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Term Lending to Business 

This volume is an account of an impor
tant development in the financing of busi
ness. In 1934 term loans were insignificant 
as bank assets; by 1940 they had increased 
to major proportions. By 1942 term loans 
were playing an important part in the 
financing of war production. 

Term loans fall within the medium-term 
credit market, defined as including credits 
of from one to fifteen years' duration. Com
mercial hanks, life insurance companies, 
the Reconstruction Finance Corporation, 
and the Federal Reserve hanks serve this 
market. 

Term Lending to Business makes a crit
ical examination of term lending, its mar
ket, the credit standards and practices rel
evant to it, its use by borrowers, and its 
_t>roblems for lending institutions. 

Studies in Business Financing 

Term Lending to Business is the :first in 
a new series on business financing. Early 
in 1940 the National Bureau of Economic 
Research as part of its Financial Research 
Program began the study of changes in the 
financial structure and behavior of Amer
ican business since the beginning of the 
century. This study, known as the Business 
Financing Project, has been conducted 
under grants (rom the Association of Re
serve City Bankers and the Rockefeller 
Foundation. 
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Preface 

EARLY IN 1940 the National Bureau of Economic Research, 
under its Financial Research Program, inaugurated a series 
of technical studies of the financing of American business. 
Research activities were supported by grants from the Associa
tion of Reserve City Bankers and the Rockefeller Founda
tion. Term Lending to Business is the first publication of the 
Business Financing Project. 

The objectives of this project have been threefold: first, 
to trace from business accounting records the structural and 
cyclical changes that have occurred in the financial organiza
tion of business enterprise since the turn of the present century; 
second, to determine the cross-sectional pattern for recent 
years of business credit demands; and third, to describe the 
adaptations that financing institutions providing short- and 
medium-term credit have made over the past decade in re
sponse to changing demands for their services. 

Work on these objectives was organized into two divisions, 
one entitled "Changes in the Financing of American Business 
Enterprise, 1900-1940," concerned primarily with the first 
objective; the other division, "Contemporary Relations Be
tween Business Enterprise and Financial Institutions," devoted 
specifically to the second and third objectives. 

The collection and analysis of many primary materials has 
been required for each of the project's divisions, and has 
made necessary the preparation of a number of special tech
nical studies. Two volumes are now being prepared, on the 
basis of findings in the technical studies, to provide a broad 
analysis of the results of the investigation. This volume is one 
of five technical studies developed under the second division 

vii 
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of the work. Others to be published later will deal with the 
market pattern of business credit, accounts receivable financ
ing, field warehousing, and instalment financing of commercial 
and industrial equipment. 

Despite the number of irtstitutions now supplying funds to 
business concerns, and the variety of methods which they 

. employ, a good deal of the literature on banking, including 
most of the textbooks used in American universities, fails to 
give an accurate and realistic treatment of the structure and 
functioning of the supply side of the market for short- and 
medium-term business credits. In part, this is due to the 
rapidity with which the market structure has changed. Con
sequently, the five technical studies mentioned above may be 
viewed collectively as contributing to our knowledge of major 
adaptations that the banking system has in recent years made 
to the changed demands of business for credit. 

One of the more important and well-recognized of the 
adaptations made during the past decade is the term loan. 
The purpose of this study is to trace the development of this 
type of business credit, to describe the characteristics of the 
market wherein term loans are made, to state and appraise 
the methods whereby lenders seek to limit their risks, and 
to analyze factors affecting the position of such credits in the 
American economy. In addition to published financial informa
tion, data were secured by Dr. Jacoby and Dr. Saulnier 
through personal interviews with a large number of loan 
officers of lending agencies in leading financial centers of the 
United States and officials of bank supervisory agencies, and 
through the circulation of a detailed statistical questionnaire 
dealing with the characteristics of medium-term credit among 
banks whose officers have memberships in the Association of 
Reserve City Bankers and among a group of large life in-. 
surance compames. 

The cooperation that the collaborators have received from 
officers of commercial banks, insurance companies, Dun and 
Bradstreet, Inc., the Board of Governors of the Federal Re
serve System, the Federal Reserve Banks .of New York, 
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Philadelphia and Chicago, the Federal Deposit Insurance 
Corporation, the Office of the Comptroller of the Currency, 
and the Reconstruction Finance Corporation has been cordial 
and helpful. \Ve are deeply indebted to the officials and to the 
agencies represented for the information and materials that 
they so generously provided. Without such assistance, this 
study would have been much less comprehensive and adequate. 

One of the authors of this study, Dr. Neil H. Jacoby 
served as a member of the research staff of the· National 
Bureau of Economic Research on leave of absence generously 
granted by the University of Chicago. The National Bureau 
takes this opportunity to express its appreciation to the Uni
versity of Chicago. 

RALPH A .. YOUNG 

Director, Financial Research Program 
Julv 1942 
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.----A-----~~ 
The Commercial Bank Term Loan 
Sample and Estimates Made 
Therefrom 

DuRING ]UNE 1941 letters were addressed to each of 210 commercial 
banks, whose officers were members· of the Association of Reserve City 
Bankers, requesting detailed information on each term loan held by 
them on or around June 30, 1941. Eighty-one banks subsequently re
turned completed schedules in time for tabulation,1 and 18 additional 
banks reported that they did not hold a significant amount of term 
loans. Consequently,. the sample consisted of 99 commercial banks, 82 
percent of which held significant amounts of term credit at the middle 
of 1941. 

