other non HanCIa Rusmess m srne togef er ac unt forI ss than haI? of
OITOWers aret se with assefs under $50  the g o ar V0 umeo USIness oans to the re-
thousand; “medium-size™ borrowers are spective industry groups.

The t)f]pes of businesses portrayed in the
o s e, o e one e (AL ade, constuctign, feal estale
cases and volume of’sales or receipts for othe‘rj' tipes of busi- an Ot er non InanCIa Irms_are In-
ness, which may become authoritative: Since te)tal asse_ts crf heren |y mUCh Sma”er |n terms Of total assets
e e oo s oaceie N t0se discussed above, mainly because of
tinctions of “small”, “medium”, and “large” borrowérs which a. m Ch |0W€r rE|at|Ve need for Invest‘ment In
are used here are necessarily based on total assets alone. The f|Xe assets Hence the def'nlt'on Of a Sma”

distinction.s were ma_det, hovr/ever. after consultation with the bUSIﬂGSS In SUCh ||neS Of aCtIVIty |nV0|V€S a

Small Business Administration

n
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LOANS BY SIZE OF BORROWER — BUSINESS TYPE |

Commercial and Industrial Loans, Fourth District Member Banks,
October 5, 1955

DOLLAR AMOUNT

Percent of Total
20 40 60 80 100

MANUFACTURING 8 MINING:

Food,Liquor 8 Tobacco
Textiles,Apparel 8 Leather

Metal 8 Metal Products

Petroleum,Coal, Chemicals
Rubber

Other Manufacturing

OTHER:

Commodity Dealers
Sales Finance Companies

Public Utilities

LOANS TO LOANS TO LOANS TO LOANS TO LOANS TO LOANS TO
"SMALL" "MEDIUM" "LARGE" "SMALL" "MEDIUM" "LARGE"
BORROWERS BORROWERS BORROWERS BORROWERS BORROWERS BORROWERS

Small borrowers accounted for over 80 percent of the total number of
business loans to almost all the types of business shown here.

“Small” Borrowers = those with assets of less than $1 million
“Medium” Borrowers =those with assets of $1-5 million
“Large” Borrowers =those with assets of over $5 million

considerably lower figure for total assets than  borrowers accounted for an additional 37 per-
In manufacturing or'mining, for example. cent of the number of loans to these lines of

Of the total number of husiness loans at Dis- ~ &Ctivity. Thus, large borrowers received only
trict member hanks to trage construction, real %1bf)eré:ent of the number of loans. (See
estate and all other nonfinancial firms, the ~ 'adle o.

s are going to smaII business averaged over  The avera e3|ze of loan to small borrowers

J)eroent ran Ing from 29 percentmwhole- varéd from 52,600 In the case of retalltrade
sale trade fo [fergent in the case of “all to $2,400 jn the case of refal estate firms, In
other nonfinancial- borrowers. Medium- S|zed contrast, the average size of loan to large bor-
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LOANS BY SIZE OF BORROWER — BUSINESS TYPE 1l

Commercial and Industrial Loans, Fourth District Member Banks,
October 5, 1955

NUMBER OF LOANS DOLLAR AMOUNT
Percent of Total Percent of Total
0 20 40 60 80 100 0 20 40 60 80 100

WHOLESALE TRADE
RETAIL TRADE
CONSTRUCTION
REAL ESTATE
OTHER NONFINANCIAL

LOANS TO LOANS TO LOANS TO LOANS TO LOANS TO LOANS TO

"SMALL" "MEDIUM" "LARGE" "SMALL" "MEDIUM" "LARGE"

