





FOREWORD

The year ended December 31, 1953, was a good year for Federal credit
unions. The economic climate generally was the most favorable in our Nation’s
history. Federal credit unions made good use of their opportunities to extend
thrift and credit services to their members. Their officials are to be commended
for the outstanding progress made in 1953.

As impressive as the following composite report on all Federal credit
unions is in terms of dollars, numbers, and membership, only part of the story
can be told by statistics. Human values such as the building of self-confidence
through self-help and a sense of security in the area of family finance are
contributed in good measure through the personalized services of credit unions
to their members.

Recognition of these human values certainly helps explain the accomplish-
ments of the past; but more important, such values fix standards and guides
for the future. It now seems clear that Federal credit unions can continue to
flourish provided only that they continue to emphasize the human values in
carrying out their basic functions as set forth in the Federal Credit Union Act.
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J. DEANE GANNON, Director
Bureau of Federal Credit Unions
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FEDERAL CREDIT UNIONS

Federal credit unions are cosperative associations organized in accord-
ance with the Federal Credit Union Act ‘“to promote thrift ameng their
members and create a source of eredit for provident and productive
purposes.” Membership is limited to a group of persons having a

common bond of association, occupation, or residence.

Federal eredit

unions are chartered, examined, and supervised by the Bureau of Federal

Credit Unions.

Members’ shareholdings, however, are not insured by

any agency of the Governmeni.

New all-time high levels in the value of total
national product, income of individuals, and per-
sonal savings were attained in calendar year 1953,
according to reports issued by the Board of Gover-
nors of the Federal Reserve System. In most
manufacturing and commercial lines, employment
was high and stable. Since more than 80 percent
of all operating Federal credit unions serve em-
ployee groups in urban areas, it is not surprising
that their growth in membership, shareholdings,
and assets was greater in 1953 than in any previous
year. Most of this growth was accounted for by
established units, but newly chartered Federal
credit unions contributed more to the national
totals in 1953 than in any previous year. There
were 825 charters issued in 1953. This number
has been exceeded only twice since the Federal
Credit Union Act became law in 1934—1935 with
906 and 1936 with 956. Most of the units char-
tered and organized during 1953 reported better
than average growth for new Federal credit unions.

Promotional work done by local volunteers, by
State leagues, and by the Credit Union National
Association was also an important factor in the
growth of TFederal credit unions during 1953.
Nationwide advertising programs sponsored and
financed by the Credit Union National Associa-
tlon appear to have been particularly effective in
fostering interest in credit unions.

The Bureau continued its policy of encouraging
and training local volunteers to assist interested
groups to apply for charters and to assist newly
chartered groups to organize and begin operations.
In some areas, the work of these volunteers and
the cooperation of the State league combined to
enable Bureau personnel to devote nearly full
time to examination and supervision of established
Federal credit unions and as little as 1 percent of
their official time to organization work.

The oldest Federal credit union was less than
20 years old at the end of 1953. In this relatively
short period, as compared with the history of
other financial institutions, Federal credit unions
have grown to their present number and size

becauso of the unselfish efforts of Ll many un-
paid volunteers from all walks of life who have
been and are officials and because these institu-
tions have and do serve useful purposes for work-
ing people and their families. Officials of a Fed-
eral credit union are elected by and from its mem-
bership. Only the treasurer may be compensated
for his services as authorized by the membership
when earnings of the organization are sufficient.
The basic purposes of Federal credit unions are to
promote thrift and to provide for members a source
of installment consumer loans at reasonable rates.

In the promotion of systematic savings from
current income, Federal credit unions effectively
supplement the numerous thrift agencies and serv-
ices by establishing convenient facilities, by ac-
cepting savings in small amounts, and by educa-
tional programs of various kinds. Loan service
is limited to members. In addition, the Federal
Credit Union Act specifies maximum limitations
on the amount and period of loans. Unsecured
loans may not exceed $400; secured loans to any
one member may not exceed 10. percent of the
credit union’s unimpaired capital and surplus ;
and no loan may be granted for a period in excess
of 36 months. The maximum interest rate is 1
percent per month on unpaid balances inclusive -
of all charges incidental to making the loans.
Federal credit unions can, and many do, adopt
limits that are lower than these maximums.
Thus, Federal credit unions are confined primarily
to small, consumer-type loans. In this area their
objective is to make 1t unnecessary for their mem-
bers to patronize high-rate money lenders in times
of financial emergency. The growth of Federal
credit unions in the period 1935 through 1953 is
shown in table 1.

No legislation affecting the scope of Federal
credit union operations was enacted during 1953.

NUMBER OF FEDERAL CREDIT UNIONS

At the end of 1953 there were 6,856 charters
outstanding; 6,578 were held by operating Federal
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credit unions whose financial statements are sum-
marized in this report; 163 were held by units in
the process of liquidation; one was under suspen-
sion; and 114 were held by newly chartered units
that had not commenced operation by December
31. 'The increase of 653 in the number of operating
Federal credit unions was the largest net mcrease
in any year since 1936 when 979 were added. The
number in liquidation was 15 more than at the
end of 1952, and the number of unorganized new
units was 26 more.

TABLE 1.—Number of members, amount of assets, amount
of shares, and amount of loans outstanding Dec. 31, re-
porting Federal credit unions, 1985-58

‘ Number of
Year reporting | Number of | Amount of Amount of | Amount of
credit members assets shares loans
unions !