The 81 commercial banks holding term loans in their portfolios re
turned schedules for 2,820 individual loans, of which 2,764 were com
plete enough to be included in the tabulations after editing. Of this 
latter number, 2,607 loans called for the disbursement and repayment 
of definite sums of money by the borrower in· accordance with a pre.: 
determined agreement, and 157 loans constituted "revolving" credits, 
with respect to which borrowers were granted credit "lines" within 
which their outstanding indebtedness could fluctuate. These two groups 
of 16ans were tabulated separately, the original amounts and unpaid 
balances at time of reporting being respectively as follows: 

"Regular" term loans 
"Revolving" term loans 

ALL LOANS 

Numhrr of 
Loans 
2,607 

157 

2,764 

Original 
Amount 

$1,679,252,000 
(not tabulated) 

Unpaid Balanus 
.1hout june 30, 1941 
' $1,459,560,000 

110,371,000 

$1,569,931,000 

The average original amount of regular term loans was $644,000, and 
the average unpaid balance of all loans was $568,000. 

In addition to providing detailed information concerning each term 
loan held on or around June 30, 1941, the 210 commercial banks were 
requested to state the total amounts of their term loans outstanding 
at the end of each year. of the six-year period 1935 through 1940. Al
though 81 banks responded to this request, the returns of only 56 banks 

1 A total of 74 term loan schedules. was received from S additional banks 
after September 1, 1941, too late for inclusion in the tabulations. 
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were complete enough to be used in constructing a time series on annual 
term loan credit outstanding. 

Character of the Sample 

The 99 commercial banks cooperating in the term loan study were 
all comparatively large institutions, only three banks having total assets 
at March 31, 19-J 1 of less than $30 million, and only one having total 
assets of less than $10 million. Average total assets per bank were over 
$300 million, in reflection of the fact that many of the largest Ameri
can banks were included in the group. Certain salient relationships 
between the 99 cooperating banks, the approximately 400 weekly re
porting member banks of the Fede& Reserve System (typical of banks 
located in the large cities of the country), all Federal Reserve member 
banks, and all insured commercial banks, are shown in Table A-1. 
The 99 cooperating banks accounted for over 42 percent of the total 
assets and 34 percent of all the loans and discounts held by all insured 
commercial banks at the end of 1940. The ratio of loans and discounts 
to total assets of the cooperating banks was practically the same as 
that of the weekly reporting banks, which are almost all institutions 
of substantial size located in cities of medium and large population. 
Loans and discounts formed a larger fraction of the total assets of 
Federal Reserve member banks and all insured commercial banks, since 
these latter classes included many small institutions wherein personal 
loans and consumer instalment credits are relatively important. There 

Table A-1-ToTAL AssETS AND LoANS AND DisCOUNTS OF 
99 BANKS CooPERATING IN THE TERM LoAN STUDY, 
AND OF WEEKLY REPORTING, FEDERAL RESERVE MEMBER, 
AND -ALL INSURED CoMMERCIAL BANKS IN THE UNITED 
STATES, AT DECEMBER 31, 1940 (dollar figures in millions) 

Clau of Bank Total Total Loans Ratio of Loans and 
Asuts and Discounts Discounts to Assns 

99 cooperating banks• 
400 weekly reponing member banksb 
6,486 Federal Reserve member banks-
13,491 insured commercial banks• 

Perunt of Cooperating Banks to 
Weekly reporting banks 
Federal Reserve member banks 
Insured commercial banks 

$30,676 
43,441 
62,658 
72,704 

70.6% 
49.0 
42.2 

$6,537 
9,390 

15,321 
19,035 

69.6% 
42.7 
34.3 

21.3% 
21.6 
24.5 
26.2 

• Compiled from National Bureau data and Polk's Bankers Encycloptdia. 
b Tota1 assets figure supplied by the Board of Governors of the Federal Reserve Sys· 

tem; total loans and discounts from Ftdtral :&urvt Bullnin (March 1941) pp. 232·33. 
• Federal Reserve System, Annual :&port of tht Board of CorJtrnors, 1940, pp. 48-49. 
• Federal Deposit Insurance Corporation, Annual :&port, 1940, pp. 140-41. 
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is no reason for believing that, in the ·compqsition of their loans, the 99 
cooperating banks differ materially from other large commercial banks. 
The composition of loans of smaller institutions probably changes ma
terially as size diminishes. 

Estimate of Term Loans Outstanding 
of All Commercial Banks During Recent Years 

An estimate of the aggregate outstanding term credit of all Ameri
can commercial banks could be made with great assurance by sampling 
banks of different sizes and determining the ratio of term loans to all 
loans and discounts held by banks J)f different size classes at different 
dates. As this procedure was beyond the resources available to the 
authors, a cruder method of estimation was necessarily utilized. Inter
views with many loan officers and bank examining officials, coupled 
with careful study of the statistical materials, lead to the conclusion 
that term lending is done most frequently by large banks. This informa
tion also indicates that the ratios of term loans to all loans and discounts 
are, in general, greater among the large than among the smaller banks 
which do engage in term lending. It is highly probable that the very 
large number of banks with deposits of $1 million or less hold only 
negligible amounts of term loans. The statutory limitation upon the 
size of loans made by a national bank with $1 million of deposits does 
not greatly exceed $10,000. Term loans of this amount or less are likely 
to be very uncommon, because of the comparatively large fixed co-;ts 
of credit investigation and loan administration. 

