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BANKING AND MONETARY DEVELOPMENTS IN MARCH 1957

Summary., Total loans and investments at all commercial
banks wsre dbOui vnéhanged in March as substantial growth in loans,

“"largely to buainesses, was offset by reductions in holdings of

U. S, Government securities. Demand deposit and currency holdings
of businesses and individuals probably declined by more than the
usual seasonal eamount but time and savings deposits rose consider-
ably, Member bank reserve positions were about unchanged except
at central reserve city banks in Chicago where they tightened
seasonally,

Bank credit, Preliminary estimates indicate that total
loans and investments at all commercial banks were about unchanged
in March, as shown in Table 1, A $1,1 billion rise in loans,
together with a slight increase In holdings of "other securities"
wag about offset by a decrease in holdings of U, S, Govermment
securities, In March last year, bank credit rose by a record
$1.4 billion, with loans increasing about twice as much as this
year 'and holdings of Government securitiles declining about half as
much,

Loans increased substantially and holdings of U, S.
Government securities also rose in the weeks of March 13 and 20,
mainly reflecting business needs for funds to meet March 15 income
tax payments, Over the remainder of the month, loans showed little
net change but holdings of Governments declined substantially.
However, on March 28 {not included in the March reporting period
data shown on the table) holdings of U, S, Goverrment securities-
increased sharply as banks initially took practically ell the $2.k
biliion 3-3/8 per cent Treasury certificates and $900 million
3-1/2 per cent notes.

Business loans at all commercial banks increased about
$1 3 billion in March; roughly $300 million less than last year's
record rise., Over $1.1 biilion of the increase occurred in the
two weeks around the mid-month tax date, compared with $1,3 billion
in the comparable period last year. The somewhat lower level of
tax borrowing this year compared with last prcbably reflecis in
part the reduction from 45 per cent to 40 per cent in the propor-
tion of the previous year's tax liability payable in March by large
corporations, Banks in New York and Chicago accounted for nearly
70 per cent of total tex borrowing at city banks in both years,
but the proportion for New York City declined from 60 to 53 per
cent whereas the proportion for Chicago rose from ¢ to 14 per cent.

All lines of businesses, with the exception of commodity
dealers, increased their borrowing in March as shown in Table 2,
Loans to metals manufacturers rose substantially, accounting for
over a third of the loan growth at city banks, and sales finance
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Table 1
| Estimated Changes in Loans and Investments at All Commercial Banks
\
\ (In billions of dollars)
1.
| Feb, 28, |[Mar, 1, |Dec. 27,|Jan., 1,| Year ending:
| Ttem 1957 - | 1956 - | 1956 - | 1956 -
| Mar, 27, Mar.628, Mar. 27, Mar.628, Mar. 27, |Mar, 28
@ 1 1 1 1 : ’ ! ’
Total loans (excluding ‘ ‘ : ‘ - :
. E@‘E@ + lol + 2.1 - 008 + 1-3 + 508 +1201
Bus Iness +1.3 | +16 | +0.3 ]| +L3 | +46[2/+ 71
Real estate 1/ + 0,2 1/ + 0l |+ Ll |2/+ 252
Security - 0:1 1/ - 0.7 - 0:5 - 0:9 | + 0.4
Agricultural - 0.2 - 0,1 1/ -0:1 ] - 0.2 - 0:5
Consumer + 0,1 | + 02 1/ + 0,3 1.2 | +2:3
® All other 1/ +0.,1 | -0.3 1/ 1/ + 0.7
U, S. Govermment securities - 1.1 - 0,6 - 2.8 - 3.0 - 3,1 - 5.6
Other securities + 0,1 1/ +02 | -01]| ~-0.2| =-0.4
L Totael loans and investments ‘ ' ' ‘ :
(less interbank) 1/ + 1.k - 3.k -18| +2,5 | +6,1
° 1/ ZLess than $50 million,

2/

$300 million at end of October 1955 to correct classification errors.
back 'figures revised; most of the misclassification probably occurred during

1955.

o Note: Data for March 1957 are estimates and subject to change, Preliminary
data for March will be shown in the Board's statement, "Assets and
Liabilities of All Banks in the United States" available at the end
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companies were also heavy borrowers, accounting for over a fourth.

