C@Ptized for FRASER

BANKING AND MONETARY DEVELOPMENTS IN SEPTEMEER 1956

Summary. Total loans and investments at all commercial
banks increased In September as continued loan expansion more than
offset sales of U. S. Government securities, Demand deposit and
currency holdings of businessed: @hd:4dd IRESERY EnBeggpa on a
seasonally adjusted basis, Net boxyo v, Igf all member
banks declined, Some short-term ggiey8§2§§5§$r§i rose further
in late September and early October. OCT ] {354
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in September, reflecting a $1,100 million expansion in loans offset
in part by reductions in holdings of U, S. Government securities, as
shown in Table 1, Expansion in business loans accounted for moat of
the loan growth, but real estate, agricultural, and security lcans
also increased. lLast year in September, growth in total bank credit
was larger, $800 million; loans expanded more than this year, $1,300
million, but U, S. Govermment securities declined about the same,
$500 million. Expansion in business loans was of about the same
magnitude in the two years but that in real estate and consumer locans
was larger last year.

Business loans increased $600 million in September, about
the same as a year ago, and generally comparable with increases in
1951 and 1952 and larger than those in 1953 and 1954. Banks in New
York City accounted for 80 per cent of the increase as they contin-
ued to raise their share in the business loan expansion at city banks;
last year in September, New York banks had accounted for 40 per cent
of the growth. During the first half of 1956, New York City banks
had accounted for about 45 per cent of the $2.2 billion growth at
weekly reporting banks, In the third quarter of the year, almost
75 per cent of the business loan expansion was at New York banks.

During September, total loans and investments increased
$185 million at banks in New York City whereas they declined $50
million at banks in other weekly reporting citles. Most of the total
loan expansion-at city banks occurred in New York--$450 million of
the total $610., While banks in New York City reduced their holdings
of U, S. Government securities fairly substantially, $280 million,
these sales offset the lcan expansion only in part., At banks in
other leading cities, Government security holdings declined $200
million,.

Not for publication

http://fraser.stlouisfed.org/

Federal Reserve Bank of St. Louis




-2-
Table 1

Estimated Changes in Loans and Investments at All Commercial Banks

(In billions of dollars)
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1/ Less than $50 million,

$300 million at end of October 1955 to correct classification errors.

g/ Level of business loans increased by, and real estate loans decreased by,
No back

figures revised; most of the misclassification probably occurred during 1955.
Note: Figures for September 1956 are estimates and subject to change. Preliminary
data for September will be shown in the Board's statement, "Assets and

October.

L

pany for acquisition of a subsldiary.

September, as shown in Table 2,
largest growth due principally to borrowing by one large oil com-
Borrowing by food processors

Outstanding loans in most business categories rose in
Petroleum concerns showed the

was larger than last year while that by commodity dealers was

Consumer
slightly smaller,

strike,
e

The increase in locans to commodity dealers in
September, however, was much below the rapid rate of growth in these
loans in July and early August, which had reflected in part the need
for funds to finance exports of cotton released by the CCC,
to metals menufacturers increased somewhat in mid-September following
steady declines which had begun in July at the onset of the steel
Sales finance companies were the only business category to
show a reduction of any volume in outstanding borrowing during
September, and this presumably reflected in part repayment of bank
loans following recent long-term financing. Most of the new borrow-
ing by petroleum concerns occurred at banks in New York City.