762 118, 665 $2, 368, 521 $2,224,608 | $1, 830,489

1,725 307, 651 9,142, 943 8, 496, 526 7,330, 248

2, 296 482, 441 1Y, 249, 138 17, 636, 414 | 15,088, 076
2,753 631, 436 29, 621, 501 26, 869, 367 | 23,824,703
3,172 849, 806 47,796, 278 43,314,433 | 37,663,782
3,739 | 1,126,222 72, 500, 539 65,780,063 | 55,801,026
4,144 | 1,396,696 | 105, 656,839 06, 816, 948 | 69, 249,487
4070 | 1,347,519 | 119,232,803 | 109,498,801 | 42,886, 750
3,850 | 1,302,363 | 126,948,085 | 116,988,974 | 35,228, 153
3,795 | 1,303,801 | 144,266,156 | 133,586,147 | 34, 403, 467
3,757 | 1,216,625 | 153,103,120 | 140,613,962 | 35, 155, 414
3761 | 1,302,132 | 173,166,459 | 159,718,040 | 56,800, 937
3,845 | 1,445,015 | 210,875 571 | 192,410,043 | 91,372, 197
4,058 | 1,628,339 | 258,411,736 | 235, 008,368 | 137, 642, 327
4,495 | 1,819,606 | 316,362,504 | 285,000,934 | 186, 218, 022
4,084 | 2,126,823 | 405,834,976 | 361,924,778 | 263, 735, 838
5308 | 2,463,898 | 504,714,580 | 457,402,124 | 299, 755, 775
5025 | 2,853,241 | 662,408,869 | 597,374,117 | 415,062, 315
6,578 | 3,255,422 | 854,232,007 | 767,571,002 | 573, 973,520

11n the period 1945 through 1953, the number of operating and reporting
credit unions was the same. In other years, the number of credit unions
whieh reported was less than the number in operation.

More than half of the net increase in the num-
ber of operating Federal credit unions was in 6
States, led by California and Michigan with 85
each. Pennsylvania was third with 52. New
York, New Jersey, and Indiana had gains of 46,
38, and 35, respectively. These 6 States accounted
for 52 percent of the net gain and had 45 percent
of all operating Federal credit unions at the end
of 1953. TFederal Government employee groups
had the largest net gain of any type category with
45, followed by religious groups with 40, labor-
union groups with 38, and iron and steel employee
groups with 34. '

Changes in the number of Federal credit unions
by years for the period 1935 through 1953 are
shown in table 2.

Of the 825 Federal credit union charters granted
during 1953, 102 were in California, 83 m New
York, 77 in Michigan, and 65 in Pennsylvania.
By type categories, Federal Government employee
groups led with 62, followed by labor unions with
58, and religious groups with 45.

At the end of 1953, 965 operating Federal
credit unions were serving associational groups.
This was 14.7 percent of the total 6,578; 5,460 or
82 percent were serving employee groups; and 153
or 2.3 percent were serving residential groups.
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TaBLE 2.—Changes in number of Federal credit unions

1985-58

Number of charters outstand-

Number of charters ing at end of year

Year Inactive |O i
_ active |Operating
Granted ((:Jezllgd Cthelt o Total credit credit
4 unions unions

1006 |.owcemcnnn 1906 906 134 772
956 4 952 1,858 107 1,751
638 69 569 2,427 114 2,313
515 83 432 2, 859 99 2,760
529 93 436 3,295 113 3,182
666 76 590 3, 885 129 3,756
583 89 494 4,379 151 4,228
187 89 98 4,477 332 4,145
108 321 —213 4,264 326 3,938
69 285 —216 4, (48 233 3,815
96 185 —89 3,959 202 3,757
157 151 6 3, 965 204 3, 761
207 159 48 4,013 168 3,845
341 130 211 4,224 166 4,058
523 101 422 4, 646 151 4,495
565 83 482 5,128 144 4,984
533 75 458 5, 586 188 5, 398
692 115 577 6,163 238 5,925
825 132 693 6, 856 248 6, 578

1 Tnclades 78 charters granted in 1934.

Pennsylvania had the largest number with 683,
New York was second with 665, and California was
third with 585. Federal Government employee
groups had 653, which was the largest number for
any type category. Religious groups, which are
mostly Roman Catholic parishes, had the second
largest number with 340. School employee and
petfoleum employee groups were next with 298
each.

Details concerning Federal credit union charters
granted, canceled, inactive, and operating by State
and type of membership are shown in tables 2,
20, and 21.

MEMBERSHIP

The charter for each Federal credit union defines
in specific terms the group it may serve. Poten-
tial membership, therefore, is a determinable and
significant figure at any given date. At the end of
1953 the potential membership of all Federal
credit unions was 7.3 million, which was.533,256 or
7.8 percent more than the total potential member-
ship reported at the end of 1952. The increase in
number and percentage was smaller in 1953 than
in 1952 when 719,057 potential members were
added and the rate of increase was 11.8 percent.
This indicates that potential membership of
established Federal credit unions may have de-
clined and/or that the units added during 1953
may have had a somewhat smaller potential mem-
bership on the average than those added during
1952. Federal credit unions with assets between
$25,000 and $49,999 had a decrease of 103,380 in
potential membership during 1953, 747,811 com-
pared with 851,191. Those with assets of less
than $1,000, reported 12,525 fewer potential mem-
bers at the end of 1953 than at the end of 1952.
Those with assets of $1 million or more had an



increase in potential membership of 229,735, the
largest for any size category. Federal credit
unions in California had the largest increase for any
State with 59,546; those in New York had the
second largest increase with 56,948.
of the fact that the number of Federal credit
unions serving Federal Government employees
increased by 45 during 1953, the number of
potential members declined by 1,989 during the
same period. The type category reporting the
largest increase was religious with 67,424, ~ The
average potential membership per Federal credit
union at the end of 1953 was 1,116, as compared
with 1,149 at the end of 1952.

At the end of 1953, total membership was 3.2
million, which was an increase of 402,181 or 14.1
percent over total membership of all Federal
credit unions at the end of the previous year. The
rate of increase during 1951 and 1952 was 15.8
percent. Those in California had the largest
number of members at the end of 1953 with
365,876, and recorded the largest gain during the
year with 57,515. Federal employee Federal
credit unions had the most members of any type
category with 408,674 and had the largest gain
during the year with 35551. As in previous
years, the ratio of actual to potential membership
was lowest for the smaller units. The range was
from 8.3 percent for those with assets of less than

MEMBERSHIP
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$1,000 to 61.2 percent for those with assets
between $500,000 and $999,999. One reason for
this is the fact that the larger units have been in
operation for longer periods of time on the average
than the smaller units.

At the end of 1953 the average membership per
Federal credit union was 495 as compared with
an average of 482 at the end of 1952. The growth
In average membership for the period 1942 through
1953 is shown in chart A. Detailed information
concerning potential and actual membership for
Federal credit unions grouped by size, State, and
type is shown in tables 16 and 17.

