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h e three types of loans shown in the chart
account for 90% of all lending by Fifth Dis
trict member banks. Since bank lending activity
and the business climate are inter-related, recent
credit developments take on added significance and
longer-term trends provide an important tool in
analyzing the economic panorama. A review of
member bank lending activities in the Fifth Dis
trict, with emphasis on the three principal loan
types, begins on page 3.
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Trends
EXPORTS-COTTON MANUFACTURES

DEBITS

Bank debits in the F ifth District continued to move upward dur
ing March, having gained 3 % more than seasonal during the month,
and reaching a level 1 0 % above last year. The change in the re
ported debits to a demand debit basis has been compensated for by
an adjustment in the index base.

Strength in cotton textile production has been occasioned largely
by the domestic m arket. Foreign trade in cotton goods and yarns
in the first two months of 1953 was well below a year ago. Cotton
goods exports of 106.7 million square yards are down 2 1 % from last
year while yarn exports of 33.1 million pounds are down 3 4 % .

..... ♦ ----BITUMINOUS COAL PRODUCTION

MANUFACTURING EMPLOYMENT

The level o f output in M arch held at the adjusted February level
but was 2 0 % under M arch 1952. W hile no new favorable develop
ments have appeared in bituminous coal markets, two im portant
factors (export decline and mild W in ter) are behind the industry
and year-to-year comparisons in output in coming months should be
somewhat more favorable.

Em ploym ent in m anufacturing industries in February (the latest
month of record) remained at the January level and 3 % ahead of
a year ago. February employment was at the postwar peak and
very close to the all-time high level. Indications pointed to a mod
erate rise in the level of employment in March.

ELECTRIC POWER PRODUCTION

NEW BUSINESS INCORPORATIONS

The combination of high industrial activity and consumer demand,
and further shift in power requirements to electric utilities, keeps
electric power output in a rising trend. Latest figures (for Feb
ruary) show a seasonally adjusted gain o f 2 % over January and
9 % over last year.
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N ew business incorporations in December and January turned up
rather sharply. In January around 620,000 firms were incorporated
in this District, which compares with an average of 450,000 in 1952
and around 425,000 in 1951. The peak of new business incorpora
tions in this District occurred in 1946, when some 700,000 new
corporations were formed. Since 1949 the average level has been
around 425,000.
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Bank Lending in the Fifth District
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* Data reported weekly by 50 large Fifth

making the economy more vulnerable to recession than
it would otherwise be. A n important margin of our
expanding business and personal expenditures rests on
borrowed money. A ny development which checks the
general willingness to go into debt would cut sharply
into total spending, not only because of less borrowed
money to support purchases but also because of the
continuing high level of repayments which have to be
made on outstanding debt.

u sin ess
firms and individuals now owe more
money to Fifth District member banks than at any
time in the past. On March 25, 1953 these obligations
amounted to approximately $2,324,400,000, and the in
dications are they have been rising since then.
Indi
viduals who borrowed primarily to purchase consumer
goods are liable for over one-fourth of this record high
total of loans outstanding.

Banks in the United States hold only about 27% of
the nation’s steadily increasing total private debt. Never
theless, because commercial banks are the only lenders
whose increased loans may result in additions to the
available money supply, their activities are of special
importance in any consideration of the role of debt in
the economy.
Other important groups of lenders act
primarily as focal points for the accumulation of sav
ings and the distribution of these savings to business
firms and individuals who are willing to pay for their
use. W hen such lending keeps abreast of the inflow of
savings, there is merely a transfer of purchasing power
from one group to another with no effect on the over
all level of purchasing power in the economy. Bank
loans, on the other hand, while making purchasing
power available to borrowers, do not reduce other pur
chasing power in the market. T o the extent, therefore,
that resources permit, additional production and em
ployment are promoted. If resources are fully em
ployed, such additional purchasing power in the market
may generate pressures toward higher prices.

Over the first three months of this year, District
member banks met their customers’ requests for loans
in an amount $50,000,000 greater than the sum of all
loan repayments received from their customers in this
period. Actually, in the first month of the year, bank
borrowers in the District repaid on their outstanding
loans about $30,000,000 more than they received in new
loans, reducing their over-all bank indebtedness by this
amount. In February, however, this indebtedness in
creased moderately; and in March the total amount
owed to District member banks rose sharply, the in
creased borrowing occurring primarily in the first half
of the month.

In recent weeks questions have been persistently
raised as to whether the present levels of certain com 
ponents of the nation’s total debt are imprudently high,

Total borrowings from member banks in the Fifth
District thus far in 1953 reveal two striking character
istics :
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In this District, member banks of the Federal R e
serve System hold over 70% of all bank loans outstand
ing. Analysis of their loan data, therefore, will reveal
the principal over-all loan developments and trends in
the District.
Record Level of Bank Loans Outstanding
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(1 ) Individuals, borrowing primarily to purchase
consumer durable goods (televisions sets, refrigera
tors, automobiles, and so o n ), have contracted for
and ever-increasing amount of new loans. In al
most every week, the total amount of new loans for
these purposes has exceeded the sum of all repay
ments made in the respective week on previously
contracted personal bank debt.
(2 ) Business firms sharply increased their indebt
edness to the District’s member banks during the
first half of March and have maintained a moderate
increase in almost every week since then. Over
the first two months of this year, business firms
made net loan repayments equal to about 5% of
their total bank indebtedness at the beginning of
the year. In the ensuing three weeks (through
March 18) new loans granted outstripped repay
ments to such an extent that the level of such liabil
ities rose by nearly 5 % .
In each week since the
District’s business community has continued to add
moderately to its total bank indebtedness.
The chart on page 3 portrays the growth of bank
lending in this District since the outbreak of the Korean
W ar and compares each of the major components with
the total. Detailed figures for all member banks are
available only through December 1952. M ore current
developments are, therefore, indicated by data supplied
weekly by fifty of the District’s member banks. These
weekly reporting banks extend approximately 60% of
all bank loans made by District member banks and their
changes usually closely parallel those in the all-memberbanks series.