Loans

Loans

Liabilities of All Banks in the United States", available at the end of

to public utility concerns and metals manufacturers also rose at these
banks whereas they declined at banks in other cities. -
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o . Table 2
Changes in Commercial and Industrial Loans ;I._/
(In millions of dollars)
9 1956 | 1955 1951 19568 - 19550 Jui%ul
' J 2
| Business of Borrower Aug: 50 _SepE. 1s Aug: 25 un-e. ? uni % 3’.
\ Septs 26]Septe 28|Septe 29{Septs 26|Septs 28|Septs £
| Food processors +187 +128 +16l +201 +123 +1Ll
| J Commodity dealers + 81 +113 +12) +330 +208 +235
| Trade concerns + 65 + 62 + 63 + 63 +122 + ;5
i Total ¥333 | %303 | ¥351 | ¥BoL | W53 | L2k
Sales finance =108 =126 - 8L =17k +112 ~1L2
® A1l other - total +3L2 | +231 - 38 +5L9 +672 | =378
Metal and metal products + 17 + 5 ~L7L =212 - 9 =106
Textiles, apparel, and _ ’
leather + 17 + 75 + 20 + Sl +181 + 96
Petroleum, coal, etcs +228 + 17 + 2 +3L6 + 55 - 38
Other manufacturing
® and mining +19 + 20 + 9 +15) + 66 + 2
Public utilities + 50 + 50 - + 73 + 93 ~100
Construction -1l + 26 + 2 - 11 + 63 + 37
A1l other types of '
business + 25 + 38 + 81 +135 +223 + 55
o Total = Classified +567 | +L07 | +229 | 4969 [+1,237 | =79
Unclassified - 35 + 82 +13 =115 |2/- 78 |3/-7%0
Total change +532 +,89 +2L@ | +88h |[2/+1,159|3/-869
¢ 1/ Data for 1955 and 195k include agricultural loanse
2/ CCC certificates of interest may have declined about $300 million,
3/ © CCC certificates of interest may have declined about $500 millions
®
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During the third quarter of 1956, business loans at city
banks increased $850 million compared with about $1,450 million
(after adjustment for CCC certificates) last year, ILoans to metals
manufacturers, construction firms, and sales finance companies de-
clined in 1956 whereas last year, the first two categories had in-

@ creased and the third had declined only nominally, Also, loans to
textile manufacturers, trade concerns, and "other businesses" in-
creased less than last year., On the other hand, loens to petroleum
concerne, food proceasors, and commodity dealers increased considera-

bly mors in 1956 than in 1955.

@ Real estate loans increased further in September but expan-
sion continued to be at a slower rate than in 1955. Consumer loans
increased only slightly in September compared with a rise of $200
million last year, Agricultural loans, however; rose $300 million
vhereas last year, they had shown little change. Security loans
increased slightly in September as expansion late in the month more

L) than offset earlier declines., These loans had been declining steadily
at weekly reporting banks since late July. Press comuent and other
reports indicate that in this period, there was a substantial shift-
ing of brokers' loans from mein financial centers to non-reporting
banks.

| Total loans and investments at all commercial banls in-

| creased over $1 billion during the third quarter of 1956, almost as

| much as the growth in total loans. Holdings of U. S, Government

| securities declined slightly, as increases in August, reflecting

| bank acquisitions of new Treasury certificates, were offset by prior
and subsequent sales. In the third quarter of 1955; total bank credit

& had expanded over $1.5 billion. Loans increased $2.7 billion, about
twice as much as this year, but holdings of U, S, Government securi-
ties declined much more.

The appended table, "Loans and Investments at All Commercial
Banks," shows types of outstanding loans and investments monthly for
] recent years and quarterly or annually for previous years.

Deposits and currency. Preliminary estimates indicate
that demand deposits and currency held by businesses and individuals
may have increased about $400 million on & seasonally ajdusted basis
in September, as shown in Table 3., So far this year, the active