SIZE OF FEDERAL CREDIT UNIONS

Average assets at the end of 1953 were $129,362,
an increase of $18,063 or 16.1 percent over the
average of $111,799 at the end of 1952. Federal
credit unions with assets of less than $25,000
accounted for 37.2 percent of the total number
and had 2.9 percent of the assets as compared
with 38.9 percent and 3.5 percent, respectively,
at the end of 1952. The number with assets
below $25,000 increased 143 while the number
with assets of $25,000 or more increased 510
during 1953. Federal credit unions in the District
of Columbia had the highest average assets with
$245,932, and by type of membership those
serving employees in aviation had the highest
average with $740,841.

The trend in the size distribution of Federal
credit unions from 1935 through 1953 is shown
in tabie 3.

TaBLE 3.—Percentage distribution of Federal credit unions
grouped according to amount of assets 1935—53

All Federal credit | Percentage of Federal credit unions with
unions assets of—
Year
. Less than| $1,000 to | $10,000to | $100,000

Number | Percent | “g"400 | “50,909 | $99.999 | and pvor
1935, ... 762 100.0 45.8 47.9 6.2 0.1
1936 ... 1,725 100.0 27.1 59.8 12.9 .2
1937 ... 2, 296 100.0 20.0 58.6 20.7 .7
19380 e 2,753 100.0 15.8 55.7 27.5 1.0
1939 ... 3,172 100.0 10.9 51.7 35.6 1.8
1940. ... 3,715 100.0 9.9 46.5 40.8 2.8
1041 ... 4,144 100. 0 8.4 42.2 45.0 4.4
1942, . ... 4,070 100.0 6.1 41.2 47.1 5.6
1943, ... 3,859 100.0 3.9 39.3 50.1 6.7
1944 ... _ 3,795 160.0 2.7 36.2 53.3 7.8
1945 ... 3,757 100.0 1.9 33.9 55.2 9.0
1946 ... 3, 761 100.0 2.0 30.6 56. 5 10.9
1947 _____._ 3,845 100.0 1.9 26.7 57.7 13.7
1048, ... 4,058 100.0 2.5 23.7 57.6 16.2
1949 ... 4,495 100.0 2.8 23.7 55.5 18.0
1950 ... 4,984 1G0. 0 3.1 22.8 52.8 21.3
1951, .. _.__ 5,398 100.0 2.3 20.7 53.2 23.8
19620 ._.._ 5,925 100.0 2.5 19.0 50.8 27.7
1953 oo 6, 578 100.0 2.6 17.9 49.3 30.2

The growth of the new Federal credit unions
during 1953 is illustrated by the comparative
average assets of those chartered in 1951, 1952, and
1953.  On December 31, 1953, they were $10,956,
$27,243, and $56,058, respectively. The average
assets of the corresponding age groups at the end
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of 1952 were $10,333, $29,854, and $42,882. A
larger proportion of newly chartered TFederal
credit unions attain sufficient size within a year
to enable them to provide effective thrift and credit
services for their members now than in the period
prior to 1948.

ASSETS

Assets of Federal credit unions increased $191.8
million or 29 percent during 1953, from $662.4
million to $854.2 million. Of the total amount of
increase, $90.7 million occurred during the first 6
months of the year and $101.1 million occurred
after July 1. The amount of increase in assets
during 1953 was the largest for any year, but the
rate of increase was less than in 1952 when total
assets increased by 31.2 percent.

Tederal credit unions in each of 7 States had
total assets in excess of $50 million at the end of
1953, led by California with $111.9 million.
Pennsylvania was second with $78.1 million and
was followed by New York with $74 million,
Texas with $66.4 million, Michigan with $66.1
million, Connecticut with $55.2 million, and Ohio
with $54.9 million. These seven States accounted
for 59.3 percent of the total assets of all Federal
credit unions at the end of 1953 and 59.1 percent
at the end of 1952. The largest amount of growth
was in California where total assets increased
$27.8 million or 33.1 percent. Federal credit
nnions in Michigan had the largest percentage
growth with 54.6 percent during 1953, and 144
percent increase since January 1, 1952.

Tederal credit unions with assets of $1 million
or more had the largest amount of assets of any
size category with $198.4 million and had the
largest increase in amount and percentagewise
with $73.3 million and 58.6 percent, respectively.
The size category with the second largest amount
of total assets at the end of 1953 was $100,000 to
$249.999 with $179.5 million; the size category
that recorded the second largest amount of in-
crease during the year was $500,000 to $999,999
with $52.8 million, which was a percentage in-
crease of 49.3 percent, the second largest for the
11 size categories used in this report. Federal
credit unions with assets of $100,000 or more
accounted for 93 percent of the total increase in
assets during 1953. Those with assets between
$1,000 and $2,499 had a decrease in total assets
of $9,112.

When grouped by type of membership, Federal
credit unions serving Federal employee groups had
the largest amount of total assets with $81.2 million
at the end of 1953, followed by petroleum industry
employee groups with $59.1 million, and local
government employee groups with $49.3 million.
Tederal Government employee groups had the
largest gain in amount of assets during 1953
with $16.2 million. Automotive products em-
ployee groups had the second largest gain in
amount of assets with $14.2 million and the largest
percentage increase over 1952 with 45.6 percent.
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Assets of Federal credit unions grouped by -
size, State, and type of membership as of Decem-
ber 31, 1953, are shown in tables 8 and 10.

Loans.—The amount of loans outstanding to
members at the end of 1953 was $573.9 million,
which was an increase of $158.9 million or 38.3
percent during the year. The amount of increase
during 1952 was $115.3 million and the rate of in-
crease was 38.5 percent. During the first half of
1953, the amount of loans outstanding increased
$87.8 million or 21.2 percent; during the second
half of the year the increase was $71.1 million or
14.1 percent. Although the volume of loans
was a new high for the year as a whole, the rate
of increase during the second half of the year
was only two-thirds as much as the rate of growth
during the first half. At the end of 1953, loans
outstanding to members accounted for 67.2
percent of total assets as compared with 62.7
percent at the end of 1952. All size categories
reported a higher percentage of total assets in
loans to members at the end of 1953 than at the
end of 1952.

During 1953, Federal credit unions granted
2.4 million loans aggregating $959.8 million for
an average of $388 per loan. This was an in-
crease of 13.8 percent in the number and 25.7
percent in the amount granted during 1952. In
volume and in average size of loan new highs
were established. The average size of the loans
outstanding at the end of 1953 was $379, which
exceeded the average size of the loans granted
during 1952 by $28.

