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PUT NEW LIF 
INTO UNPRODUCTIVE 

PROPERTIES WITH 

PITTCO 
STORE FRONTS 

F your real estate or trust department is 

faced with the problem of handling pro- 

perties which are old-fashioned, unproductive, 

hard to rent or sell... we suggest that you 
investigate the advantageous possibilities of 
remodeling with Pittco Store Fronts. These 

modern, revenue-renewing fronts have proved 
their value conclusively to banks throughout 

the country which have used them in 

“Modernizing Main Street’. 
They transform a property which has been to- 

tally or partially unproductive into one which 

not only pays its own way, but usually produces 

unexpectedly high and consistent revenue. They 

make “white elephant” buildings once more easy 

to rent or sell. 
We invite you to write for our booklet on Pittco 

Store Fronts. You will find a perusal of it very 

much worth while ... for it contains complete 
information, many pictures of Pittco-remodeled 
properties of all types, approximate costs of such 
remodeling, and many instances of how modern- 
ization has affected the revenue-producing power 

of the properties pictured. Merely sign and mail 
the coupon below for your free copy of this valu- 

able booklet. We'll send it to you by return mail. 
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AFTER: 
It was decided 

to remodel this 
property with a 
new Pittco Store 
Front, dividing 
the space up into 
Seven individual 
stores. Hereis how 
the property looks 
today... modern, 
easily rented, 
bringing in satis- 
factory revenue 
to the owners and 
attracting profit- 
able business for 
the tenants. 

A close-up of one 
of the store en- 
trances, elegant, 
dignified and 
sales-drawing, 
thanks to itsPitt- 
co Store Front. 

BEFORE: 
For several years 

before remodel- 
ing, this store 
space on a busy, 
downtown corner 
in St. Louis, Mo., 
lay vacant an 
unproductive. 
Attempts to rent 
it were unsuccess- 
ful. 

Pittsburgh Plate Glass Company, 
2283A Grant Building, Pittsburgh, Pa. 

2 Structural 

Glass 
Carrat 

Pittco Store F
ront 

Metal 

Pittsburgh Mirrors 

PITTCO 
TORE FRONTS 

PRODUCTS. OF 

PIEES BURGH 
PLATE GLASS COMPANY 

Pittsburgh Paint 
P, toducts 

Polished Plate 
lass 

Tap estry Glass 

Please send me, without obligation, your new book 

entitled “How Modern Store Fronts Work Profit 

Magic”: 

Name 
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City 
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PAGE ONE 
Regulations 

the appearance of a new batch of 

rules for bankers to ponder over. 
The Federal Reserve Board must soon 

issue regulations: 
To govern four months’ advances by 

the Federal Reserve banks on other 

than eligible paper. 
To govern open market operations. 
To fix reserve requirements of mem- 

ber banks in the Reserve System. 

To allow security company officers to 

serve as officers of banks. 

To govern the refunding of money 
due a bank on leaving the Reserve 

System. 
To define various classes of deposits 

for reserve and interest payment pur- 
poses. 
To fix the limit of interest to be paid 

on various classes of time deposits. 
To permit bank officers to serve in 

such capacity in more than one bank. 
To regulate capital re- 

quirements for the admission 
of small state banks to the 
Reserve System. 
To regulate the granting of 

voting permits to security 
affiliates. 
To govern member bank 

amortized loans on real estate. 
The Federal Deposit In- 

surance Corporation must is- 
sue regulations: 
To determine the daily to- 

ta} of uncollected items to be 
counted as deposits. 
To prescribe the manner of 

reporting and depositing trust 
funds. 
To prohibit the payment 

of interest on demand de- 
posits and limit interest on 
time and savings deposits. 
To define demand, time 

and savings deposits for re- 
serve and interest payment 
purposes. 

Regulations must cover the 
same subjects in a number of 
cases, but it may be depended 
upon that the two authorities 
will not conflict. 

* 

Constructive 
Credit 

[ites Autumn days will witness 

Many of the agencies es- 
tablished by the Government 
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as emergency organizations must con- 
tinue to function until bankers take over 
the facilities these agencies now offer, 
wherever this can be done soundly, said 
Robert V. Fleming, First Vice-Presi- 
dent of the American Bankers Associa- 
tion, in an address to the Financial 
Advertisers Association convention at 
Atlantic City. 
“We often hear complaints against 

the Government participating in busi- 
ness; let us, therefore, make it possible 

for the Government to get out of busi- 
ness,” Mr. Fleming said. “I do not ad- 
vocate the making of unsound loans, or 
engaging in any practice contrary to 
sound banking principles, but I do be- 
lieve that with the broadened facilities 
now available through the Federal Re- 
serve System, and the fact that public 
confidence in the safety of banks has 
been restored, there is no longer any 
need for banks maintaining a high per- 
centage of liquidity, and bankers can 
adopt a broader, long-range viewpoint 

OLD FASHIONED MODERNISM 

Long before the late N.R.A., the automotive industry in 
general had put into operation standards of working 
conditions and wages that surpassed even the Recovery 
Administration’s requirements. Henry Ford is a notable 
example of this progressive attitude. It has recently been 
pointed out in connection with wealth sharing agita- 
tion that the Ford company, for 32 years up to last June, 
had received from the public $12,500,000,000 and had 
paid out in wages, materials, taxes and plant the sum of 

$12,395,000,000 

in dealing with their customers. . . . 
It is my belief that the people prefer to 
deal with private institutions, carefully 
supervised by national or state authori- 
ties, rather than directly with govern- 
mental agencies which cannot function 
as elastically as the private organiza- 
tions. Therefore, I believe bankers 
should explore the possibility of han- 
dling these credits at a reasonable rate 
of interest to the public, thereby helping 
the Government to reduce its expenses 
and, in turn, augment their own earn- 
ings.” 

* 

Socialization of Banking 

R. S. Hecht, President of the Ameri- 
can Bankers Association, recently ex- 
pressed concern “over the prospect that 
the supposedly temporary activities of 
the Federal Government in practically 
every phase of the banking business 
threaten to become permanent.” Ad- 
dressing the 22nd Annual National 

Business Conference at Bab- 
son Park, Massachusetts, 
Mr. Hecht said: 

“There are more than a 
dozen Government lending 
agencies which have assets of 
about 10 billions of dollars. 
Many were necessary to bring 
about safe adjustment of the 
nation’s financial and bank- 
ing structure, shattered by 
the forces of the depression. 
Still, we seriously question 
whether it is desirable that so 
large a part of our credit 
activities should remain per- 
manently under the contro! 
of these government agencies 
instead of being gradually 
taken over by the private in- 
strumentalities which, under 
the changed conditions, should 
now be able to carry on their 
proper part in the nation’s 
economic life. _ 
“When President Roose- 

velt a year ago addressed the 
convention of the American 
Bankers Association in Wash- 
ington he made it quite clear 
that he favored curtailmeat 
of activities on the part of 
some of these Government fi- 
nancial agencies as rapidly as 
private banking would dem- 
onstrate its willingness and 
(CONTINUED ON PacE 5) 



BEFORE THIS CONTRACT MATURES 

CTION B 
OFFICE 

A 

HOME 

ESTABLISHED 1894 

MINNEAPOLIS , MINNESOTA 

INVESTORS 
| | LIVING PRO 

CONTRACT WITH ANNUITY 
PRIVILEGES 

INVESTMENT 

ITS LOAN VALUE 
PREVENTS MANY DISASTERS 

AT THE END of 18 months, or 
thereafter,when the regular payments 

on an Investors Syndicate Contract 

have created a “cash value,” the 

Contract holder may negotiate a loan 

with the Company. 

During depression years, hundreds 

of thousands of dollars were thus 

loaned by Investors Syndicate to Con- 

tract holders who had no other re- 

sources, or whose other investments 

were not sufficiently “liquid” to yield 

immediate revenue. 

There is the least possible “red 

INVESTORS 

tape” in the handling of loan appli- 

cations. Promptness is the order all 

along the line—the same promptness 

which has delivered every maturity 

check on the day it was due since 

the Company was founded in 1894. 

This is not a mere ideal—Zit is an 

established principle of procedure. And the 

good will of many thousands of people 

who have been benefited is no small 

contributor to the consistent growth 

of new Contract holders who find in 

Living Protection a very satisfying 

answer to their future financial needs. 

SYNDICATE 
—rn Founded 1894“ 

LIVING PROTECTION 

Offices in 53 Principal Cities... Representatives Throughout United States and Canada 

BANKING 
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UNEMPLOYMENT PROBLEM 

“The increase in the quantity of use- 

ful labor actually employed within 

any society must depend altogether 
upon the increase of the capital 
which employs it; and the increase 

of that capital again must be exactly 
equal to the amount of the savings 
from the revenue, either of the par- 
ticular persons who manage and di- 
rect the employment of that capital, 
or of some other persons who lend it 

to them.” 
—Adam Smith’s Wealth of Nations 

Bank management topics in this 

issue: Identification of New De- 

positors; Building and Modern- 

ization Activity; Banking-by- 

Mail; Clearinghouse Coincidence; 

Records of Foreclosed Property; 

A Centralized Stenographic Unit; 

Reconciling Correspondent  Ac- 

counts; It Might Have Been Pre- 

vented; Bank Forms; Personal 

Loans; The Mechanization of 

Trust Work; Director Audits; 

Mutual Savings Deposits. 
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and no two alik 
OODY’S Supervisory Service works on the principle 

that your bank is different. 

You have a bond-investment problem that’s distinctly 

your own. Your needs for income, diversification, licuid- 

ity . . . the size of your bank, its location, type of depositors, 

seasonal needs for cash .. . these and many other factors 

make the management of your bond account a job that 

just can’t be done properly by a ready-made service de- 

signed to fit all America’s banks. 

Moody’s Supervisory Service offers you a personal counsel- 

lor, who acquaints himself with your needs as thoroughly 

as if he were a member of your staff. . . yet who has at his 

command the facilities of Moody’s investment specialists 

to keep you constantly informed on the state of the bond 

market. 

It’s a custom-made service—yet one that your bank can 

afford and really needs to produce profit with safety from 

today’s complex investment picture. 

Moopy’s INVESTORS SERVICE 
JOHN MOODY, President 

65 BROADWAY NEW YORK CITY 

BANKING 



(CONTINUED FROM PAGE 1) 

ability to resume its normal functions. 

We believe the President was quite sin- 

cere in this statement, but it behooves 

us to bear in mind that there are in the 

President’s entourage as well as in 

Congress many who do not share this 

point of view, and who not only believe 

that the operation of these Government 

agencies should be made permanent but 

should be considerably expanded, while 

some even go so far as to argue openly 

in favor of the socialization of our whole 

banking and credit system. 

“Against this ultra-modern philoso- 
phy of complete Government control of 

credit the bankers will necessarily put 

up strong resistance because it strikes 
at the very foundation of their busi- 

ness.” 

Housing 

The Government has moved to co- 
ordinate the activities of all of its 
agencies concerned with housing. These 

agencies include the Housing Admin- 
istration with its insurance or guaranty 
of mortgage loans; the P.W.A. in its low 
cost housing financing; the Emergency 
Relief Administration in its rehabilita- 
tion program; the Home Owners’ Loan 
Corporation with its loans on homes; 
the Federal Savings and Loan Associa- 
tins with other loans on homes. 
Even the Farm Credit Administra- 
tion has been mentioned in this connec- 
tion. Coordination might or might not 
work. Consolidation is a better idea. 

Bank Stocks 

The fact that a number of great | 

metropolitan banks have reduced their | 
dividend rates this year naturally has | 
affected the prices of their shares, since | 
the prima facie test of the worth of a 
bank stock from a stockholder’s stand- | 
point is the dividends it represents. It 
is rather clear, however, that this | 
superficial test is not altogether sound. 
A bank stock may be intrinsically 
worth more through the conservation | 
of a bank’s assets than in the imme- | 

diate return represented by dividends. | 

Drawing down dividends which have 
not been earned may be permissible for | 
a time, but in the long run values and 
ultimate profits can be conserved only 
by limiting dividends to what has been | 
earned over and above proper main- 
tenance of reserves and surplus funds. 

* 

Automobile Losses 

Two and a half billion dollars is the 
estimated total annual monetary cost 
of automobile accidents in the United 
States at the present time. The cost in 
lives blighted or ended is immensely 
greater. These facts present a challenge 
to the American people which can be 
answered more by their self-control and 
good sense than by any schemes of | 
traffic control or road improvements. 

* 

Potatoes 

Given the soundness of crop control 
of any sort, the proposed control of the | 

ADVERTISING POLICY 

Charles R. Gay, president of the New York Stock Exchange, urged 
before the Financial Advertisers Association a policy of public educa- 
tion characterized by the ‘“‘utmost candor.’’ He said, “‘There is no 
magic that I know of that can either successfully or honestly be in- 
voked as a substitute for a policy of public education.” In the photo- 
graph below, Mr. Gay (center) is talking with members of the S.E.C. 
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WIDE WORLD 
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e SPECIALISTS IN e 

UNITED STATES 

GOVERNMENT 

SECURITIES 

C.J.DEVINEs Co. 
INCORPORATED 

48 WALL STREET, NEW YORK 

HAnover 2-2727 

CHICAGO - BOSTON ~- PHILADELPHIA 

ST. LOUIS SAN FRANCISCO 

Direct Wires to all Offices 
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Bankers are Buying 

FEDERAL INTERMEDIATE 
CREDIT BANK 

Collateral Trust Debentures 

Because these debentures are 
exceedingly liquid, issued 
in short term maturities, 
from 3 to 12 months. 

The capital of the issuing 
banks was paid in by the 
United States Government. 

Exempt from all taxes— 
Federal, State and Munic- 
ipal, yield a slightly higher 
return than short term 
Government securities. 

Eligible up to 6 months’ 
maturity for purchase by 
the Federal Reserve banks, 
and as collateral for 15 day 
loans to member banks, 
and for investment by 
Savings Banks in the State 
of New York. 
Under an Act of Congress 
all twelve Federal Inter- 
mediate Credit Banks are 
liable for each other’s de- 
bentures. 

ey Further information end circulers can 
be obtained through your dealer or 
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CHaries R. DUNN, Fiscal Agent 
For the Federal Intermediate Credit Banks 

31 Nassau Street New York City 



The old-style check binder worked 
pretty well until about half the checks 
were used. From then on, writing a 
stub was 4 nuisance. 

The two-ring binder was a decided 
improvement. It gives a flat opening. 
However, checks frequently tear out 
at one ring when being detached from 
the stub. 

Another improvement came with the 
development of the Octa-ring binder. 
Eight strong rings inserted in round 
holes hold the checks securely. 

Experience has proved that drilled 
round holes, such as we employ, give 
maximum strength and are superior to 

other types of punching. 

AND NOW— 

De Luxe Octa-Ring Refillable Binder 

Pads of checks bound with eight rings 
slide in and out of a new improved 
Keratol cover, built for long life and 
rich in appearance. One cover is suf- 
ficient for many refills —A Money 
Saving Feature worth your careful 
consideration. 

A convenient folder for filing check 
stubs is provided with each filler of 
checks, with space for recording check 
numbers and dates. 

L\ y | 
Vee 

ITS THE LAST WORD IN 
A CHECK BINDER 

De Luxe Standardized 
Business Checks may now 

be obtained in this Binding 
without additional cost. 

DE LUXE CHECK PRINTERS, Inc. 
CHICAGO — NEW YORK — ST. PAUL — KANSAS CITY — CLEVELAND 

potato crop is logical enough, but its ef. 
fects are to demonstrate that Crop con- 
trol is hardly a sound proposition in the 
first place. The humble tuber may not 
have much dignity or majesty, but as 
one principal element in the food of the 
American people it may be found to 
have abundant power, political and 
economic. 

* 

Stabilization 

The international movement for the 
stabilization of currencies is again said 

to be growing, but inasmuch as this has 
been a monthly report for the past two 
years or more the rate of growth is cop- 
siderably less than impressive. The fact 
of the matter seems to be that, while the 
need of stabilization is greater than 
ever, the internal condition of most 

countries which delay stabilization js 
worse than ever. Until there is internal 
stabilization there can be no external 
adjustment of currencies, prices and all 
that goes with the term “stabiliza- 
tion.” 

Working 

The exchange equalization fund in 
Great Britain and the stabilization fund 
in the United States work in mysterious 
ways, but there is abundant evidence 
that they are at work and, one may 
be permitted to think, working to- 
gether. 

* 

Excess Reserves 

Excess reserves have become an old 
story, but the higher they mount the 
more difficult becomes the problem of 
controlling them through the Federal 
Reserve or otherwise. The sale of Gov- 
ernment securities by the Reserve banks 
as a means of taking up some of these 
unused funds is unthinkable in view of 
the Government’s borrowing program 
and the effect of such a policy on the 
country’s banks in lost Government 

bond values. 
On the other hand the raising of 

member bank reserve requirements by 
the Reserve Board under its new power 

involves inequalities as between mem- 
ber and non-member banks which 
threaten trouble. In other words, there 
is nothing to indicate that either the 

open market committee powers or the 

control of reserves will be invoked to 

interfere with the credit situation unless 
and until there are runaway credit 

conditions which threaten trouble. 

Easy money is likely to be with us 

indefinitely. 

BANKING 
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INTERNATIONAL 

Sir Samuel Hoare, British Foreign Secretary (at right; Anthony Eden 
at left), said at Geneva that Great Britain stood behind the League 
covenant “‘in its entirety and particularly for steady, collective resist- 
ance to all acts of unprovoked aggression.’’ Meanwhile the British gar- 

risons at Malta and other points were being strengthened 

Underwriting 

The manner in which the banks have 
accepted the decision of Congress not 
to permit even limited underwriting of 
security issues by them seems to indi- 
cate that they really were not anxious 
for the permission. As a matter of fact, 
the vast majority of banks in point of 
numbers and the greater part in point of 
resources have never used such powers 
and have no other interest in the matter 
than to keep the banking business sound 
and in a wholesome condition. 

* 

Russian Gold 

Russia’s production of new gold this 
year is expected to reach a value of 
$00,000,000 and the Russian Govern- 
ment’s gold stock may reach $1,500,- 
000,000. This is just so much more rea- 
son for the gradual change of the Soviets 
from a communistic to a capitalistic 
state. 

Agreement 

The American people are agreed as to 
one thing in regard to Senator Huey 
Long and his spectacular career. An 
assassin’s bullet is no way to settle 
political controversies. 

* 

Foreign Funds 

_ Funds from abroad continue to flow 
into the United States, mostly for de- 
Posit or short term loan account. The 
Increase in bank deposits by foreigners 
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in the country during the first half of the 
current year is estimated at around 
$600,000,000. The increase in excess 
reserves of member banks in the period 
was about the same. Available credit in 
the United States at the present time is 
governed more by foreign gold than by 
the Federal Reserve Board or any other 
Governmental authority. 

* 

Racing 

When the silver purchase policy of 
the Government was inaugurated it was 
estimated that the Federal Treasury 
would have to acquire about 1,300,000,- 
000 ounces of silver to establish the 
mandatory 75-25 ratio of metal back of 
the currency. Since that time the Treas- 
ury has acquired approximately 600,- 
000,000 ounces of silver, but because of 
the increase in the gold stock it has yet 
to acquire about 1,200,000,000 ounces 
of the white metal. Quite likely this 
race between the gold and silver stocks 
will prove one of the most exciting in 
history—and the most expensive. 

* 

Railways 

It is somewhat uncertain how much 
the new railway reorganization act will 
speed up railway rehabilitation, but 
bankers and railway men are generally 
agreed that it will prevent the stalling 
on the part of groups of equity holders 
which has delayed reorganization of so 
many of the roads in difficulty. Rail- 
way security holders are to be allowed 
time in (CONTINUED ON PAGE 10) 

Don’t Leave It 

to Chance 

Moa: things in 
life are dependent on the 
whims of chance. But there 
is one thing which need not 
and should not be left thus 
insecure. That is the future 
well-being and support of 
those who are dependent on 
you. 

Life insurance is the only 
way of taking the element of 
chance out of your family’s 
economic future. Let us send 
you our booklet which tells 
how. 

LIFE INSURANCE COMPANY 
OF BOSTON, MassaAcHUSETTS 

JOHN HANCOCK INQUIRY BUREAU 
197 Clarendon Street, Boston, Mass. 

Send me your booklet showing how life 
insurance takes the uncertainty out of the 
future. 

The age and reputation of an 
Insurance Company coupled 

with the character of its man- 

agement are factors, which those | 
entrusted with the property 

interest of others, take into 

consideration when insurance 

protection is selected with 

discrimination. 

UNITED STATES FIRE 
INSURANCE COMPANY 

Organized 1824 

THE NORTH RIVER 
INSURANCE COMPANY 

Organized 1822 

WESTCHESTER FIRE 
INSURANCE COMPANY 

Organized 1837 
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_.. but never 
HAVE | BEEN OFFERED SUCH 

AN OUTSTANDING “BUY” AS before 

OORS 
NEW SzecZy REPORTS 

This man’s experience is typical of all who 

have subscribed to Poor’s New Daily Re- 

ports. It indicates the truly remarkable 

value which they represent —in terms of 

completeness, special features, depend- 

able accuracy and timeliness. 

The specific information presented daily 

by these reports include: News Items, 

Called Bond Notices, Interim Financial 

Reports, Analytical Data, Bond Offerings, 

Stock Offerings, Defaults, Annual Financial 

Statements, Dividend News Items, Reor- 

ganization, Recapitalization, Subscription 

Rights, Warrants, Personal Items, Transfer 

Agents, Stock Registrars, New and Revised 

Ratings, Sinking Fund Notices, Litigation, 

1860 
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75th Anniversary 

Exchange Offers, Assessments, Operating 

Data, Carloadings, New Products, Sales 

Figures, Receiverships and Protective 

Committees. 

With Poor's Complete Manual —universally 

recognized for 75 years as the standard 

and authoritative financial reference 

source —at no extra cost, Poor’s Daily 

Reports provide all the investment facts 

required by Banks, Investment Firms, Insur- 

ance Companies, and other similar 

organizations. 

Regardless of the financial information 

you need to aid you in reaching correct 

decisions, you are sure to find it in Poor's 

Publications — and at LESS COST. 

1935 
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OLD HAND-PRESS 

because it has increased our Dictators’ 

business capacity 50%! 
(From Edison Records of the World's Business) 

Crediting Voice Writing with a 50% 
increase in the business capacity of 

his dictators, the President of this 
large printing establishment states:— 

“If the Ediphone drew the same salary 
that! draw, the company would still be 
ahead of the game!” 

A Pro-technic Ediphone stands next 
to each dictator's desk— which means 
that no one wastes a second when 
there’s work to be 
done. Each man 
simply turns to his 
Ediphone “24-hour 
secretary,” and talks 
...as slowly or as 
quickly as desired. 
Whenever a letter has 
been read or a tele- 

Oa 
Ediphone 

phone call completed, the answer or 
confirmation is dispatched instantly. At 

the same time, if samples, price lists, etc. 

are needed, memos are dictated to men 

possessing the required information. 
All information about special jobs is 

voicewritten. Thus, everyone gets writ- 
ten instructions and copies are filed—a 

system which gains $8,000 per year! 
This modern dictation instrument 

probably will increase your firm's 
business capacity 
50% too! For con- 
vincing proof, Tele- 
phone The Ediphone, 
Your City; or write to— 

° 

won. 
INCORPORATED 

ORANGE, N.J. U.S.A. 

THE “5-POINT” DICTATING MACHINE 
Dust-Proof + Dignified Design « Sanitary « Tailored in Steel + “Balanced” Voice Writing 

10 

KEYSTONE 

F.H.A. 

Stewart McDonald has succeeded James 
Moffett as Federal Housing 

Administrator 

(CONTINUED FROM PAGE 7) 
which to complete plans for reorganiza- 
tion of the roads. If they fail to come to 
an agreement within such a period the 
Interstate Commerce Commission will 
draft a plan of reorganization that will 
be submitted to the courts for approval. 

It has long been evident that the 
reorganization of most of the railways 
in difficulty will entail paper losses for 
security holders, and if reorganization 
is forced through at a time, and on the 
basis of, sub-normal railway earnings 
their losses will be real. It is unlikely 
that the I.C.C. or the courts will coun- 
tenance reorganizations so drastic as to 
fail to allow for the influence of normal 
earning possibilities upon the interests 
involved, but it is also unlikely that 
they will permit mere possibilities of 
future earnings to interfere with a set- 
tlement on the basis of realities. The 
sooner actual conditions in the railways 
of the country are faced, the sooner will 
banks and other investors be able to 
know and use the real value of their 
railway securities. 

Reserves 

The net result of changes in the 
member bank reserve requirements 
under the Banking Act of 1935 is an 
estimated increase in reserves required 
of the large metropolitan banks and 4 
decrease in the reserves required of 
country banks. The rule that banks 
shall maintain the same reserves for 
Government deposits as for any other 
demand deposits will result, according 

to estimates, in an increase in reserves 
of approximately $75,000,000. On the 
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other hand, permission for banks to 

deduct from their gross deposits, in 

computing reserve requirements, de- 
mand deposits due from other banks 
and cash items in process of collection 

means a reduction in their reserve re- 

quirements of approximately $100,000,- | 

000. The result is a net increase in 

excess reserves of about $25,000,000. 

With excess reserves above $2,700,000,- 

000 this means little, but in the case of 
some individual banks it may mean 
much. 

* 

Canadian Credit 

Two reasons account for the fact that 
the government of Canada has been 

able to borrow $20,000,000 in this coun- 
try for four months at the rate of 34 of 
1 per cent. One is an abundance of 
money seeking investment and the 
other is the high credit standing of the 
Dominion Government. Under present 
conditions high credit rating is about all 
that is necessary to secure loans on al- 
most any terms. 

The last seven recovery agencies of 
the Government have been put under | —_. 
the control of the Director of the Budget | , ae ' 
as a matter of economy and as an indi- | A tee 
cation that the peak of the depression | hy 
emergency has passed. At first view the | TONE ZN oa) 6 
step might be taken as an indication of 

Recovery | = a | 

‘ 

the permanence of these agencies. | 
Doubtless the step in any event is to be 
approved, but pending developments it 
is likely to be regarded with benevolent 

a @ With a harbor unsurpassed for depth, safety and year-round 
vailabil; ‘ ‘ ‘ a satint se ates availability, Milwaukee is the busiest port on Lake Mic igan 

Joseph Warren Madden of Pittsburgh | In total value of shipments, too, this city holds front rank. . . 
has been chosen by President Roosevelt 
to head the new National Labor Rela- and second on the Great Lakes. 

tions Board ’ ; i 
In financing the shipment as well as the manufacture of Mil- 

waukee industrial products, the First Wisconsin National 

Bank plays a vital part in the economic life and growth of 

this important port of call. And more than 80 per cent of 

all the banks in Wisconsin 

have chosen ¢his bank as FIRST 

their bank in Milwaukee. ay ty AY 

a NATIONAL 
owe vw Y BANK 

of Milwaukee 
HARRIS & EWING 
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Investments 

U. S. Government Securities 

Home Owners’ Loan Corporation Bonds 

Federal Farm Mortgage Corporation Bonds 

Federal Intermediate Credit Bank Debentures 

Federal Land Bank Bonds 

Municipal Bonds and Notes 

Bank and Bankers’ Acceptances 

Railroad Bonds 

Equipment Trust Certificates 

Public Utility and Industrial Bonds 

Canadian Government, Provincial 

and Municipal Bonds 

Foreign Government Securities 

DiscouNT HOUSE 
OF 

SALOMON BROS. & HUTZLER 
MEMBERS OF THE NEW YORK STOCK EXCHANGE 

SrxTy WALL STREET 
NEw YORK 

Boston Philadelphia Chicago Cleveland Minneapolis 

Munici pal 

STATE and TERRITORIAL 

CITY of NEW YORK 

FEDERAL LAND BANK 

JOINT STOCK LAND BANK 

BONDS 

Trading Markets Maintained 

Complete Statistical Service 

Gertler & Company, Inc. 
40 Wall Street, New York, N. Y. 

Philadelphia - Boston - Chicago - St. Louis 

Buffalo - Cincinnati - Pittsburgh - Kansas City 

Own private wire system 

BANKING 
INSTITUTIONS 

To facilitate the proper han- 

dling of large investment ac- 

counts we offer these specialized 
services: 

— Analysis and supervision of invest- 

ment portfolios. 

— Negotiation of the purchase and sale 

of large blocks of securities. 

— Execution of orders on the exchanges 

and in the over-the-counter market. 

Dick & Merle-Smith 
Members New York Stock Exchange 

30 Pine Street 30 State Street 
New York Boston 

Continuing the security business of 
ROOSEVELT & SON founded 1797 

INVESTMENT 
ADVISORY SERVICE 

Analytical 

Informatory 

Advisory 

Adapted to the individual problems 

of banks and insurance companies. 

INFORMATION ON REQUEST 

FRANCIS I. pu PONT & CO. 
Members New York Stock Exchange 

One Wall Street 

New York 

Philadelphia Wilmington 
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A Bank’s Public Appearance 
By WILLIAM DORSEY KENNEDY 

Account Executive, J. Walter Thompson Advertising 
Corporation; former Assistant Dean, Graduate School 
of Business 

E other evening I heard an advertising 
executive “telling off” bank advertising. 
It was dull, stupid, over-conservative. It 

lacked selling punch. It was a disgrace to the 
American standards of the advertising craft, 
which showed to its best advantage in com- 
mercial advertising—the promotion of such 
products as foods, cigarettes and automobiles. 

Five years ago, when I was a copy-and- 
contact man working on commercial accounts, 
I should have shouted “‘ Amen!” to such a dia- 
tribe. A year later, when I was undergoing my 
initiation as a specialist in bank advertising, I 
might have hung my head in shame. But now 
I am a little more inclined to come up on 
my toes and exchange a few punches on such occasions. 

Let me admit first of all that there is plenty of weak, super- 
ficial bank advertising—just as there is plenty of bad com- 
mercial advertising. But it is probably safe to say that com- 
mercial advertising sometimes sinks to depths which bank 
advertising has never plumbed. 

There is a vital and fundamental difference between the 
two types—a distinction which the commercial advertiser 
often fails to realize. The clearest and most satisfactory way 
of drawing the distinction involves the use of some simple 

percentages and their graphic presentation. 
In all kinds of advertising it is sometimes helpful to define 

as accurately as possible the objectives of a proposed cam- 

palgn—its target—in terms of the groups of readers whom it 
ls intended to reach. In the case of a certain product in the 
automotive field, it was agreed that six classes of readers 
should be considered in planning a campaign: Prospects, 

Employees, Dealers, Present Customers, Stockholders, Com- 
petitors. Naturally, however, some of these groups were far 
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Administration, Harvard University 

more important than others; therefore, the 

list was “weighted” with percentages, with 
the following results: 

Prospective Customers 75 per cent 
Employees (chiefly sales force) 10 per cent 

10 per cent 
Present Customers 3 per cent 
Stockholders 1 per cent 
Competitors 1 per cent 
Presented graphically, these figures make 

a target that looks something like the one at 
the top of page 14. 

In other words, the advertising should be 
aimed almost entirely at the prospective cus- 
tomer. A poor second and third in importance 

were the trade and the sales force of the advertiser. In this 
case, they were recognized merely by a sales portfolio and a 
dealer broadside describing the campaign. Present custom- 
ers, competitors and stockholders were, for all practical 

purposes, disregarded. 
When this particular target was worked out, the method 

met with some ridicule. “It may be absolutely correct,” said 
the critics, “but what of it? Every experienced advertising 
man already knows what the typical target looks like, and it 
is practically the same for every product. At least, the pos- 
sible error in making up any one target is as large as the 
variation between two targets would be.” 