Last year in March, borrowing in most business loan categories

rose somewhat more than this year, especially public utilities,

but that of sales finance companiee rose only half as much, While

borrowing by sales finance companies has slways shown some increase
in March, the 1957 rise was exceptionally large.

During the first quarter of 1957, business loans at all
commercial banks increased about $300 million compared with $1.3
billicn in first quarter of 1956, The latter increase had heen
considerably larger than in any other recent year except 1951, 1In
other postwar years, business loans during the first quarter had
more often declined than increased, Reflecting the exceptionally
large expansion in the last half of 1956, net loan repayments by
seasonal borrovers -- food processors, commodity dealers, and trade
concerns -- have been much larger than'a year ago and generally
larger than in most other recent years. Loans to sales finance
companies iIncreased during the first quarter of 1957 whereas gener-
ally they decline early in the year. Net borrowing by other
classified businesses wes about half as large as last year, but
generally not substantially different from most other recent years.

Real estate loans at all commercial banks probably showed
1little further change in March as reductions at city banks contin-
usd to be offset by increases at other banks, So far this year,
these loans have shown'little changs compared with an increase of
$400 million last year. Consumer loans increased about $100 million
in March offsetting a reduction of like volume over January and
February., In the first quarter of 1956, these loans had increasead
$300 million, Agricultural loans have shown little change so far
this year, Jjust as last year, while security loans have declined
slightly more,

So far this year, total loans and investments at all
commercial banks have declined almost $3.5 billion, about twice as
much as last year,' Loans have fallen $800 million whereas last:
year, they rose $1,3 billion, On the other hand, holdings of U, S.
Government securities have declined slightly less this year than
last and holdings of other securities have increased whereas last
year, they declined.

The appended table, "Loans and Investments at All Commer-
clal Banks", shows types of outstanding loens and investments,
monthly for recent years and quarterly or annually for previous
years,
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® Table 2
Changes in Commercial and Industrial Loans 1/
(In millions of dollars)
o Feb,20, | Mars 1, First thirteen weeks
1957- | 1956

Business of Borrower |y .“50 |uap,28 : -
en 556 7| 1957 | 1956 | 1955 | 195k | 1953 | 1952

Food processors + 11 | + 43 | =303 | <190 | =279 ~-250| =263 | =422

®  Commodity dealers 108 | = 73 | =250 | =103 | =260| =21l| =32l | =333

Trade concerns + 78 +107 =126 | + 96 - 11| = 68| +129 =12l

Total 11 77 | <679 | =I97 | <=B50| =532| =LB8 | =879

Sales finance +291 +158 +135 | =321 +105| «219| - 77 -325

® 211 other - total +77L  |+1,139 | +809 (4,637 | +667| + 7u[ +528 141,129

Metals and products | +L30 +%i0 648 |~+826 | ¥115| = I3| ¥309 |+9LB
Textiles, apparel

and leather + 75 + 84 +136 | +138 +192| + 89| +1L8 + 17

Petroleum, coal, etce| + 80 +111 + 53 | +20L +195| = 75| + 31 +192
Other manufacturing

¢ and mining +91 | #1145 | #4111 | +21L | + k3] + 2| +20 | + 55
Public utilities +87 | +226 | +137 | +30h | +106| + 56| +33 | - 9
Construction + 1 + 3 - 45| =30 + L +20f + 7 - 36
All other types of

business | +10 | + 60 =131 | = 19 + 12| + 5| =20 - 38

® Classified 41,075 [+1,37L | +265 (4,119 | +222| ~677| - 8 | = 73

Unclassified +66 | +96 | =101 | + 1 |2/=LB|3/+ 60| 113 | + 18

Total change  [*1,141 [#L470 | +16L [+1,020 |2/+17L|3/=617| =121 | = 55
i/ Prior to week ending January 1l, 1956, included changes in agricultural loanse

2/ CCC certificates of interest, which are tncluded in data, may have declined
$175 million.