BORROWERS BORROWERS BORROWERS BORROWERS BORROWERS BORROWERS

Of the total number of business loans, to the industry lines shown, the share
going to "small business" ranged from 29 percent in the case of wholesale

trade to 56 percent for retail trade. “Small” Borrowers = those with assets of less than $50,000
“Medium” Borrowers = those with assets of $50,000-$250y000
“Large” Borrowers =those with assets of over $250,000

r sequently, the share’o Hm jor T{ unsatisfied demand for fun
doliar Volume of lo osma or{owers wis f usmess Involves ong term loans a
smamer than that o tenu ber.0 s, Al- eL as eﬁm caplta the latter are not suite
together, sma brrowersm efheldso tr?dg to bank loans a mvestments
construction, rea estate anﬂ other” (includ-

Hg Service fl{ms afcounte for. 13 Ee centof  Average Interest Rates

Eo ers én th889 Oﬁes of bu5| £ss rangegthe Other studles fnomt to the %jonclusm? the%t tgs

dollar volume of busipess loans to
such?nes of actlv?ty wh ?e medium-size %or- The 1955 SUfVal |nd|cates tha%the average
rowers accounted for an additional 32 percent.  interest rate paid by business borrowers at

Distri tmember ban swas42 ercent, as con-
hSummBary fﬂl]e contlnduedp p?lndergnce dOf trasted wiih a1 percent in 108" The increase
the numner of loans made to small- and medl-  reflects the general upward trend of mterest
um size USIﬂGSS firms at DIStl’ICt member charaes exp r|enced y the econom durin
panks svgfgestst a, If an W e exists in t e mostof the postwar pefiod. The hlgher cost 0
financial Tacilities for suc s, |t 1 not in

the area O S Ort an Interme Iate term (3) _See, for_example, “External Financing_of Small- and Medi-
credit, which banks are prepared to providg. sz Susinessr: Survey of Current Business. u. 5. Depart
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borrowing for business purposes, and for qther total assets Of less than $250 thousand. If
Purposesgas wehJ can b% a?trrbuterq arn? to Lpigfere ces In USIHESS o% %orrower are
ne postwar sur%e In_consumer and business %ore ncorporated borrowers of most srzes
demand for goods and services, accompanied  obtained lower rates than unincorporated hor
a heavy demand for funds. Pressyres that TOMers on loans maturing 1 one year or less,
Dress interest rates, such as slowgo\gns i with the reverse being true for loans maturing
busrness activity, have b%en short-lived during ~ In over one year,
the postwar period; the economy has. re-

Deposit Size of Bank. The averaernterest
gﬁrerrnggcrhtsseregélcrﬁnce and moved to new highs rateeor)rs'tota'IZ(buosrneaé1 loans at aﬂ ge member

anks was, lower than at sm memoe

Within this framework of a rising level Of anks. Banks W|Jh less than $2 m||||on |n tota[
Lnterest rates, the rafes chtargeg l%y %nks de Hosns charged an average rafe a
usingss [oans are also affe Blze cent. The ra?e decreased,” as ban srze |n-
ty ¢ an COFPOF e status 0 usiness DOr-  cregsed, to 39 percent at banks with total de-
ers as well as Xthe maturrtg Oft e loan. POSIts of $500 million or more.

8lctgbee?cf855reasr%trln e Ta% esa%t%rns I Such differences in rate amona banks of dif-

Size o t epbusrness bo ower whrc?r is closely gonderﬁncte of itk loans andllfar E1 Dorrow-

(s af the bi nks, af least with respect to
related to the size of loan. the dlollar vggume of husi Jes loans. Sr ce Ehe

Asset Size of Borrower. |{ IS N0t SUI'prSIﬂ maxrmum loan to any one ofrower af memner
that size of borrower overshadows other co -

Si erdtrons m interest- r?te determ dmartron The ?hg Suuaubrllmbtiergdb Xaﬁwalt%n erclejr;t

Initial cost 0 makmo oan—cre rtrnveftr ga- emand of e firms or large loans
%ron conaultatron egal checks, completin naturally focuses on the bigger banks: Acom
orms, an %countrng g uirements-—must b p rison of | terest ra es at arrous srz casse
spread over the expecte banks on o nstot esamet srzeo

ncome. Since Initia
cost? 0 not vary as much hetween large. ana borrower and the same maturi owever m
small loans, the” latter ten