This is a glib criticism and its plausibility helps to explain 
why many superficial commercial advertising men go astray 
when they try to create bank advertising. For my own in- 
terest, I recently worked out, very crudely, a target—similar 
to the other one—for a certain bank in a midwestern city 
which I know something about. It is above the national 
average in size, and there are other special features about it 
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PROSPECTIVE 

CUSTOMERS 

which would prevent its being considered typical. However, 
bank executives may judge for themselves if their own ad- 
vertising objective is not more similar to this than to the ob- 
jective of the automotive product mentioned before. 

Here is the weighted list: 
Prospective Customers 
Present Customers............. 
Employees 

25 per cent 
........29 per cent 

20 per cent 
Competitors 20 per cent 
Stockholders 10 per cent 
And at the top of page 15 are the figures, presented graph- 

ically, in the form of a target. 
The man who has always planned his advertisements 

almost wholly around the prospective customer finds it 
difficult to adjust his thinking to this new emphasis of the 
various groups which must be considered in planning a bank 
campaign. A very brief discussion should be enough to sug- 
gest some of the reasons for the difference. 

When a commercial advertising man plans a bank cam- 
paign his first thought is to give examples of unusual service 
rendered to present customers. ‘Just tell the public how 
your bank helped that American exporter get the big order 
from Rio. That will bring in your prospects in droves.” 

But if a bank accepts the advice and describes the Rio 
matter in its next advertisement the results will not be up to 
specifications. Such advertising is quite as likely to rub old 
customers the wrong way as to bring in new accounts. These 
old customers are quite likely to demand why they were not 
informed of that sales opportunity in Rio. Why the favorit- 
ism? By the law of averages, probably half of these old 
customers are also stockholders in the bank, and may make 
the added complaint that the advertisement had too much 
white space. What about that dividend cut at the last direc- 
tors’ meeting? Was it to save the stockholders’ money only 
to squander it for this lavishness? 

The commercial advertiser is not much worried about 
offending his competitors. Occasionally he may give a brief 
thought to the possibility that the Federal Trade Commis- 
sion may penalize him for unnecessary roughness, and that is 
all. But it is different with the banker. 
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Prospective Customers—75% 

“IN all kinds of advertising it is sometimes 
helpful to define as accurately as possible the 
objectives of a proposed campaign— its target— 
in terms of the groups of readers whom it is in- 
tended to reach. In the case of a certain product 
in the automotive field, it was agreed that six 
classes of readers should be considered in plan- 
ning a campaign. ... Naturally, however, 
some of these groups were far more important 
than others. . . . Presented graphically” the 
campaign target looked like the one at the left. 

Naturally he wants profitable new accounts and usually 
the most profitable accounts are the larger ones. Unfortu- 
nately these big prospects may have banking connections 
already, perhaps three or four of them. In many cases the 
most a banker can hope for is a slice of the deposits and a 
chance to go in with a group of other banks on a loan. 

In view of the fact that these other banks already have the 
ear of this prospective customer, and since a new bank in the 
picture must work harmoniously with them in this and 
similar situations, too aggressive advertising is out of the 
question. It is interesting how many of the banking institu- 
tions known for their ruthless methods of sales promotion 
found themselves in trouble during the depression. 

All this may sound as if every circumstance conspired to 
hamstring the creator of bank copy. This would be in bad 
taste; that would be misunderstood. Here sound policy for- 
bids the statement of a graphic, interesting fact; there we 
must qualify in the interests of strict accuracy so much that 
our sales argument is almost smothered. Isn’t creating bank 
advertising a rather drab and uninteresting business? 

Yes and no. It depends on the man who does the work. If 
he is primarily a showman, if he objects to patient revision 
and countless rewrites, he won’t be happy in bank advertis- 
ing. But there is a real challenge in the job to be done; bank 
advertising has a réle to play as important as any commer- 
cial advertising, if the limitations and prohibitions which 
surround it can be overcome. And the material is almost 
limitless; few are well informed on banking, and almost 

everyone would like to know about it. 
Here, for example, are a few paragraphs which suggest 

a type of advertising topic almost unheard of ten years ago, 
but accepted today as appropriate for public discussion: 

Changes in the American banking system are being 
widely discussed. Sound revision will be supported by 
all progressive bankers. Yet laws and regulations of 
themselves cannot assure safety, a high standard of 
service to customers or genuine helpfulness to the 
community. These are essentially products of good 
management. 
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Prospective Customers—25% 

“FOR my own interest, I recently worked out, 
very crudely, a target—similar to the other one 
—for a certain bank in a midwestern city which 
| know something about. It is above the na- 

tional average in size, and there are other special 
features about it which would prevent its being 
considered typical. However, bank executives 
may judge for themselves if their own advertis- 
ing objective is not more similar to this than to 
the objective of the automotive product men- 

tioned before.” The bank target, at right. 

The results of a conservative loaning policy and of a 
proper emphasis on profitable business are apparent in 
the atmosphere of a bank. Confidence . . . courtesy 

. calm and unhurried consideration of the cus- 
tomer’s problems . . . these are all reflections of good 
management. 

* * * 

The good commercial loan is of temporary nature, 
self-liquidating in the normal expectancy of business, 
and profitable to the borrower. It is usually made to a 
reliable merchant, manufacturer or shipper to carry 
him over an ebb tide in ready money—which is a flood 
tide in inventory. 

* *« * 

Every good loan gives a definite impulse to commerce 
and industry; every bad loan eventually acts as a drag 
on all business; for the total of bank credit available 
cannot be expended indefinitely. 

“You couldn’t hire me to do bank copy,” a bright young 
man told me not long ago. “‘ When you clear it with the ad- 
vertising manager, it has to go through two committees, 
three vice-presidents and the president and the chairman. If 
it ever had any life in it, they take it out.” 
With this point of view, which is widely held, I violently 

disagree. It is quite impossible—for me at least—to get intoa 
campaign any genuine sense or feeling of an institution— 
its special character and individuality—without running 
this gauntlet. 

It is not enough merely to interview a number of officers 
48a preliminary to writing copy. It is not enough to “drench 
yourself in the spirit of the institution ””—whatever that may 
mean. It is essential to give every piece of copy its baptism 
of fire from a group of officers representing varied points of 
view—loan, trust, business extension, research, branch 
offices—the more the better. Some opinions and criticisms 
may be overruled but all should be heard. In no other way is 
sound copy assured and in no other way is continuous im- 

provement possible. 
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CUSTOMERS 

A banker once said, to a friend of mine, something 
that I have always remembered: “It’s a very small 
world, this business of banking. We know each other almost 
too well. Living as close together as we do, the competitive 
edge in morale—even a very small one—counts tremen- 
dously. 

“T want an advertising campaign that will make my aver- 
age employee feel just a shade superior to the employees of 
other banks, and a little prouder of his institution than he 
ever felt before. I want this campaign as badly as any com- 
mercial advertiser wants an Amos and Andy or a Halitosis. 
Of course, any campaign that did that would also carry a 
feeling of confidence and an impression of leadership to my 
old customers, to my stockholders, and to the kind of pros- 
pect I want to reach.” 

This is a large order. Few bank employees—to say nothing 
of the public—know what constitutes leadership in banking. 
Size, the old yardstick, means little now. The new yardstick 
seems to be associated with sound traditions as much as any- 
thing. Good management, a spirit of trusteeship, a sense of 
public responsibility, plain business honesty—all these go 
into it. 

But this is vague and hard to grasp. It must be defined, 
crystallized. Long hours of patient craftsmanship are neces- 
sary; every word must be weighed and measured. A hun- 
dred possibilities of misunderstanding and ridicule must be 
avoided. 

Of course, the end result of all this does not look much like 
a cosmetics advertisement. But let’s remember that in the 
old meaning of the word an “advertisement” was merely a 
public statement. We are inclined to think of it too much in 
its restricted modern meaning, as an offer of goods or services 
for sale. There is a place for both in banking. But the best 
bank advertising is a true chip off the old block. 

One final word to our friend the commercial advertising 
man, a prophecy and a warning. The day may not be far off 
when the public will decide that the things that go to make 
up leadership in banking may also make up leadership in 
factory and store. Some day he may find himself studying 

bank advertisements for suggestions. 
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A Pension Plan 

for Small Banks 

HE passage of the Social Security 
Act with its old age pension plan 
will, if it is upheld by the courts, 

establish the principle of retirement in- 
surance for every employer of labor and 
each of his employees except agricul- 
tural, domestic, casual, governmental or 
charity workers. This applies equally to 
the employer of one or two and the 
employer of hundreds. 

Manufacturing and industrial la- 
borers, workers in mercantile and finan- 
cial institutions, office and professional 
employees, whether they desire it or not, 
will be under the plan. It is one of the 
most far-reaching pieces of legislation 
enacted by a peace-time Congress. 
What its future effect will be, time only 
can tell. One of its immediate effects is 
to place the problem of pension or 
retirement insurance squarely up to 
each employer and each employee. 
How does this affect the small bank? 

Practically all those companies engaged 
in group underwriting have plans 
available for banks or industrial institu- 
tions, manufacturers or similar em- 
ployers of labor, having more than 50 
employees. Few, if any, will underwrite 
a group of less than that number. 

For small banks, and those not so 

small, but with less than 50 employees, 
the questions then are: Is any plan, 
other than the Federal plan, available 
whereby pensions may be provided for 
employees? If so, are they satisfactory 
as to provisions and are they workable? 
The answer to both questions is that 
bankers can find very satisfactory plans 
if the law permits. Let me illustrate by 
our experience in Oregon. 

Over the past two or three years we 
have had several requests from member 
banks in the “less than 50 employees”’ 
class, to ascertain what could be done 
as an association of institutions. We 
received but little encouragement from 
underwriters. 

However, late in 1934 in obtaining 
other statistical data for use in public 
relations work, we also obtained data 
relative to the number of active officers 
and employees in all Oregon banks and 
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Bankers Association 

also the amount of the annual payroll. 
Of the 112 Oregon banks, not includ- 

ing branches, two had pension plans in 
force and four others had sufficient em- 
ployees, including those in branches, for 
operation of an independent plan. Of 
the total of 1,664 officers and employees, 
1,052 were in these six banks. The an- 
nual bank payroll in Oregon is approxi- 
mately $2,868,000, of which $1,929,000 
was in these same six institutions, which 
had deposits of $166,668,000 out of the 
total in the state of $220, 746,000. There- 
fore, 96 per cent of the banks in Oregon 
had 37 per cent of the total employees 
and 33 per cent of the annual bank pay- 
roll and were ineligible under any pres- 
ent plan for retirement insurance. These 
same banks had but 24 per cent of the 
bank deposits. These same figures in 
other states will probably not show such 
radical differences, because over 61 per 
cent of the total deposits of the state 
with a corresponding proportion of the 
employees and payroll are concentrated 
in two large banks and their branches. 

A PLAN FOUND 

THESE figures and the problem of the 
small bank in connection therewith were 
considered by our insurance committee, 
five of the six members of which came 
from the smaller banks. It was decided 
to call for help from insurance experts, 
and therefore we communicated with 
the Portland office of Marsh & Mc- 
Lennan, insurance brokers. They were 
of the opinion something could be 
worked out, though where or just how 
remained a question. More information 
was necessary, however, and with their 
help a blank was prepared and sent to 
each member bank. As returns were re- 
ceived, they were compiled and the in- 
formation made available to some 20 
underwriting agencies. Many were not 

**So far the Government plan is not the 
complete answer ”’ 

engaged in group underwriting. Others 
were not interested in underwriting a 
group of this kind where there was no 
common employer. However, three of 
the outstanding insurance companies 
submitted proposals. These were an- 
alyzed and set up for comparative pur- 
poses, and our executive committee, 
which had been authorized to act by the 
1935 convention, chose the plan sub- 
mitted by the Aetna Life Insurance 
Company of Hartford. 

There is no need to go into the ad- 
vantages of pension and retirement 
plans generally. That was ably covered 
by Fred B. Brady’s “Bank Pension 
Blueprint” in the August issue of 
BANKING. As was so ably stated in a 
bulletin of the New York State Bankers 
Association, “ Bankers in common with 
all careful and conservative business 
men set up reserves to meet obsoles- 
cence in building, equipment, possible 
or probable losses, and, in fact, nearly 
everything excepting that which repre- 
sents the greatest outlay and the ob- 
solescence of which is bound to occur, 
that is, in man-power.”’ 

The problem was one of acquainting 
member banks with the details of the 
available plan and answering their 

questions. Bulletins from the secretary's 
office set this out in as much detail as 

possible. A booklet was prepared by 
the Aetna Company in which the 
complete proposal was set out and 
copies, sufficient to allow one to each 
bank employee in the state, were pre 
pared and distributed. Representatives 
of Marsh & McLennan and the Aetna 
Life Insurance Company called on each 
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GOVERNMENT 

RETIREMENT AGE 65 

OREGON BANKERS 

Women 60, men 65 
(First retirement in 1942. Cannot 
help any person born before Jan. 
2, 1876). 

None SRVICE CREDIT sf SERVICE CRED 
° 1942 
FIRST RETIREM

ENT 

SALARY LIMITS $3,000 

MAXIMUM PENSI
ON 

$85.00 

ELIGIBLES 

cosT TO EMPLOYEE 

1949 and thereafter. 

cost TO EMPLOYER 

bank with figures worked out for that 
bank showing the cost to the bank for 
past service pensions if it chose to make 
that up; the cost to both bank and 
each employee for future service pen- 
sions; what was guaranteed each bank 
as the employer; what was guaranteed 
to each employee; and what options 
were available. 
The plan is almost identical in most 

respects with those in operation in 
dozens of banks and industrial concerns. 
It differs somewhat in operation be- 
cause there is no common employer. 
Briefly its provisions are as follows: 

1. The plan is uniform for all mem- 
bers of the Oregon Bankers Associa- 
tion who join. It is not compulsory, 
but open only to employees of associa- 
tion members. 

2. New employees enter the plan 
only on March 1 or September 1, 

with the further provision that they 
shall have completed a probationary 
period of one year. 

3. Normal retirement age is 65 for 
men and 60 for women. 

4. The pension credit for each year 
of future service is 144 per cent of 
salary earned during that year and 
the accrued credit for past service is 
I per cent of present monthly salary 
multiplied by completed years of 
past service, less one year. 

5. The employees contribute a uni- 
form percentage of salary—4 per cent. 

6. The employees are divided into 
salary classes for purposes of sim- 
plicity. All employees in one salary 
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All employees. 

Begins at 1% of salary or wages 
in 1938, and increases to 3% in 

Same as above based on payroll. 

Full, none or part, at bank’s option. 
As soon as any participants reach 
retirement age. 
$4,800 for past service; $4,560 for 
future service. 
No maximum. 
Must have minimum of 100 em- 
ployees from throughout the state, 
and 34 of those in any one bank. 
This latter requirement will be 
elastically operated. 
4% of salary or wages without in- 
crease. 

Varies according to age and sex of 
employees. Averages about 5% of 
payroll. 

class contribute the same amount and 
get the same pension credit for that 
year of future service. Changes in 
salary classification are effective only 
on the contract anniversaries. 

7. Accrued liability for past service 
is paid in a lump sum if possible at 
the installation of the plan; otherwise 
it is amortized over a period of years. 

8. Each bank meets its own share of 
the cost for its employees, including 
the whole of the cost for past service. 
This past service cost or accrued 
liability depends upon the ages, 
salaries and years of service of the 
employees at the installation of the 
plan. 

9. A death benefit to the employees 
equals the return of their contribu- 
tions with 3 per cent interest. On 
withdrawal from service for any rea- 
son, a return of the employee’s con- 
tributions to him together with inter- 
est is allowed. 

10. An employee who withdraws 
after 20 years has the right to receive 
a deferred annuity for his own con- 
tributions plus the bank’s contribu- 
tions on his behalf. 

11. A refund is made to the bank of 
the contributions made on behalf 
of an employee who withdraws with 
less than 20 years service. At the 
option of the bank, the bank’s con- 
tribution on behalf of any employee 
may be credited to that employee 
upon withdrawal from service, even 
though he has worked less than 20 
years. 

KEYSTONE 

John G. Winant, designated chairman 
of the Federal Social Security Board 

12. The cost to the bank is a per- 
centage of payroll and depends upon 
the age distribution in the various 
banks, but, normally, for both past 
and future service costs from 5 per 
cent to 7 per cent of payroll. 

13. The bank has the option of 
making up all past service, no past 
service or part of the past service, 
except that all banks choosing the 
latter option must be uniform, viz.: 
25 per cent of past service, 50 per 
cent—10 per cent or some uniform 
figure. 

In accordance with paragraphs 9, 10 
and 11, above, if an employee leaves the 
bank before retirement, he may elect 
either (a) a cash value or (b) a paid-up 
pension. 

The cash value is based on length of 
membership and amount of contribu- 
tions. The table below shows the 
cash value for each $1 of monthly con- 
tributions. 

TOTAL 

CONTRI- 

BUTIONS 

CASH 
VALUE 

100% of 
contribu- 

tions 

ee $ 48.00 
ee 60. 36 

‘ 127 .92 
>.“ 206.28 

ae 297 .12 

"| ; 524.52 

: 830.04 
1240.80 
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YEARS OF 
MEMBERSHIP 

Less than 
4 years 



EXAMPLE: If an employee has contrib- 
uted $3.20 per month for 15 years, his 
total contributions amount to $576. His 
cash value would be $660.10 ($3.20 X 
$206.28). 

The paid-up pension is the pension, 
commencing on normal retirement date, 
which the employee’s contributions 
have purchased. If he dies or surrenders 
his paid-up pension before normal re- 
tirement date, the cash value he could 
have elected on leaving service plus 
any interest credited after leaving serv- 
ice will be paid to him or to his bene- 
ficiary. 

An employee who leaves after 20 
years of service and who does not take 
his cash value on or after leaving serv- 
ice is also credited with the paid-up 
pension which the bank’s contributions 
have purchased. 

The new Government plan not only 
does not interfere with this private 

plan, but an analysis of its benefits 
shows that the pensions are small, par- 
ticularly so for the older and higher 
paid employees. It is, however, un- 
doubtedly a step in the right direction 
and is possibly adequate for the lower 
paid group of industrial employees 
who are now young and who will con- 
tribute for some years to come. 

The Oregon Bankers Association 
pension contract provides that after 
January 1, 1937, any bank so wishing 
can have its contract modified to the 
extent that a contribution is required 
under the Government plan, and there- 
fore there not only is no conflict be- 
tween the two plans but they are dove- 
tailed together. After all, the general 
object is to put the banks in such a 
position that they will be able to re- 
tire employees with reasonable pen- 
sions when they reach retirement age. 
So far the Government plan is not the 
complete answer. 

MONTHLY PENSION AFTER AGE 65 UNDER THE SOCIAL 

SECURITY ACT 

Average 

Monthly 

Salary 5 10 15 

$ 25.00 (*) 

50.00 $15.00 

75.00 16.25 

100.00 17.50 

125.00 18.75 

150.00 20.00 

175.00 21.25 

200.00 22.50 

225.00 23.75 

250.00 25.00 

$15.00 

17.50 

20.00 

22.50 

25.00 

27.50 

30.00 

32.50 

35.00 

37.50 

$16.25 

20.00 

23.75 

27.50 

31.25 

35.00 

38.75 

42.50 

46.25 

50.00 

Years of Employment after 1936 

20 30 45 

$17.50 

22.50 

27.50 

32.50 

37.50 

42.50 

47.50 

51.25 

53.75 

56.25 

$20.00 

27.50 

35.00 

42.50 

50.00 

53.75 

57.50 

61.25 

65.00 

68.75 

$23.75 

35.00 

46.25 

53.75 

59.38 

65.00 

70.63 

76.25 

81.88 

85.00 

* Lump sum payment of $52.50 

A man who has 30 years in the plan after January 1, 1937, 

at $2,400 per year, will have $72,000 in total wages. In accord- 
ance with the Federal plan, his monthly pension would be 

determined as follows: 

14% of $3,000 

1/12% of $42,000 
1/24% of $27,000 

TOTAL MONTHLY PENSION 

Under the Oregon Bankers Association plan, this man 
would receive a pension of $90 per month. If the same man, 
assuming he is now age 34, has had 10 years of credited past 

service, his annuity resulting from the Oregon Bankers 
Association would be as follows: 

Monthly future service annuity 31 years @ $3.00 (112% of $200) $93.00 

Monthly past service annuity 10 years @ $2.00 (1% of $200).... 20.00 

TOTAL MONTHLY PENSION 
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Congress eliminated the Clark amend. 
ment which would have allowed em. 
ployers to maintain privately insure 
or trusted plans in the place of a Goy. 
ernment plan if they wished; however, 
this has little affect on the Oregon Bank. 
ers Association plan, as there is ‘Nothing 
to prevent a corporation carrying on q 
private plan to supplement the benefits 
under the Government plan. 
A comparison of actual pensions 

provided is the best method of under. 

standing the difference between private 
and Federal plans. The amount of 
monthly pension will, under the Goy- 
ernment plan, be based upon total 
wages earned from 1937 to age 65, 
and determined by the following table: 

4% of first $3,000 of total wages, 
4 o% of next $42,000 of total. 
144% of all over $45,000 of total. 

The maximum salary considered in 
any one year is $3,000. If anyone re- 
ceives more than that amount, the ex- 
cess will be disregarded. The maximum 
monthly pension possible is $85, and in 
order to receive the maximum a person 
would have to start at the age of 22 
receiving $3,000 per year or over to age 
65. (See the table at the left.) 

Nothing is credited for past service 
under the Federal plan. 

The problem of administration is the 
chief question after the plan is once 
accepted by the bank. This has been 
answered in our case by the Aetna Life 
Insurance Company’s billing the Ore- 
gon Bankers Association once each 
month for the total contributions to be 
made by all participating banks and 
their employees. 

The association office will draw sight 
drafts for the amount to be paid by 
each bank and its employees, and run 
them through the mail exactly as annual 
dues are collected, do the necessary 
bookkeeping and pay the total to the 
Aetna once each month. Details are 
simplified for the underwriting company 
and but very little more work is caused 
the association office. 

As this is written, signed participa- 
tion cards and contracts are being re- 
ceived with sufficient rapidity to insure 
the plan’s being in actual operation 
with not less than the required mini- 

mum of 100 officers and employees be- 
fore October 1. After the plan is once 

in operation, any member bank, large 
or small, can join at any time. While 
the Oregon Bankers Association pi0- 
neered this field, doubtless others will 
follow, judging from the interest our 
plan has stirred up. 
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By GILBERT HAROLD 

The author is instructor in finance at 
Ohio State University 

MORE than a year ago in the AMERICAN 
BANKERS ASSOCIATION JOURNAL (July 
1934), Mr. Harold presented for con- 
sideration the results of a statistical 

study of the advices of certain well 
known forecasting agencies. Entitled 
“Accuracy in Reading the Investment 
Spectrum”, this article discussed the 
market’s verdict of ‘‘buy’’ and ‘“‘sell’’ 
advices advanced by these organizations 
during the third quarter of 1933. 

ommends the sale of one bond 
and the purchase of another, 

such a transfer of funds anticipates a 
probable decline in the one issue and a 
probable rise in the other. An important 
question, then, is whether the market 
justifies this expectation. If it does, 
presumably it would be wise policy to 
follow these advices rather generally; if 
not, then presumably they should be 
ignored or considered with greater 
caution. 
Reference to the discussion in this 

magazine in July 1934 shows that, so 
far as the immediate term (10 days) and 
short term (about 3 months) findings 
were concerned, the record revealed 
scattered results, for it was found “ (1) 
that in some cases the ‘sell’ issues fell 
more than the ‘buy’ issues, (2) that in 
some cases the ‘sell’ issues fell less than 
the ‘buy’ issues, (3) that in some cases 
the ‘sell’ issues fell while the ‘buy’ is- 
sues advanced in price, (4) that in some 
cases the ‘sell’ issues rose in price while 
the ‘buy’ issues fell, (5) that in some 
cases the ‘sell’ issues advanced less than 
the ‘buy’ issues, (6) that in some cases 
the ‘sell’ issues advanced more than the 
buy’ issues. In other words, a great 
diversity of results was found.” 
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7 am a forecasting agency rec- 

Bond Market 

Forecasting 

Nevertheless, by the use of averages, 
the writer was able to specify with more 
or less exactitude to what extent the 
bond forecasting agencies had succeeded 
in their task. This was done, however, 
for only the immediate and short terms; 
sufficient time had not elapsed to permit 
the inclusion of a medium term (which 
we may designate as about a year and a 
half). 

In order to simplify the statistical 
presentation of the resulting data, it 
was found advisable to state the extent 
of success in terms of “positive” and 
“negative” weeks. If the average of the 
“sells” of one week’s advices for one 
agency dropped more or rose less than 
the average of the “buys”, that week’s 
advices were said to have turned out to 
be positive. Contrariwise, if the aver- 
age of the ‘“‘sells” declined less or rose 
more than the average of the “buys”, 
the results were designated as nega- 
tive. 
On this basis it was found that for 

the most part the results for the imme- 
diate term (10 days) were positive. Over 
the short term (about 3 months) the re- 
sults were mixed. 

Since then, however, sufficient time 
has passed to show whether the bond 
forecasting agencies were more or less 
successful over a medium term (about a 
year and a half). For these purposes the 
quotations on all the 795 bonds involved 
in the tests were taken as of May 11, 
1935. Each of the prices was converted 
into a relative, and the relatives were 
averaged. By this means it was possible 
to compute, as previously, the number 
of positive and negative weeks for each 
agency. The results, together with the 
findings for the immediate and short 
term data are shown on page 67. 

It is seen from these data that the re- 
sults for the immediate term were, on 
the whole, gratifying. For the short 
term, little could be said favorable to 
the forecasts, except for one agency. 
And now, for the medium term, the re- 
sults are still lacking in decisiveness, al- 
though it must be admitted that there 

is some slight improvement over the re- 
sults for the short term. 

It is worthy of note, however, that 
over all three periods one of the fore- 
casters (Agency A) was markedly su- 
perior to the others. And it is also a mat- 
ter of record, as mentioned in the earlier 
article, that this same agency made, by 
far, the fewest recommendations—a 
fact which suggests that even a large 
statistical organization cannot have its 
energies and interests dispersed into too 
many baskets. 

Of course, it is entirely possible that 
the apparently insatiable desire of in- 
vestors to get into the market might 
force the forecasting agency to make 
definite recommendations at a time 
when, for one reason or another, no 
forecast was desirable. Thus the com- 
mercial problems of selling the advisory 
service and keeping it sold might easily, 
and probably do, lead agencies to make 
more recommendations than they would 
normally make if this pressure from cus- 
tomers did not exist. 

The theory underlying the advice to 
sell specific bonds rests upon one of two 
bases: either that the bondholder has 
nothing to gain by their retention or 
that he risks a possible, indeed a prob- 
able, loss. Specifically, most reasons for 
a selling advice involve such matters as 
the probability of default with at- 
tendant consequences, or probable dif- 
ficulties in refunding, or the fact that 
affiliated issues are yielding more with 
no substantial difference in quality, or 
the opportunity to obtain a higher de- 
gree of security, or the existence of one 
or more factors limiting future apprecia- 
tion in the market price. 

It is highly interesting, of course, to 
observe specific cases of the success and 
failure of this theory. A typical case of 
successful prediction, for example, is to 
be found in the advice of one agency to 
sell New York, Ontario & Western 4s of 
1955 and to buy Erie general 4s of 1996. 
Aside from any other advantages in 
this switch, the market record, over 
the medium (CONTINUED ON PAGE 67) 
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The Edueation of a Banker 

By LEWIS B. CUYLER 
Personnel Department, National 

City Bank of New York 

HE National City Foundation 
might be said to represent a de- 
parture from the orthodox in ap- 

plied education for bank employees. 
But in a desire not to lay claim to any 
startling ideas in the educational field 
on the part of the Foundation, it should 
be pointed out that the phrase “applied 
education” is used in a strict sense and 
only as it relates to education or train- 
ing having a direct bearing on the actual 
work an individual is doing or on other 
phases of the business wherein he is 
occupied. 

In contrast to this the National City 
Foundation has placed more emphasis 
on the personal development of the in- 
dividual, his sense of balance, his im- 
agination, or, to cover a large number of 
intangible characteristics which make 
up a good personality and character, a 
broader and richer conception of the 
underlying values of life. 

This does not mean it does not recog- 
nize the opportunities for development 
in studies directly bearing on a man’s 
work. The contrast can be shown in the 
following supposition. If a man were 
sent out on a trip to study country- 
wide branch banking in England, Can- 
ada or California, the Foundation would 
be as much interested in the circum- 
stances that would make that man 
meet new people, gain new points of 
view, express opinions, see a different 
part of the world, be entertained and, 
of more importance, be forced to enter- 
tain, as it would be in the possibilities 
of the man’s bringing back a report or a 
knowledge that would be valuable to 
the institution. 

It is in this conception of applied edu- 
cation that the work of the National 
City Foundation might be considered 
unorthodox. The purpose of the Foun- 
dation as stated in the articles of incor- 
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poration is “To assist voluntarily de- 
serving young men and women employed 
by The National City Bank of New York 
or by any of its subsidiary or affiliated 
corporations to obtain better and higher 
practical and cultural education and 
training than their means or the cir- 
cumstances of their employment make 
possible.” It has been through the 
practical application of this purpose 
that the Foundation recognized, in its 
analysis of the conditions and cir- 
cumstances surrounding the cases of 
individuals recommended for its con- 
sideration, the definite need it has been 
designed to satisfy. 

Let us briefly outline these circum- 
stances. There was a time when the 
large city bank was like a huge family 
in its organization. The president as 
well as all the senior officers knew the 
employees personally, their faults and 
merits. Conversely, the entire person- 
nel was brought under the influence of a 
personal leadership which now, in our 
modern complex organization, seems 
far removed. 

In the last two decades, however, we 
have witnessed the transition of the 
banking organism from such a family- 
like atmosphere to a vast machine. We 
need only mention the part that the in- 
dustrial growth of America, the liberal- 

ization of the banking system, the in- 
troduction of ever improving business 

machines, have played in this growth, 
To be sure, this trend has offered more 

and more opportunities to the individ- 
ual with the right qualifications, but it 
is also true that it has become more and 

more difficult to supply in the operating 
departments, which are the natural 

training ground, influences which make 

for the development of these very qual- 
ifications. Once more, we are not speak- 
ing of training in the technical sense. 
We mean rather that the actual limi- 

tations surrounding an individual in 
such an organization preclude many op- 
portunities for a fundamental training 
which should be, perhaps, more personal 

and more inspirational. Certainly, an 
employee may become an expert in his 
job, may rise to a position of respon- 
sibility where the supervision of other 
employees is involved. Nevertheless, 
the very circumstances which brought 
about his advance may be the cause of 
certain personal limitations which, in 
turn, affect all who come under his su- 
pervision and who depend on him for 
leadership. 