2/ CCC certificates of interest, which are included in data, may have increased
$175 million,

Note: Classified data are for a sample of about 210 banks reporting changes in
their larger loans$ these banks hold over 90 per cent of total commercial
and industrial loans of all weekly reporting banks and nearly 70 per cent
of those of all commercial bankss Data are preliminary for week of
March 27, 1957
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Deposits and currency., Preliminery estimates indicate
that demand deposits and currency held by businesses and individuals
declined by sbout $500 million more than the usual scasonal amount
in March as shown in Teble 3, At the end of the month, the season-

9 ally adjusted money supply was sllghtly less than 1/2 per cext above
the year ago level, but was nearly $1 billion below the level at the
end of December. Last year in March, the money supply increased
about $500 million on a seasonally adjusted basis,

[}

Time deposits, exclusive of iInterbank and U, S. Government

® deposits, at commercilal and mutual savings banks probably increased
about $900 million further in March, mainly reflecting the continu-
ing substantial growth in these deposits at commercial banks. So
far this 'year, time depcsits at commercial barks have increased
about $2.1 billion, considerably more than in any other year on
record, City banks accounted for nearly half this Increase

¢ whereas in the first quarter last year, when commercial bank time
deposits rose only $400‘'million, city banks accounted for about a
quarter of the increase. Interbank time deposits, most of which
are held at New York City banks, and practically all of which
represent deposits of foreign banks, declined only slightly this
year compared with a considersbly larger decline last year. This

® year's growth probably has been associated in part with recent
increases in rates paid on time deposits. At mutual savings banks,
however, this year's $300 million growth in the first quarter was
only about three-fifths as'large as last year and generally less
than in other recent years.

® U, S, Govermment deposits increased $1,2 billion in
March, only half as much as in March last year. During the first
quarter of 1957, these deposits declined about $100 million whereas
usually they increase substantially. The Treasury cash balance
has been under unususl pressure so far this year owing to sharp

P increages in net redemptions of savings bonds, high military
security outlays, redemptions of International Monetary Fund
securities, large attrition on refundings, and slow tax collec-
tions. However, on March 28, 1957 (not included in the March
reporting period), U, S, Government deposits increased sharply
as ‘payments were received for the Treasury's cash offering of

® $3.4 billion of nev securities.

* On balance, total deposits and currency increased slightly
in March, As noted above, commercial bank credit was about unchanged
and small increases in holdings of U, S. Govermment securities at
the Federal Reserve and in loans at mutuel savings banks were about

") offset by changes in miscellaneous factors tending to reduce the

money supply.
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Tablie 3
Py Estimated Changes in Deposits and Currency
(In billions of dollars)
Febo 28’ Mar. l, DGCovﬁ, Jane 1,
Ttem 1957 = | 195 = | 1956 - | 1956 - | Yeer endina:
Mar, 27,|Mar. 28,|Mar. 27,|Mar. 28,|Mar., 27,|Mar, 20,
® 1957 1956 1957 1956 1957 1956
Seasonally adjusted data 1/ | '
~ Demand deposits adjusted - 046 + 042 = 0cb - 052 + 0oL + 1,0
Currency outside banks + 0ol | + 002 | = 0,3 2/ + 0,1 | *046
Tobtal =05| FOL| =09 | =0,2| ¥0,5| +1I1.6
€ Unadjusted data 1/
Demand deposits adjusted w240 | =1e2 [3/=5:9 | =5,5| +0L| + 2,0
Currency outside banks 2/ 2/ |3/=1cl| =1o1| +0e1| +0,5
Total - 230 - 92 3 - 70 - 606 + 005 + 205
Time deposits + 009 + 0,5 |3/+ 206 + 069 + 52 + 3.1
° Us So Government deposits + 1,2 + 2,5 3/¥ Oel + 2,6 - 2,7 + 1,7
Total + 001 ] + 1C7 _/" u‘ had 302 + 3.1 + 7;2
Factors affecting deposits (signs indicate effect on deposits and currency)
2nd currency
Eank loans and investments
® other than Ue S, Govts seceli/| + 1e3 | + 262 | =003 | + 16| + 7.9 | +1Le0
Commercial + LZ + 2¢i - 0a6 + 1,2 + 5¢6 "'TI.;?
Mutual savings + 00l | +0s2 | + 045 +0,7| +23[ + 2.4
Bank holdings of U. S,
Government securities: - 049 - 0ol - Lob | = Lol - l1s3 - 6,1
Federal Reserve + 042 + 0s1 - 1.9 - 1,2 - 0.5 -27“-
‘ Commerc1al - 101 - 006 - 2.8 - 300 - 3@1 - 596
' Mutual saving and other 2/ 2/ 2/ 2/ = 0,7 | = 0.5
Gold stock and foreign
deposits at Fe Re Banks 2/ 2/ +0si | + 0,1 | + 0.6 2/
Other factors = 0a3 - 0.1 - 0,2 - 0.8 - 1.1 - 0.7
g/ veasonally adjusted dava are Ior last Wednesday throughout; unadjusted data are
¢ for last Wednesday except in case of June and Decenber call dates, when availsble

