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UNITED STATES DEPARTMENT OF AGRICULTURE
WASHINGTON, D. (.

AGRICULTURAL ILOANS OF COMMERCIAL
BANKS

By Nonsax J. Ware,

Senior agricullural ceonmmnist, Division of Agricultural Findnce, Burcau of Agricul-
fural Eeonomics !

CORTENTS

Puge Pagre
TP OCHON - m o L L Classification of anrleuliural loans leld o
Trends in perienitum! Joans bebd by hanks . 1D zecinther 31, 1934, by aype of securbiy L d]
Persenal and collateraloans. ... ... ... A Type ol Seeurity. e, il
J.oans sepuredd By furm rend estate . . ;o Lonnps secured by S resd este o0 0
Frctors Influencing the trentl af ngricultural Loans seeured by divestoek. ..o, a3
loans ald by bnoks. _ ooee . . : Leons secured by worehouse receijus,

Relntion of pries lovel to baak lonns, bills of luding, etc a

_ : Lonns on other noilntersl e Rl
Refunding of bank nans into longderm P nsericod 10008 o e e 37
ofbgalions. ... ...

Apricubtursllonnsheld by bapksin towng pind

; cities of various popuiution groups, . . ur
Federa] financing for farmees. ... . Arricolinen] ogns classifted by Uyne of

Agricullural lgad nml roral baving power. h LY 19

INTRODUCTION

The loan activities of commercial banks, particnlarly in rurai areas,
are closely nterrelated with agricultural operations. These institu-
tions constitute the most important source of personal and collateral
credit for Turmers,  The volume of such credit extended hy commer-
cial banks is naturally influcnced by vuriations in agricultural condi-
tions, particularly by changes in farm-commodity prices. At the
same time agricultura] buying power for industrinl goods is influenced
by changes in the volume of loans obtained from or repaid to banks.

The marked economic changes that have taken place during the
post-war period have greatly influenced the volume of bank eredit
extended to farmers. As credit changes in Tecent years have been
so drastic it was deemed desirnble to appraise, as accurately as possi-
ble, the extent to which the volume of outstanding bank credit to
farmers had been curtailed.  Adequate data for measuring such
changes have not been available in the regular reports of the super-
visory banking agencies, and a special survey, therefore, was n COOSSAryY

! Tho ruthor wishes to express his appreciation for the el piul sssistanee of Fred L, Garlosk in plunning
and sopervising (he tubulation of the 1931 datt so apricultural lgans held by commeyein] bagks and Lo
DMrs. Lucy R. Hudson aud Mansares W, Duenied jor supervisiag the Iamlling nod cheeking of schedules

and preperation of taldes.  Fred L. Garloek, ¢, D, fucksen, and W, 11, Rowe liove supplied heipful sug-
pesttons in tha prepartion of the monuseript,
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to obtain this information., Through the cocperation of the Federsl
Deposit Insurance Corporation, the Comptroller of the Currency,
and the Federal Reserve Board, schedules requesting data as to
specific types of agricultural loans, total loans, and total deposits
were enclosed with the call report form for December 31, 1934, sent
out by each of the three cooperating agencies.

These schedules were checked against the report of condition to
insure eccuracy of comparable items included in both reports. Of
the 14,135 banks licensed and insured, 101 failed to submit reports
on their agricultural loans, and dats on total loans and deposits of
each of these banks were obtained {rom the December 31, 1934,
report of condition. The agricultural loans of each of the nonreport-
ing banlks were then estimated by multiplying its totsl loans by the
ratios of the varlous types of agricultural loans to total loans reported
fw other banks in the same county. In & very few cases, no other
ianks were located in the same county and ratios for adjoining coun-
ties were used. This Information permitted the compilation of
data representing the most complete and accurste estimate that has
ever been made of the cutstanding credit advanced to farmers by
commercial banks,

As the TUnited States Dlepartment of Agriculture hiad conducted
somewhat similar surveys for § different yeers since 1914, these pre-
viously compiled data were available for making rough eomparisons
of changes 1n the volume of agricultural loans that had oecurred
between survey dates during that period. The analysis of these
changes for the war and post-war periods together with a dstailed
analysis of the outstanding agricultural loans held by commercial
banks at the end of 1934 is summarized on the succeeding pages.

TRENDS IN AGRICULTURAL LOANS HELD BY BANKS

Table 1 summarizes the various estimates ;made by the Department
of Agriculture from 1914 to 1934, The largest amount of agricultural
loans held by banks at any time was apparently reached in the latter
part of 1920. From 1920 to 1934 loans secured by farm real estate
decreased by $948,641,000 or 66 percent. Personal and eollateral
leuns decreased by $3,062,278,000 or 79 percent. Both types of
loans ot the end of 1934 were substantially below the estimated totals -
for 1914,

TasLe l.—Estimated egriculturel lvans of commercial banks fn stated years 1
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Estimates for individual States were compiled in each survey but
variations between estimates on o State basis were influenced to g
certain extent by the variations in the proportien of returns received
from banks in towns and cities of various population groups, Esti-
mates on & State basis, therefore, are presented only for the 1934
survey. Estimates for previous surveys are presented as totals for
geographic divisions.

The estimates for the surveys prior to that for 1934 were based
upon reports of only a portion of the banks, usually from 40 to 50
percent of the total number. The estimates for esch State wers
made on the assumption that the ratio of agricultural loans to total
loens and discounts of banks replying to the survey questionnaires
were zlso applicable to the loans and discounts of banks failing to
reply. Asindicated in & succeeding section of this bulletin, the ratio
of agricultural Joans to total loans and discounts shows wide variations
as between banks in towns and cities of different population groups.

When there is a difference, from one survey to enother, in the pro-
portion of loans and discounts reported on schedules from banks in
towns and cities of different population groups, this difference tends
to alter the State estimate, through changing the ratio of agricultural
loans to total loans. For surveys in which a relatively larger pro-
portion of the loans and discounts are reported by banks in towns
and cities of the Jarger population groups the ratio of agricultural
loans to tota] loans will tend to be lower than the true ratio for all
banks in the State. Likewise, if a relatively smaller proportion of the
returns come from banks in the larger population groups, a ratio
derived from the reporting schedules will {end to overesiimate the
State total of agricultural loans.

It is believed that most of these differences in State cstimates
tend to be offset when combined into geographic-division totluls. In
a very few cases, however, the geographic-division totals sceni to be
out of line and attention is called in the text discussion to such appa-
renf, discrepancies, The probability of understatement or overstate-
ment is least in those States in which the volume of agricultural
loaps is largest because usually there is less variztion in the ratio of
agricultural loans to the total loans and discounts as between banks
In towns and cities of the various population groups.

PERBONAL AND COLLATERAL LOANS

The volume of personal and collateral loans increased by about
141 percent from 1914 to the end of 1920, an increase corresponding
closely to the increwse in farm-commodity prices during the same
period. The increase in this type of loan from 1914 to 1918 was 58
percent. [From 1918 to 1920 there was & further increase of 54 per-
cent despite the fact that there was only a nominsgl further increase
in farm-commodity prices during that period.

After 1920 each of the three succeeding surveys showed o reduction,
the sharpest reduction taking place from 1931 {0 1834. As undoubt-
edly there had been an appreciable Teduction in sgricultural loans
between 1929 and the middle of 1931 the reduction in loans that took
place during the depression period beginning in 1929 was probably
sugstantialiy greater than the change indicated for the period from
1931 to 1934.
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This reduction following 1920 was much more drastic than that
during the period of rapidly declining prices in 1920-21. The period
of declining furm-commodity prices following 1929 was about three
times ns lopg as the period of declining prices following 1920 and
naturally intensified the forces that tended to bring about » reduction
in agricultural loans, both by reducing the value of the farmers’
collnteral for louns and by increasing the number of bank suspensions.
As compared with the earlier period bank suspensions were also in
substantially greater number following 1929. The facilities of the
V7ar Finance Corporation which were made available to commercial
banks in 1021 tended to retard the forced liquidation of agriculvural
1>ans in the earlier period. The National Credit Corporation was
organized in tho fall of 1931 and the Reconstruction Finance Corpo-
ration in the spring of 1932 to provide similar financial assistance to
banks, but the wave of deposit withdrawals and bank suspensions
had gained such momentum that these emergency financing fucilities
were unaveiling in halting the forced contraction of credit.

In analyzing the changes that have teken place in the volume of
personal and collateral loans since 1914, on tho basis of geographic
divisions, it is apparens that the most marked changes in the amount of
loans have tuken placo in the Bast North Centrel Stutes and in the
West North Central States. These two geographic divisions accounted
for about 57 percent of the estimated total of personal and collateral
loans held by commercial banks in 1914 and 1620. By 1923 loans in
these two groups of States accounted for 61 percent of the total.
After 1923 the relatively greater reduction in agricultural loans in
thiese two geographie divisions reduced their proportion, by the end
of 1934 to 38 percent of the total, Comparative changes for ench of
};he six surveys are shown graphically, by geographic regions in
igure 1.

Trom 1914 to 1920 the rate of increase was far from uniform in cach
of the geograpbic divisions. The largest percentage Increase was
shown for the Mountain States and the smallest increase in the New
England and Middle Atlantic States, Although only & nominal
incrogse was shown from 1914 to 1918 in the New England and Middle
Atlantic States, all geograpbic divisions showed u rapid expansion in
loans from 1918 to 1620,

Trom 1920 to 1923 decrenses wera shown for all geographic divisions
with the excoption of the New England States. It is possibie that the
1923 estimate for the latter group of States, as well as for the Middle
Atlantio States, which showed only a slight decrease, was too high.
The sharpest decreasos were shown in the West South Central and
Mountein States.

Tn the period from 1923 to 1931, decreases were again shown for all
geographic divisions except in the Middle Atlantic States, The 1931
estimate for these States appears to be so divergent from trends
in other geographic divisions thet the data may represent an over-
cstimate of loans on that date. During this period the reduction In
loans held by banks in the West North Central States was particu-
larly Jarge, the amount of such loans being reduced by ahinost one-half.

Tn the years from 1931 to 1934 the reduction in loans, which occurred
in all geographic divisions, was especially drastic in the East North
Central and West North Central States. In these two geographic
divisions the outstanding persomal and collateral loans to {armers
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decreascd by about two-thirds in a period of 3}4 years. The number of
bank suspensions in these States was particularly large and thesc
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FIGURE 1.—PERSONAL AND COLLATERAL LOANS TO FARMERS,

This fipavo shows the rapid acpansion i the volume of launs Tn tl} geogep pliie divisions from 1814 (o 1920
ainl the fmarked decling thot oeeirrst fram 1920 Lo 1920, "The lapge voluae of s shown for Lo West
Norch Ceatral aeted Sast North Centrnd Stndes 15 aceonnted for largely By the relaiively proaber fnvest-
enb utiiized in fmrning operebions in these bwo geegrapitice divishens, ws compured will oller urens.

numerous suspeastons matertally influenced the volume of loans.
Compared with 1914 the level of loans in all geographic divisions with
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the exception of the East South Central States was lower in 1934 than

in 1014,
LOANS SECURED BY FARM REAL ESTATE

The trend of agricultural loans secured by farm real estate, although
roughly similar to that of personal and coflat,eml loans, did not show
quite so large an increase from 1914 to 1920 or quite so large a decrease
from 1920 10 1934. Whilefarm-land prices wereadvancing, theamount
of farm real estate loans of commercial banks increased at about the
sgme rate. From 1820 to 1923, farm real estate loans decreased only
about 4 pereent although the index of farm-land values declined from
their peak of 170 (1812-14=100} in March 1920 to 130 in March 1924,
As the sharp drop in farm ineome thot began in 1920 had impaired
the security of meny loans that previously had been granted on
personal or collateral security, banks followed the policy of strengthen-
ing the security back of these slow loans by taking real estate security.
Resl estate loans sequired in this manner fended o hold up the total
volume of such loans despite the active movement of mortgage
refinancing undertaken by other agencies during this period.

From 1923 to 1931 the heldings of [arm-mortgage loans of com-
mercial banks decressed ab o somewhat more rapid rate than the
decrense In land values. During most of this period the life insurance
companies and the Federal and joint stock Iand banks were expanding
their mortgage loans at a rapid rate and undoubtedly a portion of the
mortgage loans held by commerciel banks were refinanced by these
other agencies. During the same period, there was also a reduction
oceasioned by the foreclosure of heavily indebted farms. Trequently
the foreclosure of a first mortgage held by another agency meant the ex-
tinguishment of junior liens taken by commercial banks to strengthen
the security of advances previously made when farm-con modity prices
were ab a higher level.

With the rapid decline in farm-commodity prices after 1929 the
security of many advances made when prices were at & bigher level
became impaired and commercial banks made some increase in their
mortgagoe loans to strengthen the security of personsl and collateral
loans previously made. Such increase was slightly more than ofiset,
however, by reductions resulting from other factors, chiefly fore-
closures. The annual changes following 1929 may be partially
illustrated by the reported holdings of member banks of the Federal
Reserve System, At the end of 1929 larm-mortgage loans keld by
such member banks amounted to $388,000,000, There was prac-
tically no change in 1830, but at the end of 1931 the total had
decreased to $359,000,000 and by the end of 1932 to $358,000,000.