In estimating outstanding term loans of all insured commercial banks 
at the end of 1940, it has therefore been deemed advisable to separate 
all banks into three major groups according to size in terms of total 
deposits. Total loans and discounts of the three classes of insured com
mercial banks examined were as follows :2 

Total Dtposits 
(1) Less than $1 million 
(2) $1 million to $10 million 
(3) $10 million and over 

Number of 
Banks 
8,723 
4,168 

546 

Total Loans and Discounts 
Held During 1940 

$1,820,000,000 
4,27 4,000,000 

10,943,000,000 

ToTAL 13,437 $17,037,000,000 

With respect to the 546 banks in group ( 3) it has been assumed that 
2 See Federal Deposit Insurance Corporation, Annual R_eport, 1940, p. 171. 

While the FDIC data cover only insured commercial banks that were· examined 
during 1940, non-insured banks and insured banks that were not examined were 
for the most part banks in the size class ( 1), omission of which is not believed to 
result in serious error in estimating term loans outstanding of all commercial 
banks. 
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82 percent of the number of banks were engaged in term lending, that 
term loans comprised 22 percent of the loans and discounts held by 
term lending banks, and that the average amount of loans and discounts 
held by term lending banks was equal to that of non-term lending 
binks. These assumptions rest on the fact that 82 percent of the 99 
cooperating banks in the sample held term loans at mid-1941, and that 
SO banks within this group reported that term loans comprised 22 per
cent of their loans and discounts at the end of 1940. Since it was found 
by the Board of Governors that 83.5 percent of the 400 weekly reporting 
member banks held some term loans in April 1939, there is some con
firmation of the assumption regarding the frequency with which banks 
in large centers engage in term lending. With regard to the 4,168 
banks in group (2), having deposits of $1 million to $10 million, it 
_has been arbitrarily assumed that 40 percent were engaged in term 
lending, and that term loans constituted 11 percent (one-half as large 
a fraction as for the large banks) of loans and discounts. The assumption 
that 40 percent of the number of banks made term loans has some basis 
in the finding of the New York State Commissioner of Banking during 
April 1939 that 43 percent of all state banks outside New York City 
had made some term loans. The amount of term lending of banks in 
this size class appears to be generously estimated on these hypotheses, 
but even if there is a wide margin of error the total estimates of term 
loans are not greatly affected. The assumption with respect to the 
small banks in group ( 1) is that they held an insignificant amount of 
term loans and could be ignored in the calculation of the total. 

The estimate of term loans held by all commercial banks at the end 
of 1940 is therefore : 

Term loans held by commercial banks with deposits of 
$10 million and over · 

Term loans held by commercial banks with deposits of 
$1 million to $10 million 

$1,974,000,000 

188,000,000 

ToTAL $2,162,000,000 

While this estimate is subject to many qualifications, it probably does 
not err by more than about 5 percent. 

In determining the amounts of outstanding term credit at the end 
of each recent year, recourse was had to the data on year-end outstanding 
term· loans of 56 banks referred to previously. At the end of 1940, the 
56 reporting banks held $967.4 million of term loans, or about 45 
percent of the estimated $2,162 million held by all commercial banks. 
It has been assumed that at the end of each year of the period, loans 
held by the 56 reporting banks bore the same proportion to estimated 

, loans of all commercial banks that they held at the end of 1940, upon 
which assumption the following series is reached: 
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Outstanding Term Loans Held 

Year Ending 56 Reporting · All Commercial 
December 31 Banks-Actual Banks-Estimated 

1935 $215,100,000 No estimate 
1936 336,900,000 No estimate 
1937 370,300,000 $827,000,000 
1938 484,700,000 1,083,000,000 
1939 714,200,000 1,596,000,000 
1940 967,400,000 2,162,000,000 

Since it is likely that banks which entered the field of term lending 
at the earliest dates tended to have available and to report more ac
curate computations of term loans outstanding during preceding years, 
these banks probably were in fact relatively more important during 
earlier years than at the end of 1940. The assumption of constant pro
portionality consequently exaggerates to an unknown extent outstand
ing term credit of all commercial banks during the early years of the 
period. It was therefore deemed inadvisable to estimate outstandings 
prior to 1937, since the error for earlier years grows continually larger. 
The error is believed to be not so large as to make the estimates wholly 
unreliable for 1937 and subsequent years. It is worth noting that the 
$1,100 million of term loans reported held at April 19, 1939 by weekly 
reporting member banks of the Federal Reserve System (which hold 
about 70 percent of all commercial loans of banks in the System) is not 
irreconcilable with the estimate of $1,596 million for all banks at the 
end of 1939. 

