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Prospects for the Credit Markets in 1978

“American credit markets in
1978 will face their most difficult
challenge since the current econo-
mic expansion began in early
1975.“

This is the conclusion reached by
Henry Kaufman, general partner
and economist, and James Mc-
Keon, vice president and senior
capital market analyst, Salomon
Brothers, New York, who believes
that credit demands will move
toward $350 billion compared with
$323 billion in 1977.

“Needs for funds in three key
sectors — household, business, and
the Federal government — will
intensify the credit creation explo-
sion already evident this year.
Financial capacity will be strained
somewhat more than in 1977,
increasing market pressures and
resulting in a disappointment
among some would-be borrowers.

“Short-term interest rates will
rise irregularly to levels about 1.25
to 1.75 percentage points over
current rates. Long-term yields, as
measured by high-grade utility
bonds, should approach or exceed
9%. Quality yield spreads should
widen again.”

The report noted that real
savings formation will not match
the rise in demand, so that

somewhat greater monetary accom-
modation will be needed.

However, these developments
should not hamper economic
growth next year even though more
adverse conditions will prevail at
the close.

Real economic growth is ex-
pected to be in the 414 % to 5%
range while the inflation rate is
projected to rise to 6v2%. These
assumptions are based on only a
modest decline in the high rate of
personal consumption, higher resi-
dential construction, larger capital
spending than now envisaged, and
bigger governmental expenditures.

Kaufman and McKeon make
these major points in their analysis
of the credit market outlook:

—The external financing needs of
business corporations will soar to
over $100 billion, a record that will
be 21% higher than this year’s
estimated $84 billion and 2.6 times
greater than the 1975 cyclical low.
The biggest change will be in net
new borrowings from commercial
banks, at $28 billion compared with
$18 billion this year. Borrowings by
non-financial businesses from the
commercial paper market and at
finance companies will also remain
extremely large. Total short-term
borrowings by non-financial busi-
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ness corporations will reach $42
billion compared with $33.3 billion
in 1977. These businesses are
expected to increase their net
issuance of corporate bonds to $27
billion this year. Internal cash
generation will rise only marginally
despite an anticipated increase in
pre-tax profits of about 8%.
Liquidity building will slow;
four-fifths of external financing will
be for capital goods and inventory
expenditures.

—The household sector will
continue to provide the bulk of new
spending. Consumer instalment

borrowing will rise at a slower rate
than in 1977 this year, but
nevertheless will reach a new record
of $36.5 billion, which is not an
unsustainable rate.

The housing market will become
increasingly tight. Housing starts
will decline moderately to 1.9
million in 1977, but completions
will continue to rise sharply.
Residential and other mortgage
demands are anticipated to increase
from $116 billion in 1977 to $123
billion next year, with Federal
credit agency programs providing
$26 billion compared with $22
billion this year. This will leave $97
billion to be financed in the private
market which will be noticeably less
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A good
correspondent
bank relationship
is still built

by good people.
Yours and ours.

Terry Martin
Vice President

New Fed Chairman

G. William Miller has been
named chairman of the Federal
Reserve Board by President Carter.
Mr. Miller is chairman and chief
executive office of Textron, Inc.,
Providence, R.l. He will succeed
Arthur Burns, who will continue on
the board.

FDIC To Notify Directors
Of Problem Bank Status

Chairman George A. LeMaistre
of the Federal Deposit Insurance
Corporation (FDIC) has announced
that after January 1, 1978, the
members of the board of directors
of an insured state nonmember
bank will be formally notified if
their bank is considered to warrant

inclusion on the FDIC list of
problem banks.
Initiation of the notification

procedure does not change the
Corporation’s policy of maintaining
the confidentiality of an individual
bank’s problem status.