The sharp reduction in the number of operating banks, following
the banking holiday in early 1933, was accompanied by o reduction
in the reported hwldings of farm-mortgage loans of member banks
of the Federal Reserve System, At the end of 1932 such loans were
reported at $356,000,000, as indicated above, and on the following
report date, June 30, 1633, at $318,000,000, o decrease of 11 percent.
A part of the reduction taking place between 1931 and 1934 in the
total of the estimated farm-mortgage holdings of commercial banks
may therefore be attributed to the reduction in the numnber of oper-
afing banks, « reduction which does not take into account the
mortgage holdirgs of closed banks.
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The mortgage-refinancing program of the FFarm Credit Adminis-
tration, begun in 1933, has resulted in a substantial reduction in
the {farm-mortgage holdings of commercial banks. Data covering
the period from May 1, 1933, to Septeinber 30, 1934, indicate that
16.2 percent of the proceeds of Tederal Iand bank loans and 17.9
percent of the proceeds of Commissioner loans were used to repay
first and junior mortgages held by commercial banks. Assuming
that these percentages also hold true for the period embracing an
additional 3 months, the reduction in farm-mortgage loans held by
commercial banks from May 1, 1933, to December 31, 1934, resulting
from the refinancing operations of the Farm Credit Administration,
would amouni to about $250,000,000.

During the pericd 1914 to 1934 the trend of farm-mortgage holdings
of State and national banks have shown a marked divergence., Prior
to the passage of the Federal Reserve Act, national banks were not
permitted to invest their funds in farm-mortgage loans. The esti-
mated total of mortgage loans held by banks in 1914 therefore repre-
sents the holdings of banks other than national, The marked
increase in mortgage loans of commercial banks from 1914 to 1020
was largely accounted for by banks other than national, as mortgage
holdings of national banks had reached the total of only $161,652,000
on June 30, 1921. Although the estimated total of mortgage loans
of all banks showed a decline at each survey following 1920, loans
of this type held by national banks continued to increase until 1928,
the holdings of $325,125,000 on Junc 30, 1928, being slightly more
than twice #s large as in 1921, At the end of 1934 farm-mortgage
loans of national banks had declined to $218,268,000, an amount
representing 44 percent of the farm-mortgage loans held by all banks.

In tracing the trend of farm-mortgage holdings of commercial
banks, by geographic divisions, total holdings, as in the case of
personal and collateral loans, are largely dominated by the holdings
of banks in the East North Central and West North Central States.
In each of the surveys until 1931 mortgage loans in these two geo-
graphic divisions represented from 50 to 60 percent of the total held
by all commercial banks. In 1934 heldings by banks in these two
geographic divisions mnounted to only 37 percent of the total farm-
mortgage holdings of commercial banks, or about the same percentage
as ingicated for personal and collateral Joans.

In two geographie divisions the volume of farm-morigage loans
bas exceeded the volume of personal and collateral loans. In the
New England States this situation has prevailed in each of the
survey periods. In 1914 the volume of stich farm-mortgage loans
m the New England States was more than four times as large as the
personal and collateral loans, but by 1934 such loans were only
slightly more than half again as large as the personal and collateral
leans. In the earlier periods New Iingland banks were heavy
investors in farm mortgages purchased from other areas, particularly
from the Middle West. After 1923 such investinents show o sharp
reduclion as the active lending operations of the Federal and joint
stock Jand banks and the life insurance companies resulted in o con-
siderable refinancing of such loans at lower inferest rates. The
increased rate of foreclosures of mortgages following the price decline
that occurred in 1920-21 was also & Tactor tending to make castern
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banks less favornbly inclined townrd the purchase of farm mortgages
Trom other areas. .

The practice of commereinl banks in purchasing farm mortgages
from other arcas was not confined solely to the Eastern States bub was
quite general in many other sections in which loesl savings were in
cxcess of local requirements, particularly in such seetions as southern
Wisconsin and northern Jilineis. In recent yoars banks in these
areas too have drastically curtuiled their investments in outside
mortgages,

In the Pacific Coast States the survey for 1023 was the first to show
a volume of farm-mortguge loans larger than the volume of other
types of agricultural loans, a relationship whiclt was mauintained in
each of the two s-bsequent surveys,  The relatively greater increase
in farm-mortgnge losns in {his geographic division is aceounted for
largely by banks in California whers the policies of some of the lurge
branch-banking systems were refleeted in o substantinl expansion in
their portfolio holdings of farm mortgnges.

Table 2 summarizes the distribution of farm-mortgage holdings of
commercial banks for cacli of the six surveys, by geographic divisions,

‘Lante 2.—Distribution of loans securcd by farm real ectate held by commereial
banks, et staled dales, by grogriephic divisions
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IR L R [T N £ J ]
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In comparing the changes from one survey to another, it appears
possibie that the tolals for the Middle Atlantie States in 1020, 1923,
and 1931 were underestimaled. Likewise, 3t is possible that the
totals for the Pacific States in 1918 and 1923 may have been over-
estimnted.

FACTORS INFLUENCING THE TREND OF AGRICULTURAL LOANS
HELD BY RAINKS

The expansion of agricultural loans from 1914 to 1928 and their
contraction subsequent to 1920 were influenced by factors which
varied from community to community. The lending policy of local
banks, the attitude of farmers relative to the assumption and repay-
ment of debts, elimatic conditions, efe., were all inllyential in account-
ing for variations in the volume ¢f agricultural lonns. Despite the
varying conditions, hewever, cortain major factors influenced the
trend of agricultural loans in practieally all sgricullural areas. The
moreimporiant of these were the changes in the level of prices received
by farmers, the hank suspensions, the refunding of bank loans into
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long-term mortgage obligations, and the development of new Federal
financing factlities for farmers. These four major factors are discussed
on the following pages.

RELATION OF PRICE LEVEL TO BANK LOANS

Varistions in farm-commeodity prices, through their influence upon
the amount of income received by farmors, have nccounted for sub-
stantial changes in the volume of ngricndtural loans held by comuner-
cial bunks, !i?igm‘e 2 shows the estimated volume of personal snd
collaternl lonns for ench of the six surveys conducted by the Depart-
ment of Agriculture. The index of Inrm-commedity prices is also
shown for the period 1810-35 to indicate the gencral relationship
between farm prices and agricultursl lonns of commercial banks. Tt
will be noled that loans tend 1o lag behind the movement of prices.

BOLLARS | =
teucions) | fngex of prices ./ ™
3600 - receivedby /T H T = Personal and cotlateral | 200
- farmers _ leans to farmers held by 180
{1900- 162 100} ¥ commercial banks
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FIGURE 2.—PERSOMNAL ANDG COLLATERAL LoOANS TO FARMERS, HELD BY CoOM-
MERCIAL BANKS, COMPARED WITH INDEX OF PRICES RECEIVED BY FARMERS.

Tl teened of personal and colinleen! lonns in Lhe porbod from 1994 Lo 1934 bas Lended Lo foliow the tremd of
faro-commadity prices,  Varistions 1o mra-capmodity prices, ns they atfect the amonni of fucomo
recelved by mriners, intheneo tie sbilicy of the Jatier o repoy advinees obinboed from banks.  Irice
vorintlons nlso aleer {he vilue of the collaternd tiad Mrmers con offer o8 seeurity for loans,

Tarm-commuxlity prices, in turn, are an importané factor in influ-
encing the trend of faym-land vilues. Figure 3 shows a comparison
of the index of farm-land values and ihe estimated amount of farm-
mortgage loans hield by commercial banks at cach of the six survey
dutcs,

The rapid rise in farni-commodity prices, following the outbreak
of the World War, characterized by an incrense in Index of such
prices from 101 in 1914 {i909-14=100) to a peak of 244 in May
1920, substantially expanded the flow of incoine into agricultural
communities. Deposits at banks increased correspondimgly and
provided country banks with a mounting exeess of claims against
urban centers, which was reflected in o substantial inerease in the
amount of funds carried as bhalances with correspondent banks.
Couniry banks were muturnlly desirous of finding profitable invest-
ment for their surplus funds snd, with the generally favorable agri-
cultural income situation prevailing, advances were frecdy made to

FENGR°—N0 2
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borrowers. A large part of these advances were of the type which,
with the continuafion of & high price level, probably could have been
repaid within a reasonable period.  Following the sharp drop in farm-
commodity prices in 1920, when the index declined from & peak of 244
in May 1920 to & low of 113 in June 1921, the ability of farmers to
repay bank loans was seriously curtajled.

The decline in farm-commeodity prices resulted in o drastic reduc-
tion in the income flowing from urban centers to agricultural com-
munities, The payments which, on the other hand, had to be made
from agricultural communities to other areas could not be reduced
correspondingly as future commitments had been made for supplies,
machinery, interest payments, ete. At the same tine, the decrease
in farm income in relation to operating and living expenses was so
drastic thet farm borrowers could mgke but relatively small redue-
tion on the loans they had contracted on the basis of the previously
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existing high levelof prices. This situntion, in turn, adversely affected
the status of country banks.

Ordinarily the deposits of o country bank constitute a revolving
fund from which loans can be made to borrowers within the commu-
nity. When the assels of this revolving fund consist chielly of local
advances, the country bank’s ability to grant new loans, unless the
inflow of funds is greater than the volume of payments made outside
the community, is dependent upon the rate of repayment of out-
standing advances or upon the bank’s ability to scll some of its assets
or to borrow funds outside the community. The revolving character
of the fund thus can be maintained only when the inflow of funds
provides rdditional new deposits or repayments on outstanding
advances sufficient to meet the demand for new losns. In those
geriods when an agricultural community is faced with an adverse

alance of payments, and repayments on outstanding advances do
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not provide sufficient funds to meet such adverse payments, the sol-
vency of the revolving fund can be mainteined only if the individual
bank can obtain additional funds through the sele, outside of the
community, of a portion of its assets or if it has borrowing power
that can be utilized in obtaining outside credits.

The adverse balance of payments that was encountered by agri-
cultural communities following the sharp drop in farm-cormodity
prices in 1920 thus seriously impaired the revolving character of the
country bank’s loan fund and brought shout the insolven cy of numer-
ous institutions. Most country barks, prior to the price decline,
were slready heavily indebted to the Federal Reserve Eunks and to
correspondent banks.

The situation faced by farmers and by country banks in this period
was summarized in o previous report of the Department of Agricul-
ture as follows: ?

With the collapse in prices of farm products in 1920 and 1921 » eredit cmer-
geney arcse which hag few parsilels. Banks and other established credit sgen-
cies In many scctions of the country were unable {o cope with the situation and
Federal, State, and Jocal governments were called upon fo provide clergency
funds. Inseveral Northwestern States where erop failures, high operating costs,
and the drop in prices of farm products combined to creste o serious situation
Pedera! funds in the amount of 33,500,000 were made available in 1021 ane
1922 for the purchase of seed grain. Various eounty governments in these
States also provided farmers with large stos for seed and feed purposes.

The situation in the fall of 1921 Deecame so critical that dongresg voled to
bropden the powers of the War Tinence Corporation to permit advanges for
egricultural purposes. The War Finance Corporation deseribes the situation
which existed at that time in the following words:

“When the agricutlural credits act was passed (Aung, 24, 1021}, there wes &

siate of demoralization cverywhere among alt classes of agricnitural prodiicers.
Farmers and stockimen gencrally were in o desperate pii ght; breeding herds were
being sacrificed on p wholesale soale; immadire stock was heing send to the
block; and cotton, corn, and other agricultural commeodilies comnmanded prices
that were discouragingly low, in many cases materially below cost of produc-
tion.  Foreed liguication and hasty relling impaired the farmer's buying POWLE,
and this, in turn, brought about & reduced demand for the products of indusiry.
Bank deposits were being withdeawn and reserves depleted, loans could not be
collected, and the stability of our whele agriculiural and banking structure was
seriously threatened.”
Under itg breadened powers the corporation made befween August 24, 1921,
and November 30, 1924, advances tofaling $207,034,000. Of this amount 5%
per cent was advanced to banking and financial institutions, 29 per cent to live-
stock loan companics, and 13 per cent to cooperative merketing associntions.
* % * The influence of the War Finance Corporation in stabilizing credit
eonditions, however, is not messured solely by the advances it actually made,
During thesc three years it approved loans amonnting to aimost $480,000,000.
The willingness of the Federal Government ta approve large ndvances for agri-
cultgral purposes ab o time when the prices of far. praducts were demoralized
helped to resiare Lhe confidence of hoth farmers and hankers and greatly relicved
the financial atringeney.

To iHustrate the readjustment that was forced upon couniry banks
as & result of the drastic decline in farm incomes that began in 1920,
data for significant items have been compiled from the reports of
country national banks?® in 10 of the leading agricultural States.
These 10 States held more than 50 percent of the estimated total of
agriculturat loans held by all banks at the end of 1920,

10waRN, N, A Buawses, O0 00 Caniacn, (L Foant NEwTox, R, W, FARM CREBIT, FARM INSUR-
ANCE, nnd PANM TAXATION. U8, Dopt. Agr, Yourhook 120 185284, $Hus, 1935, Ses DR, 235-242,

The term “eountey™ nutionul bank here refers to Lhe classification of the Comptroter of the Curreacy,
that fs, matlone! banks outside of contral reserve apd resorve citjea,
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On the basis of eall-date data it appears that in the periad of eredit
contraction that began in 1920 deposits of these banks reached their
lowest level ab the end of 1921. Total deposits decreased approxi-
mately 20 percent from May 4, 1920, to December 31, 1921, Changes
that took place during this period in the major balance-sheet items
nrs shown in table 3.

Tasue 3o—Changes i{n major balance-sheet ilems of enuntry nelional banks in 10
leading agriculfural Slales, 1520-211

1 i :
Mayd, O fdee, 31, Lucrensa (4} or
Ttem { e ¢ Yot

deerense (=)

100 dodlurg) 1,000 doliare 100 dotlars) Perecud
Mot deposits ooaeoee .. .. [ LU, 133 |1, 0i5, 085 | -=UR0, 048 .1
Loang and discotnts, . cetmmame e cemeana] LTIIOGHD | 3,486,314 b =225, 4TH —~12
Unitad Sintes securitdes. L. e e e 42, 181 251, 053 —70, 105 —i 3
Cther Investmenls., . . e e e e 134, 240 65, 140 26, 847 <1 5
Crsly and e frour Banks . ... .. . 472, 2 BH2,0000 1 114, 22 —~25, 4
T'otnl horrowings .. P 1, 262 170, 473 -Hi0, 511 +35.0

FRns Inelude | Hlinois, lowa, Kades, Sinnesota, Misainl, Nohmska, North Caroflns, Oklahomn,
Pexng, i) Wlseansin,

Apmd reporis of the Compd eodler of the Careency.