TOTAL LOANS OUTSTANDING BY STATES
FIFTH DISTRICT MEMBER BANKS
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Ninety per cent of all loans granted by member banks
in this District go to commercial and industrial enter
prises, to individuals (primarily for the purchase of
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consumer durable good s), and to purchasers of real
estate— the three categories shown in the chart. Loans
for agricultural purposes, for purchase or carrying of
securities, and loans between banks account for the re
maining 10% . Commercial and industrial loans ac
counted for over one-third of total loans outstanding
at the end of 1952. Real estate loans and loans to in
dividuals each made up 27% of the total.
D istrict G row th E xceeds N ational A verage in 1953
Business borrowers have called on their banks for
new loans this year to a greater extent in this District
than in the nation as a whole. This is the only major
component of total loans in which District borrowers
increased their indebtedness by a larger percentage than
the national average. The amounts involved, however,
were large enough to raise total loans in the District by
a larger percentage than in the nation.
Although District banks have met consumers’ de
mands for new loans thus far this year at a much faster
rate than in the comparable periods in 1950, 1951, or
1952, they have not kept pace with banks in other sec
tions of the country. In the country as a whole, con
sumer borrowing from banks this year had raised the
total of such indebtedness outstanding on April 15 to
a level 8.1% above the first of the year. In the District,
the indication is that the amount of consumer loans held
by banks rose 6.3% over this period.
Purchasers of real estate in the Fifth District have
not gone to their banks for financing in 1953 to a great
enough extent to offset repayments made to banks on
existing indebtedness of this type. The margin by
which repayments have exceeded new loans is small,
however, and the amount outstanding on the books of
the District’s banks declined by less than 1% from the
first of the year through April 15. For the country as
a whole, banks increased their holdings of real estate
loans by 3% over this period.
The pattern of bank borrowing in this District closely
paralleled that in the nation as a whole from the end
of W orld W ar II until May 1951. For the remainder
of 1951, the cumulative effect of national credit control
measures was apparently much greater in the Fifth
District than in other sections of the country. The ex
tension of both consumer and real estate credit was
restrained during this period somewhat more in the
District than in the nation. Business loan growth in
the last half of 1951 was checked even more in the Dis
trict compared with the United States than the other
loan categories. The expansion was less than 4 % in
the District while for the nation it was 10%.
During 1952 business firms and individuals in the
District again matched their counterparts in other sec
tions of the country in the rate at which they borrowed
money to develop their enterprises or to make personal
expenditures. The year’s expansion in total loans out
standing was about 11% , for both District and nation,
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and reflected the removal of credit restraint measures
in the first half of the year. Individuals, borrowing
primarily to purchase consumer durable goods, relied
more heavily than ever on bank credit, boosting the to
tal of their liabilities to member banks in the District
by over 19%. For the nation, consumer loans rose
22% during the year.

in this District with deposits less than $5,000,000 are
for the purchase of real estate. In this District, the
larger the bank, the smaller the share of total loans
allocated to purchasers of real estate. The very larg
est banks— deposits over $100,000,000— hold real estate
loans amounting to just about 15% of their total loans.
A t the beginning of this year, however, this group of
banks held nearly one-fourth of total real estate loans

Virginia Member Banks Hold Largest
Share of District Loans
RELATIVE IMPORTANCE OF PRINCIPAL CLASSES OF

Member banks in Virginia had loans outstanding at
the beginning of this year in an amount equal to nearly
one-third the total of all loans held by Fifth District
member banks. North Carolina led the District in
commercial and industrial loans, its businessmen having
committed themselves to a bank indebtedness totaling
$235 million at the beginning of this year, 28% of the
total of such indebtedness in the District. O f all the
other principal categories of loans, Virginia bankers led
the District states and the District of Columbia in the
share of the total which they had extended. Over half
of all the agricultural loans outstanding at the begin
ning of the year at member banks in the District were
made by those located in the Commonwealth.* Over
a third of the real estate loans and just short of onethird of loans to individuals were held by Virginia
member banks at that time.
Maryland bankers achieved the greatest percentage
growth in their total loans in the period from the out
break of the Korean W ar to the beginning of this year,
a $403 million total on the latter date being 44% above
the amount outstanding in June 1950. South Carolina
member banks, however, experienced by far the great
est growth in both consumer loans and loans for com 
mercial and industrial purposes. The growing level of
both these categories of loans directly reflects the boost
given to that state’ s economy by construction of the
atomic energy plant near Aiken. In the first year of
this work, income payments increased in South Caro
lina to a much greater extent than in any other state
of the District. When added income is received into
an economy it generally produces a multiplier effect,
encouraging additional expenditures which represent
additional income to individuals and businesses. A s in
comes rise, individuals and business firms become more
willing to go into debt either to purchase goods which
cost too much to be bought out of current earnings or
to expand business operations to meet growing demands.
Growing indebtedness to South Carolina member banks
reveals just such an expansion process in actual opera
tion.
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extended by member banks in the District. The group
of smallest banks-—deposits less than $2,000,000— held
less than 4 % of member bank real estate loans.
The reverse of the real estate loan picture is true for
commercial and industrial loans. Member banks with
deposits in excess of $100,000,000 extend nearly half
of their total loans to business enterprises. The group
of banks with deposits under $2,000,000 have business
loans equal to only one-eighth of total loans. Nearly
90% of all business loans made by District member
banks are held at banks with deposits in excess of $10,000,000. Over 55% are held by banks with deposits
above $100,000,000.
The smaller banks naturally take a more prominent
role in the extension of agricultural credit. A t the be
ginning of this year, banks with deposits under $10,000,000 held two-thirds of the District’s member bank
loans to farmers. These loans constituted 8% of all
loans held by banks in this size group. A s we shift to
the larger sized banks, the relative importance of agri
cultural loans declines until, for banks with deposits
above $100,000,000, they account for only four-tenths
of 1% of their total loans.
Consumer loans are an important category for all
sizes of banks. Eighty per cent of such loans in this
District, however, are held by banks with deposits above
$10,000,000. Member banks with deposits in excess of
$100,000,000 held 35% of the total at the beginning of
this year.