At the end of 1953, there were 121,987 loans
in the aggregate amount of $28 million delinquent
2 months or more. These delinquent loans ac-
counted for 8 percent of the total number and
4.9 percent of the total amount of outstanding
loans, as compared with 8.3 percent and 4.9 per-
cent, respectively, at the end of 1952. The
average size of the outstanding delinquent loans
reported as of December 31, 1953, was $230.

Delinquent military loans totaled 4,803 in
number and $1.1 million in amount at the end of
1953 as compared with 5,300 and $1.1 million,
respectively, at the end of 1952. A delinquent
loan is classified as a military delinquent when
the member is or has been on active duty in any
branch of the armed services during the term
of his loan.

Cash.—Cash on hand and in banks totaled
$76.7 million and accounted for 9 percent of the
total assets of all Federal credit unions at the
end of 1953 as compared with $66 million and 10
percent, respectively, at the end of 1952. Those
with assets of less than $100,000 had a higher
percentage of total assets in cash with a range
of 49.7 percent for the smallest size category
to 10.8 percent for the $50,000 to $99,999 cate-
gory. As in previous years, it appears that the
larger Federal credit unions, which are usually the
older ones, are better able to gage their needs
for cash and have to a greater extent invested



funds not required to meet members’ requests for
loans and share withdrawals.

United States bonds.—Investments in United
States bonds increased from $85.8 million at the
end of 1952 to $86.6 million at the end of 1953,
but accounted for a smaller percentage of total
assets, 10.1 percent compared with 12.9 percent.
In dollar amount this investment was at an all-
time high. The decrease in terms of percentage
of total assets continued the trend which began
in 1945 when more than half of total assets of
these organizations were invested in United States
bonds. The trend is explained by the increased
demand for loans and by larger investments of
funds in loans to other credit unions and in savings
and loan associations. All size categories had
smaller percentages of total assets in United States
bonds at the end of 1953 than at the end of 1952
with the more substantial decreases in Federal
credit unions with assets in excess of $50,000.
By size categories at the end of 1953, the runge
in the ratio of holdings in United States bonds to
total assets was from 0.6 percent for those with
assets between $1,000 and $2,499 to 14.9 percent
for those with assets of $1 million or more. The
latter group owned $29.6 million or 34.2 percent
of the total of $86.6 million. Federal credit
unions in Pennsylvania had the largest amount of
this total with $11.5 million, but those in Illinois
had the largest percentage of total assets in United
States bonds with 22.3 percent.

Savings and loan shares.—Total Federal
credit union investments in savings and loan
shares increased from $80.1 million to $95.7
million during 1953.. This was an increase of
$15.5 million or 19.4 percent. As a ratio to
total assets, however, there was a slicht de-
crease from 12.1 percent at the end of 1952 to
11.2 percent at the end of 1953. There was an
increase in the amount of such investments for
all size categories above $250,000, and a decrease
in the ratio to total assets for all size categories
that had such investments. At the end of
both 1952 and 1953, Federal credit unions with
assets between $250,000 and $499,999 had the
highest percentage of their total assets in sav-
ings and loan shares with 13.3 percent and 12.4
" percent, respectively. Federal credit unions in
Connecticut had the largest amount of this
type of investment with $14.6 million, followed
by New York with $11.1 million, Pennsylvania
with $10.1 million, California with $8.8 million,
and New Jersey with $7 million. Of these
States, Connecticut had the highest ratio to
total assets with 26.5 percent and New Jersey
had the second highest ratio with 16.7 percent.
The regional concentration of this type of Federal
credit union investment has been apparent for
several years.

Loans to other credit unions.—Federal
" credit unions are authorized to make loans to other
credit unions in an aggregate amount not to exceed
25 percent of their unimpaired capital and surplus.

302724°—54——2

MILLIONS OF DOLLARS

1000 - S
800
{ OTHER ASSETS w
S. BONDS §\
- L
.
LOANS TO MEMBERS ;\/
600 _
A‘
400
200
0 .- o e -7 . RO i
1942 44 46 48 50 52
CHART B
AsseTs oF FEDERAL CrEDIT UNioNs, DECEMBER 31,
1942-53

Although this investment has never been a sub-
stantial percentage of total assets, inter-credit-
union lending has become important in a few
localities in recent years. Since they may make
such loans to both State-chartered and Federal
credit unions and may borrow from any source, the
amount of this investment for all Federal credit
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unions at any time is not comparable with the
amount of their notes payable on the same date.
‘At the end of 1953, loans to other Federal credit
unions amounted to $15.5 million. This was an
increase of $5.2 million or 51.2 percent as com-
pared with the total of $10.3 million at the end
of 1952. Loans to other credit unions accounted
for 1.8 percent of total assets at the end of 1953.
Federal credit unions with assets in excess of
$500,000 accounted for 56.8 percent of the
total: those with assets of $1 million or more
had 27.5 percent of their total assets in this
type of investment and accounted for $2.5 million
of the increase in the total for all size categories.
At the end of 1952 Federal credit unions in
only two States reported an aggregate of %1
million or more in loans to other credit unions.
At the end of 1953, there were 5 States—Michigan
with $2.7 million, California with $2.4 million,
Texas with $1.2 million, Hawail with $1.1 million,
and Pennsylvania with o little over $1 million.
ther assets.—This category includes such
iterns as furniture and fixtures, prepaid surety
bond premiums, unamortized organization costs,
and office building, if any, owned by the credit
union. At the end of 1953 other assets totaled
$5.6 million and accounted for 0.7 percent of
total assets as compared with $5 million and 0.8
percent at the end of 1952. '
The growth in total assets and the distribu-
tion among the principal asset items for all
Tederal credit unions in the period 1942 through
1953 is shown in chart B.