Call your roving

correspondent
at Bankers Trust

Use our toll-free WATS line: 800-362-1688

Call me
toll free .. .
800. 332-5991
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National Bank 151
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lowa News

DES MOINES: The SBA farm
drought disaster office has ex-
tended the filing deadline to
February 23, 1978. Also the office
has moved to Third and Keo Way.
To date 4,200 applications for $174
million have been received and the
SBA has approved 800 Iloans
totaling $26 million. The largest
was for $400,000, the smallest for
$2,000.

FAYETTE: William B. Dohrmann
of Miami, Okla., and Albert C.
Duroe of Jesup, have purchased
controlling interest in the State
Bank of Fayette. Mr. Dohrmann
will join the bank as president and
Mr. Duroe will become chairman.
Mr. Dohrmann is originally from
Hampton, and is an agriculture
graudate of lowa State University,
Ames. He has been with Hormel for
the past 14 years.

MINEOLA: Wilbert C. Kruse has
been promoted to vice president of
Mineola State Bank. He has been
with the bank since June of 1971.

OTTUMWA: The name of the
Market Street office of the First
National Bank has been changed to
the Burgason Office in honor of one
of the bank’s employes, Rosetta M.
Burgason. Ms. Burgason, assistant
vice president and manager of the
office, joined the bank in 1947.

SIOUX CITY: First National Bank

For
Northwestern’s World of Service

Jerry Just

Northwestern

Bank

Of Sioux City

An Affiliate of Northwest Bancorporation —

las announced the following three
promotions: Kent Wigg to assis-
tant vice president and manager,
soon-to-be completed Plaza Office
at 2900 Hamilton Boulevard, Mary
E. Petty to assistant manager,
Plaza Office; and Stephen Sargent
to assistant manager, Morningside
Office at 4608 Morningside Avenue.
Mr. Wigg formerly was assistant
manager, Morningside Office; and
Ms. Petty and Mr. Sargent were
family banking officers, main bank.

WATKINS: Funeral services were
held recently for Alfred Joseph
Schmuecker, 75, retired Watkins
banker. From 1929-69 Mr. Sch-
muecker was cashier of the Watkins
Savings Bank, retiring as executive
cashier.

Nebraska News

LINCOLN: Gateway Bank & Trust
has announced the following
promotions and elections: James A.
Kruger, executive vice president;
Mike Fosdick, loan division, and
John McLaughlin, operations, vice
presidents; Dennis Beranek, assis-
tant vice president, loan division;
Alan Austin, assistant cashier, and
James Melton, loan officer.

Bernie Lattyak

Your Man
on the First Team.

BERNIE LATTYAK
Assistant Vice
President

712/277-1500
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We're
Interested In

services that give you a
lot of help for your
money.

Voldy vanags
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Illinois News

About 600 Illinois bankers will
examine current credit and instal-
ment loans issues at the Illinois
Bankers Association 30th annual
Consumer Credit Conference, Jan-
uary 12-13 at the Hyatt Regency
O’Hare in Chicago.

The conference will extend
information in such issues as the
“Risks and Pitfalls of Regulations
B & Z, The Compliance Officer,
New Collection Procedures, and
Federal and State Legislative
Update.

CHICAGO: H. Peter DeRosier has
been advanced to vice president by
the National Boulevard Bank. He
joined the bank’s correspondent
department in 1969.

CHICAGO: Merchandise National
Bank has announced the elections
of Joseph F. Henmueller to vice
president and James G. Sauer to
assistant vice president. The bank
also announced the opening of its
new facility in Chicago’'s Apparel
Center.

HERSCHER: State Bank of

J

Call our
Bond Department

For up-to-the-minute,
accurate information

Jim is ready to help you.

As our new associate in
the correspondent bank de-

partment,

Jim Eick will J

show you that we do your J§

& k kind of banking.

{TALCITY BATIK

CAP
Des Moines' second largest independent bank. Main Bank East Fifth and Locust 50309 515/244-5111

Herscher has received consent to
exercise limited trust powers.

Minnesota News

MAPLEWOOD: Carol A. Kennedy
has been elected cashier of the
Maplewood State Bank.