Although deposits deereased 20 percent, loans and  discounts
deereased only 13 percent. The withdrawal of deposits to meet
pryments outside of the community necessitated a sharp reduction
in_bhalances held with correspondent banks. Holdings al cash and
balanees with eorvespandents reached their lewest point on June 30,
1921, With the seasonal inercase of farm jncome 1n the last half of
the year, this nccount was partially restored although at the end of
1921 it was still 25 pereent below that of May 4, 1920, The smaller
dollar value of check transactions beenuse of Iower prices mande it
possible to earry reduced operating balanees but it is prohable that
the pressire of meeting sdverse payments outside of the community
aused these Dalunces (o be reduced to the barest minimum,

Loans continued to rise from May 4, 1920, to November 13, 1921,
but thereafter a reduction swas shown for each eail date until Murch
10,1023, when the trend was reversed.  Borrowings increased rapidly
from May 4 to December 29, 1920, and decreased slowly in 1921,
With the improvement in farim income in 1022, however, a substantial
reduction was effected nlthough such borrowings continued at a
relatively high level.

Reduetion in holdings of United States sccurities also provided n
sonrce of funds for meeting outside payments, This was in part
offsct by incressed holdings of other securities, largely municipal
investments, warrants, elaims, and judgments.

Beginning with July 1921 prices received by farmers bhegan an
upward movement which continued until January 1923, the index
number of prices ndvancing from 113 to 146 (pre-war pricos =100).
The accompanying increuse in the flow of agricultural income into
agricultural communities agnain brought about n nominal expansion
in deposits which, with the repayments on loenl loans, provided funds
for reducing borrowings at Federal Reserve banks, correspondent
banks, and the War Finance Corporation. Balnnces at corre-
spondent banks wers also built up to a more normal leyel.
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During the first half of 1923 prices reccived by farmers again
receded, the index declining from 146 in January to 136 in July.
After a recovery in the last half of 1923, due largely to increased
prices for cotton nnd for dairy and poultry products, the index again
declined to 137 in May 1024. Prices received by producers of grain
and of livestock during this period were relatively low, the unnual
indox number of grain prices being 113 for 1923 and that for meat
animals only 107.  The relatively less favorable incomo situation in
areas producing these two groups of farm commodities was charac-
terized by unfavorable credit conditions. In order to relicve the
acute eredit situntion that developed in the Northwest during the
winter of 1923 and spring of 1924, the lile of the War Finance Cor-
poration was extended to December 31, 1924, Dospite the wide-
spread use of these emergency credit fncilities in 1023 and 1924,
the number of banlk suspensions in the Northwestern States was larger
than in any of the previous years of the post-war period.
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FIGURE 4.—PRICES RECEIVER BY FARMERS AND DEMAND DEPOSITS OF COUNTRY
BANKS IN 20 STATES, 1923-35,

The lavel of not demnnd deposits of banks io ngricudurl communities tends (o reflect changes {n the fow
of fands fnle such conununities.  Agriewltora! ineume is direetly Inllueneed by (e level of faeo-com-
modiLy prices.  Wocovery i the level of daposits slnee Aprll 103 reflects tha emubined influence of Ui
TEI]{!’])I\Si tafesrrency witlidrawn befare the ankimg holiday, reepening of peldit{onnl bonks, and the higher
loved of form Inestne reseiuing frowm incrensed frn cummodity pirlees oned beneflt payments,

With the recovery of farm prices in 1924 farm income was main-
tained at a relatively stable Jevel unlil 1930, although in 1926 low
prices for cotton tended to reduce agriculfural income in the South.

Variations in the flow of funds into agricultural cowmunities during
the post-war period havo been closely assoctated with changes in the
leve] of prices received by farmers. IFigure 4 shows the index of
prices received by farmers compared with an index of net demand
deposits of member banks of the Federal Reservo System located in
places of less than 15,000 population in 20 of the leading agricultural
States. Thenet demand deposit series, which is corrected for seasonal
variation, shows the influence of low farm prices for farm commodities
in 1923 and the subsequent recovery of prices in 1924 and 1925. The
sharp drop in prices during 1926, largely influenced Ly low prices for
cotton, is also rellected in a lower level of deposits,
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The drastic decline in prices received by farmers from 152 in August
1929 to 55 in March 1933 was accompanied by approximately as
large a proportionate decrease in net demand deposits. In meeting
this unprecedented reduction in deposits, country banks were placed
under severe strain and an abnormally large number of bank suspen-
siens toolk place.

Changes in major balance-sheet items during the period June 29,
1929, and December 31, 1932, the last call date preceding the bankin
holiday of 1933, illustrate the rapid readjustment that was force
upon the country-banking structure. Table 4 summarizes the call-
g ate data for country national banks in 10 of the leading agricultural
atates.

TasLe 4—Changes in major balancc-sheet tlems of couniry nationul bunks in 10
leading agricultural Stales, 1929-821

J 20, e, 21,
Tipn u]r:}ngg 'ig:i.! Decrense

1,000 dotlars | 1,000 delfars | 7,000 doliars | Percent
T e ORI e i iiccmneie e siais mimiaaen 2,12_1,'.-‘06 1, 257, 420 B4, 280 40.7

U , 1}
Loang and discounts. ... 1, 403, 024 723, 326 T40, GIH) 508
U'nited Stalws seeuritios e e 128, B8 245, 493 Hi, 475 25, 4
Ctherdnvestments . ..o ... ... ... ... 430, 941 451, 179 w812 18. 5
Cnsh and dus fram banks e e emmmmieee s 443, 225 327, 657 114, 571 28,1
Total Dorcowings..oo.o 0 L. L o L L. 44, 137 45, 315 3,823 7.8

1 Bintes ipeluded: Ilinois, Iows, Kansus, Minpesotn, Alissourl, Nobruska, Norih Onrclinn, Oklshoms,
Texns, and Wisconsin.

Anauad reports of the Comptroller of the Curreney,

Total deposits decreased about 40 percent and the decrease of 50
percent in loans and discounts was even larger. It is probable thut
the greater percentage decrease in loans and discounts was due in
part to the large number of bank suspensions during this period. In
o period when deposits are declining rapidly, banks that have a high
proportion of their assets invested 1n local {oa,ns are less prepared to
meet withdrawals through the ssle of outside investments. Thus
bank suspensions in agricultural regions during this period to a large
extent involved banks that had relatively high ratios of loans to
deposiis. The greater percentage reduction in loans than in deposits
would, to this extent, reflect the eliimination from the reporting series of
those banks having a relatively high ratio of loans to deposits.

Despite the relatively large holdings of securities by this group of
banks, there was a reduction of only 25 percent in the United States
securities and a reduction of 18 percent in other investments. A very
large number of banks had pledged securities to secure various credi-
tors and such investments could not be sold to meet deposit with-
drawals. The break in the bond market in the last half of 1931 and
first helf of 1932 also was so severe thatit was not possible for banks to
dispose of their bond holdings without incurring substantial losses.
The average price of United States bonds declined from 145.3 in June
1931 to 93 in January 1932. Average prices of corporate bonds, as
measured by a representative index, declined from 95.4 in July 1931
to 60.6 in June 1932, a decrease of nearly 40 percent,

Balances due from correspondents, as measured by “cash and due
from banks”, decreased relatively less than deposits. The ratio of
such funds to total deposits at the end of 1932 was actually higher

-
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than on June 29, 1929, The exceedingly numerous bank suspensions
during this period caused most operating banks to follow a policy of
protecting themselves against possible abnormal deposit withdrawals
by maintaining relatively large balances with correspondents.
Borrowings, which relatively were not large in 1929, showed »
slight decrease by the end of 1932, This is in marked contrast with
developments accompanying the price decline that began in 1920, In
the former period borrowings were very high at the outset of the price
decline and continned to rise further for some time thereafter.
During the decade following the 1920 price decline a change in
oltcy had been developing among country banks which resulted in
ess dependence on outside borrowings in meeting local loan demands,
This policy, in turn, curtailed the amount of credit made available to
local borrowers. The widespread prevalence of bank suspensions
tended to make bankers in many areas unwilling to show any appre-
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FIGURE 5.—BORROWINGS AT FEDERAL RESERVE BANKS BY COUNTRY BANKS IN
EIGHT FEDERAL RESERVE BANK DISTRICTS, LARGELY AGRICULTURAL IN
CHARACTER, 1218-35.

The tramd of borrowings of country banks nfier reaching the shnorinn! hipgh peak of abaoot $4650,000, 000 14
Lha end of 1020, has Lended to work gradually dowoward nnd in 1934 borrowings hnd been pracuieally
eliminnied. A characteristic af the series is the marked seasonul movewnent, This is largely accounted
for by the sensengl peesmmoduiions extended Ly the Federsl Reserve beoks (o counbry banks in the
cotton-growing States.

ciable amount of borrowed funds on their published statement of con-
dition except a5 a last resort in meeting deposit withdrawals, Banks
which suspended operations usually had a substantial volume of
borrowings prior to closing and the public had come to interpret large
borrowings as a sign of weakness, which interpretation led to further
deposit withdrawals. This psychological attitude on the part of the
public eaused country banks to held dewn the volume of their borrow-
ings and tended to result in relatively greater pressure for the curtail-
ment of new advances and for the liquidation of outstanding advances.

The trend of borrowings of country banks nt the Federal Reserve
banks during the period 1919-35 is illustrated in figure 5. This series
is based on thereported borrowings from the Federul Reserve banks of
banks outside the weekly reporting cities in eight Federal Reserve bank
districts, largely agricultural in charscter. Although this series in-
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cludes borrowings of banks in small industrial cities outside of the group
thav roport weekly to the Federnl Rescrve Board, it is composed
primarily of borrowings of banksin agricultural areas. It is believed,
therefore, that it rellects fairly closely the frend of horrowings of
strictly country banks. In addition to borrowings from the Federal
Reserve banks, country hanks borrowed, during this period, varying
amounts from correspondent banks, the War Finauce Corporation,
and the Reconstruction Finanece Corporation.

After reaching the abnormal high peak of about $450,000,000 2t the
end of 1920, borrewings of this group of banks tended to work gradu-
ally downward until the spring of 1928, The relatively high level of
borrowings in 1922 and 1923 was largely accounted for by banks in
the livestock and grain-growing arcas where farm income was rela-
tively lowest. Income in cotion-growing States bad improved suffi-
cienfly to enable banks in such areas o make a relatively greater
reduction in their borrowings 1han was true in most other areas.

With the reduction in open-market holdings of securities by the
Federal Reserve hanks in 1928 and the accompanying increase in
open-market interest rutes, barrowings increascd substantially, With
the decline in interest rates that began in the fall of 1929 this tempo-
rary increase in borrowings was reduced largely through the liguidation
of security loans and othier open-market paper that Tind been acquired
earlier.

Unlike the 1920 expericnce, there was no increasc in borrowings
following the beginning of the price decline in 1929, It was not until
the lust half of 1931, when widespread withdrawal of dcposits
sccentuated the wave of bunk suspensions, that borrowings showed
any substantial increase. Shortly after the beginning of 1932 these
borrowings were reduced partly as a result of funds made avnilable
through the lending aclivities of the rogional agricultural credit
corporations and of the emergency crop-production loun offices.
This downward trend continued until just prior to the banking loli-
day in 1933 when there was a sharp increase. With the restoration
of confidence in the banking structure after the banking holiday, the
return flow of currency to banks, the higher farm-commodity prices,
and the refinancing programs of the Farm Credit Administration
provided funds for the repayment of borrowings and by the end of
1934 borrowings from the Federal Reserve banks had been virtually
elimmated.

A characteristic of the series shown in figure 5 is the marked
seasonal movement shown in the velume of borrowings. This 1s
largely accounted for by the seasonal accommodations extended by
the Federal Reserve banks 1o country banhs in the cotton-growing
States. Usually the seasonal low point in_borrowing is reached in
February or March. From {his tune until August or Seplember,
borrowings increase as the adverse balance of payments for the
community hecomes larger than can be met by the reduction of
balances with corrvspon&onts or through ile sale of outside invest-
ments held in {he bank’s portfolic.

The Telationship of the seasonal borrowing of funds by country
books to the annual movement of funds to and from the individual
agricultural community may be outlined as follows: With the seasonal
marketing of farm products, funds fow into the agricultural com-
munity in peyment of marketings. The reccipt of such funds by
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the local bank, as deposits or in payment of loans previously granted
for seasonal-production expenditures, provides the bank with claims
on urban centers which go to increase its balances with correspondent.
banks or the Federal Reserve bank. Sucltincreased balances provide
funds for the repayment of borrowings and the seasonal trend of
such. borrowings is to show & decrease until the early part of the
following year. During this period belances at correspondent banlks
also are Increased seasonally in anticipation of the sdverse com-
munity payments that may be expected during the following pro-
duction season. Commercial paper, brokers’ loams, or bonds also
arc usually acquired during this period for temporary investment
during the period when the receipt of outside funds is in exeess of the
payments that are made to other areas. As marketings decrease, o
point is finslly reached at which the balance of community payments
becomes adverse, & development which is accentuated as the crop-
production season gets under way.

Duaring this period expenditures must be incurred for fertilizer,
supplies, and machinery purchased oustide of the community, In
meeting these adverse payments, balances at correspondent banks are
drawn upon and temporary short-term investments in ouiside securi-
ties are disposed of. These means of meeting the comnunity’s out-
side claims are then supplemented by funds obtained through borrow-
ing at the IFederul Reserve bank or [rom correspondent banks., Bor-
rowings tend to increase until the beginning of the next marketing
season when receipts from the new crop again bring about a favorable
balance of payments for the community.