LIABILITIES

Notes payable—Notes payable represent
funds borrowed by Federal credit unions. The
limit on borrowing is fixed by law at 50 percent of
the Federal credit union’s unimpaired capital and
surplus. At the end of 1953, the aggregate un-
paid balances of such loans totaled $21.4 million
and represented 2.5 percent of total liabilities.
At the end of 1952, notes payable totaled $16 mil-
lion and accounted for 2.4 percent of total Habili-
ties. Borrowing has never been an important
source of capital for Federal credit unions in
ceneral. In individual cases, however, borrowed
capital has been important to meet an emergency
need for funds caused by a sharp increase in the
demand for loans or for share withdrawals.
More than 80 percent of the notes payable at the
end of 1953 were in Federal credit unions with
assets in excess of $100,000; at the end of 1952
these size categories had 81 percent of total notes
payable. In most cases, the larger units borrow
for short periods in order to avoid converting
long-term investments. Federal credit unions in
California had the largest amount of notes payable
at the end of 1953 with $3.1 million; those in
Michigan had the second largest amount with
$2.9 million. The ratios of notes payable to
total liabilities in these States were 2.8 percent and
4.5 percent, respectively. 'The results of a special

6

study of the borrowings by Federal credit unions
during 1953 are described below.

Borrowings by Federal credit unions during
1953.—All operating Federal credit unions were
requested to submit a supplementary report on
their borrowings during 1953. The questionnaire
and instructions called for information as to the
amount, source, period, contract rate of interest,
and type of collateral, if any, for each loan nego-
tiated. They were specifically requested to ex-
clude all short-term loans for the purpose of
providing change on pay days.

Usable returns were received from 5,076 or 77
percent of the 6,578 operating Federal credit
unions at the end of 1953. Of those that reported,
3,360 or 68 percent stated they had borrowed no
capital funds during the year. The 1,716 Federal
credit unions that borrowed reported on 3,878
loans for an aggregate amount of $35,473,573.
Since this study covered a substantial majority of
all operating HWederal credit unions, the findings
are considered to be representative of their ex-
perience in borrowing capital funds during 1953.
No previous credit union study of this nature or
magnitude has ever been made.

The size distribution of loans included in this
study is shown in the following schedule.

Size of loans to Federal credit unions during 1953

Number of loans Amount of loans
Size of loan o o

eanfame | CUMUIAEVEl & umulative

Percentage percentage Percentage percentage

Tess than $500- .. —---- 1.7 1.7 0.1 0.1
$500-3999 e 3.0 4.7 .2 .3
$1,000-$2,499 25.2 29.9 4.3 4.6
$2,500-$4,999 9.4 49.3 6.8 il. 4
$5,000-$9,999 22.2 71.5 13.4 24.8
$10,000-$24,999_ . 20.2 9.7 28.5 53.3
$25,000-$49,999 . _ .. oo 4.8 6.5 5.4 63.7
$50,000-399,999_ .- 2.5 99.0 15.5 84.2
$100,000-3199,999.___._... .8 99.8 9.2 93.4
$200,000 and above._...-- .2 100.0 6.6 100.0
100.0 |aeocoooaat 100.0 Joemcaoemeas

Nearly 30 percent of the number of loans were
for less than $2,500; 70 percent of the number
and nearly 25 percent of the aggregate amount
were in loans of less than $10,000; 91 percent of
the number and 53 percent of the aggregate
amount were in loans of less than $25,000.

Less than 20 percent of the loans below $50,000
were secured. The proportion of secured loans
in each size category for $50,000 and above was as
follows: $50,000 to $99,999, 43 percent; $100,000
to $199,999, 48 percent; and $200,000 and above,
89 percent. More than half the loans of less
than $5,000 were for rates of interest in excess
of 3 percent; and more than half the loans of
$5,000 and above were at rates of interest of 3
percent per annum or less. About two-thirds of
the loans in all size categories were for periods of
6 months or less.

Other credit unions provided more than half
the loans in the five size categories between $500



and $24,999. Banks made more than half of all
loans above $25,000, and thus provided about
47 percent of the aggregate amount borrowed
by all Federal credit unions during 1953. None
of the loans from savings and loan associations
exceeded $25,000. Most of the loans from this
source were between $2,500 and $4,999, and
accounted for about 5 percent of all loans in this
size category.

A more detailed analysis of the interest rates

on these loans is presented in the following
schedule.

Interest rates on loans to Federal credit unions during 1953

Number of loans Amount of loans
Interest rate per annum Cumulati Crmulati

y umulative umulative
Percentage percentage Percentage Dercentage
Less than 1 percent_.___. 1.2 1.2 0.4 0.4
1~1.9 percent...._..__.___ 1.1 2.3 .2 .6
2-2.9percent____.._______ 2.6 4.9 10.1 10.7
3-3.9 percent_. 43.0 47.9 50.5 61.2
4-4.9 percent_. 38.5 86. 4 32.5 93.7
5-5.9 percent.__ 8.5 94,9 4.7 98.4
6-6.9 percent_. 4.9 99.8 1.4 99.8
7-7.9 percent...__ .1 99.9 .1 99.9
8-8.9 percent. .. ______ .1 100.0 .1 100.0
100.0 focccmen 100.0 |ecoceoan .

The most frequent rate was 3 to 3.9 percent
which accounted for 43 percent of the total number
and 50 percent of the aggregate amount of all
loans. The next most frequent rate was 4 to
4.9 percent which accounted for 38 percent of the
number and 32 percent of the amount of all loans.
More than 86 percent of the number and 93
percent of the amount of all loans were at rates
below 5 percent. It is significant to note that
of the total sample of 3,878 loans only 5 were
at rates between 7 and 7.9 percent and only 2
were at rates between 8 and 8.9 percent.

The period of the loan apparently had little
influence on the interest rate. In all rate cate-
gories except one the proportion of loans for
period of 6 months or less varied from 61 percent
to 100 percent. Sixty-five percent of the loans
at 1 to 1.9 percent were for period in excess of
6 months. Thisrate category, however, accounted
for only 1 percent of the number and 0.2 percent
of the amount of all loans.

Security was a significant factor in only one
rate category. Fifty-three percent of the number
and 90 percent of the amount of loans at 2 to 2.9
percent were secured. This rate category ac-
counted for 2 percent of the number and 10 per-
cent of the amount of all loans. Less than 13
percent of the loans in all other rate categories
were secured.

The distribution of the loans by rate of interest

and principal source is shown in the following
schedule.