o money supply has increased at an annual rate of around 3/4 per cent
and at the end of September was about 1/2 per cent above its year-
ago level, During the third quarter of 1956, geasonally adjusted
deposits and currency declined $300 million compared with an Increase
of $1,400 million in the comparable period last year.
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) Table 3
Estimated Changes in Depoasits and Currency
o (In billions of dollars)
1956 1955 1956 1955 Year ending:
Item Aug. 30- |[Sept. 1-|June 28-[July 1-|Sept.26, [Sept.25,
Sept.26 |Sept.28 [Sept.26 |Sept.28! 1956 1955
Y Seasonally adjusted data 1/ - : ' : : '
Demand deposits adjusted + 0.4 + 0.7 - 0,2 + 1,3 + Ok + 3.8
Currency outside banks 2/ - 0.1 - 0,1 + 0, + 0.4 | +0.3
Total + 0.4 0.6 - 0.3 + 1.4 + 0.6 + b4,1
Unadjusted data 1/ ‘ ' : ' :
o Demand deposits adjusted + 0.7 + 1.0 + 0,2 + L7 + 0k + 3.7
Currency outside banks 2 -0l | _2/ | -0:2| +0:3 | +0:3
Total + 0.7 + 0.9 + 0,2 + 1,51 4+ 0.7 + 450
Time ‘deposits + 0.3 + 0:3 + 0.7 + 0,6] + 3.4 + 3
U. S, Government deposits - 0,2 - 0.5 + 0.2 - 0.7 +.1.0 - C,1
Total + 0,8 + 0.6 + 1.2 + 1,3| + 5.2 + 7ok
®
Factors affecting deposits (signs indicate effect on deposits and currency)
end currency
Bank loans and investments- ‘ ' ' : ' :
other then U, S. Govt. sec. 3/| + 1,3 | + 1.4 | +1.7 | +3.2] 1.9 | +13:9
Commercial + 1.1 + 1.3 + 1.3 ¥ 2.8 ¥ 9.5 +11.6
Mutual savings -~ - + 0.2 + 0,2 + 0.6 + 0.6] + 2.5 + 2.3
Bank holdings of U. S.. ' ' : : : -
Government securities: - 07 - 0.5 - 0,1 - 1,2 - 6.4 - 6.0
Federal Reserve - 0,1 0.1 + 0.1 + 0:1] - 0.1 - 0:3
Commercial - 0.6 0.5 - 0.1 - 1.3] - 5.7 - 5.3
Mutual savings and other 2 2 - 0.1 2/ - 0.6 | -0.k
Gold stock and foreign ‘ ‘
deposits at F, R. Banks + 0:1 2/ 2/ 2/ | +0:3 2/
Other factors + 0. - 0.3 - 0.4 - 0.7 =- 0.6 - 0.8

1/ Seasonally adjusted data are for last Wednesday throughout; unadjusted data are
Tor last Wednesday except in case of June and December call dates, when available,
Unadjusted data from the end of June are not strictly comparable in view of the
fact that June 27, 1956 1s being compared with June 30, 1955. Usually, however,
demand deposits adjusted decline and currency outside banks increase in roughly
comparable amounts between the last Wednesday and the 30th of June; therefore the
total privately-held money supply mey have been about unchanged between June 27
and June 30. '

2/ Less than $50 million.,

;/ Total includes foreign loans on gold and holdings of bankers' acceptances at the

Federal Reserve; changes in these items are generally relatively small., In additionm,

even if there were no changes in these items, changes at commercial and mutual

savings banks would not necessarily add exactly to total change, which is "net",
because of bookkeeping discrepancies between various banking records.

Note: Date for September 1956 are estimates and subject to change., Prelimlnary
data for September will be shown in the Board's statement, "Assets and
Tiabilities of All Banks in the United States" available at the end of
October,
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Table L

o Free Reserves

(Excess reserves minus member bank borrowings;
based on average of daily figures; in millions of dollars)