If a man with natural ability and an 
innate desire to learn can be given the 
opportunity to reach beyond the cir- 
cumstances surrounding him in his work 

The training needed for success in banking 

BANKING 



BANKS have long been identified with efforts to provide edu- 

cational and training facilities for employees. The American 

Ins titute of Banking is an outstanding example of coopera- 

tive endeavor in this direction. In addition, different plans 

have been evolved by different banks; the one described in 

this article operates through a foundation which is a mem- 
bership corporation, the members comprising the bank’s 

board of directors. 

and gain a broader and more cultural 
point of view, such a man can, in later 

years, engender in his work an under- 
standing of greater values which can go 

far to counteract the problems in per- 

sonnel management which have arisen 

solely because of the complexity of or- 
ganization. 
The practical application of the 

Foundation idea is most elastic. While 
the same principle forms the underlying 
motive of each “award”, which is the 
term used by the Foundation in its se- 
lection of an individual for the oppor- 
tunities it offers, the actual form of the 
awards that have been made to em- 
ployees shows considerable variation. 
The broadening experience which comes 
from travel is made great use of. Such 
trips vary, however, and in addition to 
studying the banking systems of other 
countries, men have been sent through- 
out the United States to gain a picture 
of American industry or, in still other 
instances, on a tour of the bank’s for- 
eign branches. In all such cases, how- 
ever, the programs have been designed 
primarily for the broadening influence 
they would have on the individual. 
These trips generally have provided the 
medium through which the Foundation 

has dealt with the more mature men. 
Another important outlet for the 

Foundation idea has been through the 
universities. This phase of the work has 
revolved about younger men, and the 
Foundation has concerned itself with 
offering opportunities to study the more 
liberal courses such as those in English 
literature, history, politics and even 
philosophy. This has been arranged on a 
fellowship basis; Princeton University, 
Dartmouth, Amherst and Rutgers have 
taken men as special students for one 
year. The object the Foundation has de- 
sired is to have these men recognize the 
restrictions that have heretofore sur- 
rounded them, learn how to set their 
lives on a more elevated plane, and see 
the channels through which this can be 
done. 

It is all very well to talk about the ad- 
vantages of a college education, but it is 
also most difficult to give to the high 
class college graduate a detailed and 
fundamental training in bank opera- 
tions on which to base his career. The 
future of such a man is seldom identified 
with the actual operating division of 
any large bank, with the result that any 
refreshing influence or dynamic leader- 
ship he might have is separated from 

extends considerably beyond the inside of a bank 

October 1935 
"CUSHING 

this side of banking. The Foundation, 

therefore, feels it is making no small 
contribution in approaching this prob- 
lem from the other angle by giving to 
the outstanding man who has already 
been trained in these fundamentals an 
opportunity to absorb the best that the 
colleges have to offer not only from the 
study angle but from the angle of social 
relations that exist in campus life. 

Everybody is interested in results. 
Without mention of the cases wherein 
the Foundation has failed through 
faulty judgment, the results are, with 
few exceptions, gratifying. The theory 
that a man who excels in one type of 
work is likely to excel in another has 
been substantiated by the record of the 
men who have attended college on this 
special basis. They have held their own 
socially and scholastically and, while 
not enough time has elapsed to prove 
their eventual value, many of them 
have shown striking indications of what 
it will be to the institution. In dealing 
with more mature men the results are 
correspondingly more tangible, as the 
cases of those who have been promoted 
into positions of greater responsibility 
will bear witness. 

So much for the Foundation idea and 
the work it has been designed to ac- 
complish. It will be agreed, however, 
that no idealistic attitude or philosophy 
toward employee training can be very 
practical if it is not based on practical 
operating methods. Also, there is the 
question of financing such an idea. As 
the element of experimentation is prom- 
inent, at least during the early years of 
operation, is the work justified on the 
basis of bank expense? Both operations 
and financing are so important to the 
success of the Foundation that what 
has already been described would hang 
in the air as vague theoretical meander- 
ing if they were not mentioned. 

The National City Foundation is a 
membership corporation. Its member- 
ship consists of all persons comprising 
the board of directors of The National 
City Bank of New York. The affairs of 
the corporation are under the general 
supervision of a board of nine directors, 
who are or have been officers or direc- 
tors of the bank or its affiliates, and who 
are elected to the board by the mem- 
bers. Through this structure the senior 
management of the institution is brought 
into direct contact with some of the per- 
sonnel and the educational problems. 

The actual operation of the National 
City Foundation, however, is lodged in 
an executive committee of three mem- 
bers which is (CONTINUED ON PAGE 75) 
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Protection for Farm 

Land Values 

ERE are certain earmarks which 
may serve as indicators as to 
whether farm loans are wise and 

sound. Reasonable loans for improved 
seed, needed labor-saving equipment, 
quality livestock with special empha- 
sis on good sires, properly selected 
fertilizers, prudent expenditures for the 
control of insects and plant and animal 
diseases, and for harvesting and orderly 
marketing of crops usually fall in the 
category of safe and desirable farm 
loans. Loans to pay for taxes, rents, ex- 
pense of repairs, groceries, autos for 
pleasure, gasoline, etc., are more ques- 
tionable in character and would be 
considered valid only after careful in- 
vestigation showing good and sufficient 
reasons why such expenses have not 
been met out of current farm income. 

Of all the earmarks, none is more 
fundamental and important than how 
the investment values in land are being 
protected. The top six inches of soil 
represent the farmer’s productive cap- 
ital. Upon whether this is being ade- 
quately protected from noxious weeds, 
from erosion and from depletion of 
plant food depends the wisdom of any 
farm loan. Excess credit on poor land 
that is becoming poorer is only prolong- 
ing the use of that which is, or is rap- 
idly becoming, sub-marginal. 

Farms badly infected with weeds 
are not in demand by intelligent buyers 
and may not sell for half their normal 
value. Some loan companies refuse to 
make mortgages on such farms, claiming 
that the weeds already have the first 
mortgage. Unless controlled, weeds will 
pile up heavy annual “tax” bills. Weeds 
rob plants of needed moisture and 
plant food. They greatly reduce yields 
and increase labor costs. Experts esti- 
mate that weeds in this country reduce 
crop yields at least 20 per cent and on 
some farms 50 per cent. The richer the 
soil the heavier the growth of weeds, 

and the poorer the soil the greater the 
competition for the crop. 

Fifteen tests on 11 farms in one of 
our midwestern states gave yields on 
bindweed-infected land of 13.7 bushels 
of wheat per acre. On similar non-in- 
fected lands, wheat yields were 20.9 
bushels. Another test showed 15.6 
bushels and 30.9 bushels respectively. 

SOIL EROSION 

THE following figures are given by 
the Soil Conservation Service of the 
U. S. Department of Agriculture: Area 
with little or no erosion, 576,236,371 
acres (30.3 per cent of total area); total 
area affected by sheet erosion, 855,- 
260,347 acres (44.9 per cent); total area 
affected by wind erosion, 322,181,740 
acres (16.9 per cent); total area affected 
by gullying, 864,818,281 acres (45.4 
per cent). 

Erosion damage in some form occurs 
in almost every state. Practically all of 
the states east of the Mississippi River 
are affected by water erosion. The mid- 
dle tier of states from the Dakotas 
down through Texas are subject to both 
water and wind erosion. West of the 
great plains area the Coast states are 
affected by water erosion. 

Some astounding facts are shown in 
the following statement from the Soil 
Conservation Service: ‘Three billion 
tons of soil—enough to fill a train of 
freight cars girding the earth 19 times 
at the equator—are washed and blown 
from the fields of this country every 
year. 

“More than 300 million tons of the 
richest soil on earth—soil stripped 
from the fertile fields of the Mississippi 
Valley—are dumped each year into the 
Gulf of Mexico by the mighty Father of 
Waters. 

“Four hundred million dollars is 
the estimated annual toll of erosion in 
terms of money value. 

By DAN H. OTIS 
Director of the Agricultural Commis- 
sion, American Bankers Association 

“Thirty-five million acres of once 
fertile farm land—an area almost equal 
to the combined extent of Pennsylvania, 
Massachusetts, and Connecticut—have 
been completely destroyed and aban- 
doned. 

“One hundred and twenty-five mil- 
lion acres more have been seriously 
impoverished by loss of productive 
topsoil. 
“Two hundred thousand acres are 

being abandoned every year because 
erosion has rendered them barren and 
unfit for productive cultivation.” 

In the more level sections, water 
erosion may be in the form of sheet 
erosion, which may go unnoticed. Never- 
theless, any mortgage loan can well 
be based on farm management practices 
which insure protection from permanent 
damage caused by erosion. 

Destructive dust storms produce ero- 
sion on a large scale and tend to develop 
desert conditions. Asa menace they com- 
pare with prairie fires and demand as 
prompt attention. They are becoming 
more serious in recent years since the 
plains region has resorted to more ex- 
tensive cultivation. Damage is more 
apt to occur where the annual rainfall 

is less than 25 inches. 
Wind transports soil in two ways— 

first, the finer and more fertile particles 
are carried off in the air; second, the 
coarser particles are rolled along and 

form drifts. 
Any effective soil improvement pro- 

gram requires encouragement of educa- 
tion and leadership. There are 50 million 
farm operators who must become “soil 
conscious” and follow practices that will 
conserve and improve our soil resources. 
Since farming is a basic industry, the 
urban population also has its part to 
play. Anything that affects our soil for 
good or ill likewise affects industry and 
commerce. The welfare of each indi- 
vidual, as well as the nation, rests 
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In efforts to check and 

prevent further soil ero- 

sion, the Soil Erosion 

Service of the Department 

of Agriculture has under- 

taken extensive terracing 

work, which is one 

method of combating 

the annual toll in farm 

land values through the 

loss of topsoil. At the 
right is a terracing proj- 

ect in California 

Another anti-erosion 
method being tried by 
the Soil Erosion Service 
is “contour plowing’’, 
illustrated by the pic- 
ture of an Idaho farm at 
the right. In this par- 
ticular field, strips of 
Winter wheat have been 
seeded in contour in a 
Summer fallow field. 
Forestation and crop ro- 

tation are also being tried _ 
by the S. E. S. in its 

program 

ultimately upon maintaining our soil 
resources. 
Primary responsibility for soil con- 

servation rests upon the shoulders of 
the farmers. Their aim should be to 
leave their farms at least as productive 
as when they were started. By good 
management, soil saving and improve- 
ment practices can be made to contrib- 
ute to the economic welfare of the farm 
family. Because of the interdependence 

of agriculture, industry and commerce, 
tepresentatives of each group can well 
confer with each other on such a vital 
problem as the conservation of our soil 
resources, 
Individuals with a vision of the prob- 
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lem, who are in touch with farming 
communities, have a responsibility and 
opportunity to aid. The landlord, 
banker and the supply merchant are in 
a position to influence largely the type 
of farming to be followed in their re- 
spective communities. There are those 
who feel that bankers lead in their in- 
fluence upon the agriculture of their 
respective communities. To them is pre- 
sented the unique opportunity for na- 
tional service in this important field of 
soil conservation. Farmers in the need 
of credit are likely to be more attentive 
to their bankers than to others. Through 
personal individual contact bankers’ 
efforts are likely to be more fruitful of 

KEYSTONE 
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results. Bankers who know (they can 
know by contacting the college of agri- 
culture in their respective states) and 
direct their knowledge through credit 
channels can exert a powerful influence 
in a soil conservation program. 

Because of its importance and general 
application the Agricultural Commis- 
sion of the American Bankers Associa- 
tion has voted to make the subject 
of “Protecting Investment Values in 
Land” a national project for the coming 
year. A booklet giving facts, figures and 
illustrations on important phases of this 
subject is being prepared and will soon 
be available to banks at a nominal cost 
for distribution to farmer patrons. 
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N Rochester, New York, a new fi- 
nancing plan, worked out by the 
Rochester Gas and Electric Com- 

pany and the Lincoln-Alliance Bank 
and Trust Company, enables electrical 
and gas appliance dealers to sell load- 
building appliances on a most attractive 
budget plan of small monthly payments. 

This plan is designed to accomplish 
several worthwhile objectives. It ena- 
bles families to buy certain major ap- 
pliances, which will increase their com- 
fort and modernize their homes, at a 
cost that can be met out of income with 
a reasonable charge for the privilege of 
deferred payments. It frees the dealer’s 
capital by enabling him to get his 
money without the element of recourse 
as soon as the sale is consummated. By 
making it possible to increase the num- 
ber of appliances in use, it increases the 
load of the utility company. It gives the 
bank employment, at fair interest, for a 
part of its idle funds. Moreover, it 
brings the bank into direct contact with 
an increasing number of up and coming 
people, and the fact that “bank traf- 
fic” is just as important in selling 
other banking services as “ store traffic”’ 
is in increasing the sales of retail stores 
must not be overlooked. 

The plan is soundly based. Econo- 
mists agree that prosperity depends 
upon achieving a higher standard of 
living for the majority of the people. 
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An Alliance for the 

Improvement of 
Living Standards 

This higher standard comes with the 
possession and use of more of the so- 
called good things of life. A wider dis- 
tribution of these things comes not from 
the curtailment of production but rather 
from its increase, provided that increase 
is accompanied by a lessening in cost 
that makes it possible for more people 
to enjoy the benefits thereof. We need 
look no further for an example of this 
than to the automotive industry. 

The Rochester Gas and Electric Com- 
pany recognizes clearly that a wider use 
of power will come from lessening the 
cost of that power to the consumer. The 
customer and prospective customer, 
told by a paternalistic government that 
it is his inherent right to possess modern 
electric devices and to secure power to 
run them at a low rate, is insisting that 
present rates be lowered. The company 
knows that the only way it can reduce 

By ALBERT JOURNEAY 

Vice-president, The Purse Company, 

Chicago 

its rates substantially and still earn a 
profit is to increase the amount of 

power used. 
Faced with this necessity for greater 

load and lower rate, the utility com- 
panies are moving to effect both. One of 
the main ways of accomplishing it is by 
increasing the use of electr.cal or gas 
appliances. Moreover, the utility com- 

pany, like the automobile company, 
knows that its success depends upon the 
prosperity of the community. The in- 

creased sale of appliances means work 
for the manufacturer and added wages 
for his employees. It means better bust- 
ness, steadier profits for the distributors 

BANKING 
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Pro d u cer—Banker— Dealer—Consumer The distributor must agree to build 
dealers of quality and assist dealers and 
salesmen. 

The utility must agree to assist in 

and dealers and those who work for already showing the benefit of stimula- training dealers’ salesmen, assist in win- 
them. tion. The cooperating bank reports a dow displays, keep dealers advised of 

The banker, on his part, is faced with substantial amount of accounts in op- campaign activities and furnish domes- 
the problem of causing money to cir- eration. _ tie science service to insure proper use of 

culate. Unemployed money is as un- As with any other plan, the chain is appliances. 

profitable as an unemployed horse. no stronger than its weakest link, and The bank must agree to supply con- 
Both must be put to work in order to the ultimate success depends upon each tract forms, rate charts, terms of sales, 
pay for the food they consume—in the factor performing its function efficiently etc.; furnish personnel to accept instal- 
one case, oats—in the other, interest. | and with honorable intent as follows: | ment payments as due; make final check 
The banker is also directly concerned § The purchaser must agree to pay in- of credit, and purchase the dealer’s con- 

with the prosperity of the people. He is stalments promptly. tract at cash price less 2 per cent ($1 
in just as bad a fix if too much money The dealer must properly inform the minimum) for bad debt reserve. 
comes in as if too much goes out. Failure purchaser of the plan. He must furnish Not all dealers will be permitted to 

of the circulatory system brings harden- former credit experience with the pur- participate in the plan. It will be con- 

ing of the arteries to banks as well as to chaser if no former experience furnishes _ fined to those who are deemed bona fide 
men. Deposits and loans are the vita- a basis for credit. When notified that the appliance dealers, and every effort will 
mins essential to a bank’s existence. customer is in arrears, it is up to him to be made to exclude the numerous fly- 
Those who think a banker doesn’t wel- make every effort to collect the past due _by-night organizations and distributors 
come good loans should sit in at a meet- payments before the finance company who will try to take advantage of this 
ing of the committee on loans. Ifa bank (the bank) takes action. He must make plan, especially because of the non- 
can help to stimulate business, it helps a 2 per cent deduction (minimum of $1) recourse paper. The selection of dealers 
the production of both of these life- from cash price for bad debt reserve. will be left to (CONTINUED ON PAGE 60) 
giving elements. Consequently, in a 
plan such as we are discussing, the bank 
has much more at stake than the amount 
of interest it will earn through its 
participation. 
The plan became effective on March Bank credit is an essential instrument in the improvement of 

25 of this year. It does not cover all living standards. Not only are individual borrowers benefited, 
. . a acne but also dealers, manufacturers and the banks themselves. 

appliances, but for the time being is con- The illustration below is an excerpt from one of a series of 
fined to those which, according to advertisements of the Marshall & Ilsley Bank, Milwaukee 
Joseph P. Haftenkamp, vice-president 
and general manager of the power com- 
any, “alleviate to the greatest extent 
ay sins burdensome = more time- Additional L Q & N & 

consuming operations in the home. 
These also contribute most to the well- made by this bank 
being and health of the occupants.” In a previous advertisement we listed typical current loans to illus- 
T : trate how we meet the borrowing requirements of individuals 
these appliances, all ap proved by the and corporations, large and small. The following loans indicote 
Electrical Testing Laboratories, the further, how extensively this bonk operates in the looning field. 
American Gas Association Laboratory, 
the R. G. & E. Laboratory and other 
recognized testing agencies, are au- wi 
tomatic gas and electric ranges, water sere puton hoe 
heaters and refrigerators. — 
Other appliances will be added to the 

list as the plan progresses. The plan is we 
set up for a trial period, the duration of cae exeoeee garstonnes 
which will depend on its cooperative ac- en wacoan een a 
ceptance and use. Tentatively, a 3-year 
program has been agreed upon with a 
sales objective of 25,000 electric refrig- 
erators, 3,000 electric ranges, 2,000 ‘ananlening cqnpment to fence 
electric water heaters, 1,000 gas refrig- 
erators, 10,000 gas ranges and 8,000 gas 
water heaters. If these objectives are 
carried out, it will mean sales of between 
five and six million dollars. While the 
plan is but a few months old, the initial = ey = ne a ee 
acceptance is such that all parties are with any of our loaning officers. This can be done in confidence 
willing to forecast its success. Sales are ee 
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American Character Loans 

HEN the National Housing Act 
\\) was passed on June 27, 1934, not 

over 150 banks, it has been esti- 
mated, including the Morris Plan and 
industrial banks, were making “charac- 
ter”’ or “personal” loans. Even these 
banks were not making them for longer 
than 18 months in special cases, and 
usually not more than 12 months. Fi- 
nance company loans on automobiles 
and equipment paper rarely exceed 18 
months. One year after the organization 
of the modernization credit plan under 
the Federal Housing Administration 
there were over 5,000 commercial banks 
which had reported for insurance at 
least one modernization loan. Hundreds, 
of course, had reported a large number 
of loans. 

The plan called for the extension of 
credit by private lending institutions 
under an insurance feature sponsored by 
the Government, whereby the lending 
institutions were guaranteed against 
practically all loss. 

The opinion was expressed very 
shortly after the plan was inaugurated 
that it would revolutionize banking 
policies, and that prophecy is well on 
the road to fulfillment, judging by the 
number of personal loan departments 
which have been started within the past 
year not only to extend credit under the 
modernization plan but to make loans 
for all purposes on the monthly repay- 
ment basis. 
A brief review of time-financing in 

the United States prior to the passage 
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of the National Housing Act will il- 
lustrate to some extent the strong drift 
of this type of credit in the direction of 
the commercial banks. 

Before the collapse of the credit struc- 
ture in 1929 bankers, in general, con- 
sidered producer credit, that is, money 
loaned to the manufacturer or business 
man for production, as the soundest 
type of credit. Because banks were not 
particularly interested in consumer 
credit as such, finance companies, small 
loan companies and other organizations 
grew up and flourished. These concerns, 
of course, obtained the necessary credit 
to do business from the banks. 
Many major business concerns in the 

United States learned that they could 
increase their sales through the monthly 
instalment plan and either financed 
their time sales themselves or sold the 
paper to a finance company. It is true 
that companies which sold automobiles, 
oil-burners, refrigerators and other 
equipment retained title in the mer- 
chandise sold on time until the debt was 
liquidated. This type of security was 
not sufficient inducement to the banks. 

The experience of the private com- 
panies handling the time-financing pa- 
per during the boom and depression 
years has shown that the loss ratio was 
better than bankers’ experience with 
producer loans. 

Roger Steffan, who is head of the 
personal loan department of the Na- 
tional City Bank in New York, stated 
before a Congressional committee that 

. .. that .. . the average American citizen was probably the 
best credit risk in the world; that the record of losses during 

the so-called ‘boom-years’ and three or four years of depression 
had been far smaller than the record of losses in national banks 
for all purposes.”’ 

** Dinner for Threshers”’, 
by Grant Wood. 

Courtesy, Ferargil Galleries, 
New York 

from his experience the average Ameri. 
can citizen was probably the best credit 
risk in the world; that the record of 
losses during the two so-called “boom 

years” and three or four years of de. 
pression had been far smaller than the 
record of losses in national banks for 
all purposes. 

Upon this astounding success and 
that of some of the larger finance com- 

panies already active in the field of 
time-financing the theory of the mod- 
ernization credit plan of the Federal 
Housing Administration in Washington 
was developed. The essential credit re- 
quirements under this plan were (1) 
that the borrower have a good reputa- 
tion locally for paying his obligations, 
(2) that he have an income in proper 
relation to the annual payments needed 
to liquidate the loan and (3) that he 
would use the funds for the purpose 
specified. 

While under the National City plana 
borrower was required to obtain two co- 
makers and finance companies held 
title to the article financed as security, 
the modernization credit plan differed 
from all established forms of time- 
financing. The Government guarantee 
of 20 per cent against all losses sustained 
on the aggregate amount of loans made 
by any lending institution acted as a 
substitute for the chattel security and 
the co-makers. 

In giving his testimony before the 
Senate Committee Mr. Steffan pointed 
out that the records of his department 
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showed that 9914 per cent of the loans 

were collected from the borrowers them- 

selves, leaving only about 4 of 1 per 

cent collected from the co-makers. He 

stated the important factor that the 
amount of a loan must be relative to the 

borrower’s earnings, so that monthly 

payments can be met out of such earn- 

ings. 
The time element was the next im- 

portant factor. Because the Govern- 
ment plan called for a longer period for 
the repayment of the loans the belief 
was expressed that the losses to the 
Government would run higher than 
any previous experience in time-financ- 
ing, possibly exceeding 5 per cent. A 
year of operation has proved, at least so 
far, that the loss to the Government 
will be small, for out of approximately 
250,000 loans totaling over $105,000,- 
000, the amount of claims paid by the 
Federal Housing Administration for 
losses to financial institutions is less 
than }{o of 1 per cent. Some institutions 
have made insured loans up to a total of 
$5,000,000, thus creating a reserve of 
one million dollars or more, and yet 
have not found it necessary to make a 
claim for loss up to the present time. 
This seems almost phenomenal, but it 
isa fact. It must be realized that banks 
have 13 months after default in which 
to make a claim, but with the average 
duration of the loans being less than 30 
months, it is hard to conceive that 
losses will reach the 5 per cent men- 
tioned above. 
The modernization credit plan was 

drawn up by Mr. Steffan and another 
leading proponent of time-financing, 
Albert L. Deane, who is an official of 
the General Motors Corporation, with 
the help and legal advice of Frank 
Watson, one of the drafters of the act. 
Their object was to make available to 
every deserving property owner, with a 
steady income and a good reputation 
for paying his bills, the credit needed to 
preserve his property from deteriora- 
tion. This credit, which would not have 
been available but for the plan, was to 
be extended over a longer period of time 
than bank credit had heretofore been 
granted, and at a rate lower than the 
rates prevailing in the existing time- 
financing field. 

The soundness of the plan was quickly 
realized by a good number of the com- 
mercial banks but it required considera- 
ble education to get the program of 
Title I under the National Housing Act 
into full swing. 

After the bulletin had been issued 
explaining the purpose of the mod- 
ernization credit plan and giving the 
rules and regulations under which the 
participating institutions were to op- 
erate, an operating and credit manual 
was prepared and mailed to all the fi- 
nancial institutions. This manual showed 
how simple the plan was and how it 
could be adapted to the accustomed 
procedure in any bank. 

The plan permitted loans up to five 
years’ duration, which was decidedly an 
innovation for practically every bank in 
the country, whether or not it had pre- 
viously had a personal loan department. 
At first there was some apprehension as 
to the attitude of bank examiners to- 
ward long time loans for commercial 
banks, but this was overcome as quickly 
as the examining agencies understood 
the workings of the plan under the Gov- 
ernment guarantee. 

Another obstacle to overcome was 

the question of usury raised in some 
states because of state laws not permit- 
ting commercial banks to do a small 
loan business, although authorizing spe- 
cialized lenders to make loans in small 
amounts at rates running up to 42 per 
cent. Consumer finance companies have 
been more or less unlimited by law as to 
their charges, which of course not only 
include the interest on the money ad- 
vanced but also the extra financing _ 
costs of handling and collecting the 
monthly repayments. 

The cooperation of the various state 
legislatures was soon apparent in the 
passing of special acts to exempt loans 
made under the Federal Housing Ad- 
ministration program from all existing 
statutes having to do with interest 
rate, term or security. State banking 
superintendents were also very helpful 
in reassuring bankers as to their atti- 
tude toward the plan, and in aiding 
with the drafting of needed legislation. 

Another means of educating the banks 
was through articles by officers of the 
leading banks in various states on how 
and why their institutions were making 
modernization loans, carrying illustra- 
tions of forms used in extending this 
credit. These stories were printed and 
distributed to the other banks in the 
same general territory as a stimulus to 
get them to make F.H.A. loans. 

The results of this educational pro- 
gram through the Fall and Winter 
months began to be very apparent as 
the Spring building activity commenced. 
The number of participating banks, 
which had been increasing slowly but 
steadily from the start, commenced 
with the first week in March to grow at 
the rate of between 50 and 60 new re- 
porting institutions a week, so that, with 
over 5,000 commercial banks in the 
country having reported at least one 
loan for insurance, more than one-third 
of the banks of the country have ex- 



tended credit that is being repaid on the 
monthly repayment plan. That in itself 
may not seem a large proportion, but 
upon further analysis it will be found 
that the 5,000 represent over 80 per cent 
of the total resources of all commercial 
banks of the country. 

The success the commercial banks 
are having in the collection of the 
F.H.A. loans and the ease with which 
they are handled is certainly having its 
effect on the lending policy of these 
institutions. 

A considerable number of loans are 
being made today by banks according 
to the method outlined by the modern- 
ization credit plan, but they do not meet 
the requirements of the plan for one 
reason or another and are therefore in- 
eligible for insurance. While the charac- 
ter loans under the plan were originally 
limited to $2,000 and now insured loans 

up to $50,000 may be made to improve 
certain types of property, some banks 
have been known to extend credit as 
high as $250,000 on the monthly repay- 
ment plan. 

The amortization of mortgages by 
monthly instalments has been adopted 
by several large insurance companies 
and at least one of the larger western 
banks with a wide branch organization. 
The insured mortgage advocated by 
Title II of the Federal Housing Admin- 
istration requires the liquidation of 
principal and interest by monthly pay- 
ments. 

With personal loan departments being 

established it is conceivable that a large 
part of the time-financing of paper for 
the purchase of automobiles, machinery 
and other equipment will be handled 
eventually by the commercial banks. 
In fact, certain institutions, leaders in 
new methods of banking, are already 
showing the way. It is reported that on 
the west coast over 30 per cent of the 
automobiles sold on time payments are 
being financed through commercial 
banks, and that within a few years the 
percentage will go over 70. 

The railroads, public utility and in- 
dustrial companies will, in the future, 
more and more be required to provide 
sinking funds for the retirement of their 
bonded indebtedness. Thus the tend- 
ency for the liquidating of debt out of 
income will be the rule rather than the 
exception. 
We may, moreover, expect business 

practices to reverse themselves. Instead 
of the manufacturer or distributor fi- 
nancing his customers through the usual 
method of “datings”, the retail buyer 
of goods will finance himself through the 
personal loan department of his own 
bank on a monthly liquidating basis. 

Judging from their correspondence, 
it is apparently the intention of many 
banks throughout the country to con- 
tinue lending money in the same way, 
after the expiration of the insurance 
under the Government plan. Some 
banks state definitely that they are 
building up a personal loan department, 
while others indicate that they will con- 

tinue to carry this type of loan in their 
regular loan department. 
Banks have used the Federal Housing 

Administration program to help regs. 
tablish a friendly feeling in their com. 
munities, and to build up good wil 
which will last long after the expiration 
of the Housing Act. Loans have been 
made to non-customers of the banks as 
well as customers, for the modernization 
credit plan aimed to make available ty 
every deserving property owner the 
credit needed to improve his property, 
regardless of whether or not he was q 
depositor in any institution. Through 
personal loan departments this policy 
will continue to a great extent, for bank- 
ers are learning that legitimate borrow- 
ers even without bank accounts are 
good credit risks and an outlet for bank 
funds. They also realize that depositors 
do not always borrow, and certainly 
there are very few communities in the 
United States where the local demand 
for money exceeds the local deposits, 
Very often a satisfied borrower, even 
though a non-depositor, is a firm friend 
of a bank and later becomes a depositor 
in either a checking or savings account. 

With the expansion into the personal 
loan field and the extension by com- 
mercial banks of consumer credit direct, 
over a reasonable period of time, based 
on borrowers’ ability to pay, the evils of 
time-financing will be greatly elimi- 
nated. The costs to the consumer will be 
substantially reduced and high pressure 
salesmanship will not sell unnecessary 
articles to people who cannot afford to 
buy them. 

During recent months the return on 
bank investments has dropped so low 
that an outlet for funds is very welcome 
to most institutions. Bankers through- 
out the country, stimulated by the suc- 
cess of modernization credit plan loans, 
realize that just as the profits in mer- 
chandising depend on the turnover of 
goods in stock, so does the turnover ofa 
bank’s funds govern its profits. The 

larger and quicker the turnover, the 

larger the profits in the long run, and 

the less the likelihood of losses. The 

more loans made on a monthly repay- 

ment basis to deserving, hard working 
people the more friends a bank will 
have. A personal loan department 1s 4 
service to the community. 

** Arbor Day’”’, 
by Grant Wood. 
Courtesy, Ferargil Galleries, 

New York 
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The R.F.C. Mortgage Company 

By JAMES N. MACLEAN 
The author is chairman of the New 

York Municipal Committee for the 
Relief of Home Owners 

the latest of the lending agencies 
established by the Federal Gov- 

ernment for the purpose of aiding in 

the restoration of mortgage lending. 
This corporation is designed to enter a 
new field not hitherto touched by the 
lending facilities of the Reconstruction 
Finance Corporation or by the Home 
Owners’ Loan Corporation or the Fed- 
eral Hausing Administration. 
The company was recently organized 

under the laws of the State of Maryland 
with a capital of $10,000,000 furnished 
by the Reconstruction Finance Cor- 
poration, from which it may borrow any 
additional funds required. 
The only information at present 

available regarding the proposed activi- 
ties of the R.F.C. Mortgage Company 
iscontained in its Circular No. 1, which, 

after reciting the various credit facilities 
furnished by the Government in other 
fields, states that there remains a num- 

ber of income-producing business prop- 
erties such as apartment houses having 
more than four apartments, hotels, busi- 
ness and office buildings, etc., present 
mortgage loans upon which are in de- 
fault or are about to mature, and which 
cannot be refinanced under any of the 
legislation referred to. 
The loans which the R.F.C. Mortgage 

Company proposes to make are upon 
properties of the kinds above enumer- 

ated, and are as follows: 
1. Loans secured by first mortgages 

on income-producing properties of the 
types referred to, where financing is 
necessary and cannot otherwise be ob- 

tained upon reasonable terms, and 
where the income from the property is 
sufficient to pay operating expenses, 
laxes, insurance, interest on the in- 
debtedness and reasonable amortiza- 
tion. 

2. Loans to distressed holders of first 
mortgage bonds and first mortgage cer- 
lifcates upon their notes secured by 
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such bonds and certificates, provided 
sufficient information is available to the 
company to enable it to determine that 
the income value of the property or 
properties securing the bonds or certifi- 
cates warrants the loan. 