H]t% rest rates IH order t(i arbsRtO tbar% la rveer ?n\?tesrvtgnatsrgee rg i % oe nce ram.gtfgzasdr}rcgr

er ov rhead costs. Also, t edrrecﬁ relatio T rates than_any other size See
of sréeo usrnF%o 0 size of |0 gres some Tabe 6 for details.)
[ate ferentra ue to the smaller risk in mak-
ing loans to large firms. dyBe of Business. Af,\{)era%e mterest rates
G ar varroust usr ess ranged from
enerally, |arge boro brs wefe. charge ot t
lwerTates thar smll horowers, he efcent paid, by sales finance by, Consiruc
W ercent_paig nteaverae onstryc-

classifie corporate Stals size of b an tron firms. Typically, sales finance’ companies
fype of bUS%‘eSS or term of foan. obtain | argeygr g yIoans whrf constchtron
Corporate Status of Borrower, Incorporated firms_obtaln separate, smaller loans for each
borrowers appeared to loay a lower average  Project
Interest rate on business loans than unrncorpo- Again, size of borrower appears_ to be the
rated borrowers, other_things being equal, I major influence. For al ty'oes of busrnes?
over half the cases. The difference was not Iar er horrowers obtained.” fower rates
marked, however, and the results were. not yPes of manufacturing firms paid average
uniform as. amono types_and sizes of business ra es ow [ than wholesae and retajl tr
and maturrty of Todns, The only outstanding  firms. In the miscellanequs industry classifica-
caseﬁ lower rates to incorporated borrowers tion, service firms (which tend to be small)
was that of short-term loans to borrowers hav- {Text continued on page SI)
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Table 1: BUSINESS LOANS BY BUSINESS OF BORROWER AND SIZE OF BANK
Fourth District Member Banks, October 5, 1955

Bank Size (total deposits in millions of dollars)

SIZE OF BORROWER, 0.
(Totalasetsnthousands ofcolers) lesthan2 2-10 1020 2050 50-10 100-2%0 20-50 e

Less than 50......... 130,222 3508 40066 - 23149 15582 15054 11773 6,842 14248
50 - 250, covnrnvnnn 339,262 2,005 56509  58H2%6 49052 64297 38913 327132 37,078
250 - 1,000.......... 292760 21 13445 28,%%% 20016 65410 48354 60233 50,137
1.000 - 5,000........ 321,148 1,654 5, 13328 20,90 77920 71153 130,424
5000 - 25,000.. 238 319 106 31 848 4,680 9917 30107 45779 146495
25,000 - 10(?,000 189,901 974 368 o/ 1,182 1069 4599/ 123,519
100.000 and over 408 834 1,498 1,587 2,936 7449 45488 50,369 299,507
All borrowers 1,927,066 5993 114587 118628 112167 191869 263309 313105 807408
1321 13566 10,844 5230 5,230 2,154 2,424 5,322

5[ 1,594 8,301 4830 4,884 2419 2,952 2,976

48 9%5 1,733 1,162 1,69 %1 1,404 1135

1 127 2( 294 465 462 525 h42

10 11 40 44 53 171 193

26 4 1l 2 30 126 151

3 32 49 3 84 86 483

All borrowers.........oneeen 94,758 1923 22297 21241 12,226 12,384 6,197 7688 10802
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Table 2: BUSINESS LOANS BY TYPE OF BUSINESS AND SIZE OF BORROWER
Fourth District Member Banks, October 5, 1955

Size of Borrower (total assets in thousands of dollars)
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Table 3: PERCENTAGE DISTRIBUTION AND AVERAGE SIZE OF BUSINESS LOANS BY “SMALL”, “MEDIUM”,
AND “LARGE” BORROWERS AND BY BUSINESS OF BORROWER