The seasonal movement of funds to and from agricuitural commu-
nities varies of course as between different arens. The series of
country-bank borrowings shown in figure 5 is dominated largely by
the borrowings of banks in cotton-growing aress. A community, the
income of which is largely dependent upon the marketing of early
vegetables, would have an entirely different seasons! movement.
Likewise when a community’s income is derived largely from live-
stock-feeding operations it would have a seasonal movement almost
the reverse of that for a community dependent chiefly upen the
marketing of crops. Where the flow of income into & community is
fairly regular throughout the year, as in a dairying community, there
is no appreciable adverse balance of payments of a seasonal character.
In such communities there is little or no need for seasonal sccommo-
dation from the Federal Reserve banks or from correspondent banks,

REFUNDING OF BANK LOANS INTO LONG.TERM OBLIGATIONS

Following the price decline of 1920 country banks found themselves
in possession of a substantial volume of slow or “frozen” loans. This
situation caused them to encourage borrowers to seck new mortgage
refinancing with other agencies In order to obtain repuyment or
reduction of such Jonns. With substantial borrowings from their
correspondents and the Federal Reserve banks, the tying up of their
assets in such frozen paper impaired the ability of country banks to
meet the current loan requirements of their customers. To restore
their assets to a more liquid condition, country banks had every
meentive to encoursge and assisy their borrowers to obtain mortgage

58892°—36—3
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loans that would supply funds for making at least a particl reduction
on their bank leans.

As the rapid price rise which culminated in 1920 had taken place
m a relatively short period, & substantial volume of the mortgages
that had been incurred in years prior to 1919 and 1920 represented
amounts lower in relation o the then-existing land values than the
maximum loan values set by most leading lending agencies. With
the active demsnd for farm-mortgage loans following 1920, bor-
rowers whose farms had not bitherto been encumbered or whose
encumbrance had been incurred when land values -were relatively
Jower were thus in a position to obtain additional funds with which
to make payment on their bank loans.

The trend of sgricultural loans in the period since 1820, therefore,
was materially influenced’ by the active lending operations of farm-
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FIGURE 6.—TREND OF FARM-MORTGAGE HOLDINGS oF PRINCIPAL LENDING
AGENCIES, 191434,

In ihe post-war period theactivelending operstions of larm-mortgage credit ngeneles wes a factor influencing
the volumie af azriculiura) loans beld hy commercial banks. Ln the period from 1420 through 1827, out-
standing farm-mertpege loans of life insurance companies, Federal land bapks, and joint stock land
Bonks incressed in & larger amount than did the total of furm-mortgage indebtedness, 1In 1934, the opera-
‘tions of the Farm Credit Administmtion were slso e epprecioble lastor in refinancing agricultural loans
held by commereial banks,

mortgage credit agencies. Iigure G, which shows the outstanding
farm-mortgage loans of leading lending agencies from 1914 to 1935,
indicstes the rapid expansion in the volume of loans held by the life
insurance companies and by the Federal and joint stock land banks.

Life insurence companies, which held about $667,000,000 of farm-
‘mortgage loans at the end of 1914, increased their loans up to the
end of 1919 at the average annual rate of $61,000,000. Beginning
in 1920 and continuing through 1927 their lending operations wers
very rapidly expanded, the average apnual increase in outstanding
Joane during this period being about $149,000,000. From the end of
1919 to the end of 1924, their farm-mortgage holdings practically
doubled and placed these institutions in the leading place as a source
of farm-mortgage credit. This leading place they held until the rapid
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expansion in lending activities of the Farm Credit Administration in
1934.

The lending operations of the life insurance companies have been
chiefly concentrated in a relatively small number of States. In
1930, 81 percent of farm-mortgage loans of life insurance companies
were concentrated in 10 States. These 10 States, however, accounted
for only 36 percent of the total agricultural loans held by commercial
banks on December 31, 1934.

The operations of the Federal land banks in particular served to
bring about the refinancing of commercial bank loans as their lending
activities were made aveilable to all areas of the country. The lend-
ing operations of other leading mortgage-credit agencies had been
more largely concentrated in certain favored aress and those sec-
tions in which mortgage facilities were not so fully developed had,
through the Federal land banks, a new source of mortgage credit for
refinancing purposes.

The Federal land banks, which begen operation in 1917, had out-
standing loans of $350,000,000 at the end of 1920. Lending opera-
tions from the summer of 1919 to the spring of 1921 were held in
check pending the outcome of the suit testing the constitutionality
of the Federal Farm Loan Act. Following the Supreme Court’s
decision upholding the constitutionality of that act, lending opera-
tions increased rapidly, the average annual increase in their outstand-
ing lozns from the end of 1920 to the end of 1927 amounting to about
$115,000,000. Loans showed a further slicht increase in the next 2
vears but from the end of 1929 to the end o% 1932 there was a decrease
of about 7 percent. With the inauguration of the Farm Credit Ad-
ministration’s refinancing program in 1933, authorizing appraisals for
land-bank loans on the basis of “normal”’ values and including provi-
sions for Land Bank Commissioner loans up to 75 percent of the
appraised “normal” value, logns from this source had more than
doubled by the end of 1934.

The joint stock land banks, the operations of which were also
authorized by the Federal Farm Loan Act enacted in 1916, had out-
standing only $78,000,000 of farm-mortgage loans at the end of 1920.
As in the case of the Federal land banks, the decision sustaining the
constitutionality of the Federal Farm Loan Act in the spring of 1921
was followed by a substantial expansion in lending sctivities of the
joint stock land banks which continued through 1927. The average
ennusl increase in outstanding loans for these institutions from the
end of 1920 to the end of 1927 was $84,000,000. Following 1927 the
volume of new loans was_curtailed sharply and outstanding loans
continued an uninterrupted decline through 1934. These institutions
are now in_process of orderly liquidation as the provision of the
Emergency Farm Mortgage Act of 1933 prohibits them from making
new farm-mortgage loans, except incidental to the refinancing of
existing loans held by them or to the financing of acquired property.
At the end of 1934 joint stock land banks held outstanding loans in
the amount of only $261,000,000.

During the period when farm-mortgage loan holdings of the life
nsurance companies and Federal and joint stock land banks were
increasing rapidly—I{rom the end of 1920 to the end of 1927—the
average annual increase in the volume of outstanding loans of these
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three agencies was $337,000,000, representing & net increase of
$2,358,000,000 for the period as a whole.

The Department of Agriculture estimated the total farm-mortgage
debt to be $7,858,000,000 on January 1, 1920, and $9,469,000,000 on
Japuary 1, 1928, an inerease of $1,611,000,000. During the same
period the actual increase in loans held by the three agencies, whose
operations have been discussed above, was $2,662,000,000, which
was substantially in excess of the actual increase in total farm-
mortgage indebtedness.

It is impossible to estimate how much of the mortgage-refunding
operations during this period reduced sgricultural loans held by
commercial banks, but it scems probable that such mortgage refund-
ing was an important factor contributing to reduction of bank loans.
The trend of both real estate and of personal and collateral losns of
commercial banks was downward during this period. At the end of
1023 ib was estimated that sbout 20 percent of the farm mortgages
held by banks represented junior liens, that is, mortgage preceded by
one or more mortgages as to priority of security. In 1931 with the
total volume of their mortgage loans reduced by nearly one-third, the
estimated percentage of junior liens to total farm-mortgage loans held
by commercial banks was ounly about 10 percent. Aithough the
reduction of the amount of junior liens was accounted for, in part, by
foreclosure of such liens or of the prior mortgages, it is also probable
that part of them were refinanced by being consolidated with other
debts which were refinanced with Jong-term mortgage loans.

Data compiled from the applications submitted for loans {from the
Federal and joint stock land banks show that from their organization
to the end of 1927, 66 percent of the proceeds of Federal Tand bank
loans were to be used for repayment of mortgages, and 11 percent for
the payment of other debts. 1n the case of joint stock land banks,
79 percent of the loan proceeds were to be used for repayment of
mortgages aud 6 percent for payment of other debts. '

In analyzing the refunding of bank loans inte long-term farm
mortgage obligations in relation to the total indebtedness of farmers,
it appears probable thet the increase in farm-mortgage indebtedness
from the beginning of the price decline in the middle of 1920 fo its
peak in 1928, wns accompanied by little or no nef increase in the total
agricultural indebtedness. The change in the estimated farm-
mortgage debt since 1920 was as follows:

January 1, 1820 87, 857, 700, 000
January 1, 1925 3, 360, 620, 000
January 1, 1528 9, 468, 524, 000
January 1, 1830 g, 241, 394, 000

Such evidence as Is available indicates that farm-mortgage debt
increased rapidly in the first half of 1920, so that the net increase
from the middle of 1920, when farm-commodity prices began their
sharp decline, to the beginning of 1928 was probably not so large asis
indicated by a comparison of the January 1 figures listed above.
Such increase as took place was largely if not entirely offset by
refunding of bank loans into mortgage%oﬂ us and by other methods of
curtailing agricultural loans obtained from commercial banks.

In the period following 1929 there was little opportunity to refund
bank loans into long-term mortgage loans until the Farm Credit
Administration began its refinancing program in 1933. Lending




AGRICULTURAL LOANS OF COMMERCIAL BANES 21

agencles drastically curtailed the volume of their new loams from
1928 to 1933 and the continuous decline in land values brought about
a corresponding decrease in the value of the security that farmers could
offer as & basis for credit.

Since the beginning of the mortgage-refinancing program of the
Farm Credit Administration in 1933, there has been a substantial
reduction in the volume of farm mortgages held by all other important
lending agencies, including commercial banks. Data covering the
period from May 1, 1933, to September 30, 1934, indicate that 22.9
percent of the proceeds of Federal land-bank loans and 24.5 percent of
the proceeds of Commissioner loans were used to repay loans heid by
commercial banks,

DANK SUSPENSIONS

From January 1, 1921, to March 15, 1833, there were 11,265 bank
suspensions. Approximately 87 percent of these banks were In places

BANK
SUSPENSIONS

Banks in places of 10,000
population and over

2.000 | Banks in places of jess

than 10,000 popuiation

1.600

1,200

fg2t 'z2 ‘23 '24 25 ‘26 27 ‘'8 ‘2% '30 31 32

FiGURE 7.—NUMBER OF BANK SUSPENSIONS, BY YEARS, 1921-32, iN PLACES
85 LESS THAN 10,000 POPULATION AND LM PLACES OF 10,000 POPULATION AND
ER.

The hienvy coneentration of hank suspenslons in plrees of less than 10,600 population iz explained in part
by the fnet Lhnt suely o inrgo pereentinge of ol banks nrg loceted) in tho simaller towns nnd citfes. Al the
encd of 1034, commmnerein! bnnks loerlerd in pluces of less thnn 10,000 popuintion eonstiated 79 pergent of the
totul gummber of al) commerelud banks.

of less than 10,000 population and hence banks primarily serving
agricultural arens. Banlk suspensions in each year for the period
1821-32, together with the proportion representing banks in places
of less than 10,000 population, are shown 1n figure 7.

Incident to the banking holiday, the number of banks was further
drastically curtailed. Between 4,500 and 5,000 banks were not given
license immedintely after the holiday, and over 2,100 of them were
eveniuelly placed in liquidaiion orv reeeivership,  From March 16,
1933, to December 31, 1934, there were also 236 suspensions of
licensed banks,

Table 5 shows the number of bank suspensions by States and
geographic divisions for each year for the period 1921 to 1934, inclu-
sive. 1t will be scen that suspensions in the earlier years were most
heavily concentrated in the West North Central, Souih Atlantic,
West South Centreal, and Mountsin States. By States, the largest
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number of suspensions took place in North Dakota, South Dakota,
Minnesota, Nebraska, Montana, Georgin, Texas, and Oklahoma.
Following 1929, suspensions becams general in nearly all States.

TaBLE b.—DBank suspensiona, by gesgraphic divisions and by States, 1921-34

Gmg‘;‘;%héﬁgf:js“’” 192111622 | 1023 | 1024 | 1925 | 1920 | 1027 | 1028 | 1920 1530 | 1081 | 1942 | 5033t 1034
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Okishoma. ar | 3} s3I S0 27 207 28 S 21 22 24
BYAS. ... 63 | 34 19 ) 38| W7 a5 | 22 1t 34 BY
Maonienn... 21 3L 371 45 18 8 2 1 1 11 ¥l
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Colorado.eeooooon .. 12 5| 18 Broda M [ 3 5 21
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Washington.. P H! & 5 2 4 2 7 K 22
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i The figures for 1043 comprise the total of: 449 banks suspended befors the banking hodiday; 170 hanks
licensed following the bﬂnkl“ﬁ hnlbilny nnd suspended before the end of the your; 2,153 banks oot
licensed feilowing Lhe bruking hollday and placed lu lkpuldation or recaivership by Doe. 31, 1035; and 27
banks not lcensed following the bunkiug boliday snd neither Heensed nor placed in liguidstion or
receiversbip by Dec. 34, 1935,

Toord of Governors of Lhe Federal Reserve Sys(em.
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Table 6 shows the total number and deposits of suspended banks
in the 1921-34 period compared with the number of active banks on
June 30, 1920, The number of suspensions in three geographic
divisions, the West North Central, South Atlantic, and Mountain

TasLs 6.— Tolal bank suspensions, by geographic divisions and by States, 1921-34,
in relation o number of aclive banks June 30, 1980
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States, was equel to over one-half of the numbar of banks operating
on June 30, 1920, All nf the other geographic divisions, with the
exception of New Englend, Middle Atlantic, and Pacific, had very
high ratios on & simils: eccmparative basis. By individual States,
the highest ratio was 105.7 for Florida., This high ratio is influenced.
by the fact that the real estate boom in Floridaﬁed to the chartering
of a substantial number of banks subsequent to 1920. The second
highest ratio was 82.7 percent in South Dakota, States having a
rafio in excess of 60 percent were as follows: Michigan, JTowa, Nerth
Dakotn, Nebraska, South Carolina, Georgia, Arkansas, and Nevada.