Smaller Banks Rely Heavily on Real Estate Loans
Nearly half of total loans extended by member banks
*The inclusion of nonmember banks alters the relative importance of
the states as to holdings of agricultural loans: North Carolina then
leads with 38.8% of the total, Virginia is second with 30.5% , then
follow South Carolina, 16.1%, Maryland, 9.2% , and West Virginia, 5.5% .
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Consumer Credit Takes the Spotlight
One of the really significant economic developments of
our times has been consumers’ ever-increasing reliance
on borrowed money to purchase automobiles, furniture,
and household appliances; to pay doctors’ bills; and to
meet a multitude of other needs. Although commer
cial banks entered the field reluctantly, they have been
expanding this service to their customers at a rapid
pace in recent years. Only a little over a decade ago
commercial banks’ consumer instalment loans accounted
for only 35% of the total of such loans, and the total
amount outstanding then was about one-fifth of today’s
record high level. A t the beginning of this year, 49°/o
of all consumer instalment loans were held by commer
cial banks, their holdings having increased more than
sevenfold over the decade.
In this District over one-fourth of today’s bank loans
are to consumers, and the rate of growth of these loans
(See chart on page 3 ) has exceeded that of any other
type of member bank lending. Since the suspension of
Regulation W in May 1952, consumers have increased
their total indebtedness to District member banks by
approximately one-fifth.

One of the most noticeable features of consumer
credit is that the loan proceeds are not used directly by
the borrower to produce an income out of which the
loan can be repaid. New production may be stimulated
by purchases based on consumer credit, but the income
produced by this new production will not go to the bor
rower for the retirement of the debt.
A s a larger and larger share of the nation’s income
is pledged to repay past borrowings, the economy be
comes more and more dependent on a high level of cur
rently extended credit to maintain its existing level of
total expenditures. But consumer expenditures based
on borrowed money are much more subject to the
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vagaries of human nature than are those based on
earned income. In times of uncertainty, borrowing to
spend is curtailed much sooner than the spending of
available current income. Credit is used primarily by
consumers to purchase durable goods— automobiles,
television sets, and refrigerators. By their very nature,
these are the goods whose replacement can be deferred
in times of stress.
The rate at which consumer credit is used is of pri
mary importance. W hen new credit is being extended
in an amount greater than the sum of all repayments
on old accounts, retail sales are stimulated and the effect
is to promote employment and production, raise prices,
or both. Should the amount of new credit fall behind
repayments for any length of time, it would be ac
companied by sagging retail sales, and other recessive
tendencies in the economy would be accentuated.
Because of the vital role played by consumer credit
in the present-day economy, concern is frequently ex
pressed over the unprecedentedly high level it has
reached and in particular over the especially rapid
growth since the removal of credit restraints in May
1952. For the most part, critics of the expanding con
sumer credit base their comments on what they con
sider to be unsound credit practices which, it is claimed,
will lead to mass defaults, contracting credit and sub
stantially lowering the business level.
The ever-increasing liberalization of credit terms is
frequently pointed to as a sign of imprudent lending
practices. For example, the term of an automobile loan
today may run from two to three years as compared to
a maximum of 18 months under Regulation W and T V
sets may be bought with no cash down and 24 months
to pay. Down-payment requirements on credit pur
chases of household appliances are generally substan
tially under those maintained prior to the removal of
the Regulation and the repayment periods are consider
ably longer.
Although some individual consumers may have as
sumed a debt burden in excess of their ability to repay,
there are few indications that this situation is wide
spread or of serious proportions. Although reports
from some sections of the country indicate a higher than
normal rate of delinquencies on consumer loans, a sur
vey of some of the bankers in this District does not re
veal a similar situation here. Delinquencies and re
possessions do not appear at present to be out of line
with the volume of credit outstanding according to Dis
trict bankers who were queried on this point. Most
of them feel that if consumer credit is not already too
high it is approaching the danger point, and they are
making new loans with much more caution.
Those who look with aplomb on the present level of
consumer debt maintain that its economic soundness
must be appraised against the other relevant economic
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factors of the times— the level of income, of prices, of
productivity, and of employment, and the changing na
ture of consumption at higher standards of living. A c 
tually, total consumer credit at the end of 1952 had not
reached as high a percentage of personal income after
taxes as it represented in 1940. Comparisons with
other economic factors, such as the increase in liquid
savings and the relationship between repayments on
personal debt and personal income after taxes, are cited
to support the view that consumer credit today is not
out of line with developments just prior to W orld W ar
II.
The argument is also advanced that a rising standard
of living requires a higher level of consumer debt,
measured against any of the bases given above. This
argument runs along these lines :
An improved standard of living is based upon the
greater use by consumers of durable goods, as
wants for soft goods become increasingly satiated.
Human nature being what it is, the purchase of
consumer durable goods necessarily involves the
use of credit; Americans can pay for goods that
they own but are reluctant to save for their pur
chase.
Therefore, a rising standard of living necessarily
means a higher ratio of consumer debt to consumer
income.