Interest rates and principal sources of loans to Federal credst
ungons during 1958

Distribution of loans by principal sources
Percentage of number Percentage of amount
Interest rato
Savings Savings
Other Other
credit | Banks zgggolc%gl_l credit | Banks aéggol(ggfl
unions tiong | unions tions
Less than 1 percent. 2 N ER N 2.1 | . 97.9
1-1.9 percent________ 92.7 82.2 oo . 17.8
2-2.9 pereent 4.3 92.4 2.8
3-3.9 pereent 53.9 44.1 1.7
4-4.9 percent 40.0 53.3 4.1
5-5.9 percent 5.8 85.2 3.7
6-6.9 percent 7.6 85.8 5.6
7-7.9percent.._.__f. .| 100.0 |.oo____ .. 100.0 | .
8-8.9percent .| _______}| 100.0 |_________ T 100.0 ...

The category “Other sources of loans” includes
individuals, labor unions, employers, and unclassi-
fied sources.

The sources of the loans and the practice con-
cerning security are shown in the following
schedule.

Source of loans to Federal credit unions during 1953

Percentg}ge distri- Percentage un-

tion secured
Souree
Number | Amount | Number | Amount
Other credit unions. ..._________ 54.1 41.2 98.1 97.4
Banks_.____ ... .. 35.3 54.3 76.2 55.8
Savings and loan associations 2.7 1.3 1.0 1.5
Individuals. ... ____ 4.2 1.2 99.4 69.7
Employers____.._.__ 1.7 1.1 97.0 97.0
Labor unions .5 .2 100. 100.0
Uneclassified......__..__..___._..__ 1.5 7 93.2 94.7
Total oo 100.0 100.0 87.8 73.5

Other credit unions and banks were the prinei-
pal sources of loans, and together accounted for 89
percent of the number and 95 percent of the
amount of all loans. More than 87 percent of the
number and 73 percent of the amount of loans
from all sources were unsecured. Tt appears to be
the general practice for savings and loan associ-
ations to require security for all loans. The
sample included only one unsecured loan in the
amount of $7,000 from this source.

Although less than 13 percent of the number and
27 percent of the amount of all loans were secured,
the type of collateral used and its apparent
influence on interest rates are significant. The
findings of the study in these two respects are
shown in the following schedule.



Types of collateral related to interest rates on loans to Federal
credil unions during 1963

Percentage distribution by rate
of interest
Percentage of—

Seeurity 3 percent or less | Over 3 percent
Num- Nurmn- Num-

ber Amount| o, Amount| " n Amount

NODE. o e e mm e 87.8 73.5 | 46.8 51.41 53.2 48.6

United States bonds....] 5.7 21.61 78.3 96.8 | 2L.7 3.2
Savings and loan shares

or certificates. .-~ 4.7 3.7 29.1 50.7 70.9 49.3

Notes of members..---- 1.5 1.0 | 47.5 52.2 1 52.5 47.8

Unelassified . - caeoeee- 3 .21 75.0 80.0 1 25.0 20.0

Totalocccceamaees 100.0 100.0 47.9 61.2 52.1 38.8

United States Bonds were pledged as security
for about 5 percent of the number and 21 percent
of the amount of all loans, and it appears that this
type of collateral had a significant influence on
the rate charged. This seems to indicate an
important advantage of registered and bearer-type
Treasury bonds as investments for Federal credit
unions. ~ The influence of other types of collateral
on interest rates is not clearly mdicated by the
study.

The loans were for short periods. This is
clearly indicated by the following schedule.

More than 75 percent of both number and
amount of all loans were for periods of 6 months

Period of loans to Federal credit unions during 1968

Percentage distribu-
Nulmat;‘esr of Angg;lgst of tion of number by
0 source
Loan per%lod in
months
Cumu- Cumu-
age pe;ggegt— age p eg%eélt- unions other
3 months and less....| 47.3 47.3 | 49.5 40.5| 20.2| 58.8| 12.0
28.0 75.3 25.7 75.2 72.5 1 18.9 8.6
2.5 71.8 1.9 77.1 67.7 { 14.6 17.7
14.8 92.6 12.9 90.0 | 88.4 4.2 7.4
1.3 93.9 1.0 91.0 82.4 9.8 7.8
6.1 100.0 9.0 100.0 67.9 18.6 19.5
100.0 §__—-.- b {o]0 T R FEUIUIPI PREVINS PRSP

or less. (In the period classifications discussed
above, demand loans were included with those for
periods in excess of 6 months.) Banks made 58
percent of the number and 77 percent of the
amount of all loans with maturities of 3 months
or less. More than half of all loans in this time
category were for rates in excess of 3 percent and
18 percent of them were secured, which is the

highest for the 6 categories.

Certain regional differences in the proportion
of borrowing Federal credit unions, sources of
loans, and rates of interest were disclosed by
the study. These differences are indicated by
the data shown in the following schedule.

Borrowings by Federal credit untons in selected States during 1953

Pereent- |Percentage distribution of loans by source| Percentage distribution of loans by rate of interest
age of N
Federal
State credit Other Sa\{ilngs L 6 and
unions : and loan ess an
that bor- erlqg;‘ts Banks | “gesocia- Other than 3 3-3.9 4-4.9 5-5.9 over
rowed unk tions
CaliforDif oo oo memcc e m 36.7 50.0 38.2 3.9 7.9 0.6 37.6 48.8 9.1 3.9
(6753 1831 013 Tox0 | AU L B 38.3 56.3 41.9 .6 1.2 20.4 68.8 6.6 3.0 1.2
Distriet of Columbia_ . coroeimem oo 37.2 57.7 28.9 6.2 7.2 25.8 33.0 35.0 3.1 3.1
AW - et ce e mm e 39.3 96.9 1.1 1.0 1.0 1.1 96.9 1.0 1.0 jocamme o
KATISAS e e e e mmmmmmmmmmm——mmmmo e 45.2 67.5 16.9 foceoaoaae 15.06 fooaoooee 25.3 63.9 8.4 2.4
B AT T=0: 0 s VRN PR TS SEEL R 40.6 75.4 21.7 1.1 1.8 4.0 64.5 27.2 1.8 2.5
NeW JeISeY - comomcemamvrmmmm o mmmmm s mm o smm 34.4 46. 4 38.1 3.6 11.9 8.2 59.8 18.6 7.2 6.2
NEW YOIk oo wemcemcccmmcammmmmmmmmmmmmmwm === 20.2 56.3 38.2 .3 5.2 5.2 66.7 16.4 8.3 3.4
(0] 137 TR 26.8 62.7 26.8 2.8 7.7 7.7 28.9 54.2 8.5 .7
PennsSy VaNia . oo oo Cemenmomemcamm e oon 32.1 56.6 30.2 4.1 9.1 1.7 20.9 56.9 7.1 7.4
NS T U T T 44.1 40.8 49.7 1.2 8.2 2.4 59.9 23.7 8.8 5.2
Washington . oo oo cmim oo e 36.9 54.5 40.3 [ 75220 [SUSS FU 5.2 76.6 13.0 5.2