The suspensions of banks in rural areas were an appreciable factor
in reducing the volume of outstanding bank loans to agriculture.
When a bank is placed in liquidation, it is obvious that outstanding
advances must be quickly collected in order to mako payment on the
elaims of ereditors and depositors. Where full collection has not been
possible, compromises and the writing-off of assets have also reduced
the total of outstanding agricultural loans. Had these banks con-
tinued in operstion, it is probable that loans on which borrowers
could meet intercst payments, without reduction of prineipal, would
have continued to be carried as bank assets.

Although many borrowers of good eredit, stonding who had obtained
loans from banks that were subsequen*ly suspended were able to
obtain accommeodsation from open banks, the volume of such advances
in relation to the volume of loans held by banks at the time of their
closing was probably small,

The numerous bank failures also influenced the volume of new
bank loans based on agricultural security by lessening the confidence
of depositors of other banks, which led to abnormal deposit with-
drawals, To protect themselves against the possibility of such
abnermal withdrawals, banks followed the policy of keeping an
inereasing proportion of their assets invested in readily liquidated
securities purchased outside of the community. This policy was not
only reflected in & decrease in the proportion of bank assets invested
in loeal agricultural loans but also resulted in pressure for the liquida-
tion of outstanding advances.

FEDERAL FINANCING FOIl FARMERS

The decline since 1920 in the volume of personal and collateral
loans held by commercial banks was in part offset by the advancing
of lonns directly by the Federal Government and federally-sponsored
agencies. As the availability of loans from the Federal Government
or from federally-sponsored agencies diverted & substantial amount
of loans from commercial banks, these new lending facilities were a
{actor influencing the amount of personal and coliateral loans held
by commercial banks,

Table 7 summarizes the volume of loans, excluding those secured
by farm real estate, held by Federal agencies or by agencies sponsored
by the Federal Government at the end of cach year during the
period 1922-34. The amount of such advances was relatively small
until 1930, consisting of sced-loan advances and loans obtained from
agencies that discounted with the Federal intermediate eredit banks.
Tn observing this table it should be noted that the rediscounts of the
Federal intermediate credit banks include rediscounts for production
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credit associations and regional agriculturel eredit associntions, which
are also shown in separate columns,

Tanve T.—Agrieunltural loans, exclusive of loans an farm real estate held by Federal
agencies or by federally-sponsored agencies, 19292-34
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Farm Credit Administrtion, Division of Finanee nod Reserel.

From 1921 through 1934 Congress by special appropriation or
authorization made Tunds available in 10 different years for direct
advances by the Federal Government for the purpose of producing
crops or for purchasing feed for livestock, These advances were
first known as “sced loans” and luter as “emergency crop production
lonns.” The earlicr approprintions were available only to lmited
districts within a very few States and, as indieated in table 7, the
amounts involved were relatively small.  The availability of such
advances until 1932 was predieated upon some elimatic disturbance
such as drought, storm, or hail,

GEANZ —dt——
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In 1932 a departure from the previous policy of limiting Federal
loans to {armers in those arens which had been affected by an unusual
climatic disturbance, such as drought, storm, or hail, was eflected.
Authority was given to the Secretary of Agriculture to make logns
“swhero he finds that an emergency exists as the result of which farm-
ers are unable to obtain loans for crop production.” This latter
policy was also continued in 1933 and 1934.

As an outgrowth ol the credit difficulties experienced by agrieul-
tural arens following the 1920 price decline, legislation was enncied
in 1923 to establish 12 Tederal intermediate eredib banks. The prin-
cipal purpose of these institutions was to supply farmers with pro-
duction and marketing credit {or periods longer than those usually
supplied by commercinl banks. These institutions were not permit-
ted to make divect loans to farmers but were only authorized to dis-
count and purchase agricultural and livestock paper for und from
banks, livestoclk loan companies, agricultural credit corporations,
other Federal infermediate credit banks, and vnrious elasses of farn-
ers’ eooperative associations. They were also authorized to make
direct loans to cooperntive marketing associations.

Commerecial banks made very little use ol these rediscounting facil-
ities because discounting institutions were not permitied to charge
the borrower a rate in exeess of 1} percent nbove the discount rate.
(This margin was subsequently reised and now stands at 3 percent.)
By discounting paper with, or borrowing [rom, their correspondent
banks or the Federal Reserve banks, country banks avoided having
to lower their interest rates in accordance with the margin required
by the Federal intermediate credit banks.

The discounts for “other finamecing institutions’” shown in table 7,
therefore, represent primarily advances for agricultural credit corpo-
rations and livestock loan companies. As indieated in the table, the
volume of culstanding loans to financing institutions did not show
any great expansion until the production credit nssociations were es-
tablished in 1933 and 1934. As the existence of o local diseounting
institution was required as a channel for the farmer's utilization of
the Federal intermedinte credit bank facilities, an expansion in lend-
ing operations was held in check by the limited number of agricul-
tural eredit corporations and livestock Ioan companies. The narvow
margin that was permitted the discounting ngencies, particularly in
the earlier years ol operation, made the investment of capital in loeal
agricultura{ credit corporutions relatively unattractive. Lending
opergtions of agencies discounting agricultural paper with the Fed-
ernl intermedinte eredit banks were largely concentrated in the cotton-
growing arens and in the li\'estoc.]c-growin%‘ sections.

Tollowing the establishmeut of the Federal Farm Beard in 1929,

that organization embarked on a program of making loans * to coopern-
tive associations which in turn advanced credits to farmer borrowers.
With the liquidation ol the stabilization loans of the Federal Farm
Board, the voluine of these loans has tended to decrease substantially.
Following the establishment in 1933 of the banks for cooperatives,
financing of cooperatives was also shifted to the new institutions.
The various types of cutstanding loans made from the fund of the

Gyt of Lheso lonns, ehlefly fueility Ioms, reprosent nedvanees o ilved copital.  Tls slivatlon ulso
provedls io tho o recently establishol banks for vospetaiiyves,
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Agricultural Marketing Act, of the Federal Farm Board, are also
shown in table 7.

In 1932, 12 regional agricultural eredit corporations were set up by
the Reconstruction ¥inance Corporation to make loans direct to
farmers and stockmon where the proceeds of such loans were fo be
used for an agricultural purpese. The lending operations of these
corporations were confined to a rclatively short period, from October
1932 to April 1934. Since the latter date, these institutions have been
in process of orderly liquidation,

The first loans of the regional agricultural credit corporations were
made in October 1932, In the earlier months of operation, the
demand for loans was largely fron: the livestock arens and, in particu-
lar, from the range sections. In the first part of 1033 the volume of
crop production loans assumed considerable proportions,  Livestock
loans as well as all other louns reached a peak in Augnst 1933 when
the combined total of all cutstanding loans wns $158,304,375, Live-
stock Joans at that time represented slightly less than one-half of the
total. During the period {rom date of organization to December 31,
1934, totel loans disbursed, excluding renewals, amounted to $284,-
796,430, Renewals during this period amounted to $103,505,587.

By Exccutive order of the President dated March 27, 1933, which
beeams cffective as of May 27, 1933, the various Federal agencies
that provided agricultural eredit were transferred to the newly crented
Farm Credit Administration. This action was shortly followed by the
enactment of the Farm Credit Aet of 1933 which, in addition to
broadening the lending facilities of institutions included under the
supervision of the Farm Credit Administration, provided for a per-
manent system of production eredit associations and a system of
cooperative banks.

As indieated carlier, one of the major handicaps in making the
facilities of the Federnl intermediate credit banks generally available
to farmers was the luck of an adequate number of local discounting
agencies. The Farm Credit Act of 1933 made provision for the
establishment of loeal discounting agencies known as production
credit associations to supply ¢redit for sound agricultural purposes in
all agricultural arcas. Aboul 560 production credit associations are
now in operation and the volume of their loans has shown a rapid
expension, outstanding loans amounting to $61,024,000 at the end of
1934, With the establishment of the new production credit associn-
tions the need for the continued operation of tho regional agricultural
corporntions was removed and sinee April 30, 1934, the latter heve
been following an orderly liquidation of their affairs.

Twelve banks for cooperatives and a Central Bank for cooperatives
were also established under the provisions of the Farm Credit Act of
1933. The lending operations of these institutions cover somewhat
the same field as was hitherto served by the revolving fund of the
Agricultural Marketing Act.

AGRICULTURAL LOANS AND RURAL BUYING POWER

The policies of banks in advancing credits to farmers in the 20-year
period from 1014 to 1934 have been characterized by two divergent
trends. From 1914 to 1920 the proportion ol their total Joans
advanced to agriculture inereased, indicating that the buying power of
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agriculture, s an industry, was relatively more rapidly augmented by
bank loans than was that of other industries considered as a whole.
Since 1820, each of the three bank surveys has indicated a decrease
both in the absolute amount of agricultural loans and in the proportion
which such advances bear to total loans of banks. Table 8§ indicates
the changes that have faken place since 1914,

TaBre 8.—Relation of agricullural loans to total loans held by banks in siated years
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At the end of 1834 the ratio of sgricultural joans to totul loans held
by banks was the lowest shown in the six surveys, being only about
one-third as hixh as the ratio indicated for 1920.

A part of the decline in the ratio of agriculfural losns to total loans
of all banks may be explained by developments that did not curtail
the buying power of agriculture. Since 1920 a part of the reduction in
sgricultural loans held by banks has been accounted for by a refunding
of such advances into long-term mortgage loans obtained from sources
other than commercial banks, by writing-oft uncollectible loans, and,
in recent years, by a shift in new financing to Federal and federally-
sponsored agencies.

The estimates indicate, however, 8 substantial reduction in agri-
cultural loans of banks, accounted for by factors other than those
listed above, which together with the loss of purchasing power result-
ing from the immobilized deposits of suspended bunls in agrieultural
arens, influenced the demand of agriculture for the output of other
industries.

The decline in the absclute amount of agricultural loans during a
period in which, for the most part, total loans of all banks and
national income were both increasing, indicates that fnrmers’ incomes
as & dircet factor in the demsud for the outpub of other industries
were relatively reduced by such net repayments on indebtedness and.
she immobilizetion of deposits in closed banks. Seasonal changes in
the volumne of agricultural loans, resulting from the seasonal borrow-
ing and repayment of funds varying in proportion to changes in farm
income, do not result in any relative change in the buying power of
farmers. When loans to farmers inerease more rapidly than farm
income, however, the buying power of farmers is relafively aug-
mented. Lilkewise, if the level of agricultural loans is reduced when
farm income is increasing or is reduced reiatively more when income
is declining, the buying power of farmers is relatively curtailed. In
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the period prior to 1920, it appears that in many agricultura] areas
farm buying power was augmented by the bank-loan policy and that
in the period since 1920 it has been relatively curtailed.

CLASSIFICATION OF AGRICULTURAL LOANS HELD ON DECEMBER
31, 1534, BY TYPE OF SECURITY

Turning {rom an anslysis of the developments influencing the
volume of agricultural loans held by commercial banks during the
war and post-war period, an analysis of the agricultural loans held
by commercial banks on December 31, 1834, is presented. This
analysis is based on a classification of loans by type of security and
also classifies the volume of agricuitural louns held by banks in towns
and cities of various population groups. A distribution of agricul-
tural losns by type of bank is also presented.

TYPE OF SECURITY

Of the agricultural loans held by commercial banks on December
31, 1934, 38.2 percent consisted of loans on farm real estate; 8 percent
of loans secured by livestock only; 12.2 percent of loans secured by
erops, equipment, and livestock; 11.1 percent of loans secured b
warehouse receipts; 4 percent of loans secured by other co]latemﬁ
and 26.5 percent of loans not secured by coliateral, including both
endorsed and unendorsed notes. Table 9§ shows the distribution of
agricultural lonns of $he various types reported by commercial banks,
by States and geographic divisions.

TasLe 9.—~Classification of agricultural loans held by commerciel banks Dec, 81 '
1584, by States and geographic divisions
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TapLe 8.—Classification of agricultural loans held by commercial banks Dec. 31,
1934, by States and geographic divisions—Continued
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Agricultural Joans constituted only 9 percent of total loans of
commercial banks on December 31, 1934, Bxeepting for the New
England and Middle Atlantie States, which together hold 52 percent
of nll commercial bank lonns, all other geographic divisions had a
higher ratio of agriculiural loans to total Joans than the ratio for the
United States as a whole.  The highest ratio of 39.1 percent is found
in the Mountain States: the next highest in the West North Central
States. Banks in the East and in the West South Central States
have approximately one-fourth of (heir total louns classified as
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agricultural, Table 10 shows total louns, total agricultural loans,
and the ratio of agricultural loans to total loans by geographic
divisions.

Tavne 10— Patal lnans and tolal agricuitural loans fogelher will ratie of foinl
agricuftural loany fo total lmm.a, by gmgmp!nc (hr'wmna, Dec, 31, 103}
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In general, the proportion of the total agricultural louns held in
various geographic divistons, corresponds closely with both the
distribution of the total agricultural income and the value of farms
in such geographic divisions.,  Thisisindieated in table 11,

TasLe 11.—FPergenal and cpllaieral loens lo farmers compared with farm tncome
and value af furms by ngraﬂhtr rht THIONSE J)w. @, 1t
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Pailie. el 63, 505 sl L 3 3, 32U, 306

— i — I
Unlted States .. . ... 307, 613 ) 25, 034, 365 Hkk O % U2, 584,42 i

i Preliminary report of the Hurenn of the Cengus. . .
35 total dilfers from estinmatod Unfeed Stotes eash income bectuse I Ingldes auly incorue
fronn selected comrooditics npdd ne deductions nre mnede for the inshipoent of Hvestock for feeding.