Few people will question the role that consumer credit
has played in the expansion of the production of con
sumer durables, and in the resulting higher employ
ment and increased national product. This construc
tive aspect of this type of credit is well recognized. At
the same time the obverse side should also be kept in
mind : the rapid expansion of consumer credit has usual
ly contributed to inflationary pressures, and the exist
ence of a high level of consumer debt— as with any other
kind of debt— contributes to the vulnerability of the
economy to recession.
There is little objective basis for concluding that the
present level of consumer credit is or is not out of line
with today’s production and income. Informed judg
ment provides the only yardstick. As stated, a number
of bankers in this District have expressed the opinion
that the national total of consumer credit is too high.
Similarly certain leaders in the finance industry have
decried the lowering of credit standards in the exten
sion of instalment credit. In any event, many informed
observers look for a further expansion of consumer
credit as a necessary ingredient for maintaining high
levels of civilian employment and production. The im
plication is clear that this booming credit sector requires
more careful attention (especially on the “ terms side” )
than for some time past.

Real Estate Lending by Commercial Banks
This decline in the relative importance of real estate
loans in total member bank lending has been true, since
June 1950, for the nation as well as for the Fifth Dis
trict. On June 30, 1950, real estate loans accounted for
25% of total loans outstanding of all member banks in
the country. A t the beginning of 1953, this type of loan
made up 22% of the total.

Loans extended by Fifth District member banks
secured by real estate now stands at about $610,000,000. This total is more than three times the amount
outstanding shortly after the end of W orld W ar II,
though most of this growth occurred in the years 19451950. By June 30, 1950, real estate loans of the Dis
trict’s member banks had risen 186% above the Decem
ber 1945 level. Subsequent increase has been less than
one-eighth of the $549,000,000 outstanding in June 1950.

Commercial banks’ real estate loans have not only
been declining relative to other types of bank loans, but
have also been a declining share of the growing total
mortgage debt outstanding. A t the end of 1950, the
nation’s commercial banks held approximately 19% of
an estimated $72.5 billion of mortgage debt outstanding.
By the end of 1951 their share of a $81.9 billion total
had dropped to 18% — and of $90.6 billion outstanding
December 31, 1952, they held 17.6%.

In the first Zy2 months of 1953, sales and repayments
on real estate loans at District member banks have ex
ceeded the total amount of new loans extended by ap
proximately $6,000,000— about 1% of the amount out
standing at the beginning of the year. This net reduc
tion in real estate loans outstanding, along with the in
creases in other categories of loans, has reduced the
relative importance of this type of lending to about 26%
of the District’s total. A s a matter of fact, real estate
lending by the District’s member banks, although at a
record high level, has been growing at a much slower
rate since m id-1950 than any of the other principal
categories of loans. In June 1950 this type of loan ac
counted for 31.3% of the total of all loans. It had
fallen to 29% of the total by December 1950, to 27.8%
by December 1951, and to 26.8% by December 1952.
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W h y L a g g in g R eal Estate L en din g b y B anks?
In the greatest housing boom of all times, why are
commercial banks, the most ancient of mortgage lenders,
lagging behind other lending institutions in bidding for
this business ? Several good reasons may be suggested :
First, the nature of a commercial bank’s liabilities force
policies as to the structure of its portfolio of loans and
investments along entirely different lines from those
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followed by other types of lending institutions. Its prin
cipal liabilities are deposits subject to withdrawal on de
mand, and its assets must be of a nature to assure liquid
ity to meet normal or abnormal fluctuations in the de
mands made against it. Mortgages are among the less
liquid of a bank’s assets. Thus, considerations as to
acquisition of real estate loans must take a back seat to
other problems of portfolio management.

There are three broad factors which work together
to shape the level of demand for new hom es: (1 ) the
rates at which new households are being formed, (2 ) the
changing housing standards, and (3 ) the changing level
of national income, reflecting general economic condi
tions. A s to the first of these, an analysis of Bureau
of the Census studies supports the view that over the
next several years household formation will be consider
ably smaller than in the years just following W orld
W ar II. Such a decline could have a severely depress
ing effect on the housing industry if there were no off
setting influences. One such offsetting influence, how
ever, is found in the changing housing standards of the
people. There are always large numbers of people
pressing to improve their living conditions. Whether
it be the desire for a better quality home, a more suit
able neighborhood, or for more living space resulting
from increasing size of family, these desires express
themselves in the market place as a positive demand for

Second, most commercial banks are limited by law
as to the aggregate amount of mortgages not guaranteed
by the Government which they can hold. National
banks are not permitted to hold total nonguaranteed
mortgage loans in excess of combined capital and sur
plus or of 60% of time and savings deposits, whichever
is the greater. Most state commercial banks are sub
ject to laws closely paralleling that applicable to national
banks. Actually, on December 31, 1952, total mortgage
loans of member banks in this District amounted to
only about 42% of their total time and savings deposits.
Although some individual banks may be up to their
limit in this type of asset, all member banks as a group
still have ample legal leeway for further expansion.
Third, most commercial banks are limited by law
as to the terms under which they may extend conven
tional mortgage loans. National banks may not make
mortgage loans with a final maturity greater than ten
years and then only with an amortization schedule which
will pay off at least 40% of the principal over the tenyear period. Such loans may not exceed 60% of the
appraised value of the property. State laws vary from
following “ sound banking practices” to strict limitations.
These legal limitations generally do not apply to Gov
ernment insured or guaranteed mortgages.
Fourth, although Government guaranteed mortgages
(G I loans) are not subject to the various legal limi
tations on banks’ real estate lending, interest rate de
velopments over the past 12 to 18 months have made
their fixed 4% rate unattractive to bank lenders. In
this District, interest rates on conventional mortgage
loans (without Government insurance or guarantee)
are in the vicinity of 5% . T o what extent raising the
GI rate would divert a greater share of bank funds into
this type of loan is, of course, anybody’s guess; but a
higher rate would certainly make them more attractive
than they are at present to bankers.
Uncertainty in the Years Ahead
The demand for money to finance real estate pur
chases is a by-product of the demand for residential and
other classes of real property. Mortgages on one- to
four-family urban properties account for approximately
twro-thirds of the nation’s total mortgage debt. The
future demand for urban homes is, therefore, one of the
most important factors determining the demands made
on banks and other real estate lenders for mortgage fi
nancing.
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new housing. It is in this area, too, that builders have
their greatest promotional opportunities.
Underlying all other factors influencing the demand
for housing, and through it the demand for mortgage
financing, is the income level which will prevail over the
next several years. It is in this realm, however, that
forecasting is most suspect. Consumer behavior, busi
ness investing, Government spending and taxing, inter
national tensions, and a host of other economic factors
enter to influence the outcome. Should we experience
an increasing level of personal income, as we have in
each of the postwar years except 1949, the desires for
higher housing standards might well be realized suffi
ciently to offset the dampening effect of declining house
hold formation. Under these conditions, bankers should
be able to maintain their mortgage loan portfolios on a
par with present levels.
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Wholesale and Retail Trade Boost District's Business Loans
was much less than that which occurred over the com 
parable period last year. All other categories of busi
ness borrowers have relied on bank credit to a much
lesser extent thus far this year than last year.