Estimate of the Annual Volume of 
Term Loans Made by Commercial Banks During Recent Years 

It is possible to make rough estimates of the amounts of term credit 
annually extended by all commercial banks by assuming that annual 
loan volume of all term lending banks varied in the same way during 
recent years as it did for the 99 large banks cooperating in the term 
loan study. Term loans of all commercial banks outstanding at the end 
of 1940 have been estimated at $2,162 million. At the same date, it is 
estimated that outstanding loans of the 99 cooperating banks were $1,175 
million, or about 54 percent of the total.8 In other words, the loans 
outstanding of all commercial banks were 1.84 times those of the 99 
cooperating banks. It may reasonably be assumed that the ratio of 
original amounts of loans of the 99 cooperating banks to the original 

a Outstandings of the 99 cooperating banks were $1,570 million at' June 30, 
1941, from which may be deducted $395 million of loans made and outstanding 
during 1941, leaving a balance of $1,175 million. (This ignores repayments 
made during the first half of 1941 on loans made prior to 1941, which in any 
event are very unlikely to have exceeded $40 or $SO million.) 



uo Term Leradira1 lo Buliraeu 

amounts of loans made by all commercial banks was the same as that 
of their respective outstanding term loans. The following tabulation 
therefore shows the original amounts of all loans made by the co
operating banks during 1938, 1939 and 1940 and held at June 30, 
1941. The estimated loans made by all commercial banks during the 
same years have been arrived at by multiplying the loan volumes of 
the cooperating banks by the factor 1.84 for each year. 

Original Amo11nl of Rrgwa1 Enimatttl Original 
Ttrm Loans Mad1 by 99 Amo-unt of Loans 
Cooptrating Banks and Matl1 by All 

Y1a1 lltld al Mid-1941 Commtrcial Banlrs 
1938 $117,800,000 $217,000,000 
1939 449,600,000 827,000,000 
1940 734,900,000 . 1,352,000,000 

TOTAL $1,302,300,000 $2,396,000,000 

Since a significant proportion of all term loans made by commercial 
banks are paid off and disappear from the portfolios of the lenders after 
three and one-half years, it has not been deemed advisable to carry 
the estimates back past 1938. Even with this limitation, there is some 
underestimation of -the volume of loans made during 1938, and to a 
lesser degree during 1939. The original amounts of loans with terms 
of less than 3}1 years made in the former year, and with terms of less 
than 2}1 years made in the latter year, are not included. These errors 
are believed not to be large. 
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The Sample of Securities Privately 
Purchased by Life Insurance Com· 
panies and Estimates Made Therefrom 

As A RESULT OF PERSONAL REQUESTS made of their executive. officers, 
five of the largest legal reserve life insurance companies furnished 
tabulations of privately purchased bonds and notes with terms of 15 
years or less at time of issuance held by them at December 31, 1940. 
To preserve confidential relationships, the names of issuing concerns 
were not furnished, but information was given concerning the character 
of the lien (if any), coupon rate, maturity date, year of purchase, amount 
purchased, amount held at the end of 1940, effective rate at which pur
chases were made, issuer's main business and total assets at the end of 
1940, and participations (if any) with other lending institutions in the 
credit transaction. 

The schedules returned by the five companies listed 217 separate 
issues held at the end of 1940, with original aggregate amounts of 
$824 million at time of acquisition, and outstanding balances of $761 
million at date of reporting. The average original amount of issues 
acquired was $3.8 million, and the average outstanding balance was 
$3.5 million. Since about half the number and amount of issues privately 
purchased by insurance companies involved transactions in which other 
lending agencies participated, and each company reported only the 
original amount and outstanding balances of its own holdings, the data 
should be interpreted as descriptions of a group of loans made by in
surance companies rather than loans received by issuing business corpora
tions. This difference is especially important in considering the size of 
loans effected through private placements of bonds or notes. 

Character of the Sample 

The five cooperating companies have purchased and held a preponder
ance of all medium-term bonds and notes privately purchased by all 
life insurance companies during recent years; analysis of the charac
teristics of their holdings at the end of 1940 is therefore believed to be 
representative of all private placements of medium term (i.e., term 
of 15 years or less at time of issuance) . The importance of the five 
companies among all life .insurance companies active in the private 
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placement market is indicat-ed by the foll~wing-fig{;r~~:·-showing private 
acquisitions of bonds of al~ terms from issuers by the 26 largest legal 
reserve life insurance companies and by the five cooperating companies, 
during each year of the period 1932-38.1 · 

Ytar 
1932 
19JJ 
1934 
1935 
1936 
1937 
1938 

26 Largut ugal 
Ru~nt Lift In

suranct Companiu 
$33,300,000 

16,788,000 
90,647,000 

351,378,000 
327,792,000 
371,353,000 
659,503,000 

ToTAL $1,850,766,000 

5 Cooptrating 
Companiu 
$29,464,000 

15,855,000 
83,622,000 

318,415,000 
254,366,000 
322,430,000 
571,479,000 

$1;595,631,000 

Ptrctntagt 
of 5 Co

optrating to 
26 Companits 

88.5 
94.4 
92.3 
90.6 
77.6 
86.8 
86.7 

86.2 

Life insurance companies are dominant in the private placement mar• 
ket. Recent studies of the Securities and Exchange Commission indi
cate that they purchased from 74 percent to 99 percent of total cor· 
porate bonds. annually sold privately during the years 1934-39.2 For 
this reason,. and because the cooperating companies represent so large 
a fraction of the purchases of life insurance companies active in the 
field, it appears reasonable to conclude that the characteristics of the 
loans of the cooperating companies present a reasonably accurate view 
of private placement credit in general. 