LOANS SECURED BY FARMN REAL ESTATE

Loans secured by farm real estate represented 38.2 pereent of total
agricultural loans. This type ol loan was heavily concentrated in the
Pacific, East, North Central, and West North Central States, these
three geographic divisions having slightly more than 60 per cent of the
total,  The largest amount in any one State was $115,563,000 in
Californin, This amount, which represented 23.2 pereent of all farm
real estate loans beld by commercial banlks in the United States, was
primarily concentrated in the large branch-banking systems of that
State. Table 12 shows the amount and percentage distribution of
real estate Joans of commereial baks by geographie divisions.
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TasLe 12.—Distribution of loans secured by furm real estate, by geographic divisions

Dee. 31, 1984
Louns se- I’:’ go&t- Louosse- | ¥ :':gm}t'
, L cured by Ee i cured by | B30
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The highest ratio of farm reol estate loans to total agricultural
loans for any geographic division, 64.9 percent, was shown for the
Pacific States and the lowest, 18.3 percent, for the Mountain States.
Relatively high ratios were also shown for the Middle Atlantie and
East North Central States. The highest ratio for any individual
State was that of Vermont where 78 percent of total agricultural
loans were represented by loans on farm real estate, in large part
loans on farms in other States, Chalifornia slso had a high ratio of
70.7 percens, resulting from the policy of the larger branch banks of
having a substantial amount ol their assets invested in this type of
loan. In the Southern States only Louisiana and Mississippl had
fa.rm real estate loans in excess of 50 percent of their total agricultural
oans,

The decline in the volume of loans secured hy furm real estate
from $1,447,483,000 at the end of 1920, 1o $4088,842,000 at the end
of 1934, was less rapid than for all other types of agricultural advances.
This probably was due largely to the fact that a part of the farm-
mortgage loans of conumercial banks is not required directly as an
Investment butis acquired as security for an advanee previousiy made.
In a period of declining prices such as was experienced in 1920-21
and following 1929, the security for many loans, made when prices
were higher, becomes impaired. In order to protect their advunces,
thercfore, banks frequently obtain real estate morigage security.

LOANS SECURED IY LIVESTOCK

Banks were requested o report their loans based on livestock
security in two cnlegories, those secured by livestock only and those
securecl by “crops, cquipment, and livestock,” The fofal amount
of loans of the first type was $104,153,000 and of the second
type $159,785,000. Loans of the latter type which also include loans
for crop-production purposes were sbnormally Jow because the
sensona{ accemmodations for this purpose are usually repaid by the
end of the year. If data had been obtained for the midyear, the total
for this item undoubiedly would bave been much bigher. The
amount aind percentage distribution of these loans, by geographic
divisions is shown in table 13.
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TanLe 13.—Disiribution of leans secured in whole or in part by livestock, by geo-
graphic divisions Dec. 81, 1984
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The distribution of livestock loans follows in a general way the dis«
tribution of livestock numbers, being relatively Tm*gest in the West
North Central, West South Central, and Mountain States. The
Pacific Coast States also held a considerable volume of such loans,
chiefly in California, Of the individual States, the largest volume
was held by Texas with 18.4 pereent of the United States total of
loans secured solely by livestock and with 11.9 percent of the United
States total of loans based in part on livestock security. Nebraska
and Minnesota had the next largest volume, and Kunsas, California,
Oklahoma, and Tows also had relatively large amounts of loans based
on livestock security.

The volume of livestock loans held by commercial banks has been
substantially reduced by the same factor that has influenced other
types of agricultural loans, namely, the sharp decline in prices of
farm commodities. The drastic decline in livestock prices from
1930 to 1932 necessitated a reduction in outstanding loans as a read-
justment to the Jower value of the livestock security, and, at the same
time, curtailed the value of the security that farmers could offer for
loans. Severe drought conditions in livestock areas, particularly in
1934, also brough$ about a considerable liquidation of loans through
the reduction in livesiock numbers. Losses encountered in feeding
operations immediatelvy prior 1o 1933 were a factor tending to make
feeders curtail their operations. Lack of adequate feed supplies in
many of the important cattle-feeding States also reduced the demand
for feeder loans in the winter of 1934-35.

In addition to these factors affecting the volume of livestock loans
heid by commercial banks, there has been a shifting of this type of
loan to other agencies, which has further influenced the reductions
of such loans in the hands of comumercinl banks. Prior to 1920
livestock loan companies, making loans to livestock growers and
feeders and selling their paper to banks throughout the country,
were important factors in the ficld of livestock financing. The sharp
drop in livestock prices that hegan in 1920 brought about heavy
losses to these companies and mapy hecame insolvent and were
liquidated. By the end of 1929 only a few of these companies re-
mained and at the present time the livestock loan company which
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operates on the basis of selling livestock paper to commercial banks
has virtually diseppeared.

Following the passage of the Agricultural Credits Act of 1923
permanent agencies for the rediscounting of livestock loans, as well as
for other types of agricultural paper, were provided in the establish-
ment of the Federal intermediate credit banks. Some of the pre-
viously existing livestock loan companies began to use this new
source of funds with which to centinue their %oan operations, and
additional loan companies and agricultural credit corporations were
orgnnized. At the end of 1932 Federal intermediate eredit banks
were rediscounting about $59,000,000 of livestock loans as compared
with about $35,000,000 at the end of 1929.

The establishment of the regional agricultural credit corporations
in 1932 opened up another source of credit to livestock growers which
resulted in o considerable shifting from banks of loans secured by
livestock. The largest volume of outstanding livestock loans held
by these corporations was $78,223,000, reached in August 1933. In
the same month they also held agricultural loans, a considerable
proportion of which was in part secured by livestock, in the amount
of $80,171,000. N

Under the system of local production credit associations, set up
under the supervision of the Farm Credit Administration in 1933 and
1934, loan operations have expanded rapidly and at the end of 1934
these associations had $32,855,000 of livestock loans outstanding.
This amount includes a portion of the loans previously financed by
the regional agricultural corporations.

At the end of 1934 the various agencies operating under the super-
vision of the Farm Credit Administration had outstanding livestock
loans in the following amounts:

Regiongl agricultural eredi$ corporations §50, 379, 000
Federal intermediate eredit banks:
Discounted for production credit nssociations 32, 855, 000
Discounted for other financing institutions 44, 514, 000

The growth in the volume of livestock loans by these federally-
sponsored institutions explains, in part, the relatively low level of
hivestock loans held by commercial banks at the end of 1934.

Commercial banks located in the leading livestock-marketing
centers huve usually pleyed an important part in the financing of
livestock, particularly in connection with the purchase of cattle for
feeding. In most stockyard centers one or more banks have special-
ized in livestock loans, either in making loans direetly to livestock
growers and feeders or in rediscounting loans for livestock-commission
firms.

To ascertain the relative importance of loans granted by banks in
stockyard centers, o special tabulation was made of the livestock loans
reported by banks in, or adjacent to, the 17 most important livestock
markets.®*  The amount of loans sccured by livestock only, held by
banks in these 17 centers on December 31, 1934, was $18,704,500, or
28.4 percent of their total agricultural loans. The amount of their
loans secured by crops, equipment, and livestock, was $5,274,400 or 8
percent of their tot.aF agricultural loans.
mnsm Clty, Mo., 8. Louis {Including Enst St. Louis), 5t. Pru! {including South St. Paul),

Qmnha, Bt Joseph (including South St Joseph), Sious Ciy, Oklshoms City, Denver, E] Pasy, Sull Loke
City, Los Angeles, Portland, Oreg., Fort Worth, ludianapolis, Loufsville, und Wichita.



http:banks.in

AGRICULTURAL LOANS OF COMMERCIAL BANKS 35

In comparison with the total loans in these two classifications held
by all banks in the United Stetes, banks in these 17 centers held 18
percent of all loans secured by livestock only, and 3.3 percent of the
total of loans secured by crops, equipment, and livestock.

LOANS SECURED BY WAREHOUSE RECEIPTS, BILLS OF LADING, ETC.

Loans secured by warehouse receipts, bills of lading, ete., constitute
11.1 percent of total agricultural loans and 17.9 percent of personal
and collateral loans. Except in the southern cotton States, the
amount of such loans, In comparison with other types of agricultural
loans was relatively small. As indicated in table 14, 86 percent of
the United States total were concentrated in the South Atlantic, East
South Central, and West South Central States.

TasLE 14.—Disiribution of loans secured by warehouse receipls, bills of lading, elc.,
by geographic divisions Dec, 31, 1584
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In the cotton-growing States, lonns of this category were substan-
tially expanded as a result of the commodity-loan plan formulated in
connection with adjustment or inarketing programs of the Agricultural
Adjustment Administration. Under this plan, the Commodity Credit
Corporation ¢ stood ready to purchese loans based on designated
commodities, when such loans had been made on the prescribed form
of note and when tendered on or before a specified date, usually 30
days prior to the note’s maturity date. The rate of interest on these
loans weas 4 percent.

With the availability of this loan plan, eligible producers in the
Southern States were able to obtain loans on cotton and on gum bur-
pentine in the amount specified under the corporation’s loan plan.
The notes could then be forwarded to the Commodity Credit Corpora-
tion for disbursement of the loan proceeds, or local banks or other
agencies could make disbursement of the loan proceeds and hold the
notse with a repurchase agreement by the Commodity Credit Corpora-
tion. As the interest rate of 4 percent on these loans was substantislly
higher than the rate of return on other short-term liquid paper, local
banks exercised their privilege of holding these commodity loans in
their portfolios.

*This corporation was authorized hy the President's Execut!ve Order of Oct, 16, 13, It was crpanized
under the luws of the Stala of Delnware nn Get, 17, 1833, s entire capital stock belng subseribed by the
Becretnry of Agricviturs smd the Governor of the Furin Credit Adminkstratlon for and on helwll of the
Unlted Stotes. ‘The funds for Lhe $3,000,000 capital stock were obtained by Lthe President's allocation of
thal suni from tha £100,000,000 appropristion nuthorized by scetion 220 of the Nntional Indusiria! Recovery

Act and by the Fourth Deficiency Act of the fseal venr 1834, approved Jone 16, Additionel funds for
carrying on [Ls lopn operations have been obtained froin the Heconstruction Finnnoe Corporatiof.
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Loans on cotton during the 1934 marketing season were made on
the basis of 12 cents per pound for cotton that was Low Middling in
grade and seven-eighths ol an inch or better in staple, and 11 cents
per pound on such grade of cotton with staple below seven-eighths
of an ineh. As of December 31, 1934, it was reported that loans in
the amount of $207,002,000 were held by banks and other lending
institutions.”

Loans on gum turpentine and gum rosin during 1934 were made on
the basis of $50 per unit with a deduction of $10 per unit for carrying
charges, The loan limits were later raised (Sept. 6, 1934) to $50 per
unit with no deduction for carrying charges. As of December 31,
1934, it was reported that banks and other lending agencies {exclu-
sive of Joans held directly by the Comunodity Credit Corporation)
leld loans of this character in the amount of $2,457,0008 Commodity
Credit Corporation loans on gum turpentine and gum rosin, held by
commercial banks, were chiefly concentrated in Iriorida, Georgia, and
South Carolina.

Loans on corn in 1934 were made on the basis of 55 cents per bushel.
Owing to the short erop in that year, corn prices were relatively high
and farmers did not make nearly as extensive use of this loan plan as
in the preceding year. As of December 31, 1934, it was reported that
banks and other lending agencies (exclusive of the Commodity Credit
Corporation) held loans secured by corn in the amount of $6,026,000.8

It is probable that the total amount of loans secured by warehouse
receipts, bills of lading, ete., as reported by commercinl banls, is
somewhat understated. Ixamination of the schedules from banks in
cotton-~growing States indicated that many banks, chiefly nonmember
State banks, failed to classify their Commodity Credit Corporation
loans under this group classification.

LOANS ON OTHER COLLATERAL

The proportion of loans secured by collateral, of a type other than
that discussed above, totaled only 4 percent of total agricultural Ioans.
The highest proportion of such loans to total agricultural loans was
found in the Middle Atinntic and New England States—table 15,

“Tanue 15, —Distribution of loans sceured by olher collalcral,! by geographic divisions
Dec. 31, 1934
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TONITED BTATES DIEFARTMENT OF AGRICULTURE, AGRICULTURAL ADJUSTMENT ADMINISTHATION, AGRI-
CULTUILAL ALJTSTHMENT IN I034. A REFMORT QF AGMININTRATION OF THE AUIRICULTURAL ADJUSTMENT ACT
TEBRUAKY 15, 1M T DECEMRER 31, 1031, 45 pp, as, 1035, Sen p. 215,

! USITED STATEY DEFARTMENT UF AGRICULTURE, AGRICULTUHAL ADIUSTMENT ADMINISTRATION, Seo
. 217 of reference cited in fooLnote 7.
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Previous surveys have indieated that “other” collatersl has been
represented in large part by stocks and bonds, the proportion being
69 percent in 1920, 45 percent in 1823, and 53 percent in 1831. The
use of stocks and bonds as security for agricultural advances has been
more prevalent in the New Fngland and Middie Atlantic States than
in other geographic divisions.

UNSECURED LOANS

The practice of malking loans to farmers on the basis of a promis-
sory note without security other than endorsement is most prevalent
in the northeastern section of the Urited States. In the Middle
Atlantic States 49 percent of all agricultural loans were of this type.
The lowest proportion of unsecured loans of any of the geographie
divisions was in the West South Central States where only 10.6 per-
cent of all agricultursl loans were of this type.

Unsecured loans constituted 26.5 percent of total agricultural loans
held by banks. By geographic divisions the largest amounts were
concentrated in the Middle Atlantic, Enst North Central, and West
North Central, Distribution of this type of loan, by geographic
divisicns is shown in table 16.