.
® Period meﬁxh}c;r New York Chicago Rgii;ve Country
195L:z December 159 ~ 50 - 16 - 26 550
1955: August - 189 - 139 - 61 » 342 353
September - 285 - 127 - 11} - Lo9 365
o October - 360 - 150 - 137 - 416 3Lk
November - 191 - 265 - 67 - 501 311
Decenber - 245 - 161 - 83 - 338 338
19563 January ~ 255 - 198 - 83 - 353 379
February - 266 - 138 - 103 - 336 310
o March - 4,08 - 17 - 256 - 298 319
April - 533 - 167 ‘ - 262 - 1129 32L
May - 504 - 88 - 153 - 168 205
June - 195 - 33 - 111 - 356 305
July - 139 - 108 - U8 - 34l 360
August - 339 - 158 - 72 - 382 27k
® September - 194 - 204 - 93 - 296 1,00
1956t Auge 29 - 127 - 205 ~106 | =299 183
Septe 5 - 353 - 131 - 56 - 350 18L
12 - 318 - 307 - 76 - 358 L23
19 élL - 166 - 88 - 242 560
o 26 - 166 - 166 - 133 - 269 Lo2
Octe 3 - 292 - 218 - 108 - 324 358

Note: Data for second half of September and October are preliminarye

Demand deposits adjusted are estimated to have increesed
about $700 million in September, all of which occurred at banks oute
side leading cities. In September of other recent years, as well,

@ deposits have increased substantially at non-weekly reporting banks
and in some years there have been large declines at reporting banks.
U, S, Government deposits declined $200 million in September as ex-
penditures early in the month were almost offset by subsequent re-
ceipts as quarterly tax payments were processeds On September 26,
U. S. Government deposits were at a level of $6.1 billion, still rela- -
® tively high. Time deposits increased $300 million further in September.
On balance, total deposits and currency rose $800 million over the
month reflecting principally credit expansion-at commercial and mutual
savings banks, Federal Reserve holdings of U, S, Government securities
declined,

D@tized for FRASER
‘http://fraser.stlouisfed.org/NOt for publication

Federal Reserve Bank of St. Louis




-7 -

°® V Table 5

Changes in Member Bank Reserves, with Relevant Factors
(Monthly average of daily figuress in miilions of dollars)

“Jeptember July = Septes lear ended beptembe
® Ttem 1956 1955 | 1956 | 1955 | 1956 | 1955
Member bank reserve balances
Total + 241 - 17|+ 91 |~ L + 313 | *+ 308
o
Excess reserves 1/ + 39 | « 13| + 24 - 6 + 35 - 212
Required reserves 1/ + 202 - L|+ 67 + 2 + 278 | + 520
Principal factors A (signs indicate effect on reserves
® Currency in circulation - 153 - 131 | - 267 ~ 370 - 383 - 129
Gold stock and foreign {
accounts L - 13 + L5 | + LbL + 32 + 228 + 9
Treasury operations - 12 + 35| - 22 -~ 178 + 79 + 39
Federal Reserve float + 288 +178 | - 8 + L6 + 27, | + 199
Other factors + 38 w 4 | + 112 -~ 56 + 177 e
o
Federal Reserve loans and
investmentss
Us Se Govt, securitiess + 198 - 177 | + 206 + 111 + 19 - 232
Outright + 207 - 202 | ¥+ 209 + 72 + 27 - 260
Repurchase agreements - 9 + 25| - 3 + 39 - 8 + 28
o Acceptances ———— + L+ 1 + 2 - 3 + 17
Discounts and advances:
To menmber banks - 106 + 83| + 23 + hh7 - 57 + 781
To others ——— - 14 | - 1 - L0 - 23 - 79

@ 1/ Data for September 1956 are preliminarys

In the third quarter of 1956, total deposits and currency
increased $1,200 million, almost as much as in the third quarter
o last year. While the increase in privately-held deposits and cur-
rency was much less than last year, U, S, Government deposits in-
creased whereas last year they declined. Bank credit growth was
somevwhat less this year than last, as noted earlier, but changes
in other miscellaneous factors, tended to drain a smaller volume
of deposits this year,
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Bank reserves, Net borrowed reserves of all member banks
averaged $190 million in September, considerably belov the $340
million average in August, as shown in Table 4, Borrowings declined
to $790 million and excess reserves rose to $600 million. On balance,
however, all the easing occurred at reserve city banks, $90 million,
and at country banks, $130 million. At central reserve city banks,
and especially in New York, reserve pressures Increased, and net bvor-
rowed reserves rose $70 million,