Over one-third of all loans extended by member banks
in the Fifth District are for commercial or industrial
purposes. This category of loans experienced a sharp
decline over the first two months of this year— consider
ably more than is normally expected, as indicated in the
accompanying chart. Since the end of February, new
loans have been made at a fast enough rate to offset
the earlier decline, and the total amount outstanding
now is in excess of that at the beginning of the year.

Business loans in this District have deviated some
what from the national pattern in the period since the
outbreak of the Korean W ar. Through the first quar
ter of 1951 commercial loans increased rapidly both in
the District and in the nation as a whole, reflecting in
large part the need to build inventories to meet higher
trade levels. These loans declined, however, in the
Fifth District through the Summer and Fall of 1951,
and although they rose again during the early W inter
months, the rise was not sufficient to offset the earlier
decline. In the nation as a whole business loans rose
sharply throughout 1951, the total outstanding at the
end of the year being 19% above the year earlier figure.

The sharply increased demand for business loans
which made itself felt in this District and in the nation
as a whole during the first three weeks of March re
sulted primarily from the need for funds to meet higher
than usual tax payments on March 15. The Mills Plan,
accelerating corporate tax payments over a five-year
period, required 40% of the total 1952 tax to be paid
on or before March 15 this year. An additional 40%
is due on or before June 15, and an increase in demand
for short-term loans is expected just prior to that date.

Throughout 1952, business loan changes in this Dis
trict almost exactly paralleled those in the country as a
whole. The outstandings declined slowly but steadily
from the first of 1952 through July, at member banks
in the District and in the United States. In August,
however, business firms began to expand their bank
loans at a rapid rate and at the end of the year amounts
outstanding were 8 % above a year earlier both in the
District and the nation.

Wholesale and retail traders have been the principal
business borrowers this year, according to figures sup
plied by a sample of weekly reporting banks. Their
new loans have exceeded repayments on outstanding
BUSINESS LOAN PATTERNS
FIFTH DISTRICT WEEKLY REPORTING MEMBER BANKS
(Percent chonge from first of year)

+12

+12

Over the first two months of the current year busi
ness loans declined much more sharply in the District
than in the country as a whole— 5% as compared with
2 % . Since then the District’s business borrowers have
on balance come to their banks for new loans sufficient
to offset the decline of the first two months and to raise
the total amount outstanding to a figure just above the
first of the year. For the nation, after the moderate
decline through February, business loans outstanding
increased through mid-March to an amount 1% above
that at the beginning of the year. They then declined
through April 1 and remained with little change through
April 15.

1951
/

+8

/

+4

-------______1952
***

4

1953/

4

i

-6
January

i
February

March

-6
April

Note Weekly Wednesday figures in eoch year.

bank debt in every week since the first of February.
This new borrowing has raised their total bank indebt
edness over the period from the beginning of the year
to April 15, 1953 by an amount considerably above the
increase in the same period last year. Although these
firms borrowed heavily in the first half of March, pre
sumably to meet tax payments, their use of bank credit
extends beyond this period and reflects, in part, some
slowing down in collections from their own customers.

Although business loans are the most important sin
gle category of bank loans, they are a smaller percent
age to total loans in the District than in the nation. In
this District, business lending by member banks ac
counts for approximately 36% of their total— in the
nation it is 47% . Not only is the average ratio of busi
ness loans to total loans for all member banks in the
United States greater than the ratio for the District;
it has also been increasing at a much faster rate. The
ratio for the United States rose from 39% at the end
of 1945 to 47% at the beginning of this year. Over
the same period the District’s ratio rose from 34% to
36% after experiencing a slight decline up to the out
break of the Korean W ar, a decline not found in the
figures for the nation as a whole.

Sales finance companies in the District, according to
the weekly reporting sample of banks, increased their
bank indebtedness sharply over the first half of March
but since then have made net repayments, reducing their
loans outstanding to an amount below the level at the
end of last year. The reduction this year, however,
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Business Conditions and Prospects
ginia, Maryland and Virginia. Sales in the W ashing
ton metropolitan area were still somewhat sluggish, re
flecting the pause that usually occurs with a change in
national administration.

r o d u c t i o n by the Fifth District's chief industries,
which has continued to move along a high plateau
for some months, rose moderately in March, the latest
month of record. Whether such booming activity will
continue, particularly in the face of declining tension in
the international realm and the implication of some
downward revision in the high rate of defense expendi
ture, remains to be seen. But the fact is that most of
the statistical evidence continues to make good reading.