%/ Less than $50 million,

3/ Changes between December 26 and December 31, 1956, are estimated as follows:
Demand deposits adjusted, +$500 million; currency outside banks, =-$1003 time
, deposits, +$200 million; and Us S. Government deposits, -$300 million,

i/ Total includes foreign loans on gold, holdings of bankers' acceptances at the
® = Federal Reserve, and loans to foreign banksj changes in these items are
generally relatively smalls In addition even if there were no changes in
these items, changes at commercial and mutual savings banks would not add to
total change which is "net" because commercial banks exclude all interbank
loans, domestic and foreign; in addition, there are probably some bookkeeping
discrepancies among various banking records,

-

Notet Data for March 1957 are estimates and subject to changee Preliminary
data for March will be shown in the Board's statement, "Assets and Liabilities
cf All Banks in the United States" available at the end of Aprile
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Bank reserves, Net borrowed reserves of all member banks

averaged $315 million in March, about $200 million more than in
February, as shown in Table L, The increase was entirely at central
reserve city benks in Chicego, where reserve positions usually

® tighten in March associlated with bank adjustments Iin the weeks prior
to the April 1 personal property tax assessment date in Cook County.
Borrowings rose to en average level of $835 million while excess
reserves remained around $500 million., Except for a few days toward
the end of the 'month, the effective trading rate on Federal funds
was 3 per cent. The rate on 90-day bankers' acceptances dropped

L to 3-1/8 per cent from 3-3/8 per cent in mid-March. Other money
market rates were unchanged.

Over March, as shown In Table 5, reductions in Reserve
Bank float, Treasury operations, increases in required reserves,
P and reductions in System holdings of U, S. Govermment securitiles
® absorbed more reserves than were supplied through'foreign trans-
actions and reductions in currency in circulation., During the first
two weeks of the month, when float declined seasonally and Treasury
deposits at the Reserve Banks were built up, reserve positions
tightened. 1In the week of March 20, however, a substantial volume
of reserves was provided to banks through the mid-month rise in
) float, an increase 1n System holdings of Government securities,
and a decline in Treasury balances at the Reserve Banks prior to
the receipt of tax collections, These funds were gbsorbed in part by
a $375 million rise in required reserves associated with bank credit
| growth around the mid-March tax date. Reserve positions then
tightened again toward the end of the month reflecting principally
& the rebuilding of Treasury deposits at the Reserve Banks and a
decline in float., Net borrowed reserves increased sharply further
in the week of April 3 due in part to a rise in required reserves
as a result-of commercial bank acquisitions of new Treasury 1issues
on March 28, Net borrowed reserves rose to over $700 million'in
that week with all classes of banks sharing In the tightening,

System holdings of U, S, Govermment securities increased
$260 million between February 28 and March 31, $75 million of which
were acquired under repurchase contracts., About $130 million of
these purchases occurred during the week of March 20 and $65 million
during the last three days of the month when bank required reserves

o increased substantially reflecting commercial bank credit growth
assoclated with tax period transactions and the late month Treasury
financing,