3. Loans in aid of the construction of 
new buildings, for which there is an 
economic need, provided the mort- 
gagor’s investment in the completed 
project will be substantial in relation to 
the amount of loan applied for, and his 
resources sufficient to indicate that he 
can finance the operation of the com- 
pleted project on a sound basis. Upon 
the basis of such applications the com- 
pany, if it approves the loan, will make 
a firm commitment to the applicant 
that upon completion of the building in 
accordance with plans and specifications 
approved by the company, it will make 
a loan of the amount approved upon 
the security of a first mortgage on the 
completed property. 

All mortgages and loans will follow 
the principle of long term amortization, 
insisted upon by the Administration in 
all of its lending activities. Those to 
be made by the R.F.C. Mortgage Com- 
pany are to pay off one-half of the loan 
in 10 years. 

It is obvious that the above classifica- 
tions are very general and leave much 
to be determined in each case. The 
company is no doubt now in the stage 
of formulating definite principles which 
may later be crystallized. 

Beyond the circular issued there is 
little to be learned as yet except that 
the progress of applications filed indi- 
cates that loans for new construction 
will not exceed 66 per cent of the ap- 
praised value of the completed building. 
This, together with the rate of amortiza- 
tion above mentioned, is designed to 
create sound investments which will be 
attractive for later purchase by private 
lending agencies. 

The necessity in this class of loans of 
meeting an “economic need” will nat- 
urally present the greatest difficulty. 
As the company is debarred from lend- 
ing on low cost housing projects, slum 
clearances or the like, it does not touch 
the fields usually associated with the 
term “economic need.” 

The requirements for the other classes 
of loans to be made are equally impos- 
sible of exact determination in advance, 

and as the company is not under the 
same legal mandate to make loans as in 
the case of the H.O.L.C. and the F.H.A.., 

the amount of business which it will 
actually transact will depend upon how 
liberally its affairs are administered. At 
the present time it does not appear 
likely that it will engage in any reckless 
orgy of lending Federal funds, and its 
principal difference as a source of credit 
from any existing private institution is 
that it will not be frozen into inactivity 
by current conditions which make it 
impossible to obtain loans even upon 
the soundest realty values. 

ON August 27, in a letter to Stewart McDonald, F.H.A. 
Administrator, Chairman Jones of the R.F.C. wrote as 
follows regarding insured mortgages bought by the 
mortgage company and then available for resale: 

‘‘Under the new Banking Act banks may invest in 
these mortgages, and such investments will not be re- 
garded as real estate loans. We feel that these mortgages 
also offer a desirable form of investment for institutions 
and fiduciary trusts. The greater their distribution, the 
more home building we will have, and the more we will 
contribute to national recovery.”’ 



Statements for Directors 

E board of directors is the final 
court of appeals so far as a bank is 
concerned. It is made up of the 

elected representatives of the owners, 
who are responsible for the progress and 
policies of the bank. Management’s 
responsibility is merely to adhere to 
such policies as the board of directors 
decides upon. The policies upon which 
the board decides are based on the in- 
formation received, much of which comes 
in the form of figures. It is therefore 
essential that such figures be complete 
and illuminative. Since there is not time 
at a directors’ meeting to analyze state- 
ments, they must be presented so that 
“he who runs may read.” 

Realizing the importance of this, one 
bank has a personal loose-leaf binder 
for each director, with the director’s 
name embossed on the front. These 
binders, which contain copies of the 
various statements described below, are 
handed to each director by the secretary 
before each meeting and are taken up 
when the meeting is closed. They are 
not permitted to leave the bank under 
any circumstances. 

The first statement is the daily state- 
ment as of the close of business the 
previous day, which is merely a copy of 
the statement used daily by the execu- 
tive officers. Such a statement enables 
the directors to ascertain quickly the 
position of the bank. It is divided into 
three main sections of assets and liabil- 
ities, namely: cash reserves, earning 
assets, fixed and sundry assets, deposits, 
sundry liabilities and reserves, and in- 
vested capital. A percentage is shown 
for each division, which is the per- 
centage of that division to total re- 
sources. 

The earning assets are divided be- 
tween local loans and outside invest- 
ments, and the deposits between demand 
deposits and time deposits. This ar- 
rangement of the daily statement, since 
it segregates important points such as 
cash position to deposits and the ratio of 
local loans and outside investments to 
those deposits, is a very logical grouping 
for the accounts of a bank. (Copies of a 
sample statement can be obtained from 
BANKING on request.) 

Another tabulation is given on the 

30 

reverse of the daily statement, so as to 
concentrate daily reports rather than 
have them coming to the executives on 
various small pieces of paper. The in- 
formation given on this reverse side 
would, of course, vary somewhat in 
different banks. Much of it, however, is 
fundamental and is needed by executive 
officers every day. Headings include 
reserve with Federal Reserve bank, 
liquidity, assets readily convertible, 
overdrafts, new loans, renewals and 
loans paid, activity, cash over and 
short, accounts opened and closed and 
bonds purchased and sold. 

The second item in this list, liquidity, 
is an important one to directors. Liquid- 
ity, however, should be understood to 

mean only the amount of cash which 
can be procured within 24 hours. It will 
ordinarily include cash, call money and 
commercial paper, bonds at market 
price and loans eligible for rediscount. 
In considering liquidity, however, it 
must be borne in mind that the figure is 
always more or less theoretical, for the 
reason that the market price of the 

METHODS AND OPERATIONS 

EACH month BANKING publishes the 
best available information on current 
problems of administration. The pur- 

pose is to furnish timely management 
counsel which can readily be adapted to 
the needs of individual banks. Discussion 
is invited on subjects considered. 

_ 

bonds would be affected by an imme- 
diate sale of any large amount. 

One of the principal objects of main- 
taining a desired percentage of liquidity 
is the adoption and continuance of the 
investment and lending policies, 

The third heading of those mentioned 
above is a statement of loans and dis- 
counts, showing new loans, loans re- 
newed and loans paid since the last 
meeting. These are classified according 
to whether such loans are secured, un- 
secured, personal loans, F.H.A. loans or 
mortgages. A complete list of the names 
and amounts in the matured note files 

—_orpP wm, 
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as of the date of the directors’ meeting 

is also included. 
The credit files of all loans made and 

renewed are in the directors’ room for 

reference. These credit files are complete 
and include, in the case of business 
organizations, analyses of both balance 

sheets and operating statements. In the 
case of secured loans the market value 

of security as of the previous day’s 

closing is given. The subject of credit 

files, although too broad to be con- 

sidered here, is mentioned to emphasize 
the fact that directors need complete 
and detailed information on all points. 
The mere reading of a list of loans made 
and renewed is certainly not sufficient. 
It has often been proved a mistake to 
believe that complete facts about cer- 
tain borrowers are familiar to all the 
directors because such borrowers are 
well and favorably known. 
A complete statement of the bonds 

bought and sold since the last meeting is 
also included. It gives the names of the 
bonds, par values and costs in the case 
of purchases or proceeds in the case of 
sales. In addition to this there is a com- 
plete list of all bonds held, divided 
according to the classification shown on 
thedaily statement— U.S. Government, 
Federal land bank bonds, public util- 
ities, railroads, equipments, industrials, 
municipals, foreign, investment trusts 
and defaults. 

This report shows the rating, book 
value and market value of each bond. 
If these bond statements are mimeo- 
graphed according to bond classification, 
it is only necessary then to type in the 
book and market values when needed, 
involving very little clerical work. A 
recapitulation of the classifications, 
shown on the first page of the bond 
statement, summarizes the amounts 
held in each classification and gives the 
total appreciation or depreciation from 
book value of the entire list. It also 
shows a comparison between the actual 
holdings and those which had been 
established by the board, the excess or 
deficiency for each classification being 
shown. The form of this recapitulation 
is shown on this page. 

This first recapitulation sheet also 
shows the maturities of the entire bond 
account in dollars and cents. Examina- 
tions can be made of the detailed list 
for any point upon which further in- 
formation is required. Since the bond 
market changes rapidly, eternal vigi- 
lance is needed in order to maintain 
desired ratios. Upon the directors 
evolves the responsibility for setting 
up those ratios. 
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Example of Bond Classifications 

STANDARD—— 

Percentages 

U. S. Gov- 

ernments. 

Federal 

Land Banks 

Utilities. ... 

Railroads. .. 

Amount 

3% 
15% 
15% 
5% 
15% 
10% 
1% 

180,000.00 

900,000.00 

900,000.00 

300,000.00 

900,000.00 

600,000.00 

60,000.00 

Equipments 

Industrials . 

Municipals. 

Foreign..... 

Investment 

1% 60,000.00 Trusts... . 

Defaults.... 

Total..... 100% $6,000,000.00 $6,149,725.45 

This form of statement further em- 
phasizes the point that the directors 
should be supplied with pre-analyzed 
statements, which will permit them to 
see the excess or deficiency from the 
standards which they have set up and 
therefore enable them to take such ac- 
tions as they may deem advisable, either 
bringing their holdings closer to the 
established ratios or else changing the 
ratios. 

The final statements included in these 
directors’ books are those showing in- 
come and expenses. While the particular 
bank in question shows these in com- 
parisons with pre-determined standards 
or budgets, other banks which do not 
work on standards could show the in- 
come and expenses in comparison with 
the preceding month or year. An im- 
portant point to be covered in the 
expenses, particularly in banks working 
on the receipts and disbursements basis, 
is that any commitments be shown, 
whether or not they have previously 
been voted by the board. 

On the form of daily statement men- 
tioned above the tellers’ overs and shorts 
are shown by tellers for individual days 
and for the period since last closing. The 
mere fact that it is known that such 
differences automatically appear in the 
directors’ reports has been proved to 
have a very good psychological effect. 
The same thing might be said of over- 
drafts. 

Recording the daily activity of the 
bank by number of items as well as by 
amounts permits the continual ascer- 
tainment of item costs of the various 
departments, in addition to showing 
the amount of the daily changes in 

35% $2,100,000.00 $1,949,321.95 

1,180,552.00 

1,217,446.25 

ACTUAL 

Amount Excess Deficiency 

$150,678.05 

183,885.00 3,885.00 

280,552.00 

317,446.25 

324,836.12 24,836.12 

540,445.00 

485,822.63 

112,710.00 

359,555.00 

114,177.37 

52,710.00 

43,720.00 

110,986.50 110,986.50 

$790,415.87 $640,690.42 

the various classifications of deposits. 
The use of individual books for the 

directors’ statements has proved advan- 
tageous in obtaining the active coopera- 
tion of the directors. Unquestionably the 
best managed banks are those whose 
directors are the most active. The 
necessity for a good managing head can- 
not be overemphasized, but concentra- 
tion of power in a single individual does 
not make for as strong a bank as if that 
individual is supported by a board of 
capable advisors. Giving complete state- 
ments to each director individually and 
keeping such statements bound in a 
personalized book creates a feeling of 
individual responsibility which makes 
for constructive work in the board. 

The forms of statements naturally 
will vary to some extent with individual 
banks. The principle, however, is the 
same—that directors should direct. Any 
board of directors which actually con- 
trols the policies of the bank must meet 
regularly at frequent intervals, certainly 
no longer than a week apart. In the large 
banks various committees, such as the 
executive committee, finance commit- 
tee, etc., take care of the details coming 
under their jurisdiction. As a matter of 
fact, committees, particularly one for 
the loans and discounts, are desirable in 
even the smaller institutions. The use of 
committees, however, does not relieve 
the other members of the board from 
their responsibilities, for the object of 
committees is merely to facilitate action. 
The entire board should receive com- 
plete information even when committees 
function. An active and competent 
board of directors is one of the best 
assets of a bank. 
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The Month 
On September 17 the new Philippine Commonwealth elected Manuel 

Quezon its first president. This is an important step in the withdrawal of 
the United States from the Far East. It was only a few years ago that A meri- 
cans envisioned a colonial empire. The illustrations at the left and beloy 
are from The Story of the Philippines by Murat Halstead, written 37 years 
ago. General Wesley Merritt was the United States’ first governor-genera| 

in the islands 
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Southern seas—islands that are east from the Atlantic and west from the Pacific 

shores of the One Great Republic—that we may personify hereafter, sitting at the 

head of the table when the empires of the earth consult themselves as to the courses 

of empire. Our Course of Empire is both east and west. 

The contact of American and Asiatic civilization in the Philippines, with the 

American army there, superseding the Spaniards, will be memorable as one of the 

matters of chief moment in the closing days of the nineteenth century, and remem- 

bered to date from for a thousand years. It is my purpose to write of this current 

history while it is a fresh, sparkling stream, and attempt something more than the 

_ recitation of the news ‘of the day, as it is condensed and _ restrained 

in telegrams; to give it according to the extent of my ability and the 

WIDE WORLD 

As America relinquishes her Asiatic colony, the desire for colonial expansion is 
an acute issue elsewhere. Above, the League Assembly at Geneva striving for a 
peaceful settlement with Italy. Below, a group of foreign military observers 

watching war games in France 

The Hayden Planetarium is opening in 
New York. It is one of four in the 

United States, the others being the 

Adler Planetarium, Chicago, the Grif- 

fith Observatory, Los Angeles, and the 

Fels Planetarium, Philadelphia " . 

WIDE WORLD 
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The Condition of BUSINESS 

tween Congresses. With minor setbacks, the general 
movement in steel, building and other major lines is 

definitely upward. On the banking side, the amount of credit 

now available is truly prodigious, judged by all past history. 

If the questions of Government borrowing and the price of 

Government bonds and the abnormally low interest rates 

now prevailing did not intrude themselves so persistently 

the banking picture would be highly satisfactory. 
A total of almost eleven and a half billion dollars in cash 

and reserves of commercial banks is shown by the latest call 

report. Aside from the impressive strength revealed in these 
figures, it seems impossible that such a vast quantity of 
pent-up credit will not, in time, have a profound influence 

on the future business of the country through sheer pressure 
of dollars seeking profitable employment. 

Fear and uncertainty have almost disappeared, although 
they are probably dormant and may easily be aroused. In 
any event, they no longer dominate the thinking and plan- 
ning of careful production managers and purchasing depart- 
ments as they have for several years. 

Piven c is taking full advantage of the respite be- 

Some thoughtful observers still find it hard 
to believe their eyes as they see confidence 
apparently rising like a phoenix from the 

Supreme Court decision of May 27. They cannot reconcile 
general recovery with a rapidly increasing Federal deficit, the 
existence of much vital legislation of doubtful constitution- 
ality, the absence of a clear declaration of the purposes of the 
Federal Government, serious unemployment, the spread of 
social unrest, and the approach of an epochal election. They 
feel, under the circumstances, that bright business prospects, 
no matter how plainly visible, must be a mirage. 
A great deal is being said about the natural forces of re- 

covery, about demand catching up with supply, consump- 
tion outrunning production, and various tangible proofs of 
an expanding trade volume throughout the country. Yet, 
one of the greatest of natural forces at this time is a deep 
sense of relief and a disposition by business to take the 
President at his word and start breathing again. 

SEEMING 

PARADOXES 

There seems to be little inclination to distinguish between 
the forces which are said to be natural and those which are 
artificial. Actual developments in the industrial and finan- 
cial world have been a potent reason for increasing confi- 
dence. Earnings of the principal manufacturing corpora- 
tions for the first half of the current year have averaged 
about 18 per cent above the same period of 1934 although 
that part last year included a considerable boom which later 
collapsed. 

This year industrial activity fell off during the 
Summer less than normally expected. Industrial 
activity in July was above that of June in spite 

of the season. Much of the increase, moreover, has been in 
the heavy industries. Building contracts in August were 61.7 
per cent above those of August 1934. Residential building 
contracts in the first seven months of the year amounted al- 
most to the total for the whole of last year. Machine tool 
orders in the month of July ran nearly 20 per cent over the 
1926 index average, the highest since 1929, and 31.5 per cent 
over the previous month. The National Machine Tool 
Builders Association held what is considered the most 
successful exhibition in the history of the industry during 
September in Cleveland. 

Steel operations have continued above the seasonal level 
and in September went above half capacity—a contra-sea- 
sonal rise forecasting increased activity in many other lines. 
In September the American Rolling Mill Company declared 
its first dividend in four and a half years and half a dozen 
other corporations resumed dividends after a similar period 
of dividend drought. Myron C. Taylor said at a meeting in 
Pittsburgh that U. S. Steel was spending $140,000,000 for 
plant betterments and changes. 

Improvement in the statistical position of business has 
come in spite of many interferences and discouragements. 
To some extent, of course, it arises from the prospect of the 
highest income for agriculture secured in several years, due 
to artificial price and volume controls. Also, to some extent, 
business anticipates the relief and other expenditures of the 
Federal, state and municipal governments. 

A GOOD 

SUMMER 

Particular Earning Assets as Percentages of Total Loans and Investments 
(Weekly reporting member banks in 91 cities as of September 4; 000,000 omitted) 

Nik, Phila- 
delphia 

Total Boston 

Loans and  investments— 

$18,614 $1,135 $8,435 $1,081 
15.9 16.6 20.8 16.8 

To brokers, etc., N. Y.... 4.4 3 : 1.4 
To outside N. Y 9 ; : 1.2 

To others 10.6 3: , 4. 
Acceptances and commercial 
paper..... 0 

Loans on real estate ? : : 4 
Other loans ; «i , cs 
U.S. securities... .... 9 

2 
5 

Securities guaranteed by U.S. 
Other securities 
Ratio of total net primary 
Teserves to net demand de- 
posits—Per cent 

October 1935 

Cleveland 

$1,261 
13.2 

Minne- Kansas Dallas San 
apolis City Francisco 

Rich- Atlanta Chicago St. 
mond Louis 

$352 $338 $2,178 $559 §$ 
3.9 §2,1 10.5 10.5 
0.0 0.0 05 0.0 

9 1.4 
11 9.0 o 

$608 Lh Ne $1,898 
9.0 
0.0 

Arowns $.3 

i. 
18. 
17. 
30. 
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From the widespread nature of the recovery, 
however, it is evident that it is coming more as 
a result of accumulated demand for goods after 

five years of self-denial and the gradual absorption of indi- 
vidual and public supplies of all sorts of goods than by rea- 
son of any special stimuli. This is indicated in part by 
the number of large concerns which have announced ex- 
tensive replacement programs, but the more convincing 
feature is the demand from the public at large for all sorts of 
goods ranging beyond those for immediate consumption into 
the realm of long term buying, as in the case of new homes, 
the repair and modernization of existing residences, and in 
home and personal convenience equipment, such as refrig- 
erators, air conditioning apparatus, oil burners, radios and 
automobiles. 

Unemployment casts a sombre shadow over the whole pic- 
ture. The report of F.E.R.A. for May released in September 
showed 16 per cent of the nation’s population still on relief 
at the beginning of Summer although there had been a drop 
of 6 per cent in cases on the relief roll since the peak in Jan- 
uary. This decline, according to the report, was due “pri- 
marily to seasonal factors.”” More unskilled workers have 
found employment, but the “white collar” group has been 
growing. Perhaps the most discouraging feature of this situ- 
ation is a feeling on the part of the relief authorities that a 
considerable portion of the people now on relief will remain 
there indefinitely. 

WIDE 
DEMAND 

From the standpoint of artificial as opposed 
to natural forces, business will receive a tre- 
mendous stimulus from Federal spending, 

within the next three or four months. One danger is that this 
may bring about a temporary boomlet followed by a reac- 
tion. The general disposition among business men seems to 
be to discount the probable stimulation of consumption re- 
sulting from the Government’s program. While using it as 
far as it may go they take a longer and broader view and 
rely on fundamental conditions and long term prospects. 

The policy adopted by the Federal authorities looks to the 
expenditure of a large part of the $4,880,000,000 relief fund 
in the course of the next five months very much along the 
lines of the Civil Works Administration of 1933-1934. Ac- 
cording to the allotment of funds agreed to in mid-Sep- 
tember the Federal portion of the public works program will 
be greatly restricted, the sum set aside for such purpose be- 
ing placed at $427,000,000 instead of the $900,000,000 origi- 
nally allowed for it. P.W.A. housing expenditures will be 
confined to projects already in hand. 

FEDERAL 
SPENDING 
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Roughly estimated, $2,700,000,000 will be spent at the 
rate of about $600,000,000 a month in addition to the slower 
expenditures upon public works. The P.W.A. program may 
be larger than is thus indicated since its expenditures are to 
be on the basis of 45 per cent contribution from the Federal 
Government as against 55 per cent furnished by the states or 
their subdivisions. P.W.A. projects submitted for a share of 
the great relief fund approximated 11,000. 

There was a sharp drop in the activity of the 
capital market during August. In view of 
the fact that July was an exceptional month, 

the decline in August represented a digestive period. The 
let-down was also partly seasonal. The August financing ap- 
pears low when compared with July, but it was by far the 
second best month for corporate financing since June 1931. 

The outlook for new financing is good. Refundings will con- 
tinue on a large scale. Industry is beginning to make invest- 
ments in plant and equipment. No doubt, strong companies 
that have large cash balances created by the post- 
poned replacement of amortized capital will finance them- 
selves. But as business expands, the weaker companies who 
cannot sell securities now will improve their credit position 
and thus be able to obtain new capital. 

There was no change in the short term money rate struc- 
ture in August, except in the category of Treasury bills. 
However, Treasury bills really constitute the short term 
money market today, because of the failure of the commer- 
cial markets to revive. During the last month, the rate rose 
and stood at .18 on September 7, as compared with .07 on 
August 10. The avoidance of much competitive bidding, the 
failure of the F.F.M.C. issue, the weakness in Government 
bonds, and the rising volume of business are the basic factors 
responsible for the higher yields. 

The most important feature of Treasury financing during 
August was the offering of $100,000,000 of 27% per cent 
Treasury Bonds. Sales of United States savings bonds ac- 
counted for a further addition to the outstanding Govern- 

ment bonds. The past month in all likelihood marked the 
completion of the retirement of the circulation privilege 

bonds. Treasury notes outstanding showed a slight decrease 
and Treasury bills declined as the policy of retiring a portion 

of the maturing bills with cash continued. The Treasury 
balance declined during August by $314,000,000 as general 

expenditures exceeded receipts by $79,000,000, the expendi- 
tures of trust and contributed funds exceeded receipts 

by $148,000,000, and the gross debt was reduced by 

$87,000,000. 

FINANCING, 
REFUNDING 

BANKING 
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Total loans and investments of the 
weekly reporting member banks increased 
by $123,000,000 between the dates of 

August 7 and September 4. The Boston, Philadelphia, 
Cleveland, Minneapolis, and San Francisco districts re- 
corded small decreases while the others increased slightly. 
Loans on securities, acceptances and commercial paper, and 

real estate loans contracted slightly, while other loans, 
U. S. Government obligations (direct and guaranteed), and 
other securities expanded. 
The Chicago district reached a new high for United States 

securities expressed as a percentage of total loans and in- 
vestments, the relative rising from 53.1 per cent to 53.2 
per cent. The Cleveland district, which holds almost as 
many Government securities proportionately, showed a 
percentage contraction from 51.8 per cent to 51.4 per cent. 
The relative holding of Governments decreased in Boston, 
Philadelphia, Richmond, St. Louis, Minneapolis, while San 
Francisco, Atlanta, Kansas City and Dallas showed de- 
creases, and New York remained unchanged. 
The fact that Government direct and guaranteed securi- 

ties represented 44.5 per cent of total loans and investments 
indicates the extent to which the banks have cooperated 
with the Treasury. Such a large stake in the Government’s 
credit explains the concern many bankers exhibit because 
of the failure to balance the budget. 
Loans on securities as a percentage of total loans and 

investments rose in Boston, Philadelphia, Cleveland, St. 
Louis, Minneapolis, and fell in New York, Richmond, At- 
lanta, Chicago, Kansas City and Dallas. San Francisco 
remained unchanged. 
Relative to total loans and investments, obligations fully 

guaranteed by the U. S. Government increased in all dis- 
tricts, except Boston which showed no movement. Richmond 
showed the largest expansion from 7.5 per cent to 9.7 per 
cent. Other securities as a total showed no percentage 
change, but they expanded in New York, Philadelphia, 
Richmond, Chicago, Minneapolis, and contracted in Boston, 
Cleveland, Atlanta, St. Louis, Kansas City, Dallas and San 
Francisco. 

LOANS AND 
INVESTMENTS 

In relation to total loans and investments, other 
loans as a whole increased. The expansion took 
place in Boston, New York, St. Louis, Minne- 

apolis, Kansas City, and San Francisco. Declines were re- 
corded in Philadelphia, Richmond, Atlanta, and Chicago. 
Dallas and Cleveland showed no change. 
Acceptances and commercial paper as a percentage of 

OTHER 
LOANS 
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Bank Debits 

THERE was a reaction in the bank debits index (see 

charts above) for the Boston district and also the 
Dallas district, principally as a result of the huge ex- 
pansion which took place in July. There were quite 
sharp increases in the midwestern agricultural dis- 
tricts during August, as compared with July, princi- 
pally as a result of the larger marketings of crops. 
Due to the fact that crops have been later this year 
than usual, marketings were smaller during July but 
have increased more than is seasonally normal during 
August. This situation was particularly reflected in 
Minneapolis, Kansas City and St. Louis. The princi- 
pal factor causing the greater than seasonal decline 
in New York (excluding New York City) was the un- 
favorable weather conditions which handicapped re- 
tail trade. 

The combined index for the United States as a 
whole remained practically unchanged from that re- 
corded in July, but it is evident that were it not for 
the sharp reaction that occurred in the Dallas and 
Boston districts, the index would have shown a 
material increase. 

total loans and investments registered only minor changes. 
The insignificance of these figures reflect the failure of the 
commercial paper markets to revive. 

Loans on real estate showed little movement one way or 
the other. Their relative importance in total loans and in- 
vestments is 5.1 per cent. Six districts show a higher figure 
and six are below the average. However, the San Francisco 
district with a percentage of 18.1 per cent reached a new 
high; this territory has more than twice as many real estate 
loans as any other. 

The ratio of total net primary reserves (cash plus member 
banks’ balances) to net demand deposits indicates the cash 
base of the reporting member banks. For all banks, this ratio 
continued to increase, reflecting largely the influence of the 
Government’s use of the gold profit in retiring the circulation 
privilege bonds. This figure is so high at present that it is 
practically nominal. With the exception of New York, 
which remained unchanged, the ratio showed increases in 
all districts, except Chicago, St. Louis, Kansas City and 
Dallas. 
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Legislative 

Geography 

F Federal legislation on banking and kindred matters, 
as reflected by voting in the Senate, during the past 
score of years or so has geographical coloring, a com- 

posite map would certainly show all the shades of the rain- 
bow. There is a general popular impression that most of this 
legislation has received its chief support from radical ele- 
ments in the southern and western sections of the country, 
and to some extent such is the case. It is probable, however, 
that senatorial voting is more a matter of politics than 
geography. 

Recurring swings of the political pendulum between sec- 
tions of the nation bring into power new leaders favoring 
new legislation, although it may be uncertain whether lead- 
ers are the cause of new legislative movements or new legis- 
lative movements the cause of new leaders. There is nodoubt 
that the two interlock and react upon each other and, 
whether cause or effect, there is a rather distinct geographical 
cast to the inception of banking legislation which reflects 
these political conditions. 

This geographical cast applies to the inception rather than 
the final enactment of financial legislation. It will generally 
be found upon examination of the record that while agita- 
tion for financial legislation has usually risen in the agricul- 
tural sections, the legislation as finally passed has been 
supported without much regard to geography. 

In other words, in the cooling process of Senate consider- 
ation, conservatism has generally had enough influence to 
adapt radical agitation for conservative purposes, or at least 
for purposes reasonably acceptable to conservatives in view 
of the circumstances at the time. It is also to be noted that 
legislation which was considered radical at the time it was 
enacted has in many cases come to be considered conserva- 
tive in the light of experience and in the face of new proposals. 

The original Federal Reserve Act passed at the end of 
1913 is now considered a conservative piece of legislation, 
yet the record shows that it was passed largely through the 
support of the South and West and in the face of opposition 
from the conservative East and North. Most of New Eng- 
land and the northern states opposed the legislation outright 
or divided their support. Most of the southern and western 
states voted for it. Nevertheless there were holes in both 
support and opposition from a geographical standpoint. 
Such widely different geographical and political bed- 
fellows as New Jersey and California supported the 
measure; New York and Pennsylvania and Idaho and 
Wyoming opposed it. When the original act for the establish- 
ment of the land bank system was passed in 1916, its sup- 
port came almost entirely from the southern and western 
states, while the financial East held out against it. This 
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EES YEAS 

NAYS 

NOT VOTING 

[—] UNSETTLED 

Votes not shown= (general ticket): Md.,2 yeas 

FEBRUARY 8, 1791—THE U. S. BANK 

Above is shown the vote of the House of Representa- 
tives of the First Congress, third session, on the “act 
to incorporate the subscribers to the Bank of the 
United States’’. The House vote was: yeas 39, nays 20, 
not voting 6. (From the Carnegie Institution’s “Atlas 
of the Historical Geography of the United States”) 

might have been expected, but the peculiarity of the oppo- 
sition was that it came mostly in silent disapproval. When 
the bill passed the Senate there were 33 Senators present who 
failed to vote either way, six states giving no voice whatever 
in the matter. 

Probably no measure in Congress affecting banking pro- 
voked more heated discussion and opposition than the Bank- 
ing Act of 1933 except, perhaps, its successor, the Banking 
Act of 1935. The act of 1933 in its final form, which involved 
the most controverted provisions, passed Congress without 
a record vote. There was no record vote in the Senate on any 
phase of the measure. The explanation for such a course of 
events lies in the methods by which controverted legislation 
is often handled in and between the two houses of Congress. 

Support and opposition of and to various features of many 
measures fight their battles out mostly in committee. The 
positions of the several groups come to be definitely known 
and therefore become the subject of barter or log-rolling 
reaching the compromises which characterize the final 
measures. In the Banking Act of 1933 the chief points of 
difference between the groups and, as it so happened, be- 
tween the two houses, were with respect to the deposit 

BANKING 
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FEDERAL RESERVE ACT 1935 CENTRAL BANK AMENDMENT 

THE SENATE VOTE. In the maps on this page and the next, a state is represented as 
voting either yea or nay even if only one of that state’s Senators voted, the other being 
absent. In the case of states shown as having a divided vote, one Senator actually voted 
for and one against the measure. No record vote was taken in the Senate on either the 
1933 or the 1935 banking measures, but in the upper right-hand corner of this page is the 
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As in the maps on the preceding page, a state’s vote in the Senate is here represented as 
either for or against a measure if only one of that state’s Senators voted for or against, 

the other being absent 

insurance feature and those provisions which, in connection 
with deposit insurance, proposed to force all banks into the 
Federal Reserve System. These differences were compro- 
mised by arranging for a temporary insurance system in 
such a way as to postpone for a year, and later for still an- 
other year, the issue of compulsory Reserve membership, 
while other points not acceptable to certain groups were 
traded upon to reach a general agreement. 
When the general compromise was reached by conferences 

between leaders and by the conference committees of the 
two houses the bill was passed viva voce. The bill as passed 
undoubtedly represented the desires of the South and West 
rather than the financial East, but any geographical repre- 
sentation of that fact would be difficult to present for the 
simple reason that the East finally quite generally supported 
the bill. Similar observations apply to the Securities Ex- 
change Act passed in June 1934. 

Such legislation as the original Home Loan Bank Act and 
later modifications in the Home Owners’ Loan Corporation 
and the Federal Housing Act had no geographical signifi- 
cance. There was opposition to these measures but it was 
largely of the silent variety. The Home Owners’ Loan Cor- 
poration Act was passed by the House of Representatives 
by 383 affirmative and only 4 dissenting votes—these widely 
scattered and representing local opposition to particular 
features of the bill. However, there were 33 Representatives 
present who did not vote. The bill was passed in the Senate 
viva voce. In legislation of this sort details are worked out and 
agreed to by leaders concerned and the two bodies of 
Congress accept the result. The housing bills were passed 
with only a little opposition, which represented some local 
interests without national significance. The vote for one of 
them was typical of all of them. 