'•'' 

Estimate oJ the Annual 
. Volume oJ Medium-Term Issues Privately · 
Purchased by Life Insurance Companies During Recent Years 

Although the SEC collected data from the 26 largest American legal 
reserve life insurance companies on their private acquisitions of bonds 
from issuing corporations during each year of the period 1928-38, 
no classification of these acquisitions was made according to term at 
time of issuance. The proportion of all private placements of bonds and 
notes with life insurance companies represented by medium-term issues 
must therefore be estimated. This may be done, on certain not unrea
sonable assumptions, by the following method : 

1.. The data furnished to the National Bureau on annual original 
amounts of medium-term issues purchased privately by the five co
operating companies and held at the end of 1940, were first broken 

1 Data coiJected by the Securities and Exchange Commission and printed_ in 
Temporary National Economic Committee, 76th Congress, 3d Session, Htarings 
Pursuant to Public Resolution No. 111 (W·ashington, 1940) Part 10-A, p. 129. 

2 Data furnished to the National Bureau of Economic Research by a letter of 
the Securities and Exchange Commission, dated September 11, 1941. 
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down according to the original amounts of issues purchased during each 
year from 1935 onward. Since it is known that about 15 percent of the 
amount of all issues mature and disappear from portfolios within four 
years after acquisition, and about 10 percent of the amount of all ac
quisitions are paid off within two years, in order to estimate the original 
amounts of all medium-term securities of all maturities purchased dur
ing each year, the amounts of securities reported to have been acquired 
during 1935 and 1936 and held at the end of 1940 were raised by 15 
percent, and the amounts of acquisitions during 1937, 1938 and 1939 
were raised by 10 percent. Acquisitions during 1940, held at the end 
of that-year, were left urichanged.-Since onli 23 percent of the~ amount 
of medium-term issues acquired by life insurance companies have serial 
maturities (the remainder being repayable in single amounts), the 
error of ignoring serial payments is believed not to be large. 

2. Utilizing the SEC data pn all private purchases of the five co
operating companies during 1935 through 1938, ratios were found of 
the amounts of medium-term issues (as estimated in step 1) to all 
issues purchased during these years. During the four-year period, 1935-38, 
medium-term issues formed 26 percent of all securities privately ac-
~~. . . 

3. All issues privately acquired by the five companies during 1939 and 
1940 were then estimated by assuming that.· the medium-term issues 
(estimated in step 1) were 26 percent (found in step 2) of the amount 
of all issues. 

4. The series on all issues purchased privately by ail life insuranc~ 
companies was tabulated by the SEC for each ye·ar of the period 1935-38. 
Since the five cooperating companies purchased 86.2 percent of the 
amount of securities privately purchased by all companies during the ten
year period 1928-38, the amounts o~ all issues privately purch~sed by 
all companies during 1939 and 1940 were estimated by assuming that 
all issues acquired by the five cooperating companies in these years 
(found by step 3) continued to have the same relative importance 
in the total (i.e., 86.2 percent). · 

5. Medium-term issues privately purchased by all life insurance com
panies were then computed by assuming that the ratio of medium-term 
to all issues acquired by the five cooperating companies was, in each 
year, the same as the ratio of medium-term to all issues privately ac
quired by all companies. 

In Table B-1 appear the results of these computations, including the / 
amounts of issues of all maturities annually purchased by the five co
operating companies and by all companies, and estimated amounts of 
medium-term· issues privately purchased by the two groups of companies 
during each year. On the assumptions, it appears that life insurance 
companies acquired privately from .issuers during the six-year period 
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Tahir B-1-EsnMATED AMouNT or MEDIUM-TERM SEcu-
RITIES ANNUALLY PURCHASED PRIVATELY BY LIFE INSUR-
ANCE CoMPANIES, 1935-40 (dollar figuru in millions) 

(1) (2) (3) (4) (S) 
EJtimattd 

AU ]SJ11.U Mtdi,.m-Tmta M tdi14m-T trm y,.,. P14rcluutd ]JS141J p,.,_ Alllss14tJ /JJ#tJ p,.,. 
PritJattly dastd Pri• Ratio of P14rcl&astd claastd Pri-
by s to- fJaltly by s (2) IO (1) PritJattly Pall~ by 

optratint Cooptrati111 by All All OJ. 
Comptanits Companiu Compa11i11 (4) X (3) 

1935 $318.4- $49.2b 0.154 351.4- $54.1 
1936 254.4- 62.1b 0.244 327.8• 80.0 
1937 322.4- 134.9- 0.418 371.4- 155.2 

1938 571.5- 135.3• 0.237 659.5- 156.3 
1939 660.()4 171.4- 0.260- 766.01 199.2 
1940 1,240.()4 323.1 0.261• 1,440.01 375.8 

ToTAL $3,366.7 $876.0 0.260 $3,916.1 $1,020.6 

• Securities and Exchange Commission data in Temporary National Economic: 
Committee, 76th Congress, 3d Session, Htarings p,.,.s,.anl to P¥hlic Ruolution No. JJJ 
(Washington, 1940) Part 1()-A. 

b Estimated by adding 15 percent to the original amounts of securities which were 
purchased during this year, t~nd luld at tnd of 1940. ' 

• Estimated by adding 10 percent to the original amounts of securities which were 
purchased during this year, a11d luld at tnd of 1940. 