WILLMAR: Eight women em-
ployes of Citizens National Bank
have been on strike since before
Christmas. Several months ago
they organized independently as
Willmar Bank Employees Associa-
tion and have been certified by the
NLRB. They claim sex discrimina-
tion and also demand higher base
pay levels.

Colorado

DENVER: The Colorado Bankers
Association has filed a petition with
the Colorado Banking Board asking
it to restrain Merrill Lynch
investment firm and City National
Bank of Columbus, O., from
continuing to operate their Cash
Management Account that has
been offered since last September.
The CBA maintains they are
conducting a banking business in
Colorado illegally.

South Dakota News

ARMOUR: First State Bank has
increased its capital from $125,000
to $250,000.

ARTESIAN: Live Stock State
Bank has changed its location from
Artesian to 100 East Havens and
Main Street in Mitchell.

LAKE ANDES: Andes State Bank

has increased its capital from

$60,000 to $120,000.

CREDIT MARKETS...cccoooiiiiiiiene
(Continued from page 1)

able to extend credit freely.
—Federal expenditures are ex-
pected to increase sharply, an
extraordinary development for the
fourth year of a business recovery,
when revenues usually accelerate
while the rise in expenditures
slows. This will provide a boost to
economic activity. The combination
of Treasury and Federal credit
agency borrowings, net of Federal
Reserve takedowns, will grow from
this year's $72.6 billion to an
estimated $84.2 billion in 1978.
However, because of the sharp
upsurge in private credit demands,
the Federal needs for funds will be
only 26% of total taxable credit
market financing compared with
54% in 1975. Taxable credit
demands are estimated at $327

Serving you meons keeping
abreast of changing
opportunities so you won't
hove to.

Call and
find out
what's new.

Phone 319-
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40 IOWA BANKS-OWNERS OF THE IOWA NEW OUTLOOKS ASSOCIATION
INVITE YOU TO ENJOY MORE

CHECKING ACCOUNT PROHTS

THROUGH THE NEW OUTLOOKS CLUB-AMERICA’S MOST SUCCESSFUL
MOST PROFITABLE PACKAGE CHECKING PROGRAM.

CALL THE IOWA NEW OUTLOOKS ASSOCIATION: 515/382-5363

billion in 1978, twice the 1975 level.

Because of the enlarged loan
demands by business, mortgage
borrowers and consumers, the

burden of financing Federal needs
will fall on two groups. Foreign
central banks are expected to
provide $29 billion compared with
$28 billion this year, while
individual investors will need to
take a stupendous $32 billion
compared with $11 billion in 1977.
—State and local government
bond issuance is expected to fall
sharply to $38 billion from this
year's record $43.6 billion. Net of
maturities, state and municipal
debt will rise by about $21 billion,
or 7.7% next year, compared with
$30 billion or 12.2% in 1977.
While commercial banks, faced
with larger loan demand, may not
be as large a buyer of tax-exempt
issues in 1978, fire and casualty
insurance and tax-exempt bond
funds may very well expand their
buying. Within the tax-exempt
category, issues to finance indus-
trial aid and pollution control
facilities, are projected to rise to a
new high of $4 billion as against
$3.4 billion in 1977. An important
assumption is that tax-exempt
yield levels will not advance next
year as much as taxable levels.

Among institutional investors,
thrift institutions will face a
slowdown in the inflow of funds,
long-term institutional investors

such as insurance companies and

Calonuslra

Tal free 800-362-1615 M

Correspondent Bank Department’

Central National Bank & Trust Company
‘ DES MOINES,IOWA

AFFILIATED WITH CENTRAL NATIONAL BANCSHARES, INC.

pension and retirement funds, will
continue to move away from equity
investments and further into
corporate and foreign bonds and
commercial mortgages, and com-
mercial banks will finance rising
loan demands through increased
borrowing in the open market.