*“EMERGENCY LEGISLATION ” 

IN such legislation as the Bank Conservation Act and the 
National Industrial Recovery Act, geography had little to 
do with the vote. The legislative situation was dominated 
by a national emergency or a national hysteria which broke 
down political and geographical lines, and opposition to the 
measures was scattered, depending more upon personal 
politics or idiosyncrasies than upon any geographical or 
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sectional considerations. When it comes to a measure like 
the Gold Reserve Act of 1934, the consideration of a fait 
accompli influences action. Eastern interests generally op- 
posed departure from the gold standard, but since the step 
had already been taken many eastern statesmen felt that 
the best course possible was to bring the situation to book and 
regularize it so far as possible. Hence an investigator finds 
conservative New York and Massachusetts supporting the 
passage of the act. 

In other banking legislation support has been based on 
politics rather than on the merits of the case, and it has been 
geographical only insofar as politics has been geographical. 
In practically all cases opposition or support has been cen- 
tered upon particular features of the bills offered rather than 
to the legislation as a whole. The real position of states and 
their statesmen on legislation affecting banks, banking or 
finance has been indicated more in the stand taken as to 
these particular features than upon the legislation as finally 
completed. Such position is developed in committee workor 
hidden in the personal conferences, trades, log-rolling and 
compromises which characterize the work of both houses of 
Congress. 

VIVA VOCE DECISIONS 

IT would be unfair to intimate that laws are enacted in 
Congress, especially in the Senate, without a record vote 
because of any desire on the part of legislators to avoid 
going on record. On the other hand it would be less than the 
truth to indicate that such a practice is not followed in many 
cases. 

With respect to some measures the list of legislators 
present but not voting is rather impressive. Usually viva voce 
votes on bills are taken as a means of saving time. The pos!- 

tion of Senators is known to their colleagues. In most cases 
it is known whether or not a measure will pass, and where 
the result is known in advance there is little advantage in 
insisting upon a record vote. : 

In some respects the Senate, as the final arbiter in legis- 

lative matters under present political conditions, is a gentle- 

men’s club in which Senatorial courtesy rules in a manner to 

render legislation more a matter of a gentleman’sagreement 
than a show of contending national political forces. 
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Government Banking 

Washington, D. C. 

OBERT V. FLEMING, First Vice-President of the 
R American Bankers Association, and Jesse Jones, Chair- 

man of the Board of the Reconstruction Finance Cor- 

poration, are agreed that the Government must continue in 

the banking business until the banks of the country enable it 

to get out. Mr. Fleming regards the present Government 

banking situation as inevitable. Mr. Jones regards it as 
mandatory under the law. In an address before the annual 
convention of the Financial Advertisers Association in At- 

lantic City on September 10, Mr. Fleming said: “We often 
hear complaints against the Government participating in 
business. Let us then make it possible for the Government 
toget out of business. . . . The banks are now in a position 
to serve the public better than ever before. The Govern- 
ment necessarily took over some of their functions during 
an emergency, aiding the people of the country where pri- 
vate institutions could not. Many of the agencies established 
by the Government as temporary organizations are still 
functioning and will have to continue until we bankers take 
over their work.” 

Mr. Jones ran up against criticism of an 
R.F.C. loan to establish a paper and pulp 
mill in Arkansas—a really notable under- 

taking which involves not only the construction of mills but 
the founding of a complete town of perhaps 3,000 inhabitants 
with all modern equipment and conveniences. The criticism 
was based on the idea that in making such loans the Govern- 
ment, through the corporation, was competing with private 
capital. “Every governmental loan competes with private 
capital,” said Mr. Jones in reply. “It is for Congress to de- 
termine how long it wishes such loans to be made. There are 
always objections to loans. We administer the law and try 
to do it scrupulously.”’ Asked the reason why private capital 
for such loans was not available, Mr. Jones said, “We 
wonder why ourselves. Banks do not seem to want to make 
industrial loans at this time.” 

In the meanwhile the banking operations of the Govern- 
ment, as distinguished from its outright grants or gifts for 
relief, public works, and rehabilitation enterprises, are in- 
creasing. Between the last of March, when what might be 
called the Summer schedule of loans begins, and the first of 
August loans of these Government agencies increased by 
$504,235,715 to a total of $8,147,398,644—equal to 54.3 per 
cent of the loans outstanding of all commercial banks in the 
United States at last accounts, or to 39.9 per cent of out- 
standing loans of all banks, including mutual savings. 

It is uncertain how much of these loans might have been 
bankable. Nearly half of the increase—$241,718,604—was in 
loans of the Federal land banks, the Federal Farm Mortgage 
Corporation, the Home Owners’ Loan Corporation and 
banks for cooperatives, most of which can be ruled out as 
hankable credits, although loans to cooperatives in large 
part might have been in the bankable class. Loans of the 
P.W.A. increased by $32,211,268 net, in which there was a 
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slight increase in loans to railways which might be debatable 
as possible bank credit. The rest was in advances to states 
and their subdivisions, which may offer banks opportunities 
in other lines. There was an increase of $65,373,860 in loans 
to the Tennessee Valley Authority and its satellites and a 
half dozen other Government enterprises, most at least of 
which can be ruled out. 

The other chief item of increase was in loans to the Com- 
modity Credit Corporation, with which must be associated 
the Reconstruction Finance Corporation. Loans of the R.F.C. 
practically stood still in the four month period, an increase 
of only $112,096, but this slight increase was in the face of 
repayments of previous outstanding loans of $297,588,817. 
The largest single item in this total of repayments was that 
of banks, followed by mortgage loan companies, building and 
loan associations and insurance companies. The bulk of these 
repayments was applied to new loans to the Commodity 
Credit Corporation to cover advances to farm cooperatives 
on cotton, which increased in the period by $191,501,666. 
This increase represents business which, with a little fore- 
sight on the part of Government and banks, might have 
gone to the latter, as is amply demonstrated by the fact that 
it represents business taken from them. 

At the beginning of the 1934-1935 cotton crop 
season the Government agreed to lend 12 cents 
a pound on cotton for the purpose of maintain- 

ing prices, but while it agreed to do so it was not called upon 
at once to carry out the agreement. The fact that the Gov- 
ernment, through the Commodity Credit Corporation and 
the R.F.C., has been ready to lend at that rate has justified 
banks in making advances to farmers and their cooperatives 
on their cotton at substantial rates, and most of the time 
during the past year the banks have done most of the lend- 
ing. In many cases banks made advances to owners of cotton 
which later were submerged in R.F.C. loans at a higher 
valuation of the cotton. At the close of last year’s season in 
July 1934 the R.F.C. had approximately $140,000,000 out- 
standing on cotton which gradually increased to $148,000,000 
at the end of October. Large sales, readjustments with banks 
taking larger loans and other arrangements brought its net 
outstanding advances down to $26,000,000 by the end of 

November and the net advances ranged between $30,000,000 
and $50,000,000 until May. During this period, apparently, 
commercial banks carried upward of $200,000,000 in cotton 
loans. With the necessity of renewing all loans under the 
Government’s 12-cent agreement in June, however, the 
R.F.C. advances suddenly shot up to a net of $144,000,000 
with further heavy advances in July. Loans by commercial 
banks fell off accordingly. On September 1 cotton held under 
the 12-cent loan agreement amounted to 4,450,678 bales 
pledged for a total of $271,482,923. Of this amount 3,768,720 
bales were held solely by the Commodity Credit Corporation 
for the R.F.C. and 681,958 bales were held by banks against 
loans of $41,422,393, which had the corporation’s and there- 
fore the Government’s guaranty. 

FEDERAL 

COTTON 
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NUMBER AND DEPOSITS OF INSURED AND 
UNINSURED COMMERCIAL BANKS. OCTOBER 1.1934 
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Possibly as soon as the Government’s 
cotton loan policy is firmly fixed so that 
banks can rely upon it much of these 

loans will return to the banks. At all events it seems plain 
that with a little manipulation there ought to be perhaps 
$200,000,000 in cotton loans that would be available for 
bank portfolios. 

The new crop arrangement may offer further opportunities. 
The proposal of the Government to lend up to 10 cents a 
pound on the new crop is likely to follow the same course as 
that of the past year. The R.F.C. has set aside $100,000,000 

for loans on the new crop, but Chairman Jones has expressed 
the opinion that most of the fund will not be called for, since 
it is expected that this year’s crop will move normally into 
consumption in view of the fact that the Government will 
hold all old cotton now under its control until it can be sold 
for 12 cents a pound plus carrying charges—at present ap- 
proximately 1314 cents per pound. 

The other phase of Government banking is of immediate 
bank interest. The small net outlay of the P.W.A. in the 
past four months is due to sales of state and municipal 
securities held by it to the R.F.C. as a medium through 
which they can be sold to the investing public. Altogether 
the R.F.C. had purchased from the P.W.A. up to the first of 
August 662 issues of state and municipal securities with a 
face value of $216,639,000. It had sold $85,902,100 of these 
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IN BANKS 

This chart is taken from the 
annual report of the F.D.I.C. 

securities at a premium of $2,657,066. Securities in the 
amount of $22,162,450 were collected at par, partly through 
refunding by the obligators, and $108,574,450 are still held 
for sale. The corporation has already agreed to purchase 
$112,030,250 of other such securities in the near future which 

it will also offer for sale. Banks, accordingly, can participate 
in this financing by the investment route. 

With all the shifts and sharing of loans possible, however, 
the fact remains that the Government is increasing its loans 

to both public and private interests in the face of constantly 
decreasing volume of bank loans outstanding. It seems to be 
up to the banks to decide when and how they are to take over 
the far-flung banking business that is now being conducted 
by the Government. 

The Federal Credit Unions apparently were tied 
to the Farm Credit Administration as a matter of 
legislative convenience, since it seems probable 

that they will serve town dwellers more than farmers. They 
are cooperative thrift and loan associations designed to en- 
able their members to save and borrow with a minimum of 
trouble in the one case and expense in the other. However, 
membership in a union is confined to persons having a com- 
mon bond of occupation or association, and while this applies 
to farmers as well as others the former are not only individ- 
ualistic but also scattered. At all events the union idea seems 
to be catching. 
Up to the first of September 563 charters had been is- 

sued credit unions by the Governor of the F.C.A. They had 
over 60,000 members and in the nine months of their opera- 
tion ending June 30, marking their start from nothing on the 
first of October last year, they had loaned $776,000. Their 
catholicity is indicated by the fact that among charters 
granted in August were those to local groups of employees of 
two great oil companies, a great department store, a rubber 
manufacturing company, a packing company, one of the 
greatest electric equipment companies, one of the largest 
chain bank organizations and the Farmers’ National Grange 
in Chicago. 

CREDIT 
UNIONS 

Since the banking authorities of the State of 
New York have ruled that no banks in that 
commonwealth may pay over 2 per cent interest 

on time deposits after October 1, the depositories of postal 
savings are up against a hard proposition—in fact, they will 
have to give up some $50,000,000 of postal savings funds 
which they have been holding. It is quite probable that most 
banks concerned will not worry about the matter very much, 
since the Post Office Department still demands 2) per cent 
interest and 110 per cent collateral security for the deposits 
at a time when few banks can earn any money under the ar- 
rangement. 

Banks in all parts of the country have been giving up 
their postal savings deposits for nearly two years. The situa- 
tion is indicated by the fact that even as late as June 1934 
all banks in the deposit insurance system held $661,327,000 
of postal funds. On June 29 last they held only $372,941,000, 
—$242,300,000 in national banks, $64,303,000 in state mem- 
ber banks and $66,338,000 in non-member banks. 

GEorGE E. ANDERSON 
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Social Security and the Banks 

ongress has double-barrelled pos- 

sibilities with respect to the banks, 

getting them both coming and going by 
taxing them and cutting into their 

business. 
Every bank with eight or more em- 

ployees is brought within the scope of 
the unemployment insurance feature 
of the new law. 
This portion of the act is designed to 

encourage, if not to force, the establish- 
ment of state unemployment insurance 
systems, and the states are allowed the 
widest latitude in such enterprises 
formed with the aid of, and in accord- 
ance with, the general plan of the Fed- 
eral Government. The latter’s part in 
the plan is to collect funds on a national 
basis, apportion them to the states and 
grant the states subsidies for the ad- 
ministration of the systems they es- 
tablish. 
The amount of subsidy to be granted 

for the rest of the current year was to 
have been $4,000,000 and for next year 
and thereafter $49,000,000. These ap- 
propriations failed of passage because 
the third deficiency appropriation bill 
was talked to death by the late Senator 
Huey Long, but they will be made 
promptly upon the reassembly of Con- 
gress in January. Employers will pay 
the tax whether or not their employees 
are protected by a state unemployment 
insurance system. Naturally, employ- 
ees will see to it that their respective 
states will soon have adequate unem- 
ployment insurance machinery to give 
them full advantage of the law. 

OLD AGE PENSIONS 

COMMENCING with 1937, banks and 
other firms employing eight or more 
persons will be called upon to pay 
funds into the contributory old age 
pension system. So also will their em- 
ployees. 
The particular rub in this old age 

pension system, aside from the tax upon 
employers who receive no benefit from 
It, comes in cases where employers have 
already established old age pension sys- 
tems of their own. A large proportion 
of the great corporations now maintain 
Some sort of a retirement system for 
their employees, some of them most 
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liberal. Many moderate sized business 
organizations follow the practice. Most 
of the large banks have systems of this 
kind and even banks of medium size care 
for their employees in one way or an- 
other as they become superannuated in 
their service. The Federal authorities 
have no data as to how many banks 
have permanent retirement plans in 
operation, but it is known that the 
number is considerable. In many cases 
such plans represent an important in- 
vestment on the part of the institution, 
and in the case of the large corpora- 
tions these investments run into many 
millions of dollars. 

It was the question of whether em- 
ployers who have established such re- 
tirement systems should be allowed to 
continue their present plans or should 
be brought into the governmental 
system that for weeks divided the two 
houses of Congress. As the law was 
finally passed the private systems 
must give way to the Government sys- 
tem, but passage of the act was agreed 
to only upon the understanding that 
the question would be brought up for 
further consideration in the session of 
Congress which commences in January. 
It seems to be a fifty-fifty proposition 
whether the private pension systems 
will be given a chance. 

If the law remains as it now is, banks 
and other corporations maintaining 
their own pension plans will be called 
upon to wind them up and pass under 
the Government plan. Where such 
systems have involved employee par- 
ticipation in establishing the necessary 
reserves this will be a difficult matter. 
In any event the liquidation of the 
private pension schemes will involve an 
important shift of bank funds in many 
cases which may or may not be of 
advantage to the banks but will cer- 
tainly not give employees the benefit 
of their accumulated service. Perhaps 
the more important phase from the 
standpoint of all banks, however, is the 
fact that the break-up of these private 
pension systems will mean the break-up 
of large trust funds held by banks for 
corporations now maintaining their own 

retirement systems. Many corporations 
operate their own pension trust funds, 
others operate through the great insur- 
ance companies, while others prefer to 
delegate this work to their banks. 

There is another aspect of the social 
security system as a whole which may 
well engage the attention of banks and 
all other financial institutions. The 
funds both for the unemployment insur- 
ance system as operated by the state 
governments and for the old age pension 
system operated by the Federal Gov- 
ernment, are to be paid to the Treasury. 

SIZE OF THE FUNDS 

IT requires very little figuring to real- 
ize that these two systems involve im- 
mense trust funds centered in the Treas- 
ury. Excluding farm labor, domestics 
and casual workers who are not covered 
by the law, the old age pension system 
is expected to apply to about 25,000,000 
persons and by 1950, when the system 
will be in full operation, to involve a tax 
of $1,877,200,000 annually. It is calcu- 
lated that by 1980 when the full impact 
of the system will be felt in the attain- 
ment of the retirement age by young 
workers now being brought under the 
system, the reserve fund will amount to 
approximately $46,000,000,000. The un- 
employment system, with the exclusion 
of the classes above indicated, is ex- 
pected to cover 25,744,000 workers and 
to involve an annual tax of $826,000,000 
with a reserve fund which in prosperous 
years will reach an impressive total. 

These funds must be invested, for the 
most part, if not entirely, in Govern- 
ment securities. The proponents of the 
law seem to have been rather optimistic 
in planning for an income of 3 per cent 
a year from such investments, but, aside 
from a little detail like that, an observer 
can only wonder at the probable effect 
upon American finance of a trust fund 
which in a few years will be sufficient to 
pay the entire public debt of the United 
States. Within the next two or three 
years these reserve funds will become 
competitors with the banks for the 
Government securities which are now 
not only the first line of reserves of the 
banks but also the immediate founda- 
tion for the greater part of the national 
currency. 
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The Mechanization of Trust Work 

By WILLIAM J. WEIG 

Assistant Secretary, Guaranty 

Trust Company of New York 

MALLER banks frequently report 
that it requires large activity to 
mechanize the trust department. 

This statement is not absolutely cor- 
rect, for it is generally based upon the 
opinion that the equipment would 
stand idle for the greater part of the 
day. The secret of mechanizing a small 
trust department is in making one 
machine do more than one piece of 
work. Generally a minor change in the 
bookkeeping or accounting system 
would permit such a multiple applica- 
tion. To mechanize a department means 
to increase its efficiency of routine oper- 
ations, and also to build a flexible 
foundation for future expansion. 

It has often been said and written 
that we are living in a machine age, an 
era which has seen the development of 
machinery to a very high degree of 
efficiency. This statement is particularly 
true as it affects the manufacturing, 
merchandising and farming industries 
where rapid progress has been made in 
the development of machinery during 
the past 40 or 50 years. However, it 
cannot be considered as representative 
of the development of equipment to 
replace clerical effort. It has been only 
during the last 12 or 15 years that faster 
progress has been made in the develop- 
ment of accounting and bookkeeping 
machines. 

Accounting equipment remained so 
far behind mainly because the conserva- 
tive office manager believed machines 
could not replace human effort where 
figures were concerned. Until a score of 
years ago the mechanization of an of- 
fice force consisted primarily of the 
typewriter, adding machine, and the 
simplest forms of calculating and book- 
keeping machines. Since that time the 
development of office equipment has 
been much faster, until today the vari- 
ous accounting machine companies 
build machines which can be used on a 
great number of intricate problems of 
accounting and bookkeeping. 
Among the many bookkeeping ma- 

chines now manufactured are those 
which can be used for the posting of the 
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trust department cash and security 
ledgers. Before these machines were 
developed the records were hand-posted, 
and, whenever it was necessary to have 
a transcription, a typist would copy the 
recorded information on a statement 
form. This, of course, meant a repeti- 
tion of what had been done before and 
thus increased the possibility of error. 
Likewise, the hand-posting bookkeeper 
had no positive proof that everything 
was posted correctly or his balances 
extended properly, until the ledgers 
were proved to the control figure. The 
present day bookkeeping machines 
permit the preparation of any number 
of copies, and, as the operator records 
the description and figures, she auto- 
matically receives the new balance, and 
at the end of the ledger a total of the 
debits and credits. 

The development of calculating ma- 
chines during the past 15 years has been 
exceptional. The first machines of this 
nature were hand-operated and it re- 
quired a thorough understanding of the 
machine in order to arrive at the proper 
answers. Even so, it was necessary to 
accumulate figures on a separate sheet 
of paper in order to prove percentages. 

It may be interesting to know how 
some of this equipment has been devel- 
oped—for example, the machines used 
in one stock transfer department. Many 
accounting machine companies build 
such equipment, each, of course, in its 
own individual way but all of them 
using the same fundamental principles. 

Some 10 years ago it was decided to 
reorganize this transfer department and 
to replace the typewriters and adding 
machines with other equipment. The 
experiment began with all of the well 
known accounting machines, to deter- 
mine which would answer the problem 
best in the minds of the reorganizers. At 
first it was thought that two machines 
would be necessary—one to do the 
stock transfer work, the other the stock 
registration work. This would have 

meant a considerable investment in 
equipment which would not be used to 
its fullest extent. In fact, it would have 
remained idle about 50 per cent of the 
time. 

After a few weeks it was suggested to 
the accounting machine companies that 
the ideal machine would be one which 
could be used on both of these functions, 

carrying a double platen so that the new 
stock certificate could be superimposed 
upon the transfer sheet in order to as- 
sure exact registration of certificate and 
sheet. It was considered a gigantic as- 
signment, but within a few months one 
of the equipment engineers solved the 
problem and the machine was built and 
installed. 

FURTHER IMPROVEMENT 

AFTER a few years the companies 
were again approached to improve the 
machine so that it could do the entire 
work of the department. Subsequentlya 
device was attached to the machines of 
the original installation to accomplish a 
long awaited need. Had it not been for 
the insistence of the operating men that 
such a machine be developed, it is 
possible that this particular step in 
equipment manufacture would not 
have been made. It is unquestionably 
true that the operating man can give 
the equipment manufacturer valuable 
suggestions which, if they are basically 
sound, will help to speed up the devel- 
opment of accounting machines to the 
level enjoyed in the manufacturing 
world. 
Among other equipment which can 

be used in the mechanization of the 
trust department are check cutting and 
signing machines. One check writing 
machine is particularly intriguing in 
that it cuts the amount into the check 
and simultaneously prepares an adding 
machine listing of the amount. The ag- 
gregate of all checks issued can be 
proved without a separate listing on an 

adding machine. 

Mr. Weig states that “it has been only in the last 12 or 15 years that 
faster progress has been made in the development of accounting and 
bookkeeping machines.”’ While the top picture opposite was made not 
so many years ago, clerical work was still being done by hand. Below is 
the transit department of the New York Federal Reserve Bank 10 years 

ago, shortly after office machinery had begun its rapid progress 
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of revision and must be judged on 
the basis of adequacy, adaptabil- 

ity and necessity. When forms are being 
re-ordered a central bureau should han- 

dle the details of reprinting with a view 
to combining forms, where practical. 
Some forms are obviously duplica- 

tions; others could be revised so as to 
have the information printed more com- 

pletely, thus saving time in typing de- 
tails of a transaction. 
Where a bank is large and growing, 

having numerous branches, forms should 
be designed for uniformity throughout 
the organization. They can readily be 
made adaptable to the branch office op- 

Bo forms are constantly in need 
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erations as well as those of the head 
office. Since in branch banking the head 
office wishes to keep informed of certain 
transactions, particularly in the loan 
and foreign departments, an extra copy 
showing all the details can be incorpo- 
rated in the forms of these departments, 
eliminating the separate report. 

The same is also true where continu- 
ous audit control is the established pro- 
cedure. An auditor’s copy of the forms 
pertaining to foreign transactions, se- 
curities received and delivered, loan 
changes, collateral substitutions, etc., 
will serve as a check of the department 
and will furnish a permanent control for 
the auditors. 

BROWN BROS. 

Another possibility for saving is the 
cost of printing. The quantity to be 
ordered should be carefully considered. 
Competitive bids should be asked, in an 
attempt to secure the lowest price for a 
given quantity but not at the sacrifice 
of quality. It is often possible to order 
10,000 or 100,000 units of an item for 

$10 to $20 whereas a smaller volume 
will bring the unit cost to an excessive 
figure. 

Machines in banking are as impor- 
tant as in other commercial fields and 
industry. Obsolete equipment may cost 
the institution thousands of dollars in 
operating efficiency and time. It is not 
merely a question of installing new ma- 
chines, but of adapting present equip- 
ment to new tasks. A change in some of 
the mechanisms suggested by depart- 
mental operating heads may permit one 
or two operations to be performed on 
the one machine. In one case, by sup- 
plying each bookkeeper with an individ- 
ual light attached to the desk of his 
machine, a bank was able to cut the 
operating time for posting and to elimi- 
nate errors due to incorrectly written or 
badly written checks. 
By a study of the newer models and 

new inventions for attachment to older 
machines, a bank may renovate its 
equipment and thereby increase its op- 
erations without adding to the payroll. 
New equipment is a large item of ex- 
pense to any organization and its in- 
stallation is predicated on the possible 
savings, earning power and increased 
efficiency. Proper amounts of amortiza- 
tion should be set up for each item of 
machinery and equipment, and upon 
the complete writing off of these items, 
studies can be made of the newer mod- 
els. If a record has been kept of the 
operations performed by the machines, 
hours of use, items handled, etc., a 
basis for comparisons with the new 
models will have been established. 

These points are essential to each 
bank, but its study should be in the 
light of its needs, operations and future 
growth. The question, ‘‘On the basis of 
present equipment and in the light of 
future business have we the machinery 
for efficiently handling volume?” should 
be considered by every banker. 

Henry F. Kotter 
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New Orleans Convention 

EVERAL special trains are being 
S planned to convey delegates and 

guests to the Annual Convention 
of the American Bankers Association 
at New Orleans, November 11 to 14. 

The Falltonic will leave Chicago on 
November 8, arriving in New Orleans 
Sunday morning, the 10th. The trip 
will be broken at Memphis, where the 
passengers will have the opportunity 
to attend an entertainment arranged 
for them. 
A Missouri-Kansas special departs 

from Kansas City and St. Louis on 
November 8 and will reach New Orleans 
the following day. A stop has been ar- 
ranged at Little Rock, Arkansas, on the 
9th for breakfast and a sight-seeing 
trip. 
A New York special, leaving on 

November 8, is scheduled to arrive in 
New Orleans the afternoon of Novem- 
ber 10. It will stop en route at Chatta- 
nooga for a sight-seeing trip and at 
Pass Christian, Mississippi, for a visit 
to the home and Japanese gardens of 
R. S. Hecht, President of the American 
Bankers Association. 

Reduced fares on the identification 
certificate plan have been authorized 
by the various railroad passenger as- 
sociations, with the exception of the 
Southeastern Passenger Association, 
which now has in effect experimental 
rates equivalent to the reduced Conven- 
tion rate. 

The basis for the Convention round- 
trip rate is a fare and one-third of the 
current one-way fare. Travel will be 
permitted over direct or diverse routes, 
allowing 30 days to return to the start- 
ing point. 

There are, however, reduced round- 
trip excursion rates in effect to New 
Orleans from some sections of the 
country, and these may be cheaper than 
the customary Convention rates. There- 
fore, it is suggested that bankers con- 
sult their local ticket agents for full 
information about rates, routes and 
stop-overs. 

A large demand has already appeared 
for hotel accommodations in New Or- 
leans, and those who have not made 
reservations are requested to do so 
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promptly. Applications should be made 
direct to Dale Graham, vice-president 
of the National Bank of Commerce, 
New Orleans. Mr. Graham is chairman 
of the hotel committee. 

Amendment to Constitution 

A PROPOSED amendment to the con- 
stitution of the American Bankers 
Association, unanimously approved by 
the Executive Council and the Adminis- 
trative Committee at Augusta, Georgia, 
April 14-16, 1935, will be recommended 
for adoption by the Annual Convention 
at New Orleans. 

The proposed amendment eliminates 
the last paragraph of Section 1 of Arti- 
cle X reading as follows: 
“Members of the Association may 
enroll as regular members of but one 
Division in which they shall have 
full powers and privileges of member- 
ship; they may also enroll as associate 
members of any other Division or 
Divisions, but without power to vote 
or hold office in such other Division 

regular member or an officer, director, 
trustee, manager or partner of a reg. 
ular member of any division from 
being eligible to appointment by any 
other division upon any committee 
of such other division other than the 
executive committee thereof.” 

and substitutes therefor the following: 

“Members of the Association may 
enroll as regular members of but one 
division in which they shall have full 
powers and privileges of membership; 
but may also enroll as associate mem- 
bers of any other division or divisions, 
An associate member of a division 
shall have no power to vote but an 
officer, director, trustee, manager 
or partner of an associate member 
of any division shall have such power 
to hold office or committee member- 
ship, including the right to vote as 
officer or committee member, as 
shall be granted by the By-Laws of 
the Division.” 

Building and Loan League 
or Divisions; Provided that nothing ONE session of the 43rd annual conven- 
herein shall prevent an individual tion of the United States Building and 
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Loan League, to be held in Cincinnati 

November 13-15, will be thrown open 

to shareholders and directors of the as- 

sociations in Cincinnati and neighbor- 

ing communities. This mass meeting, 

representing an innovation in the na- 

tional organization’s convention prac- 

tice, will be addressed by prominent 

speakers. : 

The keynote of the convention will 

be national security through thrift and 

home ownership, with emphasis on the 

necessity for turning the average citi- 

zen’s thoughts to self-help. Subjects of 

discussion from the platform and at 
round tables include insurance of shares 

in associations, more flexible lending 

plans, policies of liquidity, trends of in- 
terest rates, the problem of home taxa- 
tion and its relation to the associations, 
model accounting methods and business 
development through newspaper adver- 

tising. 
The Society of Residential Appraisers 

will hold its convention simultaneously. 
The National Association of Building 
and Loan Supervisors will also conduct 
its annual conference, which is cus- 
tomarily held in connection with the 
League meeting. I. Friedlander of Hous- 
ton, Texas, is president of the League. 

Mortgage Bankers 
Association 

SPEAKERS at the 22nd annual con- 
vention of the Mortgage Bankers Asso- 
ciation of America at French Lick, In- 
diana, October 3 and 4 include: 
Governor Paul V. McNutt of In- 

diana, address of welcome; Owen M. 
Murray, Dallas, president of the asso- 
ciation, speaking on the topic ‘“Gov- 
ermment vs Private Lending”; Colonel 
C. B. Robbins, Chicago, general coun- 
sel for the American Life Convention, 
“The Enduring Value of Farm Mort- 
gages as Security for Debt’”’; William I. 
Myers, Washington, Governor of the 
Farm Credit Administration, “Perma- 
nent Sources of Cooperative Credit for 
Agriculture”; Silas H. Strawn, Chicago, 
former president of the American Bar 
Association and of the United States 
Chamber of Commerce, “Problems of 
Mortgage Bankers”; Marriner S. Eccles, 
Governor of the Federal Reserve Board; 

In this old New Orleans build- 
ing, constructed in the early 
years of the last century, was 
once housed the Bank of the 

United States 

October 1935 

and former Federal Judge Charles I. 
Dawson, Louisville. 

Financial Advertisers 

ROBERT W. SPARKS, first vice- 
president of the Bowery Savings Bank, 
New York, was elected president of the 
Financial Advertisers Association at 
the organization’s 20th annual conven- 
tion, held at Atlantic City, New Jersey, 
September 9-11. He succeeds I. I. 
Sperling, assistant vice-president of 
the Cleveland Trust Company. 

The convention brought to the plat- 
form and conference table many stimu- 
lating speakers. Their discussions of 
the many services and phases of finan- 
cial advertising emphasized the con- 
structive nature of public relations 
activities and its opportunities, espe- 
cially in the direction of educating the 
public along lines of sound economics 
and banking. 

In his inaugural address Mr. Sparks 
pointed out that “defensive” public 
relations were fraught with danger. 

“Tt is your job and my job,” he said, 
“to convince the men at the top of our 
institutions that advertising works 
best when it is not emergency advertis- 
ing, and that they have something to 
advertise today.” 

Other officers chosen were: first vice- 
president, Thomas J. Kiphart, pub- 
licity manager and vice-president, Fifth 
Third Union Trust Company, Cin- 
cinnati; second vice-president, William 
H. Neal, vice-president, Wachovia Bank 
and Trust Company, Winston-Salem, 
North Carolina; third vice-president, 
George O. Everett, assistant vice-pres- 
ident, First Citizens Bank and Trust 
Company, Utica, New York. 