P

Department store inventories stood 8% higher than a
year ago and even with the February level (adjusted).
Their trend has been quite similar to that of sales. The
8% year-to-year increase in March as compared with
sales recalls the fact that the inventories-to-sales ratio
last year was lower than normal.

District bank debits, which provide a useful over-all
picture of spending, have surged upward ever since the
turn of the year, and stood at a new high level in March.
Member bank loans, which also furnish a reflection of
the favorable business climate, continued to move up
ward and, at the end of March, marked up a record to
tal. Employment continued tight, and unemployment,
conversely, was at its lowest point since the Fall of 1948.
Sales of life insurance in the District again resumed a
sharp upward trend, and March adjusted sales were at
an all-time high with the exception of a single month,
August 1950.

February’s sharp rise in instalment sales was not
continued in March. W hile March instalment sales
were 13% ahead of a year ago, they declined 21% (ad
ju sted ) from February. Similarly, outstanding orders
of department stores, while even with the adjusted Feb
ruary level, were 21%. higher than a year ago.
Furniture store sales (adjusted) in March dropped
15% from February, though remaining 5% ahead of
a year ago. Inventories of these stores rose 1c/c (ad
justed) during the month and were 8% above a year
ago. The reported sales decline appears to be tempo
rary and not unrelated to the “ Ides of March” and the
Federal income tax regulations.

Tobacco manufacturing continued its customary highlevel activity, though it is to be noted that brand com
petition is apparently sterner than ever. Trade levels,
which are practically always mixed, continued to be
quite satisfactory— with department store sales, auto
mobile sales and most lines of wholesale trade 011 the
upside, although furniture store sales were 011 the down
side.
On the other side of the ledger, it is to be noted that
construction contracts awarded during March declined
both from the February level and that of a year ago,
while bituminous coal, an industry almost chronically
in economic difficulties of one sort or another, barely
managed to hold at the February adjusted level and
found its Alarch output a sharp 20% under a year ago.
The District’s textile industry, which has been tor
tured with growing pains, a tickle public and price
problems in recent years, has been manifesting a rela
tively satisfactory situation— cotton spindle hours, for
example, rose 1% from February to March and stood
12% above a year ago ; hosiery output has been heavy,
running at the beginning of March 7% ahead of a year
a g o ; apparel plants have been operating at an all-time
high level; and rayon and acetate deliveries, after some
recession, were back in March to the January level and
sharply ahead of March 1952.

While new passenger automobile registrations in Feb
ruary did not match the fast pace set in January, the
February figures were 14% higher than a year earlier.
X ew commercial car registrations in February were
down 21% from January and even with a year ago.
Bitum inous Coal
Bituminous coal production in the District in March
held at the February level (adjusted) but output was
a sharp 20% under March 1952. The District’s out
put has declined more than the national because of the
substantial decline in coal exports and the sharp com 
petition with fuel oil along the Eastern Seaboard. F or
eign cargo shipments this year (through April 4 ) are
down from 10.6 to 3.8 million tons; most of this coal
came from Fifth District mines. The keen competition
between the fuels is evidenced by electric utility con
sumption figures— in January along the Eastern Sea
board from Delaware north to Massachusetts, coal con
sumption declined 3% from a year ago ; oil rose 73%
and gas 9 % . If industrial production continues at its
current extremely high level and lesser tension in in
ternational affairs lends a buoying effect to the export
trade, improvement should occur in the bituminous coal
business.

Trade
C onstruction

Department store sales in the Fifth District have
shown improvement, moving up 4% 011 an adjusted
basis from February and 4% above a year ago. Sales
in all states of the District showed some increase, with
particular strength noted in North Carolina, W est A ir-
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District construction contract awards (adjusted) de
clined 22% from February and 17% from a year ago.
All types of awards fell from January to February with
the exception of factory buildings, which showed an ad
: 10 y

May 1953

justed rise of 150% during the month. Relative to a
year ago, awards of all types were down with the ex
ception of commercial, which rose 76% . Year-to-year
changes showed the greatest drop in apartments and
hotels, 72% ; factory buildings, 41% ; public works and
utilities, 14%; ; other nonresidential, 10% ; and one- and
two-family houses, 2 % . Construction employment, al
though moving up seasonally, is running lower in most
states than a year ago.
Certificates of necessity for construction in the Dis
trict were valued at $33.4 million between the 26th of
February and the 8th of April, and compare with $54
million from February 2 to February 29 and $31 mil
lion in the first 28 days of January.

Textiles
In the District’s cotton textile industry in March the
number of spindle hours operated rose 1% from Feb
ruary to the highest levels since March 1951 and 12%
above March 1952. During March the new business
written by the mills was at a low ebb, and as a conse
quence the spread between spot and contract prices nar
rowed substantially; even contract prices showed some

slight easing. The mills, however, have sold most of
their first half-year production and this implies less con
cern over the slightly reduced prices. In late April,
renewed interest was witnessed in contract purchases
for delivery extending, in the case of print cloths and
broadcloths, to the end of the year. The level of busi
ness of converters has held up considerably better than
expected, and converters’ stocks are generally consider
ed low. Gray goods producers are heartened by the
early revival in business.
Hosiery production in the United States rose 2% in
February, after seasonal adjustment, to a level 7%
ahead of a year ago. Wholesale prices of hosiery in
March remained at the February level which was 2.5%
below March 1952. Retail prices of women’s hosiery
on April 1 were at the same level as a month earlier but
about 1% over a year ago. M en’s hosiery prices rose
fractionally in February and were also slightly higher
than a year ago. Returns from some department stores
in this District indicate that March sales of hosiery were
considerably above those of last year, influenced, no
doubt, by the early Easter.