During earl]y September, reserve pressures continued and net
borrowed reserves remained close to their late August level. In mid-
September, however, increases in Reserve Bank float, currency inflows,
and reductions in Treasury and foreign deposits at the Reserve Banks
supplied reserves in a volume larger than thaet absorbed by System
sales of U, S, Govermment securities and increases in required reserves.
Reflecting a positive shift of $380 million, free reserves averaged
$65 million in the week of September 19, the first time since the
summer of 1955 that excess reserves had exceeded borrowings. Subse-
quently in September and early October, reserve positions tightened
again due principally to reductions in Reserve Bank float,

Over the month of September, as compared with August, as
shown in Table 5, the principal factors supplying reserves to banks
were a larger-than-usual rise in Reserve Bank float and an increase
in System holdings of U, S, Government gecurities, These reserves
were absorbed only in part by a currency outflow and substantial
expansion in required reserves, The increase in required reserves,
however, reflected the carry-over on an average basis of the mid-
August rise associated with bank purchases of Treasury certificates.
Subsequently in-August and September, required reserves showed little
over-all change,

System holdings of U. S. Govermment securities, held out-
right, declined $240 million in September. On an average basis, as
noted in Table 5, they were $210 million higher than in August, as
a result of purchases of $410 million late in August when declines
in Reserve Bank float and increases in currency in circulation, as-
sociated with month-end and holiday needs, drained reserves., System
holdings remained unchanged in early September, and then between
September 12 and September'2l, when Reserve Bank float expanded,
they declined $275 million. Later in the month, when reserve pres-
sures again increased, the System purchased $35 million of securities
outright. Substantial amounts of repurchase agreements were acquired
and sold during the month to meet temporary market pressures.

Interest rates. In late September and early October the
rate on 3-6 month directly-placed finance paper rose to 3-3/8 per
cent from 3-1/8 per cent, and that on 4-6 month prime commercial
paper, to 3-5/8 per cent from 3-1/2 per cent, The effective trading
rate on Federal funds was generally 3 per cent during September and
early October.
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Loans and Investments at All Commercial Banks
(In billions of dollars)