• Estimated by assuming that medium-term issues purchased during the year were 
26 percent of all issues (see footnote e). 

• Weighted average percentage of all private placements purchased by 5 cooperating 
companies during 1935-38 that were of medium term. 

'Estimated by assuming that the weighted average ratio of purchases of the 5 co
operating companies to all26 companies during 1932-38 (namely 86.2 percent) obtained 
during 1939 and 1940. 

about $3.9 billion of securities, of which about $1 billion represented 
medium-term credit.• The rate of growth of insurance company partici
pation in the medium-term business credit market through private 
placement has exceeded even the rapid pace set by commercial bank 
term loans. 

Estimate of Medium-Term Private 
Placement Credit of Life Insurance 

Companie& Ouutanding at the End& of Recent Year& 

The five cooperating life insurance companies held $7 61 million of 
privately acq~ired medium-term bonds at the end of 1940. If the ratio 

• This estimate is in general agreement with an estimate made by different 
methods that the total dollar amount of issues placed directly by issuers with 
all t1P11 oj inifmtorl during the six-year period, 1935-40, was $4,314- million. 
See House Committee on Interstate and Foreign Commerce, 77th Congress, 1st 
Session, Hearing1 on H.R. I.J/4, H.R. 5065 and H.R. 5832 (Washington, 1941) 
Part II, p. 366. 
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of their outstanding credit of this type to that of all life insurance ·com
panies was the same as the ratio of their acquisitions to that of all 
companies ( 86.2 percent), then the amount of medium-term private 
placement credit of all companies outstanding at the end of 1940 was 
$883 million. While this figure can be cited with some assurance, lack 
of precise knowledge of the rates of amortization of private placement 
debt makes precarious the estimation of outstanding credit at the ends 
of earlier years. Since only 9 percent of the original amounts of all 
issues held by the five cooperating companies at the end of 1940 had 
terms of less than five years at time of issuance, it would not seriously 
impair the validity of a very rough estimate simply to take outstand
ings at the end of 1940 and to deduct the original amounts of issues 
acquired during that year to obtain outstandings at the end of 1939; 
and so on, back to 1937. Proceeding by this method, outstanding medium
term private placement credit of all insurance companies may be esti
mated as follows: 

Year 
1940 
1939 
1938 
1937 

Medium-Term lssuu 
· Prioately Purchased 

During Year 
$315,800,000 

199,200,000 
156,300,000 
155,200,0()0 

Medium-Term Issues 
Prioately Purchased 

and Held al End of Year 
$883,000,000 
507,200,000 
308,000,000 
151,700,000 

These estimates are subject to such severe qualifications as to be pre
cluded from any other use than as rough measures of the general posi
tion of insurance companies in the medium-term business credit market. 
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(I) 

Table C-1-PERCENTAGE DisTRIBUTION OF mE NuMBER AND AGGREGATE AMouNT OF MEDIUM-
s: 
" TERM LoANS MADE BY TERM LENDING INsTITUTioNs, BY ToTAL AssETS OF BoRRoWER " -It 
;i 

Numb" of Loans Aggr~gf.lU Amount of Loans It 
;I 

Total Asuts 
.. 
Q 

of Borrow~r .. 
Com- Life Federal Com- Life Federal "C 

(in thousands) mercial Insurance RFO Reserve mercial Insurance RFO Reserve "'i 
Banks- Companies" Banksd Banks- Companies" Banksd Q 

a--It 
Less than $5 7.4 

.. • 
5-10 5.6 • 
10-20 11.8 9.3 } 12.6 .4 .4 } .7 20-50 14.8 .5 
50-100 12.9 11.6 1.2 1.5 
100-250 12.9 30.1. 2.5 6.7 
250-500 23.0 5.6 17.5 3.7 2.0 8.4 
500-1,000, 12.9 9.7 12.5 9.7 

1,000-5,000 20.5 5.5 11.1 14.6 9.9 1.2 20.6 49.1 
5,000-10,000 8.3 6.0 3.7 } 3.9 7.2 1.9 35.4 } 23.9 10,000-50,000 15.8 38.3 1.9 22.3 25.4 13.0 
50,000-100,000 5.5 9.2 13.2 11.1 
100,000 and over 12.0 38.7 40.0 58.5 
No information 3.1 2.3 1.9- 3.3 1.9 11.9 

ToTAL 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 

•Analysis ofloans held by a National Bureau sample of99 banks on or about June 30, 1941. 
II National Bureau tabulation of securities privately purchased from issuers by the S largest legal reserve life insurance companies and 

held at mid-1941. 
• Analysis of a National Bureau sample of 54 industrial loans approved up to mid-1941 by the Reconstruction Finance Corporation. 
d Analysis of a National Bureau sample of 103 industrial loan applications approved by Federal Reserve banks up to May 31, 1940. 
• Less than 0.05 percent. .... 