Although reports on. borrowing were received
from Federal credit unions in all States, the num-
ber of loans was too small for some States to con-
stitute an adequate sample. The above schedule
includes all States that had 2 percent or more
of all loans made to Federal credit unions during
1953 as shown by the study. The range was from
12.5 percent for California to 2 percent for Wash-
ington. The selected States included 65 percent
of all operating Federal credit unions at the end of
1953 and accounted for 71 percent of all loans
included in the study. '

The percentage of Federal credit unions that
borrowed was highest for Kansas with 45.2 per-
cent, and lowest for Ohio with 26.8 percent.

Tederal credit unions in Texas obtained 40 per-

cent of their loans from other credit unions and 49
percent from banks. In Hawai, 96 percent of the
Toans were obtained from other credit unions and
only 1 percent from banks. In the District of
Columbia 6 percent of the loans were from savings
and loan associations, whereas none were obtained
from this source by Federal credit unions in
Kansas.

One-fourth of the loans obtained by Federal
credit unions in the District of Columbia were at
interest rates less than 3 percent. Loans at less
than 3 percent accounted for one-fifth of all the
loans obtained by those in Connecticut. There
were no loans at Tates below 3 percent reported mn
Kansas. Loans atrates between 3 and 3.9 percent
accounted for more than half of all loans reported



by Federal credit unions in Connecticut, Hawaii, = accounted for 13.2 percent of the total number and
Michigan, New Jersey, New York, and Texas—led 2.3 percent of the total amount of borrowings.
by Hawaii with 96 percent. More than half of the = More than 90 percent of the number of loans to
loans reported for Kansas, Ohio, and Pennsylvania  Federal credit unions with assets of less than
were at rates between 4 and 4.9 percent. Loans  $100,000 were unsecured. Those with assets of
at rates between 5 and 5.9 percent accounted for a ~ $1 million or more had the lowest percentage of
higher percentage of all loans in California than  unsecured loans with 58 percent.
in any other of the 12 States, but the percentage The largest Federal credit unions obtained more
_in this rate category was only slightly lower in  of their loans at interest rates of 3 percent or less,
Kansas, New York, Ohio, and Texas. Thehighest  which is further confirmation of an earlier observa-
percentage of loans at rates of 6 percent and over  tion that certain types of security apparently have
was reported for Pennsylvania with 7 percent and  an advantage in negotiations with lending insti-
the second highest for New Jersey with 6 percent.  tutions on interest rates. More than half of the
When the Federal credit unjons that reported  loans to Federal credit unions with assets of
on their borrowings during 1953 are gropped by $250,000 or more were at rates of 3 percent or less.
size of assets, a number of significant and interest-  Thoge with assets of less than $25,000 had a larger

ing facts are disclosed. The proportion of bor- . : : o
ro?zvers was lowest for those with assets of less than ~ °» oportion of loans with maturities in excess of 6

A hs than the average for the whole sample
$10,000, ranging from 2.9 percent for the group mont . g pie,
with less tha% $g.l,000 in assets to 17.5 percerglt for ~ While those with assets of $25,000 or moro had a
the group with assets between $5,000 and $9,999. smaller proportion. )

More than 40 percent of the reporting Federal The characteristics of the loans to Federal credit
credit unions with assets of $100,000 or more were  unions grouped by amount of assets at the end of
borrowers. Those with assets of less than $25,000 1953 are shown in the following schedules.

Federal credit union borrowings during 1958 grouped by amount of borrowers’ assets as of Dec. 31, 1953

o .
Percentage P%Tﬁg%’;%gﬁggg%gﬁ o Percentage of number | Percentage of number | Percentage of number
Size of assets of reporting
Federal credit unions
Borrowers fg@g?g Number | Amount | Unseeured| Seeured | 3% orless | Over 3% | © (I)?(igggs rgggihﬁs

Less than $1,000____________.___ 2.9 97.1 0.1 joo o 100.0 oo ___. 50.0 50,0 {oeeomeaaoaae 100.0
$1,000 to $2,499_. ... _____ 5.0 95.0 [ 2 100.0 |- conainnee 28.6 71.4 57.1 42.9
$2,500 to $4,999__ ... 12.8 87.2 .9 0.1 100.0 |oooceee 25.7 74.3 54,3 45.7
$5,000 to $9,999__ . ... _.. .. 17.5 82.5 2.6 .3 97.0 3.0 47.5 52.5 54.5 45. 5
$10,000 to $24,999_ . ... ... 28.3 71.7 9.4 1.9 04.8 5.2 44.5 55.5 65.8 34.2
$25,000 to $49,999_ . .. .._ 35.1 64.9 14.6 4.1 92.7 7.3 44.8 55.2 76.1 23.9
$50,000 to $99,999____.___._______ 37.5 62.5 20.1 8.6 91.7 8.3 40.7 59.3 76.9 23.1
$100,000 to $249,999_ . _____ . ... 42.0 58.0 241 17.9 86.4 13.6 46.1 53.9 76.1 23.9
$250,000 to $499,999_ ___ ... 47.5 52.5 14.4 19.5 88.9 11.1 54.7 45.3 75.3 24.7
$500,000 to $999,999_____________ 49.8 50.2 8.3 20.7 78.4 21.6 54.9 45.1 87.3 12.7
$1,000,000 or more.- ..o cna.o 42.2 57.8 5.3 26.9 58.0 42.0 72.0 28.0 75.4 24.6