Over the past year, on a monthly average basis, net bor-

rowed reserves have declined $90 million, Reserves supplied by a
e $625 million increase in gold stock, & $150 million decline in
Treasury deposits at the Reserve Banks, and by changes in other

factors tending to increase reserves have exceeded those mbsorbed
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Table L

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

Period mgiger- New York Chicago Rgiﬁ;Ye Country

@
195l;s December | 459 | - 50 - 16 - 26 550
1955: March 121 3 =~ 134 - 151 Lol
June 168 2 - U3 - 167 37
Septenber ~ 285 - 127 - 11k - 1,09 365
® Decenber - 245 - 161 - 83 - 338 338
19562 January - 255 - 198 - 83 - 353 379
February - 266 - 138 - 103 - 336 310
March - 1,08 - 174 - 256 - 298 319
April - 533 - 167 - 262 - L29 324
¢ May - 504 - 88 - 153 - 1,68 205
June - 195 - 33 | =111 - 356 305
July - 139 - 108 - L8 - 3Lk 360
August - 339 - 158 - 72 - 382 274
Septenber - 213 - 20L - 93 - 296 380
October - 195 - 192 - 11} - 246 358
] Noverber - 15} - 214 - 140 - - 193 293
December - 36 - 91 - 86 - 203 34l
1957: January 117 - 1 - L0 - 172 369
February - 126 - 123 - 53 - 2L9 299
March - 314 - 101 - 253 - 2Ll 28l
o Average = 1ste qte -108 | - 88 - 115 - 222 317

Quarterly averages ,
| 19562 First : 25 - 29 - 75 - 99 Ls7
| Second 158 - 1 - 6L - 150 37
Third - 127 - 112 - 67 - 323 375
° Fourth - 365 - 192 - 95 - 418 341
1956: First - 310 - 170 - 147 - 329 336
| Second 1 =L11 - 96 - 175 - 118 278
| Third - 230 - 157 - 71 - 31 338
| Fourth - 128 - 166 - 113 - 21l 365
|

®  1957: Feb, 27 - 222 - 116 - 91 - 28l 269
March 6 - 2,0 - 120 - 125 - 265 270
1 13 - 406 | =15k - 109 - 336 193
| 20 - 130 - L0 - 302 - 188 1100
27 - 208 - 7 - 3L2 - 159 n
. April 3 - 707 - 168 - 117 - 2L6 124

Note: Data for second half of March and April are preliminary,
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through a reduction of $460 million in holdings of U. S. Government
securities, a $310 million increase in currency in circulation, and
a slight growth In required reserves. Increases in required re-

® serves resulting from a substantlal growth in time deposits and a
small growth in privately-held demand deposits have been almost:
offset by decreases resulting from declines in holdings of U, S,
Government deposits at commercial banks,

L J
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Table 5

Changes in Member Bank Reserves, with Relevant Factors

® (Monthly average of daily figures; in millions of dollars)
March Jan, = March Year ending March
Ttem 1957 | 1956 | 1957 | 1956 | 1957 | 1956
L
‘Member bank reserve balances
Total + 68 + 215 w 651 | = 316 - 10 + 289
Excess reserves y + 2 + 52 - 136 - 10 - 68 - 1
e Required reserves 1/ + 66 + 163 - 515 - 306 + 28 + 290
Principal factors (signs indicate effect on reserves)
Currency in circulation + 27 | = L2 |[+1,207 |[+1,009 - 312 - Lé6
Gold stock and foreign ;
¢ accounts + 45 |+ 32 | +l19 | +132 | +627 |+ 7T
Treasury operations - T2 - 37 + 17 - 99 + 118 + 215
Federal Reserve float - 82 + 22 - 609 - 02 + 37 + 183
Other factors + 1 |- 7 | =206 | = 21 |+ L7 |+ L
R Federal Reserve loans and
¢ investments:
Ue Se Govte securities - 50 + 121 |(=-1,70L |=1,080 - 461 - 97
Outright — 88 | ¥ 7L |-1,501 |™=0869 | =L%2 | -
Repurchase agreements + 36 + L7 - 203 - 211 - 9 + 58
Acceptances - 5 - 1 - 26 - L + 9 + 15
Discounts and advances: ‘
® To member banks +20, | +19L | +146 | + 18k | =159 | + 530
To others —— - 1 + 7 - 1 + 25 - 103
¢