F if t h D is t r ic t B a n k i n g S t a t is t ic s
50 R E P O R T IN G M E M B E R B A N K S

D E B IT S TO D E M A N D D E P O S IT A C C O U N T S *
(000 omitted)
March
March
1952
1953

(000 omitted)
3 Months
1953

Dist. of Columbia
Washington ---------- $1,123,291 $1,069,877 $ 3,094,557
Maryland
4,134,952
1,265,360
Baltimore ________ 1,484,472
23,189
75,900
23,892
Cumberland ______
24,344
69,141
22,081
Frederick ________
108,198
37,849
36,163
Hagerstown ______
North Carolina
62,975
59,386
183,522
Asheville __________
382,515
348,911
1,094,107
Charlotte _________
87,489
79,523
257,185
Durham ___________
119,346
105,682
346,516
Greensboro _______
61,703
19,634
18,817
Kinston ___________
618,015
238,958
190,656
Raleigh ___________
134,012
45,850
41,857
Wilmington ______
17,309
16,773
52,317
Wilson ____________
138,906
440,119
158,722
Winston-Salem
South Carolina
75,374
73,732
243,674
Charleston _______
152,933
140,733
466,236
Columbia __________
115,136
103,680
338,672
Greenville _________
65,330
198,342
67,602
Spartanburg _____
Virginia
27,418
25,467
72,971
Charlottesville ____
36,985
31,133
114,438
Danville ___________
49,610
44,319
143,966
Lynchburg _______
51,427
48,547
146,910
Newport News .
757,821
269,211
251,097
Norfolk ___________
27,349
90,069
33,097
Portsmouth ______
569,482
1,807,062
648,702
Richmond ________
357,282
124,652
118,315
Roanoke __________
West Virginia
52,644
133,304
45,248
Bluefield _________
152,494
493,783
166,714
Charleston _______
105,733
31,670
32,481
Clarksburg _______
75,565
215,845
69,500
Huntington _______
86,588
30,282
30,165
Parkersburg ______
District Totals _____ $5,823,018 $5,258,903 $16,442,940
^Interbank and U. S,, Government accounts excluded.
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3 Months
1952
$ 3,299,258
3,689,099
71,954
65,312
102,794
183,623
1,042,798
237,971
316,282
57,295
517,953
130,744
54,777
392,910
222,390
418,319
313,116
204,488
72,960
101,349
132,123
139,997
716,718
79,285
1,665,911
339,607
159,383
488,700
115,745
217,262
88,080
$15,638,203

Items
Total Loans ______________
Bus. & Agric. __________
Real Estate Loans _____
All Other Loans _______
Total Security Holdings
U. S. Treasury Bills ___
U. S. Treasury Certificai
U. S. Treasury Notes _
U. S. Treasury Bonds __

Change in Amount From
April 15,
March 11,
April 16,
1953
1953
1952
$1,393,983** + 23,126
+ 194,095
643,661
+ 12,887
+ 68,535
—
258,960
1,410
+ 13,837
507,628
+112,280
+ 11,677
_
_ 84,672
1,741,995
39,885
— 93,874
—
.
169,359
31,532
— 47,031
—
_ 123,215
8,084
— 2,364
—
282,195
2,077
938,043
4,401
—
+ 55,939

Other Bonds, Stocks & Secur.. 229,183
Cash Items in Process of C
.
329,546
Due From Banks _________
181,747*
Currency and Coin _______
77,424
Reserve with F. R. Banks .
553,566
Other Assets _____________
56,101
Total Assets ____________
4,334,362

6,209
+
+ 40,643
9,058
+
— 1,415
— 7,297
—
2,563
+ 21,667

3,327,177
2,443,251
Deposits of U. S. Government;
144,429
Deposits of State & Local Gov.. 200,896
Deposits of Banks ___________
461,508*
Certified & Officers’ Checks _
77,093
Total Time Deposits ___________
672,404
Deposits of Individuals
593,291
Other Time Deposits _________
79,113
Liabilities for Borrowed Money
23,200
All Other Liabilities _____
43,098
268,483
$4,334,362

+
—

+
+
—

+
+
+
+

24,477
39,339
40,686
3,818
1,839
21,151

11,326
10,199
1,127
—
13,900
—
761
525
+
+ 21,667

* Net figures, reciprocal balances being eliminated.
** Less losses for bad debts.

i i i !»

2,658
+
+ 13,603
9,385
+
1,371
+
+ 13,178
1,115
+
+ 148,075
+
+
+
+
+
+

84,400
65,787
294
5,971
2,373
9,975

+ 26,266
+ 25,720
546
+
+ 12,600
+ 12,877
+ 11,932
+ 148,075
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S E L E C T E D IN D E X E S

B U IL D IN G P E R M IT FIG U R E S
M arch
1953

Avg. Daily 1935-39 = 100— Seasonally Adjusted
% Chg.—
Latest
M ar.
Feb.
M ar.
Prev.
1953
1953
1952
Mo.
Automobile R egistration* ______ ___ ___ 155
154
— 16
Bank Debits _____________________ 490
477
445
+ 3
Bituminous Coal Production ___
111
112r
139
— 1
Construction Contracts ________
405
520
489
—22
Business Failures— N o. ________
40
45
44
— 11
Cigarette Production ___________ 243
255r
224
— 5
Cotton Spindle Hours _________
163
162
146
+ 1
Department Store Sales** ____
122
117r
117
+ 4
Electric Power Production ___ ___ ____404
363
+ 2
0
M anufacturing Em ployment* „ ___ ____157
152
Retail Furniture:
N et Sales __ 194
227
185
— 15
Life Insurance Sales ___________ 394
368
338
+ 7
* N ot seasonally adjusted.
** 1947-1949=:100.
Back figures available on request.