WANT ADS

Rates 40 cents per word per
insertion. Minimum: 12 words
NORTHWESTERN BANKER
30615th St., Des Moines, lowa

BANKERS PARTICIPATING ¢ taAtPitiH
by

tihbubect ZPetovicsb, 3nc.

545 - 31 st Street
Oes Moines, lowa 50312
R.L. "DICK" SELLON**P.D. "DUANE" DEVAULT

FOR SALE
NCR 18 pocket proof machine, new in 1966. NCR 2
pocket encoder, new in December, 1972. Both under
service contract. Reasonable. St. Ansgar State Bank,
St. Ansgar, la. 50472. 515/736-4501.

POSITION WANTED

29 yr. old college graduate with 5 years experience in
PCA wishes to join aggressive agricultural lender in
the midwest. Contact James Godke, R.R. 1,
Milledgeville, 1ll. 61051. 815/225-7304.

BANKERS PERSONNEL SEARCH, INC.
321 Stephens Building
Des Moines, lowa 50309
515/282-4446  or  515/961-5419
Harriette Allison, President
Employer Paid Fee Confidential
Bank Personnel Only

pppIn

WILLIAM B.
GREAVES

EDDIE A
WOLF

RICHARD
BRO

RAYMOND
SCHNEIDEF

FOR SALE

12’ x 36" Modular Drive In/Walk In Bank Unit. Fully
equipped with drive in window, night depository,
bullet resistant walk up window, alarm system,
electronic heat and air conditioning, carpet and
drapes. Available January 1,1978. Contact: Financial
Products, Inc., Box 1035, Eau Claire, Wis. 54701. Ph.
715/835-8160.

FOR LEASE

Fully equipped, 1000 sq. ft. double-wide trailer for
aux. banking facility. Has 2 officer, 2 restrooms,
night depository, drive-in window, coin chests, coin
counter and wrapper, camera and alarm system, and
much more. Available within 30 days. Contact Bob
Blank, Cornhusker Bank of Omaha, 90th & Bedford,
Omaha, Nebraska - 402-571-2300.

SERVING PROFESSIONALLY

Banking, Financial A Business Personnel
lowa and Nationwide

CAPITAL PERSONNEL SERVICE
204 Securities Bldg. 515-283-2545
Des Moines, lowa 50309

POSITION AVAILABLE

Opportunity in Southwestern Minnesota Bank in
Commercial Loan Dept. Present portfolio about
$30MM. Some experience required. Contact Western
Bank & Trust Co., Marshall, Minn. 56258. Attn: D. O.
Aschbrenner, Pres.

POSITION AVAILABLE

Number two man for $14MM bank in a town of 1,100
in North Central Illinois. Must have experience and
capable of taking over management in six to seven
years. Salary is open. Full pension and profit sharing
plan available. Send resume to Box AAW, c/o
NORTHWESTERN BANKER CO., 306 - 15th St., Des
Moines, lowa 50309.

POSITIONS AVAILABLE

TRUST OFFICER—Handle dept, for $50MM
suburban bank. Must be aggressive and
business development oriented. Law
Degree Not NECESSArY.....cccciviieiiiiiieieeieend $20,000

PLATFORM OFFICER—$40 MM rural bank
located in Missouri resort area. Prefer
lending background—instalment, real
estate and commercial.........ccccoocciiicns $18,000

INSTALMENT LOAN—1-3 yrs. bank experi-
ence with overall knowledge of consumer
lending procedures ........cccceoevveiiniieiniennnns $14,000

CASHIER—#2 position in $10MM rural lowa
bank. Should have ag lending background
as well as operations........cccccvvivneninnd $20,000

COMML LOAN—Senior position with oppor-
tunity to become CEO. Metro area; bank
BBOMM s $30,000

Many other fine opportunities available. If you are
seeking a new position, call or send full resume’ and
salary history. All inquiries held in confidence.

TOM HAGAN &ASSOCIATES

Box 12346, 208 E. 18th Ave.
NKC, MO 64116 (816) 474-6874

"IT TAKESA BANKER TOKNOW ONE"
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