Fred W. Mathison, assistant vice- 
president, National Security Bank, 
Chicago, was re-elected treasurer, and 
Preston E. Reed, Chicago, was re- 
named executive secretary. 

The 1936 convention will be held in 
Nashville, Tennessee. 

Pacific Coast Trust 

Conference 

THE program of the 13th regional 
trust conference of the Pacific Coast 
and Rocky Mountain states, to be held 
at Los Angeles, October 31 and Novem- 
ber 1 at the Los Angeles-Biltmore 
Hotel under auspices of the Trust Divi- 
sion, American Bankers Association, in 
cooperation with the California Bankers 
Association and those of the other par- 
ticipating states, is as follows: 

First session, October 31, 10:00 A.M. 

Robert W. Sparks 

Chairman, A. L. Lathrop, president, 
California Bankers Association, and 
vice-president, Union Bank and Trust 
Company, Los Angeles; address of wel- 
come, John F. Keogh, president, trust 
section, California Bankers Associa- 
tion, and vice-president and general 
counsel, Title Guarantee and Trust 
Company, Los Angeles; response, W. J. 
Kieferdorf, vice-president and senior 
trust officer, Bank of America National 
Trust and Savings Association, San 
Francisco; “Relations of Trust Com- 
panies with Federal Government,” 
Henry A. Theis, vice-president, Guar- 
anty Trust Company of New York; 
“Service and Responsibility as Basis 
for Trust Charges,” Conner Malott, 
vice-president, Spokane and Eastern 
Trust Company, Spokane, Washington. 

Second session, October 31, 2:00 
P.M. Chairman, Albert L. Grutze, presi- 
dent, Trust Companies Association of 
Oregon, and vice-president and trust of- 
ficer, Title and Trust Company, Port- 
land; “ Modifications and Additions to 
Trust Indentures Securing Bond Issues 
Bearing in Mind the Experiences of 
Foreclosures and Reorganizations in 
Past Five Years,” Lorne L. Miller, 
vice-president and trust officer, Port- 
land Trust and Savings Bank; open 
forum discussion, ‘“‘ Accounting and Au- 
diting Problems Arising in Trust De- 
partment Operations,” under leadership 
of T. F. Mullens, trust auditor, Secur- 
ity-First National Bank of Los An- 
geles; ‘“‘A Customer Conference in 1935 
Concerning a Will,” a demonstration 
conducted by Alfred V. Godsave, vice- 
president, Pacific National Bank of 
Seattle. 

Third session, November 1, 10:00 
(CONTINUED ON PAGE 48) 
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School Savings, 1934-1935 

By W. ESPEY ALBIG 

Deputy Manager, American 
Bankers Association 

CCHOOL saving in the United States 
celebrates its fiftieth anniversary, 
1934-1935, with deposits during 

the year of $11,575,899.74 and net sav- 
ings at the close of $2,337,616.38. The 
participants in this huge sum of chil- 
dren’s savings number 2,826,388, lo- 
cated in 8,937 schools. 

This is a gain of 7.9 per cent in de- 
posits over a year ago and an increase in 
net savings, that is, the excess of de- 
posits over withdrawals, of $962,308.52, 
or 69.9 per cent. 

The development of school savings 
within the year is remarkable. Four 
years ago, 1931-1932, the withdrawals 
exceeded the deposits by almost three 
million dollars; the following year 
brought a slight improvement; last year 
the improvement was so great that 
deposits topped withdrawals by $1,375,- 
307.86. This year affords proof that 
school saving is rapidly overcoming its 
first great depression. 

These figures, impressive in them- 
selves, do not reveal the whole story of 
growth. Of the sum deposited last year 
only 12.8 per cent remained as net sav- 
ings. This year there remains from this 
year’s deposits net savings of 20.1 per 
cent. This impressive gain can indicate 
but one thing, that the demand on the 
part of families for the aid of the chil- 
dren’s savings in maintaining the home 
has been greatly decreased. 

Those states which stand high in the 
volume of savings deposits in banks are 
leaders in school savings. Thriftiness 
has become ingrained in the thoughts 
and habits of the people. New York 
shows net school savings for the year of 
$548,759.80; California, $292,949.97; 
Massachusetts, $235,683.31; Pennsyl- 
vania, $212,264.94, and Connecticut, 
$206,959.60. 

Of the 39 states affording opportunity 
for school savings, only in three were 
withdrawals greater than deposits. This 
excess of withdrawals depleted the re- 
sources set up in former years. 

The vitality of school savings is 
demonstrated by its persistence through 
the troubled years since 1929 and its 
rapid upswing when once business 
tended to more normal conditions. 

This year marks the fiftieth anni- 
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versary of the introduction of school 
savings into the United States. On 
March 16, 1885, Jean Henri Thiry, then 
a school commissioner of Long Island 
City, New York, began his experiment 
with the aid of the Long Island City 

with a fellow Belgian, Professor Fran. 
cois Laurent, who had developed schoo] 
savings in Ghent and who had won the 
Guinard prize of 10,000 francs for his 
lecture on savings. This treatise was re. 
garded by the judges as constituting the 

Savings Bank as depository. 
Mr. Thiry’s interest and enthusiasm 

had been aroused through his contact 

best work for ameliorating the materia] 
and intellectual position of the working 
classes generally. 

SUMMARY AND COMPARISON 
1933-1934 and 1934-1935 

STATES 

United States.. 

Colorado 
Connecticut... 
Delaware 
Dist. of 

Columbia... 

Kentucky..... 
Louisjana! 

Maryland..... 
Massachusetts. 
Michigan 
Minnesota.... 
Mississippi... . 

New Hampshire 
New Jersey... . 
New Mexico... 
New York.... 

Number of 
Schools 

1933-34|1934-35| 1933-34 

9,471 | 8,937 

23,084 

2,340 | 430,592 
3 338 

534 95,663 
38 30,218 

) 421 
25 18,028 

6,185 
61 3,300 

1,640 
43,159 
13,855 
20,832 
3,914 
1,526 

25,472 
40,922 

131,236 
12,258 
79,312 

730 

6,677 
164,309 

2,178 
816,569 

2,802,899 

Number 
Participating 

1934-35 

2,826,388 

26,935 

373,386 
416 

101,946 
26,340 

@) 
19,538 
34,941 
5,364 
1,866 

31,694 
14,785 
28,844 
3,935 
) 

23,535 
39,928 

124,158 
11,277 
81,778 

1933-34 

119,638.98 

969,463.24 

* 644,803.49 

110,398.22 

207,800.39 

149,956.31 

598,246.12 

316,605.38 

157,259.06 

Deposits 

———— 

Net Savings 

1934-35 

188,384.56 

1,109,580.70 
467.86 

672,452.67 
88,406.94 

577.92 

82,211.82 

2,340.76 (2) 
21,788.13 20,422.08 

117,643.21 
77,240.18 
6,877.77 

166,123.44 
43,769.72 

78,679.12 99,999.32 
27,980.34 28,690.55 
4,241.05 Q) 

20,693.18 
6,715.79 

40,047.51 

130,307.65 
112,475.33 
624,004.88 
35,634.42 

354,566.76 
4,701.53 

165,612.62 

74,195.58 

29,916.80 

5,110.74 

1,840.51 1,304.50 
@) 2,157.75 

24,523.04 
836,621.23 
11,381.82 

2,256,779.79 

25,818.79 
874,864.87 
13,173.51 

2,558,744.58 

1933-34 

28,251.60 

356,875.26 

"186,673.95 | 
16,777.54t 

5,615.03+ 
13,583.59 
20,693.18 
3,228.86 

18,341.44t 
13,609.16t 
24,063.96 
1,814.52 
3,520.06t 

51,823.48 
71,878.34 

198,301.46 
7,829.95t 
22,802.58 
2,422.84 
5,460.65 

434.96t 
() 
5,766.14 

13,449.49+ 
4,503.93 

473,035.05 

1934-35 

$10,727,505.33| $11,575,899.74| $1,375,307.86| $2,337,616.38 

60,593.82 

292,949.97 

206,959.60 
8,596.89 

@) 
2,578.94 

21,340.86 
77,240.18 
1,472.09 

21,407.33 
9,500.09 

24,224.58 
3,471.34 
® 

32,183.93 
96,343.84 

235,683.31 
5,253.07¢ 
63,570.43 

888.07 
25,037.46 

684,05t 
401.20 

4,974.20 
129,975.35 

3,532.25 
548,759.80 

DESCENT OMI oso. 5 Bis 5:0 6.0 se. 06:0 sce.d:0,0 hw Oe bo g:9 00h 0-0-0in 55.319 550 bE wd se w.o hae bin VED Spa eee we plee ee © oe 
North Dakota. 

Pennsylvania 
Rhode Island. . 
South Carolina 
South Dakota. 
Tennessee... ... 
Texas. . 
Utah!... 
Vermont. . 
Virginia 
Washington... 
West Virginia.. 
Wisconsin..... 
Wyoming 

TOTALS—UNITED STATES 

487 
86,017 

383,605 
119,376 

Q) 
4,471 
5,491 

68,436 

280 
11,219 
59,108 
18,763 
39,928 

2,405.70 
426,284.72 

415,292 | 1,939,376.89 
127,706 634,233.29 

226 ® 
10,246 30,488.54 
6,277 80,897.18 

58,108 228,075.29 

422.60 
48,363.36 

307,944.75 
62,766.54 
165,253.10 

1,032.26 

299 
10,151 
49,205 
19,167 
17,770 

3,555.39 
450,154.62 

2,040,703.57 
656,444.62 

483.00° 
34,140.40 
86,989.88 

249,050.97 

1,167.62 
27,039.91 

306,718.15 
68,537.18 

126,259.25 
1,060.28 

829.95 
33,561.82 

37,946.14 
2,819.71 
@) 

19,175.81 
19,487.02 
52,859.43 

481.38t 
97 ,446.65+ 
17,113.94t 
3,687.89 

27,707.11 

1,109.86 

212,264.94 
13,864.20 

297.05 
4,650.45 
7,143.48 

83,076.71 

Number of Schools Number Participating Deposits Net Savings 

1934-1935.... 
1933-1934 
1932-1933... 
1931-1932................ 
1930-1931 
1929-1930... 
1928-1929 

dasha nel Ee 
CE eo bccce sce ce cee eee ses es 
1925-1926 
1924-1925.... 
1923-1924 
1922-1923 
1921-1922 
1920-1921 
1919-1920 

8,937 
9,471 

10,890 
12,686 
14,628% 
14,610% 
14,254% 
13,835 
12,678 
11,371 
10,163 

2,826,388 
2,802,899 
3,080,685 
3,106,510 
4,482,634 
4,597,731 
4,222,935 
3,980,237 
3,742,551 
3,403,746 
2,869,497 
2,236,326 
1,907,851 
1,295,607 
802,906 
462,651 

$11,575,899.74 
10,727,505.33 
10,332,569.55 
17,680,364.92 
25,977,216.41 
29,113,063.48 
28,672,496.00 
26,005,138.04 
23,703,436.80 
20,469 ,960.88 
16,961,560.72 
14,991,535.40 
10,631,838.69 
5,775,122.32 
4,158,050.15 
2,800,301.18 

$2,337 ,616.38 
1,375,307.86 
2,315,252.21t 
2,926,902.12t 
2,167,499.58 
7,690,529.68 

10,539,928.46 
9,476,391.32 
9,464,178.93 
8,770,731.05 
7,179,992.55 
8,556,991.27 

a a Ne tad a Do wc eee 

()—No report this year. t—Loss 
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Recorpak economies are not “paper profits.” 
Actual performance records back every claim. 

The savings—up to 45% in per item costs... 50% 
in supplies . . . 90% in storage space—as well as 
the increased efficiency and accuracy have all been 
proved in banks of every type and size. 

If such savings mean anything to you—investigate 
Recordak. Let us show you what Recordak has done 
for similar banks—what it can do for you. Recordak 
Corporation (subsidiary of Eastman Kodak 
Company), 350 Madison Avenue, New York. 

*Excerpt from a letter from the executive officer of the First 
National Bank of Louisville, Kentucky ...(the bank illus- 

trated). This institution is the oldest national bank in the 

South. . .and is Recordak-equipped throughout. 
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A.M. Chairman, H, B. Whitney, presi- 
dent, trust company section, Utah 
Bankers Association, and trust officer 
First National Bank of Salt Lake City. 
“The Future Trust Officer and His Re. 
quirements,” J. W. Allison, vice-presi. 
dent and trust officer, First and Mer. 
chants National Bank, Richmond, Vir. 
ginia; “Future Advertising of Trust 
Services in View of Past Experience,” 
W. H. Loos, vice-president and trust 
officer, First Security Bank of Utah, 
Ogden; “How Lawyers and Trust Com. 
panies May Cooperate,” C. W. Gibson, 
vice-president, The Valley Bank and 
Trust Company, Phoenix, Arizona. 

Fourth session, November 1, 2:00 
P.M. Chairman, H. L. Fletcher, presi- 
dent, Corporate Fiduciaries Association 
of Phoenix, and assistant trust officer, 
The Valley Bank and Trust Company, 
Phoenix; “A Comprehensive Liability 
Insurance Policy for Corporate Fidu- 
ciaries,”’ William N. Martin, president, 
Bayly, Martin and Fay, Inc., insurance 
counsellors, Los Angeles; “‘A Customer 
Conference in 1935 Concerning a Living 
Trust,” a demonstration conducted by 
E. T. Starbuck, manager, trust develop- 
ment division, Wells Fargo Bank and 

(CONTINUED ON PAGE 50) 

@ Somebody makes and sells scythe iatialenciadalaiall wie 
» e Los Angeles-Biltmore t ere 

stones. To him New York State adds up to the 13th aan soma 

150,000 farmers who should be buying his product the Pacific and Rocky Mountain states 
5 . will be held, October 31 and November 1 

from this State’s 3,500 hardware stores. 

You make something else. But whatever you make, 
whatever you sell in the rich New York State mar- 
ket, remember this: The 20 Marine Midland banks 

have 78 banking offices in 28 New York State com- 
munities. They know a great deal about a great 
many consumers in a great many industries. From 
what other single source would you be apt to get 
such fresh news? Where else would you get news so 
pertinent to your individual business? 

Executives of companies doing business in this 
area are invited to discuss with senior officers of 
these banks ways in which our identity with New 

York State business may be useful. 

MARINE MIDLAND BANKS 
Write Marine Trust Company, Buffalo, N. Y. or Marine Midland Trust Company, 

New York City to learn how you can profit by the services of these banks. 



Bank of ‘Asien 

\ San Francisco 2 

INSTALLED FIRST NATIONAL PosTING MACHINE IN 1927 » Now USING 98 

Russell G. Smith, Cashier, 
Bank of America, San Francisco 

@ In the letter reproduced here, 
Mr. Russell G. Smith, Cashier of 
the fourth largest bank in the 
United States, tells why he aban- 
doned pen and ink methods in 
their savings department for fast, 
accurate National Posting Ma- 
chines. These machines record 
a deposit or a withdrawal in a 
customer’s passbook and on the 
bank’s ledger card and journal 
sheet—all in a single operation 
while the customer is at the 
window. They speed service, 
save work and time for tellers, 
conserve floor space. 

It will pay you to call our 
local National representative for 
details. Or if you prefer, write 
direct to us. 

October 1935 

Bank of Am 
NATIONAL EBNF Rap ttirg 

8 ASSOCIATION 

S4N FRANCIsco HEADQU . 
A4RTERS 

SAN FRANCIs The National ¢ OO CaLtromnis Dayton, Ohio, 88h Register Company 
. 

Gentlemen: 

5, cut the t rking conditions 
We 

One of our 
ment Tiela 

e 

Yours very truly 
? 

Russel) CG 
« Smi 

Cashier, - 

Salional Cush Register Co 
DAYTON, O 

Cash Registers * Typewriting-Bookkeeping Machines *® Posting Machines 
® Analysis Machines *® Bank-Bookkeeping Machines *® Check-Writing 
and Signing Machines ® Postage Meter Machines ® Correct Posture Chairs 



Uninterrupted 
Service 

Tuer parade halts; the 

watching crowd parts in- 
stinctively; the police lines 
open, and the U. S. mail 

truck passes through on its 

scheduled round. 

At night the mail plane 

hums overhead in fair wea- 

ther and in storm; speed 

and yet more speed to 

meet the demands of mod- 
ern business. 

To this dependable agency 

of public service the 

24-hour operation of our 

Transit and Collection 

Departments adds the final 
link that insures to our 

customers complete and 

uninterrupted service. 

PHILADELPHIA 
NATIONAL BANK 

ORGANIZED 1803 

PHILADELPHIA, PA. 

Capital and Surplus. . . . $30,000,000 

CALENDAR 
(CONTINUED FROM PAGE 48) 

Union Trust Company, San Francisco. 
open forum discussion, “Management 
Problems Connected with Real Estate in 
Trust Accounts,” under leadership of 
B. W. Utter, vice-president and trust 
officer, Title Guarantee and Tryst 
Company, Los Angeles. 

States included in the conference re. 
gion are: Arizona, California, Colorado 
Idaho, Montana, Nevada, New Mexico, 
Oregon, Utah, Washington and Wyom. 
ing. 

CONVENTIONS 

A.B.A. Meetings 

Oct. 31- Thirteenth Regional Trust Con- 
Nov. 1 ference of the Pacific Coast and 

Rocky Mountain States, Los An- 
geles, California 

Nov. 11-14 A.B.A. Convention, Roosevelt 
Hotel, New Orleans, Louisiana 

State Associations 

. 24-25 Nebraska Bankers Association, 
Hotel Paxton, Omaha 

. 22-23 Arizona Bankers Association, 
Phoenix 

. 22-23 Florida Bankers Association, Mi- 
ami Biltmore Hotel, Coral Ga- 
bles, Miami 

Other Groups 

The Mortgage Bankers Associa- 
tion of America, French Lick 
Springs, Indiana 
Robert Morris Associates, French 
Lick Springs, Indiana 
Morris Plan Bankers Associa- 
tion, Cavalier Hotel, Virginia 
Beach, Virginia 
Federation of Mutual Fire In- 
surance Companies, Hotel Fort 
Des Moines, Des Moines, Iowa 
Investment Bankers Associa- 
tion, White Sulphur Springs, 
West Virginia 
National Association of State 
Bank Supervisors, Henry Grady 
Hotel, Atlanta, Georgia 
Association of Bank Women, 
Hotel Jung, New Orleans, Lou- 
siana 
National Association of Bank 
Auditors and Comptrollers, Hotel 
New Orleans, New Orleans, 
Louisiana 
United States Building and Loan 

League, Cincinnati, Ohio 

National Foreign Trade Conven- 

tion, Houston, Texas s 
New Jersey Midwinter Banking 

and Trust Conference, Alexander 

Hamilton Hotel, Paterson, New 

Jersey 

BANKING 



CHASE 

Service to Correspondent Banks 

INVESTMENT CHECKINGS 

IN ADDITION to its securities safekeeping service 

and its facilities for the execution of purchase and 

sale orders, the Chase is helpful to correspondents 

in a number of other ways. 

Correspondents frequently seek information about 

commercial paper or acceptances which they are 

considering for investment. 

Such inquiries are immediately brought to the 

attention of the Chase officers directly in charge 

of the bank’s own investment portfolio. 

These officers welcome the opportunity to check 

investments for correspondents and exchange in- 

formation and opinions on matters of investment 

policy. 

THE 

CHASE NATIONAL BANK 
OF THE CITY OF NEW YORK 

October 1935 



Non-Governmental Philanthropy 
EN a person makes a will he 

often assumes the rdéle of a 
prophet. He attempts to deal 

with conditions which he imagines will 
continue long after he is dead. However, 
in these days of rapid changes in social, 
economic and industrial conditions, 
there is a strong probability that within 
a decade, or even a shorter period, new 
situations will make the administration 
of his fund either expensive and in- 
efficient, or even absolutely useless. 

Even Benjamin Franklin, one of the 
wisest men of his day, made bequests 
and provisions in his will which, within 
a few years, were impossible of fulfill- 
ment because of changed conditions 
which he as a testator was unable to 
foresee. There are said to be about 60,- 
000 dormant trusts in Great Britain, 
and at least a third as many in America. 
These are trusts that have become in- 
operative because of changed conditions 
which the donors or testators were un- 
able to visualize or imagine in their 
tine. Two of these antiquated bequests 
are a trust fund to provide snuff for 
elderly females and a fund for the relief 
of “worthy, deserving, poor, white, 
American Democratic orphans and 
widows.” 

An English will left a large amount 
for the use of the poor ina certain parish. 
Within a few years local conditions had 
so changed that there were only 50 
persons residing in that parish, all of 
whom were wealthy and well prepared 
to dispense rather than to receive 
charity. In 1626 Henry Smith left a 
large part of his fortune for the ransom 
of captives held by pirates. 

But, to come down to more modern 

times, in 1851 Byron Mullanphy died 
in St. Louis, Missouri. He had been 
mayor of the city and a circuit judge. 

He left a large part of his fortune, in- 
cluding several pieces of real estate, to 
be used in relieving and aiding stranded 
immigrants. Much of his large estate 
has been spent in trying to determine 
who are proper beneficiaries. 

Captain Thomas Randall in 1801 
left 20 acres of farm land and $7,000 
cash as provision for what in his day 
was a real need—a home for old sailors. 
Today that 20-acre farm in the heart of 
Manhattan is covered with skyscrapers 
and the land is worth at least $25,000,- 
000. In the meantime, sailing vessels 
have largely disappeared from the seas, 
and it is difficult for the trustees to 
spend the income for the specified pur- 
pose, the Sailors’ Snug Harbor. 

REASONS FOR FOUNDATIONS 

JOHN EDGAR THOMAS, an officer 
of the Pennsylvania Railroad, left 
money for an orphan asylum for girls 
whose fathers are killed while operating 
trains. Today safety appliances and 
“safety first” rules have reduced the 
number of such accidents so greatly 
that it is now necessary to advertise 
throughout the United States in order 
to find orphans that meet the con- 
ditions. 

Other orphanages have been estab- 
lished for the orphans of a certain 
county or community. The value of the 
bequest increases and the number of 
orphans uncared for in the territory 
decreases, so that much of the legacy 
becomes useless. Thus again is seen 
how “the dead hand” is often the 
nullifier of good intentions. 

These illustrations will suffice to 
show the reason for and the value of 
modern community trusts or founda- 
tions by means of which helpful ideas 
and philanthropic services can be pro- 

ABOUT half of the total amount of money distributed by 

American foundations goes into education. The Rockefeller 

and Carnegie benefactions are largely devoted to that pur- 

pose. The General Education Board disburses about $18,- 
000,000 annually to the support of colleges, universities and 

medical schools, as well as to public schools and to Negro 
and agricultural education.—The Author 
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jected not only through the years but 
throughout the world. These trusts are 
created to accept and administer be. 
quests in the interest of philanthropy, 
following as nearly as practicable the 
expressed wishes of the donor, but with 
authority to meet changing social, 
economic and political conditions jn 
harmony with the general purpose and 
spirit of the bequests. 

There are over a hundred important 
foundations of this nature in the United 
States. The 20 largest, ranked in order 
according to the amount of their capital, 

are as follows: Carnegie Corporation of 
New York, the Rockefeller Foundation, 
General Education Board, Duke En- 
dowment, Commonwealth Fund, Car- 
negie Institution of Washington, Car- 
negie Foundation for the Advancement 
of Teaching, Altman Foundation, Rus- 
sell Sage Foundation, M. & L. Guggen- 
heim Foundation, Julius Rosenwald 
Fund, Buhl Foundation, Carnegie En- 
dowment for International Peace, Jul- 
liard Musical Foundation, Milbank 
Memorial Fund, Children’s Fund of 
Michigan, Maurice and Laura Falk 
Foundation, Spelman Fund, New York 
Community Trust, and the Cranbrook 
Foundation. The total capital of these 
20 foundations aggregates more than 
$725,000,000. 

Objects of foundations are individual 
aid, research, health, child welfare, 
esthetics, social welfare, international 
relations, industry and business, reli- 
gion, government, genetics, aviation, 
agriculture, publishing, public service, 
propaganda for social theories, legal 
aid, engineering, motion pictures, hero- 
ism in life saving, civil liberties, labor 
unions, birth control and strike relief. 
The work of the Rockefeller Foundation 
has been a large factor in eliminating 
hookworm disease and yellow fever 
from large areas of the world. Fortu- 
nately the Rockefeller money was not 

given specifically for the cure of diseases 

which have been pretty well eliminated. 

It was given “to promote the general 
welfare of mankind,” so that the trus- 

tees of the fund can now use it in other 

equally important fields of service. — 
The community trust aims to receive 

and to safeguard donations in trust 
under state supervision and regulation; 
to employ the principal, or income, o 
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By T. D. MACGREGOR 

The author is a member of the advertis- 

ing firm of MacGregor & Woodrow 

both, for educational and charitable 

purposes in a broader and more useful 

way in future years than it is presently 

possible to anticipate. Donors make 

general bequests and leave the detailed 

administration of the funds to the judg- 

ment of the directors of the trust, who, 

it is assumed, will act wisely in the light 

of changing economic, social, political 

and industrial conditions. 
The funds of community trusts are 

usually held by trust companies, 
which are responsible for their invest- 
ment.and the collection of income. The 
disbursement of income is directed by a 
committee, a minority of whose mem- 
bers are appointed by the institution of 
trust. The rest of the members are 
chosen by designated local public of- 
fiials, such as mayors, judges and 
educators. 

AS TO THE FUTURE 

AT this time, a question naturally 
arises as to what effect, if any, the Gov- 
ernment’s new social security plans will 
have upon the charitable and welfare 
trusts and foundations. 
The new law provides for old age 

pensions, to be superseded eventually 
by old age insurance to protect from 
indigence all citizens of 65 years or 
older. It likewise provides for unemploy- 
ment insurance to protect workers from 
poverty if they lose their jobs. The law 
also sets aside Federal funds to help 
states care for needy women and chil- 
dren; to help blind and otherwise dis- 
abled children and adults; and to main- 
tain public health services. 
‘Undoubtedly, in the future, if this 

most colossal welfare plan proves suc- 
cessful in operation, persons of great 
wealth—if there are any such left—will 
hesitate to make large bequests to 
charitable and welfare foundations. 
They may decide it is no longer neces- 
sary. However, there are still likely to 
be many special and worthy objects 
and institutions that will not be cared 
for under the Government’s social 
security plan, and the trusts and 
foundations already established, at 
least, without doubt can still find suit- 
able objects for their benefactions, in- 
asmuch as their directors can always 
use their own best judgment and dis- 
cretion in meeting new conditions. 
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LAMSON TUBES 

increase 

BUSINESS PROFITS 
In any business organization, 
a Lamson Tube System puts 
every department at your el- 
bow — speeds interchange of 
papers, files and messages— 
provides written records. Put 
the problem of cutting costs 
in any business up to Lamson. 

ONLY 

SIGHT 
GIVES 

POSITIVE 
PROTECTION 

Swiftly and silently LAMSON TUBES 

speed check or signature from Teller to 

Bookkeeper for written O. K. 

LAMSON TUBES abolish distance! 
Although your bookkeeper may be 
located several floors away —a LAM- 
SON TUBE SYSTEM puts him, in 
effect, at your teller’s elbow. Guess- 
work on doubtful checks or signatures, 
and consequent gamble with loss, are 
entirely eliminated—for this system al- 
lows the signature itself to be verified. 

In appearance and operation LAMSON 
TUBE SYSTEMS are in keeping with your 
Bank. The stations, although usually entirely 
out of sight, are small in size and modern 
in design. The service is so fast, yet silent, 
that customers are unaware of exchange of 
information. No delays! No embarrassing 
oral conversations! 

Leading banks everywhere—large and small 
— use LAMSON TUBE SYSTEMS. Installa- 
tion cost is very low and, once installed, the 
System is your property, without continued 
outlay. Our representative will submit a 
written recommendation for your bank. 

LAMSON 
PR €.2 = & ft i ¢ 

TUBES 
PUT YOUR BOOKKEEPER AT YOUR TELLER’S ELBOW 
"errata aa a ait i int ai 

THE LAMSON COMPANY e SYRACUSE, N.Y. 

Without obligation to us, send complete information on LAMSON TUBES. 
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Do out 
IN 

AKRON, OHIO 
ARDMORE, OKLA. 
ASHEVILLE, N. C. 
ATLANTA, GEORGIA 
AuBurn, N. Y 
BALTIMORE, MARYLAND 
BARTLESVILLE, OKLA. 
BINGHAMTON, N. Y. 
Boston, Mass. 
BRIDGEPORT, CONN. 
BrocxkTon, Mass. 
BuFFALO, NEw York 
BuRLINGTON, N. C. 
CEDAR Rapips, Iowa 
CHATTANOOGA, TENN. 
CINCINNATI, OHIO 
CLEVELAND, OHIO 
DALLAs, TEXAS 
DAVENPORT, IOWA 
Dayton, OHIO 
DENVER, COLORADO 

Des Mornes, Iowa 
DuLuTH, MINNESOTA 
DurHaM, N.C. 
Fat RIVER, Mass. 
Fort Wayne, Inp. 
Fort WorTH, TEXAS 
HARTFORD, CONN. 
HOLYOKE, Mass. 
Kansas City, Mo. 
KNOXVILLE, TENN. 
LAWRENCE, Mass. 
Lewiston, MAINE 
LoulsvIL_Le, Ky. 
MALDEN, Mass. 
MiaMI, FLORIDA 
MINNEAPOLIS, MINN. 
New BEeEpDForD, Mass. 
New Haven, Conn. 
Newport, R. I. 
Newport News, VA. 
New York, N. Y. 

CITIES: 

NORFOLK, VIRGINIA 
OAKLAND, CAL. 
OKLAHOMA City, OKLA. 
ORLANDO, FLORIDA 
PAWTUCKET, R. I. 
PETERSBURG, VIRGINIA 
PHILADELPHIA, Pa. 
PHOENIX, ARIZONA 
PoRTLAND, MAINE 
PROVIDENCE, R. I. 
RICHMOND, VIRGINIA 
ROANOKE, VIRGINIA 
RocHEsTER, N. Y. 
Str. Paut, MINN. 
San ANTONIO, TEXAS 
San FRANCISCO, CAL. 
SAVANNAH, GEORGIA 
ScHENECTADY,N. Y. 
SHAWNEE, OKLA. 
SPRINGFIELD, Mass. 
Stockton, CAL. 

f di ag - Saisie 

THESE 

SyRAcusE, N. Y. 
TAMPA, FLORIDA 
TERRE Haute, INpD. 
TOLEDO, OHIO 
TOPEKA, KANSAS 
Tucson, ARIZONA 
TuLsA, OKLA. 
Utica, NEw York 
WASHINGTON, D. C. 
WATERBURY, CONN. 
WATERLOO, Iowa 
WESTERLY, R. I. 
WEsT Warwick, R. I. 
WicHiTa, KANSAS 
WILMINGTON, DEL. 
WitMIncTOoN, N. C. 
WINSTON-SALEM, N. C. 
Woonsocket, R. I. 
WORCESTER, Mass. 
Yonkers, N. Y. 
York, PENNSYLVANIA 

The Morris Plan institution in your city is one of those 
which have underwritten this series of advertisements in TIME, 

BANKING, and CREDIT WORLD. 

Its message to you is simple. 

It has spent a good many years and a considerable amount 
of money in learning and developing the specialized business 
of making relatively long term loans, on a basis that calls for 

monthly or weekly deposits. 

It knows that this work, to cover its costs and be service- 
able to “the man in the middle”, calls for an adequate back- 
ground of study and preparation. 