"' .... 



Table C-2-PERCENTAGE DISTRIBUTION OF THE NUMBER AND AGGREGATE AMouNT OF MEDIUM· 
TERM LoANS MADE BY TERM LENDING INSTITUTIONS, BY INDUSTRY OF BoRROWER 

Numbtr of Loans Aggrtgatl Amounl of Loa11.1 

Industry of Borrowtr 
Com• Life Federal Com· Life 

mercial Insurance RFO Reserve mercial Insurance RFO 
Banks- Companiesb Banks• Banks- Companies' . 

Manufacturing 35.5 47.5 60.0 66.2 30.6 45.5 77.8 
Food and products s.o 12.2 } 9.7 2.8 7.7 
Tobacco · .6 .1 2.2 .1 
Textile mill products 2.2 8.5 8.0 1.5 20.0 
Lumber and timber products 1.6 10.7 8.8 .7 12.1 
Paper and pulp 3.2 1.7 1.8 4.0 6.3 
Printing and publishing 3.2 3.7 4.9 1.7 1.3 
Chemicals and allied products 1.7 2.6 2.1 1.8 2.1 
Petroleum, coal and gas products .3 .3 1.2 .2 • 3 
Rubber and products .8 .4 .. .9 .4 
Leather and products .3 1.1 1.5 .2 1.0 
Stone, clay and glass 1.3 3.1 3.3 .7 3.2 
Iron and steel products 3.6 5.0 6.7 4.3 7.2 
Transportation equipment 3.1 1.6 2.5 2.9 9.3 
Non-ferrous metals and products .8 1.4 1.3 .6 .8 
Machinery 4.1 5.2 6.0 1.9 5.5 
Miscellaneous manufacturing 3.7 1.4 8.4 4.2 .5 

Federal 
Reserve 
Banka4 

80.8 

} 8.1 
7.9 
8.2 
2.4 
2.9 ~ 
1.3 • 
5.1 .. 

s 
1.3 t"t • 2.0 ;I 

11.9 0.. ... 
14.8 ;I 

1.6 -6.4 .. 
0 

6.9 e;, 
c: .. -;I • .. .. 



Mining and extraction 11.8 

Construction .7 

Wholesale trade 5.5 

Retail trade 7.3 

Finance 9.9 

Public utilities and transportation 20.8 

Service 7.3 

Agriculture, forestry, fishing 1.2 

, ToTAL 100.0 

1.8 

8.3 

20.7 

21.7 

• 

100.0 

3.1 

1.7 

8.0 

15.4 

•• 

1.7 

8.7 

2.4 

100.0 

1.5 

3.2 

10.9 

15.1 

.. 
1.1 

2.0 

100.0 

21.3 

.2 

.8 

4.0 

15.8 

22.7 

4.5 

.1 

100.0 

.7 

8.6 

26.9 

18.3 

• 

100.0 

5.6 1.7 

.8 2.4 

2.9 7.1 

3.6 5.8 

.. 
4.9 1.4 

4.0 .8 

.4 

100.0 100.0 

• Original amount of term loans held by a National Bureau sample of 99 banks on or about June 30, 1941. 
b National Bureau sample of issues privately purchased by 5 life insurance companies. See Appendix B. 
• All loans to business enterprises (except in connection with national defense) disbursed by the RFC from February 2,1932, through 

December 31, 1940. Reconstruction Finance Corporation, (Juamrly Ripon, Fourth Quarter of 1940, pp. 62-65. 
d Data on number of applications for industrial advances approved by the Federal Reserve Banks up to May 31,1940, based on a special 

tabulation. · · 
• Service and finance grouped. 

(1.) 
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Tablt C-3-PERCENTAGE DISTRIBUTION oF THE NUMBER AND AGGREGATE AMouNT oF MEDIUM• 
TERM LOANS MADE BY TERM LENDIN~ INSTITUTIONS, BY SIZE OF LoAN 

Siuof Loan• 
(in thousands) 

Less than $5 
5-10 
to-25 
25-50 
so-too 
lOG-2501 

25o-5oo-

soo-t,()()()h 
1,ooo-5,000 
s,ooo-to,ooo 
10,000 and over 

ToTAL 

Com
mercial 
Banksb 

} 9.0 

} 16.7 
10.4 
19.0 
14.0 

12.7 
16.1 
1.6 
.s 

100.0 

Nt~.mblf' of Loaru 

Life 
Insurance 

Companies' 

u.s 

11.1 
49.3 
14.7 
13.4 

100.0 

RFCd 

37.6 
15.9 
19.0 
11.2 
8.1 
4.3 
2.9 

.6 

} .4 

100.0 

Federal 
Reserve 
Banks' 

23.5 
13.9 
21.8 
17.4 
11.8 
6.0 
3.9 

100.0 

Com
mercial 
Banbll 

.1 

.7 
1.1 
4.6 
7.4 

12.3 
49.7 
ts.S 
8.6 

100.0 

Life 
Insurance 

Companies' 

.8 

1.8 
29.0 
22.3 
46.1 

100.0 

RFCd 

1.9 
2.7 
7.3 
9.4 

13.4 
13.8 
19.5 

10.1 

} 21.9 

100.0 

Federal, 
Reserve 
Bank.-

1.2 
1.9 
6.8 

11.3 
15.2 
15.1 
18.6 

} 29.9 

100.0 

!Jot • .. 
I 
t"l 

• Class intervals for commercial banks and life insurance companies are inclusive of the lower limit and exclusive of the upper. For RFC : 
and Federal Reserve banks the intervals are exclusive of the lower limit and inclusive ofthe upper. Q.. 

b Loans held by a National Bureau sample of99 banks at mid-1941. . ;-
• A National Bureau sample of medium-term issues purchased privately by Slife insurance companies, and held at December 31,1940. .. 
d Loans authorized to business enterprises from February 2, 1932 to December 31, 1940, except for national defense. Reconstruction .. 