Sales in
March 1953
compared with
M ar.
Feb.
L IN E S
1952
1953
Auto supplies (8 ) _____
- 8
+ 19
Electrical goods (5)
-1 1
0
Hardware (13) _________ ----+11
+ 15
Industrial supplies (11) ______ + 6
+ 15
Drugs and sundries (12)
- 1
- 6
D ry goods (13) _________
\-ll
- 5
Groceries (53) __________
- 9
-12
Paper and products (7)
-10
-1 0
Tobacco products (11)
- 9
- 6
- 4
Miscellaneous (88) _____
-15
+ 9
District Totals (221) -----+ 6

Mo.
Yr.
Ago.
+ 14

+10
—20
— 17
— 9

+11
+ 4
+ 9
+ 3

+ 12

+ 5
+ 17

Stocks on
March 31., 1953
compared with
Mar. 31
Feb. 28
1952
1953
+
+
+

2

+ 4
— 1
+ 2

+ 2
— 3
0
— 1
— 3
+ 2
+ 4

+29
+21
+ 8

— 7
0
0

3
1

— 3

Baltimore ______ __$ 4,605,700
Cumberland
49,225
Frederick ______
55,750
Hagerstown
54,528
Salisbury
___
81,912

Other
Cities

Dist.
Totals

+

4.9

+

9.9

+

8.9

Sales, 3 Mos. ending M ar. 31, ’53
vs 3 Mos. ending M ar. ’52 + 3.6

+

4.7

+

0.8

+

7.0

+

4.9

Stocks, M ar. 31, ’ 53 vs ’ 52 ..

+

5.4

+

4.0

+

7.3

+

5.8

+

9.2

+ 11.4

+ 2 3 .6

+ 2 5 .2

+ 19.1

+ 21.5

31.8

49.6

42.0

36.9

41.1

11.7

14.5

14.4

16.2

14.1

Md.

D .C.

Va.

W .V a .

N .C .

S.C.

________________ + 1 0 .8

+ 4 .9

+ 7.8

+ 11.3

+ 10.1

+ 15.2

Open account receivables Mar
collected in M ar. ’ 53 ______
Instalment receivables M ar. 1
collected in M ar. ’53 ______

.1

Sales, M ar. ’53 vs M ar.
’52 ____
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$15,929,325
130,825
795,457
916,263
212,124

$14,762,630
63,100
957,357
360,591
281,724

1,522,576
853,901
567,634
5,982,506
352,400
770,210
4,121,573
2,621,500
378,325

782,020
584,526
4,739,590
4,101,030
508,924
4,612,772
4,676,961
2,856,785
440,825

W est Virginia
Charleston ____
Clarksburg ____
Huntington

766,514
79,136
590,609

926,734
68,700
395,836

1,982,444
1,038,586
1,208,074

1,407,207
215,120
870,687

300,730
3,157,921
407,153
1,121,469
231,503
1,010,860
152,666
129,080
736,588

600,243
1,594,895
2,071,779
551,030
199,985
1,618,420
263,135
50,027
1,095,866

545,214
9,189,553
2,079,770
3,360,330
1,293,808
3,018,045
1,808,775
450,081
1,828,972

998,338
6,802,694
2,911,024
1,956,404
706,055
5,633,547
879,532
192,077
2,706,202

102,464
569,492
457,450
100,592

99,339
788,786
413,150
147,110

834,112
1,466,427
1,465,950
243,688

366,766
1,905,981
1,708,327
427,424

North Carolina
Asheville _______
Charlotte _______ ..
Durham ________
Greensboro _____
High Point
Raleigh ________
Rocky Mount ...
Salisbury ______
W inston-Salem

Dist. of Columbia
W ashington

+ 1 1 .1

Outstanding Orders
M ar. 31, ’53 vs ’52 _______

$ 4,384,700
32,900
453,650
167,936
72,762
252,834
288,312
181,012
1,248,270
171,305
260,762
2,097,714
789,277
128,950

D E P A R T M E N T ST O R E O P E R A T IO N S
(Figures show percentage changes)

7.0

3 Months
1952

518,119
360,840
334,739
4,415,289
188,200
269,980
1,868,256
1,196,489
205,425

South Carolina
Charleston _____
Columbia _______
Greenville ______
Spartanburg

Number of reporting firms in parentheses.
Source: Departm ent of Commerce.

+

3 Months
1953

Virginia
Danville ________
Lynchburg ____
New port News
Norfolk ________
Petersburg ____
Portsmouth
Richmond ______
Roanoke _______
Staunton _______

District Totals

M etropolitan Areas
Rich.
Balt.
W ash.

M arch
1952

Maryland

W H O LESALE TRADE

Sales, M ar. ’53 vs M ar. ’52 ..

Da t a

6,233,838

3,344,418

15,350,152

11,236,478

$30,352,517

$24,759,837

$82,318,600

$80,652,698

R E T A IL F U R N IT U R E SALES

STATES
Maryland (6 ) ________
Dist. o f Col. (7 ) ___
V irgin ia (17) _______
W est V irgin ia (10) _.
N orth Carolina (14)
South Carolina (6 ) _.
District (60) _____

Percentage comparison o f sales in
periods named with sales in same
periods in 1952
March 1953
3 M os. 1953
+ 5
+ 7
— 7
— 11
+ 6
+ 3
— 6
+ 2
+ 2
+ 4
+ 16
+ 8
— 1
— 3

I N D I V I D U A L C IT IE S
Baltimore, Md. (6) _______________
W ashington, D. C. (7 ) ___________
Richmond, V a . (6 ) _______________
Charleston, W . V a . (3 ) __________
Num ber of reporting firms in parentheses

-i 12 V

+ 7
— 7
+ 3
+ 13

+ 5
— 11
— 2
+41