The local Morris Plan institution appreciates the value of 
specialization in industry, and in branches of banking other 
than its own. In recognition of this fact, it is accustomed to 

cooperate with commercial banks, savings banks, and trust 
companies in its city by recommending to those respective 
institutions, business which is out of its own specialized field. 
It is a customer of one or more commercial banks as a depositor, 
and occasionally as a borrower. 

Therefore, for the banking needs of individuals, your local 

Morris Plan institution invites you to refer to it undesired, but 
not undesirable, applicants for loans. 

tte THE 
Ql i 
7 

MORRIS PLAN BANKERS ASSOCIATION 
with which is affiliated the Industrial Bankers Association, Inc. 

15 East FayETTE STREET . BALTIMORE, MARYLAND 

Vigilance 

_ incident here related occurred 
in a small community. A stranger 

entered a drug store and ordered an 
ice cream soda. While drinking the 
soda he asked the proprietor to intro- 
duce him at the town bank, as he de- 
sired to open an account. He repre. 
sented himself to be a fruit broker and 
was soon presented at the bank. The 

cashier opening the new account asked 
for a bank reference, whereupon the 
“fruit broker” stated he never had a 
bank account and was just starting in 
business. The drug store owner inno- 
cently remarked that his new acquaint- 
ance looked like a reliable man. 

THE RIGHT PRECAUTION 

THE account was opened with $300 
and was drawn down to $50 within 10 
days. In the meantime the supposed 
broker had become friendly with the 
bank president. On the eleventh day 
the man walked up to the president 
with three checks of $1,000 each, pay- 
able to himself and issued by a well 
known fruit importer corporation. He 
said he needed half the money at once, 
and offered to pay the cost of a telegram 
to the bank where the checks were 
payable asking whether they were 
good. When the banker hesitated the 
“broker” pleaded an urgent need for 
half the money. The president, how- 
ever, stated that no advance could be 
given, and returned the checks when 
the man declined to put them through 
the proper channels for collection. As 
he left he mumbled something about the 
small town bank’s being unwilling to 
assist a business man and promptly 
withdrew his $50 balance. The “ broker” 
was never seen again in that particular 
village. 

Some months later the bank presi- 
dent was informed by the chief of police 
in a town 60 miles away that a pass- 
book of the bank had been found in 
the effects of a man arrested for fraud. 
The president related his experiences 
with the “fruit broker” and was in- 
formed that the man was then a “shoe 
broker” and had defrauded the local 
bank of $500 which had been given him 
in advance on a $4,000 check of a large 
shoe corporation. Needless to say the 
check was a forgery. The culprit was 
caught in a hotel several miles distant. 
Fortunately he still had $400 on his 
person and this was returned to the 
bank. 

Wariness on the part of bank officials 
will help greatly in reducing losses. 

BANKING 



PERATING a modern bank re- 

0 quires close cooperation of direc- 
tors, officers and employees. There is a 
vast amount of detail operations that 

must be closely observed in order to 
reduce overhead costs and protect the 
bank from losses. 

In many banks the practice of rotat- 
ing employees has been found beneficial 
in auditing as well as furnishing valu- 

able experience to the individuals 
employed in the work. Obviously, the 
value of the audits depends largely on 
the individual ability of the auditors. 

When directors undertake an ex- 
amination of the bank it seems that they 
should be compensated according to 
the time and work required in making 
the audit. Officers should supply each 
member of the auditing committee with 
copies of the banking laws and regula- 
tins and also some recommended 
auditing procedure, so that the directors 
may thoroughly inform themselves be- 
fore making an examination of the 
bank. 
Often it will be found beneficial to 

suggest a division of the work so that 
each member of the committee will 
know exactly what he must check and 
how the work is done. For example, if 
one person knows that his job is to 
prove the liability ledger and check 

Director Audits 

the audit will proceed in an orderly 
manner. 

One of the most important features 
of a director audit is the fact that the 
committee is in a position to check care- 
fully the collateral held by the bank. 
In many instances it is possible for 
directors to make inspections on real 
estate loans and place a value on the 
collateral. Bank examiners do not have 
the time to make such inspections nor 
are they familiar with real estate values 

1863 

in certain communities. Where directors 
are in personal contact with many of 
the bank borrowers, such an arrange- 
ment has many advantages. 

Perhaps an inside look into operating 
methods will be interesting as well as 
instructive to directors who ordinarily 
see only the results. 

GeorcE R. SMITH 
Cashier 
Commercial National Bank 
Demopolis, Alabama 
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‘es accumulated experi- 

ence of The First National 

Bank of Chicago covers more 

than seventy years. The 

Divisional Organization since 

1905 has developed direct 

contacts between officers of 

the bank and its customers. 

the notes, much time will be saved and 

STEEL 

Benjamin F. Fairless heads the 
combined Carnegie and IIli- 
nois Steel companies, subsidi- 

aries of U. S. Steel Corp. 

Correspondent banks have 

found the relationships 

under the plan both pleasant 

and profitable. 

The First National 
Bank of Chicago 

Charter Number Eight 

WIDE WORLD 



Banks and Home Loans 

§ pm banks of the country to date 
account for considerably more of the 

mortgages and modernization loans in- 
sured by the Federal Housing Admin- 
istration than all other classes of insti- 
tutions combined. 

Information to this effect has been 
conveyed to members of the American 
Bankers Association by Robert V. 
Fleming, First Vice-President. When 
the F.H.A. began operations about a 
year ago, the Association designated 

Mr. Fleming as its liaison representa- 
tive to cooperate with the Federal 
agency. 

Writing to the membership under 
date of September 5, Mr. Fleming said 
the volume of credit extended for mod- 
ernization of property and mortgages 
selected for appraisal to be insured on 
dwellings had then reached a total of 
$291,904,337, with the daily amount 
steadily increasing. “A very substantial 
part of the residential construction, the 
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A COMMERCIAL BANK THAT AFFORDS 

ITS CORRESPONDENTS CLOSE CONTACT 

WITH EVERY 

CONTINENTAL ILLINOIS 
NATIONAL BANK AND 
TRUST COMPANY 
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INDUSTRY 

property repairs, and the manufacture 
of building materials, equipment and 
machinery, etc., thus stimulated,” he 
stated, ‘is due directly to the active 
participation of our members in the in- 
sured mortgage plan and the moderniza- 
tion credit plan of the F.H.A.” 

“In view of the fact that we believe 
the provisions of the National Housing 
Act afford a medium whereby the banks 
of the country can materially assist in 
economic recovery and render a further 
useful service to their communities, as 
well as obtain a safe and sound earning 
asset,” Mr. Fleming wrote, “I feel it js 
desirable to call to the attention of our 
members certain additional measures 
recently adopted by Congress, a sum- 
mary of which is contained in the en- 
closed memorandum, which are de- 
signed to make the original law more 
workable and broaden the opportunity 
for service.” 

The summary listed nine principal 
amendments passed by the 74th Con- 
gress facilitating the administration of 
the National Housing Act. 

“T am also enclosing,” said Mr. 
Fleming, “‘a copy of a letter from the 
Chairman of the R.F.C. to the Federal 
Housing Administrator, from which 
you will observe that insured mortgages 
are given a degree of liquidity which 
should be desirable from the standpoint 

COMMERCE 

Ernest G. Draper (below), is 
the new Assistant Secretary 
of Commerce, replacing John 

Dickinson 

HARRIS & EWING 

BANKING 



An announcement by the F.H.A. states 

that an amendment to its rules per- 

mits “the prospective borrower to em- 

ploy the services of a broker in arranging 

for an insured mortgage loan and to 

y the broker such compensation as is 

satisfactory to the broker.”” Previously 

there was some doubt among real es- 

tate men as to whether such an ar- 
rangement was permitted. 

of the lending agency. You will note 
further that under the Banking Act of 
1935 insured mortgages will be eligible 
as collateral with the Federal Reserve 
banks.” 
The letter referred to, from Jesse H. 

Jones to Stewart McDonald, Acting 
Federal Housing Administrator, follows: 
“For the purpose of encouraging the 

construction of new homes and to assist 
in creating a more general market for 
mortgages insured under the National 
Housing Act, the R.F.C. Mortgage 
Company will, until further notice and 
to the extent hereinafter named, buy 
and sell these insured mortgages, with- 
out recourse. 

“For the present the R.F.C. Mort- 
gage Company will buy the mortgages 
at par and accrued interest, less a dis- 
count of 4 of 1 per cent, but will buy 
only from reputable financial institu- 
tions originally making the loans, who 
agree to look after servicing them. 
“Any mortgages that we buy will be 

available for sale and when sold through 
qualified brokers and distributors, we 
will allow an over-all commission of % 

of 1 per cent to cover their compensation 
and cost of distribution. 

“Under the new Banking Act, banks 
may invest in these mortgages and we 
feel they also offer a desirable form of 
investment for institutions and fiduciary 
trusts. The greater their distribution, 
the more home building we will have, 
and the more we will contribute to 
national recovery. 

“Applications to sell and commit- 
ments for the purchase of these mort- 
gages will be considered at the 32 R.F.C. 
loan agencies throughout the country. 

“$10,000,000 has been made avail- 
able to the R.F.C. Mortgage Company 

by the Reconstruction Finance Cor- 
poration as a revolving fund for this 
purpose.” 

Mr. Fleming also called the member- 
ship’s attention to a form of approved 
trust agreement, provided by and 
available through the F.H.A. offices in 
Washington, which is designed to en- 
courage the purchase of insured mort- 
gages by individual investors. 

In conclusion he wrote: “ May I urge 
your continued and active interest in 
the program of the Federal Housing 
Administration, which affords our mem- 
bers a desirable facility to offer to the 
communities which they serve.” 

“Oh, But That Won’t 
Happen to ME!” 

Of all the famous last lines, of all the deeply regretted 
convictions you'll probably be sorriest about the idea that 
some particular catastrophe can’t possibly happen to you. 
There was a man who wouldn’t buy windstorm insurance 
because in Ais part of America windstorms were scarce. 
Next day the roof of one of his buildings was blown into 
the river. There was a suburbanite who pooh-poohed the 
explosion hazard and whose boiler blew a wall out a little 
while later. 

Maybe it’s because we in insurance don’t clarify an 
important fact: the rates take into account the frequency 
of occurrence. That’s why windstorm insurance costs less 
than fire insurance. If there really were no hazard, if the 
catastrophe couldn’t happen to you, there wouldn't be 
insurance available. Really everybody, everywhere, needs 
windstorm insurance. 

When you buy insurance, examine the company as 
you would a firm to which you were offering your largest 
line of credit. Investigate the agent as you would an 
individual to whom you were giving credit on character 
only. You will find that these sound, progressive com- 
panies with their tradition of more than two centuries, 
and the agents who represent them, will stand up well 
under the strong light. 

WORK RELIEF 

W. M. Cotton is head of the 
Projects Control Division of the 
Works Progress Administration 

The 

LONDON ASSURANCE 

The 

MANHATTAN 
Fire and Marine Insurance Company 

The 

UNION FIRE 
Accident and General Insurance Company 

99 JOHN STREET NEW YORK 

WIDE wortp 

October 1935 



Building and Modernization Activity 
gone on the building permits for 

more than 700 cities reported to the 
Bureau of Labor Statistics, Department 
of Labor, a chart published by the Fed- 
eral Housing Administration illustrates 
the increase in the number and value of 
additions, alterations and repairs on 
home and business structures since Sep- 
tember 1, 1934. 

An analysis of the chart discloses, 
says an F.H.A. announcement, that 
starting in September 1934 the number 

of modernization permits increased each 
month over the previous month until 
January 1935, and the value increased 
up to December. From January of the 
present year the number of permits in- 
creased appreciably while values had 
an even greater proportionate increase, 
continuing through the first six months. 

“Coincident with the effective begin- 
ning of the mutual mortgage insurance 
plan, just previous to January 1, 1935,” 
continues the statement, “‘ was the sharp 
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rise in the number and value of permits 
issued for new residences. Even in the 
off-season months of January and Feb. 
ruary, the gains over the previous year 
were respectively 66.6 per cent and 
102.3 per cent in number of permits; in 
value the increase was 104.8 per cent 
and 99.4 per cent. 

“In March they continued to rise. 
During April and May the increases in 
both number and value were not quite 
as high as in March. In June, however, a 
new high point was reached—the num- 
ber increased 157.3 per cent and the 
value increased 228.9 per cent. In July, 
when there is a usual falling off, the 
number of new residence permits in- 
creased 183.4 per cent but the value 
increase, 214.9 per cent, was slightly 
lower than June.” 

Modernization 

Loans 

- RESPONSE to a request for in- 
formation on The Cleveland Trust 

Company’s experience with moderniza- 
tion loans under Title I of the National 
Housing Act, I. I. Sperling, assistant 
vice-president of that institution, writes 
to BANKING: 
“We did a nominal amount of adver- 

tising and found that most of the appli- 
cations were acceptable—about 90 per 
cent, if you don’t include the requests 
for equipment. 
“We did not have a personal loan 

department to start with. Our repay- 
ment experience has been excellent. Of 
968 loans to date (September 11), fora 
total of about $411,000, only one looks 
as though we’d have to claim insurance 
on it. 

“It is of course very difficult to deter- 
mine whether these loans have served 
as a feeder to other departments. How- 
ever, we have had several cases where 
that has happened and, inasmuch as 4 
fair percentage of our loans has been 
made to people whose properties are 
clear, we feel that other good business 

may follow. 
“The advertising undoubtedly has 

public relations value in breaking down 
the notion that banks are not willing to 
lend and in evidencing the bank’s will- 
ingness to help the home owner, the 
building trades employees and material 
dealers, and in stimulating recovery.” 

BANKING 



New F. R. S. Regulations 

T is improbable that the new F ederal 

| Reserve Board—all Governors— 

will be appointed much before February 

|. at which time the new Board of Gov- 

ernors of the Federal Reserve System 

with the new Open Market Committee 

will commence to function. Even if all 

the present members were reappointed, 

which is not considered likely, there 

would be two vacancies to fill, caused 

by the elimination of the Secretary of 

the Treasury and the Comptroller of 

the Currency from ex officio member- 

ship. 
Since members will be appointed 

for terms ranging from two to 14 years, 

so that only one member will be retired 

every two years after the Board is per- 
manently constituted 12 years from 
now, there is considerable room for 
short term, long term and miscellaneous 

term appointments. Nevertheless names 
so far mentioned for membership on 
the Board promise a strong organiza- 
tion amply able to use the extended 
powers given it. 

THE TENTATIVE DRAFT 

CAREFUL reading of the Banking Act 
of 1935 will give a good idea of what the 
new regulations of the Federal Reserve 
Board based upon that law are likely 
to be. The tentative draft sent Reserve 
banks for criticism sticks very closely 
to the law and amplifies the latter only 
when amplification or explanation seems 
necessary. For example, advances made 
up to four months on other than eligible 
paper may be made on promissory 
notes payable at a definite date or 
payable on demand within a specified 
period. Provisions as to additional 
security which may be demanded by 
a Reserve bank in making advances or 
discounting paper limit the total col- 
lateral which may be required to 150 
per cent of the advance or 50 per cent 
of the amount of the paper discounted. 
Regulations to govern advances to 
member banks on real estate papers 
carefully follow the provisions of the 
law permitting member banks to make 
such loans, particularly the new 10- 
year amortized variety. 
The draft suggests limiting savings 

accounts on which interest is paid to 
$10,000, and where more than one 
withdrawal a week is made from a 
Savings account the latter is to be 
classified as a demand deposit and 
interest upon it would be suspended 
for a month. In general the draft regu- 
lations suggest close drawing of lines 

October 1935 

| 

separating the classes of deposit ac- 
counts and a determination to prevent 
the abuses of savings accounts prevalent 
during the past two years. 

The Board proposes to prevent a 
bank from making loans or paying 
dividends so long as its reserves are 
deficient and sets up a more definite 
system of retiring Reserve bank capital 
owned by insolvent banks and by banks 
reducing their capital or surplus. Pro- 
visions of the law in regard to loans to 

bank officers are held to apply to the 
chairman of the board of a bank, the 
president, every vice-president, the 
cashier, secretary, treasurer and trust 
officer and every person who under the 
authority of the board of directors 
manages the affairs of the bank or any 
substantial part thereof, whether or not 
he has an official title or whether or 
not he receives compensation. It does 
not include a director who is not also 
an officer. 

Your Doctor, your Lawyer and Me 
“It’s old-fashioned to wait until illness 

or legal tangles arrive before consulting 
the doctor or lawyer. .. equally old- 
fashioned to wait until after the accident 
to see your insurance agent. e As one of 

6500 representatives of the Standard 
Accident Insurance Company of Detroit, 
I offer you valuable professional counsel 
based upon years of experience .. . 
counsel that is as important to your wel- 

fare as that of your doctor and lawyer. « 
Some time soon I’d like to discuss your 

insurance and bonding problems with 
you. Let me analyze your needs and 
prescribe the proper protection. « My 

service does not cease with your pur- 

chase. Through the years I maintain 
watchful guard over your interests, 
recommending increases or decreases 
in coverage according to your needs. 

Should claims arise I am available for 
advice and help. « Naturally, I recom- 
mend insurance and bonds in the 
Standard of Detroit. This secure institu- 
tion, with 51 years of service, has paid 
over $143,000,000 in claims . . . has 

over a million people under its broad 
wing of protection. Its reputation for 
prompt, fair payments is nation-wide. 
I am proud to represent the Standard.” 

Standard writes Safe Deposit Box Burglary and Robbery Insurance, Bank Burglary and Robbery, Messenger 
Robbery (outside holdup), Bankers’ and Brokers’ Blanket Bonds, Forgery Bonds, and all other forms of 

Casualty Insurance and Fidelity and Surety Bonds. 

51 YEARS OF SERVICE 

STANDARD ACCIDENT INSURANCE COMPANY 
Over $143,000,000 paid in claims of Detroit 6500 Agents throughout America 
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Improvement of Living Standards 
(CONTINUED FROM PAGE 25) 

a committee consisting of two retail 
dealers in gas and electric appliances, 
one distributor, the secretary-manager 
of the electrical association, and one 
utility representative. So far, over 60 
dealers have been approved by the com- 
mittee, and others are rapidly being 
added to the list. 

Mr. Haftenkamp gives the following 
picture of how the purchaser will bene- 
fit: “The purchaser wants to buy a re- 
frigerator having a cash selling price of 
$160.50. We have had a 24-month plan 

* 

with a down payment of $10.50 and 
monthly payment of $7.32. We can now 
offer him this refrigerator for the same 
down payment and a monthly payment 
of $4.98, which is $2.43 per month or 
33 per cent less than formerly. While the 
financing is continued for 36 months 
instead of as formerly, 24 months, the 
financing cost is increased only 42¢ for 

the extra 12 months. 
“Your salesman, seeing that the 

customer needs other appliances badly, 
proposes that he add an electric range to 
his purchase. The range has a cash price 

* 

FIRE INSURANCE IS OBLIGATORY! 

Why not Rust Insurance 

with Copper and Brass? 

Every year rust costs American home-owners more than 

fire. Yet much of this loss is needless . . . and can be 
avoided by using these durable, rust/ess Anaconda Metals... 

Anaconda Brass Pipe...the stand- 

ard of quality since the need 
for rustless plumbing was first 

recognized. 

Anaconda Copper Water Tubes... 

for low-cost assembly with 
“solder’’ fittings. 

Anaconda Sheet Copper... time- 
tested, lasting, economical... 

for roofs, gutters, leaders and 
all exposed sheet metal work. 

as copper, strong as steel... for 
sturdy, long-lasting hot water 
storage tanks. 

Anaconda Bronze Wire... for 

window and door screens and 

solid Brass or Bronze for hard- 

ware and lighting fixtures. 

The lasting economy of rustless 
metals should appeal strongly 
to thoughtful borrowers, as 

well as to lenders, of long- 
Everdur Metal... tustless AusbowoA term “building money”’. 

THE AMERICAN BRASS COMPANY 
General Offices: Waterbury, Connecticut 

Offices and Agencies in Principal Cities 

ANACONDA COPPER & BRASS 
* 

of $150. The customer learns the down 
payment is still $10.50 and that the 
monthly payment is $7.74, which is only 
42¢ per month over the former payment 
for the refrigerator alone. When the 
customer thinks of all the benefits and 
all the service he will get in terms of 
comfort and labor-saving, the sale js 
quickly made.” 

For the bank, this plan has all the ad. 
vantages of the small loan department 
without some of its disadvantages, 
While the officers of the bank were yp. 
willing to commit themselves on the 
point, it may be assumed that any re. 
possessions will be the responsibility of 
the utility company. The 2 per cent 
deduction is considered sufficient to care 

for any defaults in payment; but should 
it prove not sufficient, that part of the 
financing will also fall upon the utility, 
It is hardly to be expected that a bank 
could afford to enter that phase of 
financing in view of the possibility of 
creating ill will, the last thing that any 
bank wants today. 

Primarily the bank’s part in the plan 
is to supply the capital for the dealers’ 
sales and to collect the payments in an 
orderly manner. The Lincoln-Alliance 
Bank is not a stranger to the question of 
small loans, as already 65 per cent of its 
loans are for less then $1,000. Obviously 
it will benefit from the profitable em- 
ployment of its funds and from the be- 
fore-mentioned bank traffic. Since its 
seven branches are conveniently located, 
it furnishes a ready means of payment. 

It appears likely that the correla- 
tive benefits that will accrue are many. 
It is not difficult to understand that 
many of the dealers, benefiting from 

increased sales, will be brought into 
close contact with the bank. If they do 
not have accounts there, it should not 
be difficult for the bank to secure them. 
So also with the large number of people 
who at regular intervals will come into 
the bank’s branches to make their pay- 
ments. If they are served courteously 
and efficiently—if they are made to feel 
at home—it is logical that they will 
turn to this institution when they need 
other banking services. 

Why, someone may ask, doesn’t the 
utility company handle its own financ- 
ing and thereby make a double profit? 
The answer is that that is not the com- 
pany’s business. It is not set up to carry 

out the functions of a financing agent. 

Nor does it wish to be, for there is plenty 

to do in the line of work for which the 

company is organized. Moreover, utility 

executives—a keen and intelligent group 

of business men—sense the value of 4 

strong local bank’s sponsorship of their 

sales plan. 

BANKING 



Insurance Advertising Conference 

DEAS for furthering the interests of 

I insurance companies were exchanged 

at the 13th annual meeting of the 

Insurance Advertising Conference, held 

September 16 and 17 at the Westchester 
Country Club, Rye, New York. The 

conference comprises representatives of 

the leading life, fire and casualty com- 

ies in the United States and Canada. 

Speakers emphasized the financial 

soundness of the insurance business, 

stressed its service to society as an in- 

stitution, and discussed trends and 

scope of insurance advertising. 
The job that advertising may do for 

insurance at present, said Allen B. 

Sikes, eastern manager of the bureau of 

advertising of the American Newspa- 
per Publishers Association, should not 
stop at proving that insurance and 
security are synonymous. It should 
also prove that insurance must be kept 
secure by the people who pay the pre- 
miums. Inasmuch as the policyholders 
constitute the majority of the popula- 
tion, the country’s social and economic 
fate “may well be said to rest in their 

hands.” 

THREATENING LAWS 

“IF people generally knew more about 
insurance, would they stand by and 
permit legislators to pass laws that 
threaten the security of insurance?” 
Mr. Sikes asked. “How many life in- 
surance policyholders would continue 
to cheer schemes to put corporations 
on the spot, soak the thrifty and be- 
devil business generally, if they would 
be made to see that such schemes 
threaten to destroy their insurance 
savings?” 

Arthur H. Reddall, advertising man- 
ager of the Equitable Life Assurance 
Society of New York, reported that the 
advertising of life insurance had shown 
continued increase and improvement 
during 1935. 
“Today,” he said, “there are 17 

companies conducting national cam- 
paigns in magazines and weeklies, and 
a larger number than ever are using 
hewspapers periodically or on a sus- 
tained basis. 
“Copy shows greater freedom of 

treatment and broader scope. Getting 
away from the dull, dignified statement 
of fact formula and from the use of 
technical terms, it is reaching a much 
Wider audience through the use of 
human interest appeal in its examples 
and descriptions, and through more 
latitude in expression and layout.” 
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Attempts to regulate economic con- 
ditions by legislation have proved 
abortive in the past, as they will in the 
future, Howard P. Dunham, vice- 
president of the American Surety 
Company, told the conference. The 
fallacy that legislation is a cure-all is 
“gradually giving way to saner views of 
dealing with problems of government 
and business.” The astounding growth 
of insurance “has been made possible 
by its great leaders who have met each 

sound principles endure. 

safety of deposits. 

problem as it has arisen with courage 
and in a spirit of cooperation.” Mr. 
Dunham said the advertising men’s 
job should be to “spread the gospel of 
loss prevention and to show the public 
that care means lower rates and care- 
lessness higher rates.” 

Alfred M. Best emphasized that more 
than 95 per cent of the life insurance in 
force in this country was carried by 
companies “of undoubted solvency and 
responsibility.” 

PRINCIPLES 

WHICH ENDURE 

Policies must change to meet changing conditions, but 

For more than a century certain fundamentals have 
governed Central Hanover. 

IN BANKING—cooperation with customers 
in good times and bad; a primary regard for the 

IN TRUSTS—full appreciation of conserva- 
tion as the first responsibility of a trustee; 

independence in the selection of investments for 

trust funds; thoughtful attention to beneficiaries 
as well as to property. 

IN ALL RELATIONS—emphasis on 
quality of service designed to make this bank a 

constructive influence in the affairs of its custom- 

ers and the business of the nation. 

These principles endure. 

They will control our course in the future as they have 
in the past. 

CENTRAL HANOVER 
BANK AND TRUST COMPANY 

NEW YORK 



Opinions on Banking-by-Mail 

CROSS-SECTION of opinion on 
banking-by-mail has been obtained 

by the Bank Management Commission, 
American Bankers Association. 

The Commission asked representa- 
tive bankers in various sections of the 
country whether their institutions en- 
couraged this method of banking, 
whether the practice was general locally, 
whether the bankers believed it was an 
important and worth while develop- 
ment, and whether they thought pro- 

*BASY MONEY’ SCHEMES 

motion of the service through advertis- 
ing would be helpful. Excerpts from 
some of the replies published herewith 
contain interesting reactions, comments 
and viewpoints. 

The president of an eastern bank 
wrote: ‘There has been a question in 
my mind as to whether or not, with 
the development of banks and branches 
in recent years, banking-by-mail, par- 
ticularly in the congested districts of 
the East, is an economical thing. Our 

The high calibre of bank employees, generally, is a tribute to the able 
care invested by bank executives in their choice. Yet no system of selec- 
tion has yet been contrived which will operate infallibly to single out 
and bar bad moral risks. 

Because bankers keenly realize this serious human hazard, no institution 
is without Fidelity Bond protection. Yet the millions in EXCESS losses 
suffered by victimized banks remains appalling. 

A small premium will increase the amount of your Bankers Blanket Bond 
to afford protection truly adequate. Where Fidelity Bonds and Burglary 
Insurance alone are still carried, the shift to the Blanket Bond assures 
the broader coverage needed. Through any National Surety representa- 
tive, we shall be glad to assist with a thoroughgoing analysis of your 
present protection, and submit constructive suggestions. There is no cost 
or obligation. 

There are National Surety representatives everywhere. Each is a specialist in 
Fidelity, Surety, Forgery and Burglary protection, thoroughly equipped to serve you. 

NATIONAL SURETY 
CORPORATION 

VINCENT CULLEN, PRESIDENT 

cashier has given me an analysis which 
indicates that our banking-by-majl i, 
really quite profitable. We are receiving 
an average of 10 deposits each day for 
various accounts, some of them repre. 
senting substantial balances. I believe 
the banks in this territory have always 
encouraged the practice, but in recent 
years have not featured it in thei: 
advertising.” 

A southern banker expressed the 
opinion that probably the justification 
for banking-by-mail today “would be 
confined to that condition which exists 
in quite a number of our small towns 
where there are no present banking 
facilities.” Aside from this, he could 
see no reason for emphasizing banking. 
by-mail, his opinion being that “the 
cost would probably more than absorb 
any profit that might accrue.” 
A banker in a South Atlantic state 

said his institution had run a few ad- 
vertisements on banking-by-mail and 
had sent out some folders, “but the 
results have been very poor.” Every 
community of any size in the state has 
its own local bank “and for the larger 
banks to flood the territory of the 
smaller banks with bank-by-mail ad- 
vertising, I think would lead to a lot of 
resentment from the smaller banks.” 

PERSONAL CONTACT 

AN Indiana bank executive, express- 
ing doubt as to the value of advertising, 
pointed out that “in small communities 
the people are slow not to continue to 
have face-to-face contact in their deal- 
ings, and, furthermore, the distance to 
their trading center, where there is a 
bank, is not great. On the contrary, 
however, I can see that a mail develop- 
ment for rural banks would act natu- 
rally as a deterrent to branch offices of 

other banks.” 
“In our own case,” wrote a Pacific 

Coast banker, “we do encourage bank- 
ing-by-mail, particularly in connection 
with our branch banks. I believe that 
banks generally in our community ad- 
vocate such a form of banking, although 
it has not come to my notice that there 
is any concerted drive in that direction. 
I believe the development is worth 
while, particularly now when so many 
communities are without banking fa- 
cilities.’ This banker thought wel 
written advertisements promoting bank: 
ing-by-mail would be helpful to many 
institutions. 

A Kansas banker reported that his 
institution encouraged banking-by-mail 
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and that the results were satisfactory. 

Mail deposits, said a Wisconsin bank 

esident, are less expensive to handle 

than window transactions, while, from 

the customer’s viewpoint, bank-by-mail 

service is an added convenience. A 

banker in a Louisiana city wrote that 
his bank encouraged the practice, “but 

not too strenuously, for like all other 
banks in larger centers we enjoy de- 

sits from banks in communities sur- 

rounding us and we don’t like to be in 

too active competition with our cus- 

tomers.” 
A Nebraska banker raised the ques- 

tion whether city banks would under- 

take to solicit deposits in country 
neighborhoods, to the disadvantage of 
rural institutions. He also doubted 
whether the practice was worth while, 
pointing out that farmers, with auto- 
mobiles and good roads at their dis- 
posal, thought nothing of driving 20 
miles to their banking town. 

MINIMUM OF TROUBLE 

A BANK in western New York said it 
was encouraging customers to bank by 
mail and was doing considerable busi- 
ness in that way. It furnishes addressed 
envelopes and other materials which 
enable depositors to send the bank their 
business with a minimum of trouble. 
The reply of a Connecticut banker 

stated that in his district most of the 
banking-by-mail was done by individ- 
uals. “For instance,” he wrote, “we 
have quite a heavy mail each quarter 
caused by customers sending in divi- 
dend checks for deposit, but we have 
very few business accounts that use 
the mail. With the mutual savings banks 
and perhaps some commercial banks 
carrying savings accounts, the story is 
probably different.” 
A Montana banker said his institu- 

tion had not encouraged the practice, 
and that there had been no disposition 
on the part of any banks in the com- 
munity or territory to develop it. 
A Chicago bank executive replied 

that while his institution did not have 
anactive program to encourage banking- 
by-mail, because of a lack of demand 
from its more important customers and 
the expense incident to special supplies, 
the bank was glad to have its customers 
mail their checking account deposits, 
using duplicate slips. 
2 € operating procedure in our 

savings department,” said this banker, 
“is somewhat more complicated, and 
as many small savings accounts do not 
Justify the additional expense of han- 
dling by mail, this department does not 
fncourage this procedure; in fact, when 
direct questions are asked by our cus- 
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tomers we tell them that they may 
handle transactions by mail, but that 
it is more satisfactory for them to come 
in personally with their passbooks 
unless it is impossible or particularly 
inconvenient for them to do so. 