Finance Corporation, Qt~.amrly R~porl, Fourth Quarter of 1940, p. 61. 0 

• Loan applications approved up to December 31, 1937. Federal Reserve System, ~"ual Ripon ofllu Board of GOf!~rr, 1937, p. 61. ~ 
f Interval for RFC and Federal Reserve banks is 10G-200. ~ 
•Interval for RFC is 20G-500 and for Federal Reserve banks the interval is 2oo-400. ;-
II Interval for Federal Reserve banks is .. over 400.'' • .. .. 



Supplementary Tablet 

Table C-4-NuMBER AND EsTIMATED AMouNT OF DE
FENSE CoNTRACTS AssiGNED, FEBRUARY 27, 1941 TO 
jANUARY 29, 1942• (dollar figures in millions) 
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Numbtr of Contracts Estimattd .Amounl of 
Conlractsb 

Cumulatir" to 

February 27, 1941 
May 1, 1941 
May 29, 1941 

June 26, 1941 
July 31, 1941 
August 28, 1941 

September 25, 1941 
October 30, 1941 
December 26, 1941 

January 29, 1942 

Number 

955 
1,743 
2,092 

2,402 
3,020 
3,544 

3,977 
4,695 
5,809 

6,609 

Index Amount Index 

100 $257 100 
183 398 155 
219 . 513 200 

252 555 216 
316 702 273 
371 773 301 

416 826 321 
492 928 361 
608 1,018 396 

692 1,091 423 

• Based upon tabulations furnished by the Board of Governors ofthe Federal Reserve 
System. 

b Less than half the number of contracts assigned have the amounts reported. 
Amounts were estimated on the assumption that the average amount of contracts for 
which amount was not reported was equal to that of contracts for which amount was 
reported. 

Table C-5-AVERAGE AMouNT OF DEFENSE CoNTRACTS 
AssiGNED TO DIFFERENT TYPES oF LENDING INsTITU
TIONs, FEBRUARY 27, 1941 TO jANUARY 29, 1942• (in thou
sands) 

Com• Ftdtral Otlztr 
Cumulatiot to mtrcial RutrrJt RFC Ltnding 

Banks Banks Institutions 

February 27, 1941 $328.0 $154.0 $27.2 
May 1, 1941 253.3 160.3 39.8 
May 29, 1941 272.2 160.3 35.9 

June 26, 1941 252.5 214.7 36.5. 
uly 31, 1941 257.1 $68.6 227.4 43.6 

August 28, 1941 237.3 66.4 265.1 43.3 

September 25, 1941 225.5 63.3 241.2 45.4 
October 30, 1941 216.3 57.8 226.9 39.5 
December 26, 1941 190.6 55.6 217.9 42.3 

January 29, 1942 179.3 55.0 194.7 45.4 

.All 
Contracts 

$288.2 
229.2 
244.9 

230.7 
229.5 
215.9 

205.4 
194.9 
171.9 

161.7 

• Based upon tabulations furnished by the Board of Governors ofthe Federal Reserve 
System. 
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Tab/1 C-6-D£FENSE TEllM LoANS HELD BY WEEKLY 
REPORTING MEMBER. BANKS OF THE FEDER.AL RESER.VE 
SYsTEM AT APRJL 30, 1941, BY UsE OF FuNDs, BY TYPE or 
REPAYMENT PRovisioN, AND BY AssiGNMENT oR. NoN· 
AssiGNMENT OF GovERNMENT CLAIMs• (dollar figuru in 
tAousands) 

N 1nnlur of LotJns Amofjnt of Loans 

For plane facihtiea 
For production 
For both ~lane facilities and 

production 

ToTAL 

Number Percent 

vsa or rvNDI 

121 45.0 
109 40.5 

. 39 14.5 

,269 100.0 

TYPE or I.EPAYMENT PI.OVISION 

Non-instalment 
Instalment 

TOTAL 

109 40.5 
160 59.5 

269 100.0 

·Amount 

$.35,908 
40,877 

19,124 

$95,905 

$42,320 
53,585 

$95,905 

ASSIGNMENT OR NON-ASSIGNMENT OJ' CLAIMS 

Percent 

37.4 
42.6 

20.0 

100.0 

44.1 
55.9 

100.0 

With assigned claim• 75 27.9 $29,219 30.5 
Without assigned claims 194 72.1 66,686 69.5 

ToTAL 269 100.0 $95,905 100.0 

• Based upon data furnished by the Board of Governor• of the Federal Reserve 
System. · 
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