Fourth District Member Banks, October 5, 1955

Amount of loans to: Number of loans to: Average size of loans to:
BUSINESS TOyI;eBIORROWER r(?jéi;s 3?55%%?5 i‘(zgs\én:t?sf BZéE%%ErS rc?::éi':s B?Arg%;\;esrs zz;g;\g%rs B(();rsz\%gs B?Ar;%;\grs BOE;%vsvst? Bc(w;u;c;\é\;tsegrs
Type | $1 million) lion) million) Type | $1unn1illeir0n) I-iorgII ’ r?w\ﬁ}l'i—on) $1ur?1ilT{on) $1I-i50nr;]ll> I?ﬁ‘?ﬁ';on)
" aFBE‘)&ang‘ddF and "
Tetxolblg(s: g ..... PTPTIR 100.0% 30.6% 20.0% 49.4% 100.0% 94.2% 3.4% 2-4% $ 7871  $145455 $ 498,734
M(leegltshgﬁ('?'?ﬁé"él ............ 1000 264 591 145 1000 839 142 1.9 14979 198750 354,545
?roducts ..................... 1000 242 293 465 100.0  86.7 9.1 4.2 15863 183467 628261
Petroleym, coal,

MlcsceeWz;%aelgusélnd rubber 1000  13.0 48 822 1000 934 2.6 4.0 1,211 98,333 1,057,894
manufacturing......... 1000 366 309 325 1000 904 1.3 2.3 10686 111607 371,698

Commodity dealers...,... 000 303 263 91.7 5.6
Sales finance companies. 1000 58 9.0 06 147
Transportation, com-

munication, and other

public utiliies.......... 1000 149 6./ 784 1000 873 4.0 8.7 8,650 85632 454427
All'busingsses—Type I.. 100.0% 19.4% 18.3% 62.3% 100.0% 87.7% 6.4% 5.9%  $11333  $146571 $ 537,769

434 100.0 2.1 10,454 14% 142 507,692
85.2 100.0 48.7 18339 183486 527147

——

7P Type 11 $;;,gg{)) gs%%%%) $250.000)  Type Il $5U(?,gglcr)) $$255%%%%_) $250.000) $5uongg(r)) gggbo,ggé) $250.000)
Wholfsale LT [T 100.0% 4.8% 25.2% 70.0% 100.0% 28.8% 47.0% 242% $2947 $ 9548 $ 51438
Retall trade. .o 1000 179 §2.0 50.1 1000  56.2 30.0 1.2 2 024 1,223 57,125
Construction 1000 9.3 34 513 1000 420 407 173 2.824 10,485 42 357
Rf al estate. ... 100.0 5.2 26.0 68.8 1000 32.7 429 244 4438 16,762 71,150
l'other nonfinancial.... 1000 190 394 416 1000 597 323 8.0 2,175 10,615 45625
Al businesses—Type II. 100.0% 13.0% 31.8% 55.2% 100.09; 51.5% 372% 11.3% $381 § 9439 $ 54268
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Table 4: AVERAGE INTEREST RATE ON SHORT-TERM* BUSINESS LOANS BY BUSINESS,
SIZE, AND CORPORATE STATUS OF BORROWER

Fourth District Member Banks, October 5, 1955

Size of Borrower (total assets in thousands of dollars)

All

?Baaair”urdr"g66acco....‘..”..g. 40 47 58 48 50 44 43 40 50 33 31 31
Text|esapare eat er.. 42 46 45 49 51 53 44 41 40 35 3.2 2.0
etasan ro ucts 41 53 57 53 51 46 47 40 40 35 3.4 3.3
Peroe”r%bcoalcem'cals' 16 59 61 54 52 54 52 47 44 40 40 33 32 22
Alfother ermfg. and mining.. 44 56 60 54 52 46 51 41 60 39 33 7
" Wholesale... 46 53 58 50 51 47 48 41 44 40 3.4 3.6
12T P 46 57 56 49 50 46 43 39 40 36 6.0 31 30
Commodﬂy dealers............ 39 90 56 57 52 50 37 33 35 3.5
Sales finance companies ... 35 45 50 47 58 50 40 40 20 38 33 36 32 32
o