Total/average _....c...... 33.8 66.2 100.0 100.0 87.8 12.2 47.9 52.1 75.2 24.8

Nearly half of the reporting Federal credit  borrowed more frequently than the smaller ones.
unions (49.7 percent) borrowed only once during  None with assets of less than $10,000 borrowed
1953. The loans to this group of credit unions,  more than five times during the year. The large
however, accounted for only 18.1 percent of the  unitsthat borrowed more frequently than the aver-
total amount borrowed. Those that borrowed  age also borrowed larger amounts. Approximately
from 2 to 5 times during the year accounted for 10 percent of the reporting Federal credit unions
44.2 percent of the number of borrowing Federal = with assets of $100,000 or more borrowed more
credit unions and 48.8 percent of the total borrow-  than five times during 1953, and these loans
ings. Only 6.1 percent of the Federal credit unions  accounted for 17.6 percent of the total number
included in the sample borrowed more than five  and 31.4 percent of the total amount of loans

times during the year; their loans, however, included in the sample.
amounted to 33 percent of the total amount The analysis of the borrowings by size of
borrowed. Federal credit unions and frequency is shown in

In general, the larger Federal credit unions the following schedule.



Distribution of Federal credit union borrowings during 1953 by frequency and amount, and by size of borrowers at the end of 1953

Frequency of borrowings during the year
Total
Size of assets of reporting Fed- 1 loan 2 to 5 loans 6 to 12 loans Over 12 loans
eral credit unions
Number of | Amount of | Number of | Amount of | Number of { Amount of | Number of | Amount of | Number of | Amount of
borrowers loans borrowers loans borrowers loans borrowers loans borrowers loans
Percent Percent Percent Percent Percent Percent
Less than $1,000- ... .__.____. 100.0 100.0 fococanaaan 100.0
$1,000 t0 $2,499_ . .._ 100.0 100.0 |oocoemeooe 100.0
$2,500 to $4,999. .. ... 89.7 82.1 10.3 100.0
$5,000 to0 $9,999._.._.. 75.7 65.5 24.3 100. 0
$10,000 to $24,999_____ 55.9 43.2 43.7 0.4 100.0
$25,000 to $49,999. . __ 54.6 34.7 41.7 3.7 100.0
$50,000 to $99,989. ... 47.4 26.3 47.4 4.0 100.0
$100,000 to $249,999._ 43.0 21.7 49.6 7.4 100.0
$250,000 to $499,999___ 44.5 19.7 45.5 8.6 1.4 .8 100.0
$500,000 to $999,999.___ 38.5 14.6 47.1 1.5 2.9 .2 100. 0
$1,000,000 or more...... 32.6 9.8 44.2 1.6 1.6 .8 100.0
Total/average - c..-.cooo-. 49.7 18.1 44.2 48.8 5.2 22.9 .9 10.2 100.0 100.0

When the reporting Federal credit unions are
grouped by year chartered and are compared with
the percentage distribution of all operating Federal
credit unions as of December 31, 1953, it appears
that the sample was well distributed by age groups.

Borrowing Federal credit unions chartered prior
to January 1, 1942, accounted for 52.4 percent of
the total number and 67.1 percent of the total
amount of loans included in the study. This is
explained by the fact that in general the older units
are the larger ones. HExcept for those chartered
during the war years, a larger percentage of the
older Federal credit unions pledged security for
their loans. It appears that size rather than age

is the reason for this variation. The older and
larger units borrowed more frequently and in
larger amounts, and these Federal credit unions
pledged their long-term investments in United
States bonds in order to obtain lower interest rates.
In general, it may be concluded that new units are
not being required to pledge security for their loans
to a greater extent than the well-established credit
unions. The numbers of Federal credit unions
that were chartered during the war years and were
in operation at the end of 1953 are too small to
constitute a significant sample.

The distribution of the sample used in this study
by age groups is shown in the following schedule.

Federal credit unions that borrowed during 1953 grouped by year chartered

Percentage | Percentage . y
distr]ilb%tié)n disftributiton Percentage Percenfgg,rclsof total Percentage of number
of all Fed- | of report-
Year chartered eral credit | ing Fed-
unions on | eral eredit .
D %5? 1, unétl)niq]%ec. B ogsow- b oﬁgxrwll'crs Number Amount | Unsecured | Secured
, 16
9.3 10.1 39.9 60. 1 13.5 25.1 77.0 23.0
9.0 9.5 31.2 68.8 10.3 11.9 83.7 16.3
5.9 6.1 36.0 64.0 6.9 10.9 84.2 15.8
4.9 5.2 26.0 74.0 3.9 3.1 88.7 11.3
5.1 5.4 33.1 66. 9 6.1 5.7 84.3 15.7
6.0 6.5 33.8 66. 2 6.8 6.2 90.9 9.1
4.7 4.8 35.4 64.6 4.9 4.2 86.2 13.8
1.5 1.5 35.9 64.1 1.5 .9 86.2 13.8
.7 .8 26.8 73.2 .5 .2 95.2 4.8
.6 .6 38.7 61.3 7 .9 58.6 41. 4
1.0 .9 39.6 60. 4 1.1 7 63.6 36.4
1.7 1.6 32.5 67.5 1.6 1.3 93.3 6.7
2.6 2.7 36.2 63.8 3.2 5.8 82.3 17.7
4.3 4.6 38.1 61.9 4.9 4.1 93.2 6.8
6.8 6.5 39.9 60.1 7.6 4.7 65.9 4.1
7.5 7.4 30.1 60.9 8.1 4.5 95. 2 4.8
7.5 6.8 39.0 61.0 7.9 4.0 94.4 5.6
10.0 9.5 33.3 66. 7 7.4 4.9 93.1 6.9
10.6 9.5 17.8 82.2 3.1 .9 98.3 1.7
100.0 '100.0 33.8 66. 2 100.0 100.0 87.8 12.2

Accounis payable and other liabilities.—
This category consists of such items as United
States savings bonds remittances payable, em-
ployees’ income-tax deductions, and deductions
from employees’ salary for old-age and survivors
surance premiums. It amounted to $2.2 million

and accounted for 0.3 percent of total liabilities
at the end of 1953.
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Shares.—The term ‘‘shares’ designates mem-
bers’ savings in their Federal credit union.
A “share” is a unit of $5. This unit is used in
the computation of dividends but has little
sighificance in the day-to-day operation of the
credit union. Total shares increased $170.1
million