TapLe 16,—Disiribwion of teans nol secured by collaterul, by geographic dwisions
Dec. 81, 1834
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Although information as to the proportion of unsecured loans repre-
sented by notes with one or more endorsements was not obtained in
1034, data from previous surveys indicate that in 1820, 52.9 percent
of such loans were made without endorsement, 49.6 percent in 1923,
and 58.8 percent in 1931.

AGRICULTURAL LOANS HELD BY BANKS IN TOWNS AND CITIES OF
VARIOUS POPULATION GROUPS

As the country banks form the main source of short-term credit for
farmers, it is of interest to indicate the amount of agricultural loans
held by banks in towns and cities in various population groups. Such
a classification of loans tends to show clearly the extent to which com-
mercial bank loans to agriculture are concentrated in banks in the
smaller towns and cities.

Table 17 shows & distribution of agricultural loans of commercial
banks in the United States, the towns and cities in which such banks
are located having been classified in 11 different population groups.
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Tasve 17.—Ameunt of agricullural loans held by banks in lowns and cilics of
various populetion groups, Dec. 31, 1934

Loans to farmers sectirod by— Losns not
secured by | Total loans
eollsteral, | to furmers
Crops, Warg- Including | exclusive
v I;-' housa both of lonng
ment, | Teceipts, endorsed securod

* bills of and unan-{ by farm

and
inding, dorsed Inod
Tvestock | Ty ™ notes

Fopulation group

1,000
dotiara

s5casas

SHs
2288

T 3 ; 29,228 | 107,837
Tolnl_,.oe.o.... 144, 845 340, ; 3| 1,300, 455

The classification in table 17 tends to understate the proportion of
agricultural loans held by banks in smaller places because the foans
of branch-banking systems are reported from the head office. If it
had been possible to obtain reports from each branch and to classify
tts agricultural loans in the population group to which such branch
bank belongs, the propertion of loans held by banks in smaller places
would have been increased. The large percentage of real estate loans
held by banks in places having a population of 500,000 and over is
largely accounted for by the reports of branch-banking systems.

Table 18, showing the percentage distribution of agricultural loans
by population groups, shows that 50 percent of the personal and
collateral loans to farmers were held by banks in places of less than

TABLE 18.—Percentage distribution of agriculiural Ioans held by commercial banks
in lowns and cities of verious population groups, Dec, S1, 193}

Cumulaiive  percentage
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90
b2
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et £
ucEN-

£r

o 400,904 __
, 000 and over,

e £ 08 2 a2 S £ B

100
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2,500 population. Taking all banks in piaces of less than 15,000
Eopulution, this group of banks held 65 percent of the loans secured

v farm real estate, 80 percent of the personal and eollateral loans to
farmers, and 74 percent of all agricultural loans. As the size of the
population group increases the percentage of total agricultural loans
held in each group decreases, with the exception of the last group, to
which reference has already been made.

Not only do banks in the smaller places have a larger proportion
of the total agricultural loans but they also have a higher percentage
of their total%ouus represented by agricultural advances. The ratio
of agricultural loans to total loans in the various population groups
was as follows:

Population; Pereent | Population—Continued. Percent
Under 1,000 , 25,000 to 49,999
1,000 to 2,499 : 50,000 to 99,999
2,500 1o 4,999 9. 100,000 to 249,999
5,000 to 9,999 . 250,000 to 499,999

10,000 to 14,999 . 500,000 and over
15,000 to 24,999 . All banks

Considerable variation is shown, as between geographie divisions,
in the percentage of agricultural loans to total loans held by banks in
the same population groups. In the West North Central States,
banks located in places of less than 1,000 population had 76.3 percent
of their total loans represented by agricultural advances, In the
Middle Atlantic States the percentage in the same population group
was only 14.5 percent and in the New England States 17.1 percent.
In the New England and Middle Atlantic States the highest per-
centage of agricultural loans to total loans is found in banks located
in places of 1,000 to 2,499 population. In all of the other geographic
divisions the highest percentage is found in the population group
representing places of less than 1,000. The Mountain States show &
relatively higher percentage of agricultural loans in the higher popu-
lation groups than do other geographic divisions, chiefly because of the
financing of the livestock industry. The large-scale operations of
range-livestock growers frequently involve financing on & scale that
cannot be handled by the smaller institutions, hence these lerger loans
tend to be financed by banks in the larger cities. In the West South
Central, East South Central, and the South Atlantic States, the per-
centage of agricultural loans held by banks in the larger population

roups is inﬁuenced by holdings of Commodity Credit Corporation
oans on warehoused cotton.

Table 19 shows the variations in the proportion of agricultural
loans to total loans, by popuiation groups, for each of the geographic
divisions,
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TanLe 18.—Percentage of agricutiural loéns lo lotal loans, by gevgraphic divisions
and by population groups, Dec, 81, 193/

Now |Middle Last | West | South | Iast 1 West [pe
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D00 to 406,500, -
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B L= Enl =5 i~

g

b Fess thian D65 poreent.

Table 20 gives a detailed classifieation by population groups in
each Btate of the various types of sgricultural lonns and of total
logns and total deposits.

Tanue 20—Agricultural lpans of banks by Stales and populetion groups, Dec.
81, 1984
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TapLe 20.—dgricultural loans of bunks by Stules and pepulaiion groups, Dee. 81,
1534 —Continnerd
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TaBre 20.—Agricullural loans of banks by States and population groups, Dec. 31,
1834—Continued
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TasvLe 20.—Agricultural loans of banks by Stales and population groups, Dec. 81,
1984—Caontinued
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TansLe 20— Agricultural Inans af banky by Stutes and population groups, Dee. 81,
1834—Continued
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TapLe 21 —Agrfcultural loans of binks by Stutes and population groups, Dee. 81,

1884—Continued
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TaBLE 20.—Agricultural loans of danks by States and population groups, Dec. 31,
834—~Continued

Loans ta farmers secured by—|Loans to
farmers
not se- | Total

cured by loans

. Crops. | 'Y aIe collat- to

Siate aod populstion . by ui o | house ersl jn- | farm- Total de-

group o r;@lenlt re- | Otiwer | eluding |ers snd posits
and | ceipes,| colint- | bothen-| on
live. [PHIsol) eral | dorsed | funm
stook lading, und un- | lsod

eiv. etidorsed
aoles

i Nuwn- £ 000 | 1,000 | 5000 1 F000 | 100 1 f000 | 1000
Floridm i‘mr?Z doiiars| doftarst defidrs| doftarai doltars| doltars | doffars dottars

87 8 : % 0 [T 86
254 ; 1453 7 2,433,
a4 ol e
446 157 1, U562
7l T TE]
4 5 5
14 28] 3§
15 R 1%
100,000 Lo 248,950 3 1, 288

Tolal__. e S k: T i 1Lidg] 4, 506

Hantacky:

1,000 1o 2,4, ; .
2,500 10 4,0yl 52 6l %350
5,008 10 6,090 7
10,000 to 14,900.
15,000 Lo 24,950,
25,000 Lo 19940, 7
56,000 0 00,909, 24, _ "1 B
103,00 Lo 330,09 - .
250,000 Lo 499,00, ; '_-os| "o, k78| 135, e

T, 736
3, 658

Mt 5o, ?U lbl. M 4B, Sl‘h

Tenncssee: ; i
Loese than 10600, .. 2 2 BRS| 3 ; 466 4,807t R EET 13,341
1,000 Lo 2,81 . : 5 L € 415 Do 6,481 10,402
2,500 Lo 4,400, , X H Y % kG I T o7 15,3
s et fad : ¥

10,000 Lo 14,009 .
15,000 Lo 24,406
25,000 Lo 40,990
50,000 to 9u.99. L | .
§O.00 to 240,000 | g T ;
250,004 Lo 409,040, . . LA 8,330 | P o.oe7  45,173] 08,637

Total . ... 315, i N 5] 12, 384 I,il]é Ii,E??1 U, RA2 10, N6 dns, 396
=il i i

Alnbamaz ! | i .
less theo 1000, ... [ 2| | I 17 PR 25 i, lf‘ri
1,000 {0 2,400, . 5 ‘s,{hS L 3 5
2,500 10 4,080 _ 43
5,000 1o 8,080,
10,400 to 14 ﬁﬂﬂ_.
15,000 Lo 24,608
25.(!()!'} to 49.9%.
50,006 {0 09,980,
00,000 to 240000 . P TR et vl mmera——.
250,000 1o 08,909 __ . o A, 643 &7, 316

Totul.eenvnn | 200] 3,07 %, 164] 2%, 605 ug,s2] e, 035

Mississippiz i
Less thin 1,000, 82 7 24 832 K I 5, G5 4, 571
1,000 to 2,400 5 BG 5, 7 8, 164 2, 4588
2,56 to 4,009 dal o &5 12,0375 i
5()01]1'.0 'Il L1 4R 3, 17!
10,000 to I-i 993, : | 387 B 00
15,000 i ‘119{?9 . i B 4 & | 10, 405,
25,000 to 49,099_... . . 450, B, B4y

Totnt oo -.m| wo&w T ; m.-sng 54, 037

! Lass thoan $500.
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T~y 20.— Agriculiural loans of banks by Stafes and population groups, Dec. 31,

1934—Continued

State and population
groap

Losns
sE-
eured
by
farm
renl
estale

Loans Lo a mers secured Hy—,

Ware- .
"1 house |
equip- Cther

Ll
ment, | eainis [ allat-

| g ihisor| eral

- lading !
stk uta,

Live-
Stou

Loans {o
furmers
uot se-

cured by
collal-
eral in-
clyding
bethen-
dorsed
and un-

endorsed,
ngles l

" Total
loans
io
‘arm-
iers and

Total
lonng

mrm
land

Total de-
nosits

Arkansas:
Lass than 1,000
1,000 1o 2,4009____
2,500 10 4,109 _
5,000 to §,000__
10,000 Lo 14,000
15,000 10 24,0490_,
25,000 Lo 44080

50,000 Lo 0By ___ .

Totaleaas .oun

Loulsiana:

Less than 1,000, ...,

1 000 to 2,{UJ

Ckluhomon:

Less than 1,000 .
1,060 to 3400
a000 to 4 MAL
5,04M b0 0,906 |
10,000 1o 14,000
15,0kH} Lo 24,5010 .
25,000 Lo 40,5940, |
LI [0 GOS0 |
INCHIOD fo 20 A

Total.. ... .

Tuexnus!
Lass than 1,000, .
1,000 1o 2,400 .
2,000 to 4,40, ...
5,000 to 0,500
10,000 to 14.96 .
15,000 to 24,040 .
25,000 to 4945
W, 000 10 09,699
160,000 Lo 245,40

250,000 Lo 0,400
Total. ... .-

Mantnna:

Loss Lhen LD, . .

1,000 m?.,-sun..,
2,500 10 4,990
5,000 Lo 0,90
10,000 1p 14,000
15,000 to 23,006
5,000 to 45,908 |

Totaleemennr.. .

Xum-

i

003 I L0 g,000

tars! dotigra’ doflars
i b ]

25

01
42
W
£ig
I

26

!‘EI]

1,000

dollars
4.479
2,5
&, GO
I, 866

1,000
dollars
672
240
238
115

Rl 2,015
0 1,40
15 Lt
4 1,212

2,0801 0,163

1,316

1,308 10710, s2, 540]

122, 418

1065t Faemamas)

-
<I{|} S
i 34
55 410s

1013
0l
195

W2

M7
L]

4, @7
7,675
586 8, 67,
329 7, 060
5 . 1, Girdi
78 fi. 840
0 8, 500

403,
LUST] 14,40

Tiarr 6 3%

B.I'-'-I:!

182, 70l

i 438,

265 (it

I 14,400, 125, 087]

BTN

| ,
Loor g
1,18 3005

yih, 1,626
031040

o
B

i
N

4, 1915

.,uo:ni

17,948
40, 075
pa )
34, 58
25, 653
13, 23
15, §84

TiEE T

BMO 0,930, 2,348)

2 394 04, 607;

313, 3560

]

2, iR

B AT
d, 258
2. 1hA,

352

Wi
0%

4, 4%
fu hrll.
-1, W)
o4
G,
1,119
40
LA

3, 60
FN
LRI

3, 10

T,
ME;
3,870
i
1, !Jﬂi'!

1.445!
3, HIET 0, 052
56, 13, 730
K7

4, 663
4604
Al
2,424
.;'ttii 41 i3l
I:l.l""i 125‘6.‘.1

36, 342
80,953
55, 487

0,372 50,755, 06, Gt

m‘
TR
214
ik
343
52
o

1
3461 1.303?
-144| Liar
418
12-_)]
B31!
1k

525!
o
12!

o

"ll
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i
2,761
4,697

i1
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158!
142;
31
Y
1
1852,

3444
4, 2
1,706
3, HE
3, B
FAL
5,400

1,462
1, 487
1, 066:
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M, T

LOH 1

11, 215
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Tasre 20.—Agricuitural loany of bunks by Siefes and population groups, Dee. 81,
1934—Continued

Siate and population
group

Iduho:
Less than Loo0. .
1,000 Lo 2400
2,50 {o 4.
O,HK) to U UM
HIXEE L LRI
15,000 Lo 24,009 .

Total.... .

Wynming:
Less thn 30K .-
TR Loy 2400
2,500 Lol
SANKD 1o G ARRD
JALLIN L TR

15,000 Lo 25,4086 . -

Fala L.

Colarado:

Tess than 1,00
1,000 g 2,41,
ERLLRLENLLTE
5000 {o b,
10,000 1o 14,1006
15,000 1o 24,00 _
25,000 to 40,060
£0,000 Lo Ui AR04
T001,ENNT Loy 2340, 0ty
AN Lo AU, 00
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New Mexicn:

Less Lthan LW,
1000 to 2,100,
2,500) Lo 4,k
AL IR R IR
10,00 to 11,5
15,(KH) 1 24 44
20,000 1¢ 44 1M

Taotal. ...
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TasLe 20.—Agriculiural loans af banks by Stotes and populetion groups, Dec.