colin, anc OMEr pUolic a0 c1 78 4§ 57 44 49 TEECEY 3930 32 31
Constructmn ......................... 51 58 5.% 53 56 49 51 46 44 45 3.5 3.9
Real eStAe.....vvvvvrreseserererreen 45 48 5. 46 48 45 50 41 47 42 45
S?rwce 71— . b 58 47 51 48 97 39 55 39 40 35 35
All other nonfinancial........ 43 50 52 44 46 46 41 46 36 33 35 3.8 3.5

All DUSINESSES. .. 43 55 57 50 51 47 52 41 41 38 35 33 34 32 3.2

* Loans outstanding as of October 5, 1955 which had an original maturity of one year or less.
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Table 5:  AVERAGE INTEREST RATES ON TERM* LOANS TO BUSINESS
BY BUSINESS, SIZE, AND CORPORATE STATUS OF BORROWER

Fourth District Member Banks, October 5, 1955

Size of Borrower (total assets in thousands of dollars)

“Toog ot tohatn . 34800 82 51 84 43 a3 4] 3834l 2833
Metals an F?netal roducts 3.9 75 64 54 53 44 224 41 43 39 35 37 31 36 28
Petroleum, coal, chemical,
an rubb?r .............. o 35 50 80 68 73 59 712 45 39 26 30 34 29 30
Al other mfg. and mining. 4.3 65 65 58 56 48 45 40 45 39 3.6 31

" Wholesale.. 50 74 69 55 55 53 46 44 46
RELAIL..ovvvvovereeeessssesesrmneneens 46 65 61 58 49 46 45 49 56 39 60 33 28 3.1

OtChSr?w?oditydeaIers ............. 53 115 53 52 50 46 45 45
Sales finance companies ... 3.5 138 47 93 40 3.0 3.4
ol
utllllitle’s,..................[.J .......... 36 94 88 719 66 60 75 43 60 38 27 33 30 28
Construction... 65 86 94 70 61 65 58 50 43 50 12 45
Real estate...... 46 53 50 45 47 42 45 53 43 47 45
SEIVICE FIFMS...omeervveepercsreeen 54 70 65 55 52 48 48 40 45 5.0 4.3
All other nonfinancial........ 50 60 72 53 54 47 45 38 4.3 3.5 35 3.0
All buSingsses. ..o 42 72 66 56 52 50 48 43 44 39 32 29 32 32 29

* Loans outstanding as of October 5, 1955 which had an original maturity of over one year.
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Table 6: AVERAGE INTEREST RATES ON BUSINESS LOANS
BY SIZE OF BANK, MATURITY, AND SIZE AND CORPORATE STATUS OF BORROWER

Fourth District Member Banks, October 5, 1955

Size of Borrower (total assets in thousands of dollars)

SIZE OF BANK All Borrowers

(Total deposits in Under 50 50- 250 250 - 1,000 1,000 5,000 5,000 - 25,000 25,000 - 100,000 100,000 and Over
millions of dollars)

Corpo- Noncor- Corpo- Noncor- Corpo- Noncor- Corpo- Noncor- Corpo- Noncor- Corpo- Noncor- Corpo- Noncor- Corpo- Noncor-
Total rate porate rate porate rate porate rate porate rate porate rate porate rate porate rate porate

Short Terml

Less than 2 58 55 59 64 59 54 58 56 60 55 5.0

2-10 0 52 47 53 55 57 50 52 46 51 44 50 38 35 22 2.2
10-20....... 49 46 52 53 55 49 52 48 48 40 32 37 60 3.0 2.9

20 -50........... 49 47 51 56 58 51 51 47 45 48 47 40 3.5 30 35
0-100 49 47 51 60 56 52 52 48 50 46 41 38 38 36 31 39
100 - 250.7= 40 39 48 54 53 48 49 46 47 38 38 39 3.3 3.2