1/ Data for March 1957 are preliminarys.
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‘ Loans and Investments at All Commercial Banks
® (In billions of dollars)

‘ ’ Toans ||Us Ss |Other

and Gov'te | secur=|Total Real |Secu-

Date invest=| | secur-|ities |laans Business estate|rity Farm sumer| other

° ments ||ities ‘ :
1947¢ Dece 31 | 116.2 6942 940 | 3749 1843 9elf 261 | 147 | 3¢8 | 249
19482 Dece 31 | 11L.2 62.6 942 | L2ebL 18,9 10.8] 2.3 | 249 | Le8 | 341
19492 Decs 31 | 120.1 6740 | 1042 | L249 17.1 115] 246 | 301 | 5.8 | 3eb
1950: Decs 31 | 12646 || 6240 | 1244 | 5242|1 21.9 13¢5] 269 | 249 | Teli | Le2
) 19512 Decs 31 | 132.5 61,5 | 133 | 57¢6 25.9 Web| 206 | 3¢t | To5 | Leb
® 1952: Dece 31 | 141e5 || 63e3 | 1hel | 6L4O|| 279 15¢7| 302 | 369 | 9ok | Lo9

19532 Deca 31 | 1L5e5 63:4 | o7 | 67eL 27,2 16.7] 346 | 5.0 [1049 | Sel
198L: Dece 31 | 1557 || 69.0 | 1663 | T0eL|| 2649 18.L| Le5 | 502 [10.9 | 56
1955s Deco 31 | 160e3 || 61e6 | 1647 | 82.0||1/3362 |1/20.8] 5.0 | Le5 113.2 | 645

19563 Jane 25 | 15863 60.9 | 165 | 8049 32,7 20.9| Le6 | Lol [1343 | 6ok

® Febe 29 | 157.1 || 592 | 16.6 | 81le2{| 3249 21,0| Le5 | Le5 |13e43 | 6ol
Mar, 28 | 15845 58,6 | 1646 | 8343 3Le5 21.2| Le5 | Lol |1345 | 65

Apra 25 15807 5802 16.6 83‘9 3h08 210h hoh ho} 1307 6.6

May 30 1580h 57-3 160h 8ht7 3&-8 21@6 hos hoh 1369 607

June 30 159.3 56.6 8 16.5 8602 36.1 21.8 heh ).l.o3 1’—!—03 6.7

July 25p 15803 56.2 1603 8508 35.8 2109 h03 h-z 1hoh 6.6

!. Aug. 29p 15908 57.2 lénh 86.3 36oh 2201 hoo h.O 1hch 6.7
Septe26p| 1607 || 57.0 | 1645 | 87.2|| 3649 22.3| Lol | Le2 [1hoB5 | 646

Octe 31p| 16143 || 574L | 16.3 | 8746 37.2 22oh| Lol | LoO [1heS | 647

Nova 28p 162.6 58.1 16‘3 88.3 37.8 2205 hoo h.l lh-S 6.8

Dec, 26p léh.h 58e3 16.2 89.9 38e8 22.6 hoB hcz 1hc7 6.8

® Dec, 3le| 16lLak || 58eL | 1643 | 897|| 3847 22,6] Le3 | Le2 [1he7 | 649
19573 Jane 30p 16105 57-5 1642 87-8 37.6 2246] 3.7 Le3 1h06 606

Feb, 27p 16100 5606 16.3 8890 3708 22.6 3.7 ’.l.l.l. 1’4.6 6.5

306 hoz 1he7 605

Mar. 27e 161.0 5505 164 891 39.1 2246

PS p = Preliminary
e - Estimated
1/ level of business loans increased 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,

P Notes 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 datess Other data are partly estimated on all
but June and December dates. Data for December 31, 1956, and March 27,
1957, are estimates and subject to change. A1l data for December 31, 1956
are based on preliminary member bank call report datae

Banking Section, Board of Governors
April 11, 1957
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