Loans }|U, S, |Other
Date and Gov't |secur-|Total||Business| Real |[Secu-|Farm|Con- | All
invest-| [secur-|itles |[loans ' estate |rity sumer {other
ments ities
1947: Dec.: 31 116.2 69:2 9.0 | 37.9 18,3 9.4 | 2,1 | 1.7 3.8] 2.9
1948: Dec. 31 1142 62.6 9:2 | bo.h 18,9 10.8 | 2.3 | 2.9 Lu4.8] 3.1
1949: Dec, 31 120.1 67.0 | 10.2 | k2.9 17.1 11,5 | 2.6 | 3,1| 5.8] 3.4
1950: Dec. 31 126.6 62,0 | 12.4 | 52,2 21.9 13.5 | 2.9 | 2.9 T.4| 4.2
1951: Dec. 31 132.5 61.5 | 13.3 | 57:6 25.9 6 | 2,6 | 3.4 7.5 4.5
1952: Dec. 31 41,5 63.3 | 14.1 | 64,0 27.9 15.7 | 3.2 | 3.9/ 9.4} k.9
1953: Mar. 25 139.2 60.5 | 14:3 | 64k 27.9 15.9 | 2.7 | 3.9] 10.0| k.9
June 30 137.8 58.6 | 14:3 | 6k4.9 27.4 16.2 | 2.8 | 3.7] 10.6| 5.1
Sept.30 142.6 62.2 | 4.5 | 65.9 27.9 16,5 | 2.9 | 3.9] 10.9| k.9
Dec. 31 45,5 63.4 | 14,7 | 67.1 27.2 16.7 | 3.6 | 5.0| 10.9| 5.1
1954 Mar. 31 12,5 60.7 | 15,1 | 66.8 26.7 16.8 | 3.0 | 5.8 10.6| 5.¢
June ' 30 6.2 63:5 | 15:5 | 67.2 26.1 17.2 | 3.7 | 5:1| 10.8| 5.2
Sept.29 150.1 67:.3 | 16.0 | 66.8 26:1 17.8 | 3.8 | 3.9| 10.7| 5.5
Dec, 31 155.7 69.0 | 16.3 | T0.k 26.9 8.4 | 4.5 | 5.2] 10.7| 5.8
1955: Jan. 26 155.5 69.0 | 16,7 | 69:8|| 26.6 18.6 | 4,0 | 5.2 10.7| 5.8
Feb, 23 153.8 66.8 | 16.8 | 70.2 26.8 18:.8 | 3.9 | 5.2 10.8| 5.9
Mar: 30 152.4 éh.2 | 17.0 | T1.2 27:.4 19;0 | 4.1 | 4.9| 11.0| 6.0
Apr. 27 1544 65.6 | 17.0 | 71.8 27.6 19.2 | 4.3 | 44| 11,2 6.2
May 25 154.5 65.0 | 16.7 | 72.8 28.0 19.5 | 4.3 | b4 11,4 6.4
June 30 154,8 63.3 | 16.8 | T4.8 28.9 19:8 | 4.5 | 44| 11.8| 6.6
July 27 155.8 63.7 | 16:7 | 5.4 29;1 20.0 | 45 | b.2f 11.9| 6.7
Aug, ‘31 155.6 62:5 | 16,9 | 76:2 29.9 20:3 | 4.2 | 3,9 12,1} 6.8
Sept.28 156,4 62.0 | 16,9 | T7.5 30.5 20,6 | 4,2 | 3,9| 12,3/ 7.0
oct, 26 | 158.1 || 62,9 | 16,8 | 78.4 ;/ggf? ;/ggfg b4 | 40| 12,50 7.0
Nov. 30 158.2 61.4 | 16.6 | 80.2 32:3 20.7 | 4.5 | 4.3| 12.6{ 7.0
Dec. 31 160.3 61.6 | 16.7 | 82.0 33.2 20.8 | 5.0 | 4.5| 12.7| 7.0
1956: Jan, 25p | 158.3 60.9 | 16.5 | 80.9 32:7 20.9 | 4.6 | 44| 12.8] 6.9
Feb, 29p | 157:1 59.2 | 16,6 | 81.2 32,9 21.0 | 4.5 | k.5] 12.8| 6.9
Mar. 28p | 158:5 58:5 | 16.6 | 83.3 34,5 21,2 | 4,5 | 4.4 13.0| T.0
Apr. 25p | 158.6 || 58.1 | 16:6 | 83.9 34,8 2.4 | 4.4 | 4,3] 13.2] 7.1
May 30p | 158.3 57«2 | 16,4 | 84,7 34,8 21,6 | 45 | 4| 13,4 7.2
June 2Tp | 159.0 56:.4 | 16:4 | 86,2 36.1 21,8 | 4.l | 4.3] 13.7| 7.3
July 25p | 158.1 55:9 | 16:2 | 86.0 35:9 21.9 | 4.3 | 4.2 13.8] 7.3
Aug, '29p | 159:6 56.9 | 16.4 | 86.4 36.5 22,1 | 4,0 | 4,0] 13.9] 7.3
Sept.26e | 160.1 || 56.3 | 16,4 | 87.5 37.1 22,3 | 4,1 | k.3] 13.9] 7.2

p = Preliminary e - Egtimated
;/ Level of business loans Increesed by, and real estate loans decreased by
$300 million at the end of October 1955 to correct classification errors, No
back figures revised; most of the misclassification probably occurred during 1955.
Note: Data exclude interbank loans, Total loans are after and types of loans
before deductions for valuation reserves. Consumer and "other loans" are
partly estimated for all dates, Other data are partly estimated on all
but June and December dates,
Banking Section, Board of Governors
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