250 - 5(?0 ........ 39 38 45 48 61 47 49 46 40 39 46 35 35 33 3.3

500 and over.. 39 38 44 56 65 55 50 48 66 43 39 39 34 34 32 31
Lessthan2... 70 72 70 93 711 2.5 5.3

2-10 58 55 59 65 64 54 55 51 51 % 5.0

10-20 . 56 53 o7 65 67 55 53 49 50 54 48 35

20 - 50........... 49 48 51 56 56 51 49 48 48 46 47 39 50 27 30
50-100 52 50 54 74 64 50 53 48 48 53 50 44 35 2.9

100 - 250........ 44 42 51 68 55 57 53 46 45 43 40 35 35 3.5

250 - 500........ 45 41 53 90 72 59 53 51 46 42 45 44 60 29 2.8
500 and over.. 36 36 37 73 88 67 54 51 51 41 42 38 31 29 33 32 29

‘Loans outstanding as of October 5, 1955, which had an original maturity of one year or less.
*Loans outstanding as of October 5, 1955, which had an original maturity of over one year.
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aid higher rates. Utilities (which tend to be
[470e) faid I oAl

t;f;gtaﬁlg a ﬂ)ml aerrgraattteesrn\g)/reval e'ﬁwfnd&ﬁ'zﬁ

fhat usiness or size of loan. rather t

X% on differences In interest rate. With size
corporate status of business and maturit

of loan remaining equal there Was no tendenc?

type of husiness.

usiness, was the major influence hear-

§?srtean’%(y foke Fromr ey 4ot o

Maturity of Loan. TNe.accompanying tables
gllow Inspection oF the ?ferenc%s | n?emBer

k inferest charges for short-term oang
(scher{uled to mature in one ?ar or Iess) a
term 10ans (which mature after one year).
With size, t e and ci)rporate status of hor-
rower rema |g qr rates on short-term
loans w?re generally lower than on term loans.
The on |mﬁortant exception. occurred in
buysinessés with assets of $ 5m|II|0n or more,
where the results were mixed.

Notes

For two informative statements on Federal
Reserve credit policy, see the following:

Address by Wirtiam McC. Martin, Jr.,
Chairman, Board of Governors of the Federal
Reserve System, before the Pennsylvania
Bankers Association, Atlantic City, New
Jersey, MaK44 1956, Among other '[OPICS
covered by Mr. Martin are: how *regulating
the money supply to fit economic needs is one
thing, and fixing interest rates is another”;
how U. S. Treasury needs are related to
Federal Reserve policy; how the 260 directors
of the Reserve Banks and branches contribute
to the development of credit policy.

Address by Arian Sprout, President of the
Federal Reserve Bank of New York (retired,

June 1) to the New JerseX Bankers Associa-

tion, Atlantlc City, May 24, 1956. Mr. Sproul
called for a broad natlonal mqqu into the
banking and manetary system of the United
States. Also he discussed explicitly the contro-
versial aspects of recent Federal Reserve
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credit poljcy, stating the reasons for the Sys-
temsgems%)n ! y

(A I|m|ted number of copies of both
S eeche? vall< S)Ie at the Research Depart-
ent of this ban

# * #

ecent articles of special interes ished
0ﬁlenrgFederal Regerve Banks, tln%*J Ae the

“Outlook Bright for Electronics Indus[ )ﬁ

New England. Business Re\(

Feder
servg Bank of Boston, Ap r| “1956, Altﬁou?}
the details of ths rtlcl \k” te n ustr

c beo mtere{

In New Englan esu
busmesgmen and ba ers of the Fourt

istrict.

“‘Business Capital Spending: Plans and
Realizatlons,” Monthly Review, Federa] Re-
serve Bank of Kansas City, Kansas, City 6
Missours, May 1956. This article Includes an
mterestmg chart showmg the past record of
comparison between anficipated Plant and-
eqrw ment expenditures and actual expendi-
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