Btate and populotion

Ergs

Nevada:

Less thon 1,000, ..

250 Lo 4.0, .
G000 Lo 00

31, 1834—Continued

lnnks

10000 o M0k s

15,000 Lo 24,40,
Tednl ...

Waghinglon:

Leoss thun 1KLL L
LD g gl

3500 10 4,500
5000 16 040
10,000 1o 14,0
13,060 1o 24,564
25,006 {u 44,550
50,000 La 19,049

100.KK) Lo 244,504,
250,000 e 104

Teinl ..... .
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-
cnreel
by
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K
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Lanins po farniers yectred h_\'—i Louns w!
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f nat 5e- j Total
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T T ¥
]1.|{
A15).
. 11

BURT]

Toial
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dofinra
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3, 004
A |

TR

1, it
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1 711

T ik s
5% 1351

15, (47
hl, L7
14, 621

1, 781
1}, 554
21, B4
18, b4y

2 Rk
167, 841

1M, 66|

427 181

Qrignn: , i . : : i :
Lasz than LG .. 62 L LI A Tt 3,021
LU0 o 24080 0 +30 At 1 BAd 3,444
LM o 4,0 $25, vt 576l 1, 034
5,000 to 0,440 AR | UKl i
0L THHY 10 14, 0s 10 il = i, 142
15,000 Lo 29,900 . i.nl.l1 3. 453 2, -
JREN TR LR TR LT i 2400 T l..l[pfi S 07
LA G0 ey WA e e .
TOIMET ta 240,00 B :

N DR LY]

Totxl

Cabifernfa:
Lossii tlrany 10EM)
LANND 1 24w
250 Lo 4 48
5000 to Wl
1IHNY o 14,005
15,0000 Lo 2R
2T Ta A, AR
S0nIRHN Lo [ s
LORLIAKE tay 24 HstE
SRR e G0
SHL000 oo over

Tolal .. .

9,17
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192,13
1y, 574
4, el
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.)l‘ ..'U‘\

4
iy wrr

LN H i 214

3 1
43 s
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S
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1|
iy
B
1
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n
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), iy
EiN e
17, 121
i h""i

15, k11
H1 R
4, 815
i, 2
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L 10, 70
8
415
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e BE5,068 002
TR AN 10, MXE 110, T, I"‘l HE 2,4m 05

- 15—I hJ‘Jl

l‘\ hF ]‘{ :'l

'”% ] 1.1 .lh\

AGRICULTURAL LOANS CLASSIFIED BY TYPE OF IANK

As reports covering all commercial banks were received by three
diferent supervisory agencies, n classifiention wns made to indieate
the dilferences between the three types of banks, These types were:
Nonmember State bauks reporting to the Federal Deposit Insurance



http:to:!l.mm

50 TECHNICAL BULLEYIN 521, U. 8. DEPT. OF AGRICULTURE

Corporation, State banks that were members of the Federal Reserve
System reporting to the Federal Reserve Board, and national banks
reporting to the Comptroller of the Currency.

Of the three types of banks, national banks held the Iargest propor-
tion of all the agricultural loans, having 48.4 percent of the total.
Nonmember State banks held 43.8 percent and State member banks
Leld 7.8 percent of all agricultural Ioans, 'Table 21 shows a classifi-
cation of agricultural loans by States for each type of bank.

TarLe 21— dgricultnral loans by (ype of bank, geographic divisions, end Slates,
Dec. 8, 193

|

Leanis Lo farmers secured by— I;onns to

e ariners

Lanng i 1 noL 5e- § oy
E i fae eured hy| o 00

. Wiire- Jonny

Trpe of bank, feo- tarred Crops, colliateral " .
kraphle  diviston. |Bunks ¥ eruip- holfse {nedud- I'?r;:‘ll}:ﬁ Ilogl[:;l ig “l'}[ll
unil Stute Iurl;l menl, ccg';;w ing ho:.}l& l'll.ﬂ f depostts

ran! nod r endnrs

LsEpte lva- }:ﬂil?”‘fr and un- land

stack |BeliE: eudorsed
- nules

Nwm- | 7k 1000 0§00 10| 100 1,000 1.000 1,000
New England: ber  (doflnrs dofturs | dofturs | doftars | doflura | doltary | dolffurs
Nonmernber Sude I8 14, 440 1 & BiH 2868 10,4811 205027 ML s03
Member State | . A4 HY 2 o2 144 TEN LT 240, 258 521, 0§
Nutlonal.... .. ST AED \ Bal LT A0rY| 10, 980] THE RS 1,717, 647

Total..... -"ii;{l 17, 00 L7 LT B0 |2, BET)L, 1, 278 2, ABo, 538

Aliddie Atlantly:
Nonmember Slute. 57| 12,381 315 ST ] 4, Ba0| 24, 78] T80, 5700 1, 9RO, OVE
Memnber Stale.., . 2420 4 TN ol U7 ] Al 2 B AR, 060, 22981 B a4y, 040

Nutiepal. . .. 1408 26, 16%) 1,086] 1, 415 20, 185 Y, A0S TE 102, M, 613 7, 287, 981

Total.... ... 2000 42,8040 LT 1,920 RAL - -'lli.l'r"-'! T, 53810, S, 417710, 017, 897

East North Cenlral: _
Noumember Sluie SN 00001 3,043 18,02 1, 108) 3400 &V, 23 s 0m| 485, 621) 1, 008, 172
Aleber Btate .. LSS gl sl et L ST T T Ty I T
Nutignal YRU200 202 B, TR By 508 o7 Saty 64,4870, 122,900 4, Osh, L7

Totel, ... 2| L, 0] 5, VO 13, kS B.IMi 6,507 1,014} 22, 610 2, 105, GLE; 4, 614,618

West North Central: !
Nonmember Stile. S 13,3840 38 300) 5, BYap 3, 42 43, 500) 153, 3481 o062, 074) 020, 50
MAMuomiwer State. . k ] 1L, B 306 718 1S $,4810 U7, 0150 140, 13A] B2, 195
MNutiennd. o L. 7 10,001y 26, 050] 4, 54] 2,098 HL3G1) M 8620 LB URO( 1, BOG, 418

Tolal..... .. WAy 3,208, 07,4147 11, IHGE Ao GH 411 3L 825 01, 200) 3, 000,018

South Atlantie:
Nontpember Blade. 4, 25 Ta0F 1, 3HE A3 MG 2, T il 09,12 W2, 03] a8F, 10
Member Stale. .. , (15 21 5| 5, 840 ANPS T IS V| I T T ) 474, 054
Natlonal ._.... . 13, K[ 1,168 1,008 22 050 T, (¥ 60, L80] 493, T2G] 1, 480, 135

Total.. SR04 F T

2, 4!!.":i A, U450 - A6, M| 142,218 W07, DES| 2, 447, 283

Enst Seulh Central: }
Nonmember Stuale d 1.308) 3, 283 13, 655, Tl 19,014 649, 708 190,673] 817,080
Meinber Stote. ... 1,43 1t 227l 1,438 1, 07) A, A3 63,719 , 246
MNallonal. . ..., 11‘(‘»&'!' Atk 2‘5.":51 o, 737 5 I 7aa0 a5 845 2, G2 06T, SV
Toll.. ... A% 077, 2, 018) i, 05! 41, 878 an, 75 g emsl 519, 004) 1,072, Te3

West Bouth Central: I i
Nanmember Swnte T 12,018) 5 6570 1LLEGS T, 480 it 5,020 AL 1R 01,008 ,
AMemiber Siate. .. . LS LoD Ll 5 55 45 7,452 2, 306 7,017
Nuthoonl, ... ... 2L, HE| L A 1, 51T L 48 b 9, 1y - SO0, 5051 1,473, 190

Tolal. ... .. H, 126, Y :il,'l‘.’ﬁi' H1L-EM 15, 442 G628, 9201 1,778, 600

Mountain: |
Nonmaeinher ftute. N OALETW W 421] 528D pirats 7 240 34, 5 M, 417
Moemnber Slute. (LT IR L O D T Y o 24t T 2,070 15, 534 41, 570 138, 433
Nuliptinl AN 6, :ﬂml 13, 547 11, II'UHI 82 5, TF1 40,003 108, 01K 477,084

]
Totel .. .. ."aU.'}'r 13, IIT{ ‘.’I.-I:{‘.’; ; W s 71004 182, 0071 Tow, U5
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Taure 2t—Agriculivral Ioans by type of bank, geographic divisions, and Slafes,
Dec. 81, 1934—-Contmuccl

Lonans (¢ furmers secured hy—|Loans to
. funtncrs
AHIDS not st~ | ;g
‘ . Talal
Type of bnok, geo- Il:ti?i‘:d Crops, }l‘nﬁs‘; E‘;ﬁ?&m‘iﬁ uit}il.}l;?;. Totul Totul
gruphle division, jlisuks o |2uip- [nelud- oty and | lonns dcposlir.s

Stuto ! - | tent, ceipt.-s LI both | oo
a0d g of endorsed|ond
estula live- lnding und vn-
stock oo, vadersed
* notes

Num-| 7,000 | Lo00 | 000 | oot | oo0 | 000 1,000 1,000 1,006
Paciflc: her  dettars |doffars | dofiars | duftarz |deftars| dellars n‘n.‘tara doltars | dotlura
Nonmnember Sinte. 2 265, 020 48] 1, UG R 542 4, 04 AHLGHE 420, 060
Member Btate. .. . S IR 730 ] T d, 12y 25, 18 054,475
Nuticnal 25 87, 289 10,0647 4, 1H40 5 W4 21, 832 l.h,BJU 1, 11, W84 2, GrQ 314

Tolaloaeere 5140121, 520 SR 12,08 B AUG) 7 R0 20, 215] 187, 1160L, 619, J08) 8, T2, B27

United Stnles:
Nonmetuber Slate.| 7, 024247, 015 72,455 &3, 003 18, (u 161, LA} 671, K13 (2, 516, 2U8| 4, 104, O&0
Member Btate...., W] 43, I, 4600 12,047 -, .!(]8 22, ThU) 102, 520 -1.-1—“ Lxaye, 191, fis0
Nutlonal. ... & 442218, 443 TOOTO) TV, H0E| 34, sl Q62 410( 632, 003|745 2, 31N 21, 634, H1

Tolnl .. d T IR 08, BE2| 19, Lo, TES| 144, B4A| B2, 40TF 34, Qa9 |1,300,454] 14,530,754 |44, 042, G800

Mnine:
WNonmeimnber Stale_ 2 it 1 i 5 =4 7 21, 146 ), 474
Memnber Stnle. .. ., ) =11 1 - . 284 14, B 27,717
Nulionl 417 i W pls 3 . 35,605 103, 342

Towl... . iouea i 1,740 i + 1 7 T, 8820 1AW, 562

New NMampshira:
Nonmetnter Sinte. A T N P ; ToHT
AMember Stale._ .. i I . 54 v 1,170
Noatloanl.... .. 2 1 J 2 - 1,606 a7, B m 44

Tolnl........ ; J A 1,801 42,120 h-i U‘;I

Vermank: )
Nnuullliiuger Sintr. k4 T OlLUM| A, s il 255
Membwer Stale. .. P P e - e
Nutionnl. . ; 1 L3I0 4, 08

Towal. ... . H i 5 i B AR LT fi 7 1 M

KMagsnihinselis: . '
Nuommnemler State | : K 33 : 0- : .-Irll |
Measber Siate. - E F . A3 A4 Ve L + Bl 401,456
Nutional ... k# i H; i LT krn 3 1, 148, s

Tolal.. -. 2 ¥ Vi 8 - TO5, G| 3, 503, ih

Ithoptlo Islened:
Nonmember Slnte 1. ks .. . o 18 ¥ 2, Ush & 817
AMpmber Slite. : A . | A Gl 427 151, 2%
Nadenul.. ... 2, i - x AT i.S U.'-b Ru 118

; . 3 . - el
Total. ... . - p : g . r.s’.';- 1!L1..h|

Connectleut: : b
Nonmumber State.? LI B : 1B By, at0
Alembwer Stnde .. i e i i k Sl J0, 547
MNavonelo. .. L. s X o At j - 1,644 ID.‘,{kH 44, 4518

Towl.... . .. | b H LA24) gos) 2‘.’1‘40; 410, :hll

MNew York: b
Nanmambwr Sinte T I'l" bl 3 034, 542113, 152 288, 6| RR0, 518
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Tanuk 21— Agriceltural loans by lype of bank, geographic divisions, and
Dec. 31,7 1934—Continued
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Tapre 21.—Agriculiural logns by type of bank, geographic divisions, and Slales,
Dec. 81, 1984—Continued
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Tanne 21.—Agricullural loans by lype of bank, geographie divivions, and Slales,
Dec. 81, 1984—Continued
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Tasus 21.—Agricultural loans by lype of hank, geographic divisions, and Stafes,
Dec. 31, 1834—Conlinued
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On the basis of the percentage of ngricultural loans to totsl loans,
nonmember State banks have the highest proportion of their totnl
loans represented by agricultural advances. Such advances repre-
sented 22.7 pereent of total loans for nonmember State banks, 2.3
percent for member State hanks, and 8.6 pereent {for national banlks,

The materially higher proportion of agricultural loans to total
loans shown for nonmember State banks is largely accounted for by
the heavy concentration of this type of bank in the smaller ploces.
Seventy-one percent of all nonmember State banks were located in
places of less than 2,500 population, as compared with 35.7 percent
of all member State hanks and 43.3 percent of all national banks.
Table 22 showing the pereentage distribution of the number of banks
in various population groups, indicates the extent to which there is a
relatively greater concentration of nonmember State banks in the
smuller places,

Tapue 22.—Percentage disiribution of the wwmber of banlks fa surions popuiofion
growps, Deg, 31, 1934
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