“Disregarding the advantages and 
disadvantages of banking-by-mail from 
the standpoint of the banks, whether it 
is a coming and worth while develop- 
ment in banking, depends, in our opin- 
ion, upon the trend of branch banking. 
If branch banking comes, we see no 
great need for a general banking-by- 
mail movement, but if it does not come 
there probably are locations where 

banking-by-mail would serve a useful 
purpose.” 

A western banker believed that 
“every worth while customer, as he 
finds it necessary, is doing his banking 
business by mail” and that a “high 
pressure advertising campaign would 
bring in a lot of undesirable accounts.” 
This, he pointed out, had happened 
before, and “when service charges were 
assessed to make these accounts profit- 
able, a lot of ill will was engendered. 
People with unprofitable accounts 
claimed they started an account be- 
cause of an invitation received from 
the bank.” 

ST. LOU'S 
.«» Central City 

Within a 500 mile radius of St. Louis 
live fifty-million people, nearly half 
the population of the United States. 
To a great portion of these people 

St. Louis is the nearest large city, 
easily accessible...the head- 
quarters of supply and demand. Thus 
the advantage of a good St. Louis 
banking connection is apparent. 

‘To the out-of-town banker, Mercantile- 

Commerce offers a valuable, efficient 
financial service in the center of this 
great trade territory ...a service 

which is based upon extensive 
facilities and the cumulative banking 
experience of seventy-seven years. 

Mercantile-Commerce 
Bank and Trust Company 

Locust ~ Eighth ~St. Charles 



The Volume of Commercial Credit 

R nearly three years the commer- of the tremendous liquidation of the impossible to measure the decrease in 
cial banks of the United States have accumulated results of the business active bank credit put out in the form 

been subjected to the most intense crit- boom of 1926-1929, followed by the of sound loans, although the records 
icism to the effect that they have re- inevitable collapse. show that in that period member banks 
fused to lend money to business enter- Between June 30, 1931, and June 30, in the Reserve System wrote off upward 
prises and have otherwise failed to give 1933, outstanding loans in all commer- of a billion and a quarter dollars of bad 
to commerce and industry that credit cial banks in the United States, as re- loans. 
service to which they are entitled. ported through the Comptroller of the Since the banking holiday of 1933 
The decrease in the outstanding volume Currency, decreased from $29,215,000,- however, the record is fairly clear, In 
of loans has been the result of writing 000 to $16,262,000,000, or by $12,953,- the 2-year period between June 30 
off of bad loans and the disposal of sour 000,000. But since 7,360 commercial 1933, and June 29, 1935, the outstand. 

real estate mortgage loans, botha phase _ banks were wiped out in this period itis ing loans of member banks in the Re. 
serve System fell from $12,858,000,000 
to $11,979,000,000, a loss of $879,000,- 

000. The decrease in the volume of 
loans in non-member banks in the pe- 
riod was in larger proportion and prob- 
ably amounted to around $500,000,000. 

Thus the apparent total decrease in 
commercial bank loans in the past two 
fiscal years was about $1,375,000,000. 

The other side of the ledger provides 
full explanation for this decrease, with 
considerable margin to spare. In the 
calendar years 1933 and 1934 member 
banks in the Reserve System wrote off 
bad loans of $877,224,000. 

Against these gross write-offs of loans 
in the two years there were recoveries 
amounting to $73,204,000, but these re- 
coveries, in large part at least, went into 
cash and are not a proper set-off for the 
reduction in loans by writing off the lat- 
ter. To the total of $877,224,000 written 
off in member banks must be added an 
estimated $200,000,000 written off in 
non-member banks which are members 
of the deposit insurance system, this esti- 

mate being based upon the loan losses 
for 1934 as reported by the F.D.LC. 
Thus there is a total of $1,077,224,000 

FACING THE U. S. TREASURY in the volume of outstanding loans due 

to losses written off in the two years. 
For your Washington connection consider these In this same period the Home Own- 

advantages of the Riggs National Bank— ers’ Loan Corporation has paid active 
commercial banks between $325,000, 

Location: Across the street from the U.S. Treasury 000 and $350,000,000 for home — 
Buildine. gage loans, in addition to approximate y 

6 $401,000,000 paid to savings banks and 
Facilities: For clients and customers who wish to substantially the same amount to Ie 

make this bank their headquarters. ceivers of closed banks to release funds 
. for depositors. 

Experience : 99 years emphasis on service to those who In the 2-year period the Federal land 

may profit from our close contact with banks and the Land Bank Commis- 
national affairs. sioner have paid active commercial 

banks an estimated $415,000,000 for 

rur ane A , bad farm mortgages. The exact amount 

THE RIGGS NATIONAL BANK up to May 27 was slightly over “— 

: - 000,000. In both the farm mortgage an 

E of WASHINGTON, D. C. ‘ ae home mortgage loans taken over by the 
a —_o V. FLEMING, President and Chairman of the Board. | Government corporations from the 

. O. VASS, Vice President and Cashier. ; ws ee a : banks there was considerable writing 
ee POM AN. 5. 1 a Reema 189 | down of face values, so that the amount 
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of mortgage loans disposed of by the 
banks was something like 15 per cent 

greater than the amounts paid for them. 

The total reduction in the amount of 

outstanding loans due to losses written 

off or sour loans transferred to Govern- 

ment institutions is $1,827,224,000, 

inst the decrease in the volume of 
loans of $1,375,000,000. On the face of 
the record, accordingly, banks now have 
at work in loans $452,224,000 more than 
the sound loans they had outstanding 

two years ago. The unavoidable conclu- 

sion is that the banks have been making 
new loans in increasing volume. 
There is no question, of course, that 

the loan situation in commercial banks 
is abnormal, but business also is ab- 
normal, and aside from the wreckage of 
the pre-depression boom the record of 

the banks indicates that their loan port- 
folios have contracted or expanded in 
fair proportion to the contraction and 
expansion of business. It is also to be 
considered that since the beginning of 
the depression and especially in the past 
two years Government lending agencies, 
particularly the Farm Credit Adminis- 
tration, have been placing loans with 
the farmers of the country which in 
large part represent business previously 
handled by the banks. Such loans are 
placed at rates and terms which banks 
are not in a position to meet with safety. 
Government agencies, doing business 

on a wholesale basis in large volume and 
with loans spread all over the country 
in a manner to equalize and reduce 

1935 DRIVE 

Gerard Swope heads the Na- 
tional Citizens’ Committee on 
Mobilization for Human Needs, 
which is urging cooperation 
with local community chest 

campaigns 

INTERNATIONAL 
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risks on a national basis, have been able 
to handle business which the banks with 
their individual responsibility could not 
handle safely. Moreover, the fact must 
be taken into consideration that, in 
taking over nearly three quarters of a 
billion dollars in bad real estate loans 
from the banks, Government agencies 
have relieved the banks from probable 
further loss and have released bank 
funds for new loans. 

Reviewing the record of the past two 
years, it seems evident that bankers as a 
whole have accepted, perhaps because 
they could not do otherwise, criticism 
which individually they realized was 

uncalled for and unfair and not in ac- 
cord with their own activities. On the 
other hand, it is evident that much of 
the criticism of the lending policies of 
the banks which has come from both 
business and governmental sources has 
displayed a lack of knowledge of the 
real situation rather appalling in its 
depth and completeness. It is to the 
interest of the banks to lend money as 
freely as safety permits, and there is 
abundant evidence that they have done 
so and will continue to do so as the re- 
vival of business activity renders in- 
creased loans necessary and possible. 

GEorGE E. ANDERSON 

YOUR BANK needs 
THIS HOLD-UP PROTECTION 

In all parts of the United States, banks are 
buying York-built protective devices equipped 
with the Delayed Action Time Lock because 
they eliminate successful hold-ups and dis- 
courage the activities of bandits. 

YORK DELAYED ACTION 
COMBINATION TIME LOCK 

winds, sets and operates the same as the time 
lock on a large vault door. It is extremely 
simple and effective and can, if desired, be at- 

tached to your existing equipment. Complete 

information furnished on request. It is ap- 
proved by the Underwriters’ Laboratories and 
complies with the requirements of insurance 
companies. 

No. 326-D 

YORK 

DAY RAID 

LOCKER 

Furnished in a full 

range of sizes 

York Inspection and Guaranty Service protects you against lockouts 
and keeps your vault equipment in smooth working order. Expert 
mechanics at all our branches are at your service both day and night. 

The cost is very modest. Full particulars on request. 

YORK SAFE AND LOCK COMPANY 
YORK, PA. 

Builders of the 

World’s Greatest Vaults 

Gu BRANCHES IN ALL PRINCIPAL CITIES 

65 

Fire Resisting and Burglar 

Resisting Safes and Chests 



Clearinghouse 

N AUGUST 27 last a member of the 
Harrisburg, Pennsylvania, Clear- 

ing House Association brought in checks 
on other banks amounting to $18,822.68, 
receiving from other banks checks on 
it totaling exactly the same amount. 

“In our 29 years of operation,” 
writes A. K. Thomas, secretary of the 
clearinghouse, in calling the incident to 
the attention of the American Bankers 
Association, “this has never happened 
before. Do you know if it has ever hap- 

FROM THE HILLS 
In the Gold 

ties of California suffered one disastrous fire 

after another. In San Francisco alone between 

49 and ’51 over $20,000,000 worth of property 

was destroyed with practically no insurance. 

Undaunted, 

means being provided each time by a new sup- 

ply of “gold from the hills.” 

Uncertainty and luck may fit in with the lot 

of the prospector, but they have no place in 

modern business and banking. Your insurance 

agent will gladly cooperate to see that your cov- 

erage is thorough. The name of FIREMAN’s FUND or 

a company of its Group on your policy is assur- 

ance that your protection is secure. Backed by 

STRENGTH, PERMANENCE and STABIL- 
ITY, a policy in any of these companies is always 

worth par when misfortune strikes. 

DEPENDABLE 
INSURANCE 

SINCE 

1863 

Fire Automobile Marine - Casualty « Fidelity - Surety 

Coincidence 

pened anywhere else? It seems almost 
uncanny and I am curious to know.” 

The Association staff was curious,too, 
and did some investigating. A search 
through available records failed to re- 
veal a similar circumstance, nor could 
the Federal Reserve Bank of New York 
or the Commercial and Financial Chron- 
icle recall another example of an exact 
balance of clearings. 

The New York Clearing House has a 
record of one bank which on September 

Rush days, the pioneer communi- 

the sturdy pioneers rebuilt, the 

AGENTS EVERYWHERE 

Occidental Insurance Company 
Home Fire & Marine /nsurance Company 

REMANSTUND GROU 
Fireman's Fund Indemnity Company ~ Occidental Indemnity Company 

New York Chicago SAN FRANCISCO Boston Atlanta 

22, 1862, came within one cent of a 
balance. On December 16, 1873, a bank 
brought in checks totaling $1,605,603,4) 
and received checks totaling $1,605,. 
603.32, making a credit balance of only 
10 cents. Again, on May 23, 1902, 4 
member bank submitted checks totaling 
$661,847.01 and received checks ag. 
gregating $661,847.11, leaving a debit 
balance of a dime. 

The most recent approach to a bal. 
ance at the New York Clearing House 
was recorded on November 19, 1906, 
when a bank offered checks totaling 
$9,049,255.88 and received a total of 
$9,049, 255.40. 

Mutual Savings 
PEAKING before the Maine Savings 
Banks Association at Rockland, 

Robert C. Glazier, president of the Na- 
tional Association of Mutual Savings 
Banks, pointed out that the old-fash- 
ioned virtue of thrift was still mani- 
festing itself in the stability of deposits 
and the large number of new accounts 
constantly opened. Total deposits held 
by mutuals throughout the country 
now stands at the new high record of 
approximately $10,000,000,000, divided 
among some 14,000,000 accounts. 

Mr. Glazier found underlying condi- 
tions sounder than in a long time, and 
said there were many reasons for confi- 
dence in continued improvement. Al- 
though he took a cautious view of gov- 
ernmental spending and paternalistic 
plans, he emphasized that the natural 
strength of the nation and the enter- 
prise of its people were beginning to 
exert a powerful influence in the right 
direction. 

The adjournment of Congress, he 
thought, would not only give the coun- 
try time to take stock, but would also 
provide Senators and Representatives 
with an opportunity to review their 
recent proceedings and to map out for 
the next session a course that would 
correct mistakes and perfect measures 
that were meritorious in principle but 
loosely drawn. Mr. Glazier expressed @ 
hope that the next Congress would make 
it a first duty to restore confidence. 

Mr. Glazier discussed the organiza- 
tion and operation of the Mutual Sav- 
ings Banks’ Central Fund of Connectl- 

cut, of which he has been president since 

organization. Additional powers fe 

cently granted to the fund by the state 
legislature have greatly broadened and 
increased its usefulness to the banks 
and the community. 
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Results of Advices to Buy or Sell Specific Bonds 
(July, August, September, 1933) 

Immediate 
Results 

Agency 

B 

Positive weeks. . . 

Negative weeks.....--..----: 

*Total weeks 

5 
8 

13 

Short Term 

Results Results 

Agency Agency 

Cc A B A 
9 6 + 6 
4 2 9 3 

13 8 13 9 1: 

* Omitting weeks for which averages were not obtainable because of lack of recommendations or unavail- 

ability of quotations. 

Bond Market Forecasting 

(CONTINUED FROM PAGE 19) 

term, justified the procedure, since by 

May 11, 1935 the “sell” issue had de- 

clined to a relative price of 63.7, while 
the “buy” issue had risen to a relative 
price of 108.2. It is obvious that this 

switch would have been very profitable, 
for it avoided a very substantial loss in 
the issue which the forecasting agency 
recommended selling, and it achieved a 
profit in the issue which the forecasting 
agency recommended buying. 
Another type of result, which has 

been called positive in these analyses, 
and is therefore to be considered as suc- 
cessful, is exemplified in the advice to 
sell West Penn Power 4s of 1961, and to 
buy Montana Power & Light 4%s of 
1978. In this case the “‘sell’”’ issue rose 
to a relative price of 113.3, while the 
“buy” issue rose to a relative price of 
132.8. To have held either issue would 
have been profitable, but to have held 
the latter would have been substantially 
more profitable than to have held the 
former. 

Still another type of successful advice 
is found, for example, in the recommen- 
dation to sell Illinois Central 434s of 
1966 and to buy Gulf, Mobile & North- 
ern 5s of 1950. Over the medium term 
period the “‘sell’’ issue declined to a 
relative price of 69.1, the “buy” issue 
to 90.1. It is clear, of course, that in 
either case the invester would have lost, 
but if he had held the issue which the 
forecasting agency advised selling he 
would have lost more than if he had 
held the issue which he was advised to 
buy. 

Of the unsuccessful type of results 
there are likewise many examples. The 
advice, for instance, to sell Mississippi 

Medium Term | 

PROTECTION 

An example of the type of unsuccess- | 
ful operation in which the investor 
would have gained no matter which is- | 
sue he had held is to be found, for in- 
stance, in the advice to sell Chile Cop- | 
per 5s of 1947 and to buy Columbia Gas 
& Electric 5s of 1952, for, in this case, 
the “sell” issue rose to a relative price 
of 142.9 while the “buy” issue rose to 
104.0. The investor would have gained 
in either case, but, on the market record, 

the two-way transaction would have to 
be considered unsuccessful. 

It should be understood, of course, 

that during the period of one year fol- 
lowing the issuance of these advices 
there may have been counter-recom- 
mendations to buy or to sell. That being 
the case, it must be understood that 
such in-and-out trading can be con- 
strued only as speculation and not as a 
normal investment procedure. It is ob- 
vious anyway that many of the bonds 
recommended for purchase were purely 
speculative issues even though they 
were rated as fairly good investments. 
However, if the investor—or the mana- | 
ger of the bond portfolio—is willing to | 
affiliate himself with the speculative ap- | 
proach to portfolio management, there 
is much to be gained by careful study 
of the advices of organized forecasting 
agencies. 

Of course, it is understood that the 

forecasting agencies realize that their 
subscribers, whether individuals, banks, 

|\This NEW HAMMERMILL 

PORTFOLIO OF CHECKS 

| Will Be Sent To You FREE 

Fill in the coupon below 

This new portfolio, which fits a regu- 
lation letter-size file, contains specimens 

of actual checks in use today by out- 
standing American banking institutions. 
All are produced on Hammermill Safety 

Paper—the safety paper that assures 

PROTECTION for your checks. 
Hammermill Safety Paper for two de- 

cades has been the standard safety 

paper where moderate cost is as impor- 

tant as quality reproduction. 

the paper is made complete in one mill 

(pulp, paper and sensitizing) it is uni- 
form in strength, safety features, color 

and writing surface. 

Fill in the coupon below for this New 
portfolio of actual sample checks. The 
postman will bring your copy. 

SAFETY 

Because 

or trustees, must take into considera- | 
tion the special circumstances and re- | 
quirements of their own funds. Such | 
forecasts, therefore, cannot be acted 
upon indiscriminately. But from a 
closer observation of these recommenda- 

Power 5s of 1955 and to buy Central 
States Electric 514s of 1954 was cer- 
tainly not fated for celebration. In this 
case the “sell’’ issue rose to a relative 
price of 143.2, while the “buy” issue 
fell to 79,2. 
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tions than it is possible to describe 
briefly, it is clear that, if used judi- 
ciously and studied carefully, such ad- 
vices may be made the source of much 
valuable information in the administra- 
tion of the bond portfolio. 

Hammermill Paper Company, Erie, Pa. 

Please send-us by mail a copy of the New 
Hammermill Portfolio of Checks on Hammer- 
mill Safety Paper, 

ee 
ee ites, 

{Attach this coupon to your bank letterhead 
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Three Suggested Record Forms i 
If you devote all 
your talents to 
banking you cannot — 
devote them to —= oT : eaneenamee eT insurance. ee cess oe a eens 
Therefore, you © [Fe 
should entrust ears eee ae f= x aa eee + -H “rH 
insurance details to | ooo o re eee : ee a oe eee 
insurance men. ee ee 
You may howeantla |} ee 

a man in your own 
organization; but 
even he cannot 
have the 
up-to-the-minute 
information given 
our agents, It 
might be well to 
check your 
insurance situation 
now to determine 
how it can be 
improved. Our 
representatives are 
trained to help you. 

PRINS c6ikdceckwoees 37,779,222.10 

Time Tried and Fire Tested 

Since 1854 

THE PHOENIX Leche 
ee 

Insurance Company ee 

of Be te 
ed 

Hartford, Conn. tt 4 

Cash Capital ...... $ 6,000,000.00 H+4— 

Net Surplus eoccccce 21,250,119.18 ee ed 

eR 
Lend 
ea 
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for Foreclosed Property and F. H. A. Loans 

| cere | amour | Sree | 

F. H. A. MTGE. No. 

MONTHLY PAYMENT 

fF. 1. A. SCHEDULE No. 

PERIOD vrs. 

PAYMENT SCHEDULE (MONTHLY) 

| recent years banks of all types have 
found it necessary to take over an 

increasing amount of real estate under 
foreclosures of mortgages. With posses- 
sion came the necessity of keeping 
records of such properties until dis- 
posed of. While this was a simple task 
in normal times, the recent increase in 
the number of them made some standard 
form of ready record desirable. 

To assist in supplying this need, the 
Bank Management Commission’s Com- 
mittee on Standard Forms, Reports, 
and Records, under the chairmanship of 
Arthur B. Taylor, president of the 
Lorain County Savings and Trust 
Company, Elyria, Ohio, has prepared 
the accompanying card forms. The 
Commission has, however, not followed 
its usual procedure of having a supply 
of such forms printed and offering them 
for sale to interested banks. Instead it 
simply suggests the forms, which are 
not copyrighted, and thus provides the 
opportunity for any bank which may 
wish to use them, to have the required 
number of cards printed by a local 
printing company. 

The problem in connection with real 
estate was, of course, to include on one 
card all the pertinent data without 
making the card too large or too com- 
plex. The accompanying form headed 
“Property” is the solution worked out 
by the committee. When properly filled 
out it is believed that it will contain 
information which will supply the an- 
swer to virtually any question which a 
prospective buyer may ask. 

Sometimes, however, real estate has 
to be held for a considerable time before 
a buyer can be found. In the meantime, 
the progressive bank will rent it, if pos- 
sible, to bring in some revenue. The 
second form, headed “Rent” is de- 
signed for keeping account of such 
rented property. 

The committee found that banks 
were also interested in a form for keep- 
ing a record of loans and repayments 
under Titles I and II of the Federal 
Housing Act. Such loans must be liqui- 
dated by periodic and rather frequent 
payments, which creates another prob- 
lem in record-keeping for the banks 
which make F.H.A. loans. The com- 
mittee has, accordingly, prepared a 
third form, headed “FHA”, for this 
purpose, which is reproduced herewith. 

All these forms are, it is believed, 
self-explanatory. The face of each card 
is reproduced on the opposite page and 
the reverse side is shown at the imme- 
diate left. 
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Centralized Stenography 

By 
WILHELMINE SCHMIDT 

Head of the Trust Stenographic Depart- 
ment, The New York Trust Company 

E trust stenographic department 
of our personal trust division is re- 
quired to perform the secretarial, 

stenographic and typing work for execu- 
tives and administrative workers of the 
trust, investment and real estate units. 
Because of the personal nature of the 
correspondence, the character of the cli- 
entele, and the need for economy in 
handling this work, which represents an 
important part of the division’s labor 
expense, the operation of the depart- 
ment must be so planned that: 

1. Accurate, uniform and neatly 
typed material is always produced, 

2. Executives and administrative as- 
sistants are never delayed because 
of lack of secretarial aid or dic- 
tating facilities, 

. Stenographic labor is utilized most 
economically. 

Prior to the formation of our central 
department there was assigned to each 
specialized unit its own group of stenog- 
raphers and typists. Executives who re- 
quired secretarial service utilized the 
entire time of personal secretaries, whose 
activities were supervised entirely by 
the persons to whom they were assigned. 
Such an arrangement is satisfactory for 
the departments where there is a rela- 
tively small volume of stenographic 
work, where stenographers are required 
to perform both stenographic and cleri- 
cal duties, and where various individu- 
als require the entire time of secretaries. 
However, where there is a compara- 
tively large amount of correspondence 
to be handled and a number of adminis- 
trative units are to be served, each en- 
gaged in a specialized class of work, and 
where a number of executives require 
secretaries who are kept busy only part 
of the time, it is believed that the cen- 
tral department, with the secretaries, 
stenographers and typists grouped un- 
der one supervisor, affords the most sat- 
isfactory method of operation. 

The central department described 

Old State House, BOSTON 

Massachusetts Investors Trust 
ESTABLISHED 1924 

PROSPECTUS ON REQUEST 

See Your Local Investment Dealer 

- 

MASSACHUSETTS DISTRIBUTORS, INC. 

General Distributors 

85 DevonsHire STREET, Boston 

NEW YORK CHICAGO LOS ANGELES 

here was organized by placing in a single 
unit the various groups of secretaries 
stenographers and typists formerly - 
signed to a number of departments and 
executives. The department consists of 
the secretarial group, the machine trap. 
scribing group, the typist group, check. 
ers and the supervisor. 

All departmental work for the invest. 
ment, statistical, trust administration 
real estate, income tax and business - 
licitation departments, as well as the 

secretarial work for the various officers 
of the personal trust and investment di- 
visions, is handled by the central unit. 

After almost two years of operation it 
has been demonstrated that the pur. 
poses for which this department was 
established have been realized. Close 
supervision and careful checking of the 

work have resulted in the production of 
a higher quality of typed material. Ex. 
ecutives and administrative workers are 

provided with most efficient assistance 
due to the constant availability of suff- 

cient dictating facilities and secretarial 
aid. The maximum of economy of opera- 
tion is attained, since all workers in the 
department are always supplied with 
plenty of work to be done. 

The records from dictating machines 
and other typing work are delivered 
from the various departments to the su- 
pervisor. She is responsible for directing 
the department, distributing the work 
to the proper groups, and seeing that it 
is completed in accordance with certain 
standards as to accuracy, uniformity 
and neatness. 

Individual secretaries are assigned to 
various officers and executives, as re- 
quired. The first consideration of each 
secretary is the requirements of the per- 
son to whom she is assigned. In the ab- 
sence of a secretary it is the duty 
of the supervisor to see that a substitute 
is provided and that there is someone 
always kept available to answer imme- 
diately any calls of the executives. When 
officers are absent or, if for other rea- 
sons, the secretaries are not occupied 
with work for the individuals to whom 
they are assigned, they assist in handling 
the miscellaneous departmental typing, 
of which there is always much to be 
done. By having the secretaries in one 
group and responsible to one person 
there is afforded a flexibility and econ- 
omy which would not otherwise be 
realized. The plan is not one of driving 
those in the department to get every 
minute of their day, but rather one 
which provides a continuous supply of 
work for all. It has been found that the 
secretaries and others in the unit are 
more content with a full day’s work. 

The greatest volume of work per- 
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formed is that of transcribing from rec- 

ords which have been dictated in the 

various administrative departments. 

Dictating machines are used in the spe- 
cialized units where letters and reports 

are more or less routine in nature. The 

greatest value of this equipment has 

been found in the fact that dictators are 

never delayed or interrupted by the 

necessity for calling upon stenographers 

and are provided a means of dictation 

at any time and at a greater speed than 

would otherwise be possible. Since the 

amount of dictation varies considerably, 

the records form somewhat of a reser- 

voir in which the dictated matter may 

be retained until it can be assigned for 
transcribing. Rush jobs, of course, are 
marked and given preference; but, as in 
any office, there is always a considerable 
volume of dictation which can be de- 
ferred to take its turn. This method pro- 
vides a steady and continuous source of 
work for the transcribing group. 

SPECIALIZATION 

IT has been found desirable to have 
various machine operators specialize in 
a specific class of work. For example, a 
number are assigned to transcribe the 
work of the investment department and, 
by typing this matter continuously, be- 
come more proficient with the terms and 
character of work of that department. 
Ina similar manner, transcribers of real 
estate letters or other specialized types 
become more familiar with the parlance 
and method of setting up a particular 
department’s material. As the operators 
become more experienced, those of one 
group are trained to do the work of the 
other specialized groups, so that some 
degree of flexibility is maintained. 
The typist group handles miscellane- 

ous typing, such as statistical reports, 
copy work and all typing other than 
regular correspondence. When neces- 
sary, they also serve as substitute ma- 
chine operators. 
An important part of the plan is that 

of directing all finished material to a 
central point for checking and approval. 
The checkers compare all copy work 
and inspect letters as to spelling, punc- 
tuation, paragraphing and general ap- 
pearance. In this manner, the output is 
kept uniform and within the standard 
required for the company’s correspond- 
ence. 
Another important feature of the cen- 

tralized department is that executives 
and department heads are relieved of 
the detailed supervision of the secre- 
taries and stenographers. Without such 
a plan the matter of providing substi- 
tutes. arranging vacations, distributing 
work and directing these workers would 
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The confidential nature of the correspondence handled by 
the personal trust and investment divisions, and the per- 
sonal relationship of the company to its clientele, warrant 
the establishment of the central unit where all of the cor- 
respondence and other typed material can be more closely 
supervised.— The Author 

consume considerable time of individ- 
uals who could otherwise give their un- 
divided attention to the specialized 
work in which they are engaged. The 
arrangement also permits the removal 
from the several departments of a num- 
ber of workers, with the resultant elimi- 
nation of the noise of the machines. The 
administrative workers handling similar 
work may then be more closely grouped 
and perform their duties with less in- 
terruption. 

Monthly reports are made of the vari- 
ous forms of pages typed and records 
transcribed by the department. These 
statistics, in addition to reflecting the 
output of the department, also form a 
record of the volume of administrative 
work done by the various departments. 

It has been found that the number of 
letters written per month regarding real 
estate and investment matters, for ex- 
ample, forms a useful basis for compari- 
son at future dates with which to study 
the trend of the division’s business. 

The plan’s economy has been demon- 
strated during the period of unsettled 
business conditions which resulted in an 
unprecedented volume of work by de- 
partments such as those handling real 
estate and investment matters. As the 
personnel in the administrative depart- 
ments was increased it was not neces- 
sary to add to the secretarial and steno- 
graphic forces proportionately, as would 
have been necessary under the former 
scheme, and the central department has 
thus resulted in important savings. 

A “Motion Picture’ of 

Your BOND Account 

Bondex new “Portfolio Service” keeps before 

Investment Manager and Committee a Moving 

Picture of their Bond List; its quality, its value and 

yield, its trends.... Never before, so simple—com- 

plete—perfect a method of Investment Control. 

On responsible request, specimens showing this regu- 

lar service and how it saves time—shortcuts work 

— increases profits — for all who handle investments. 

BOND EX, Incorporated 
120 S. La Salle St., Chicago 



Longer Distance 

for your money 
Your Long Distance telephone dollar goes much farther 
now than in 1925. For example, $4.65— instead of the 
present $3 charge—was then the cost of a 3 minute 
station-to-station daytime call from New York to Chicago. 
For only $4.50, you now can talk from New York to 
Fargo, North Dakota—about 500 miles farther. Simi- 
larly, calls between any two distant points cost far less 
than formerly. Just one way in which the value of Bell 
System service has increased. 

Bell Telephone System 

GOOD to INSURE 

BETTER to be INSURED 

BEST to be INSURED with 

ASSOCIATED LUMBER MUTUALS 
Established 

Lumber Mutual Fire Ins. Co., Boston, Mass. 1895 

Lumbermens Mutual Ins. Co., Mansfield, Ohio 1895 

Pennsylvania Lumbermens Mutual Fire Ins. Co., Phila- 
delphia, Pa. 1895 

Indiana Lumbermens Mutual Ins. Co., Indianapolis, Ind.- 1897 

Northwestern Mutual Fire Assn., Seattle, Wash. 1901 

Detailed statement of each and all of the companies sent upon request 

COMBINED ASSETS LOL Dm COMBINED SURPLUS 
$20,773,590.00 oe”), ae $9,752,509.58 

re 0 870 eee 
phat ee TR te 

F oat 

N.B. The interest of the mortgagee is given every 
consideration; hence our policies are accepted by the 
largest financial institutions throughout the country. 

Reconciling 

SOME years ago, when my job required 
that I balance correspondent accoun 
I had to deal with a few statements 
where the correspondent bank did not 
list the number of drafts paid on the 
statement or describe the items, Today 
modern bookkeeping machines are 
equipped with symbols for this p 
and they should be used by both cor. 
respondents and the customer banks 
for complete descriptions. Using the 
plan described in this article, I can bal. 
ance a statement of several pages in less 

than 15 minutes.—The Author 

ne who have had experience 
in reconciling correspondent bank 

accounts know that accuracy and 4 
clear record of all entries is essential if 
the work is to be done quickly. Balance. 
ing statements is a simple auditing pro- 
cedure when a complete record and de- 
scription of entries is kept. 

The date of the entries should cor- 
respond as nearly as possible to the 
dates shown on the statement rendered. 
In order to avoid needless checking it is 
important that the customer bank de- 
scribe the entries, using the same sym- 
bols employed by the correspondent 
bank, as well as crediting the items ina 
like manner. 

To avoid a search for a number of 
items making up a single total credited 
by the correspondent, it is best to make 
a complete cross entry of the transac- 
tion and show the credit on the books of 
the customer bank in one entry that 
corresponds exactly to the credit advice 
received. The practice of lumping small 
cash letters to save posting time will 
often cause extra trouble in balancing 
statements at the end of the month. 

Also, drafts entered against a corre- 
spondent account before payment is 
received often cause extra work on the 
part of an auditor. The correspondent 
bank may deduct exchange on a draft 
before it is credited, making it neces- 
sary for the customer bank to enter the 
exchange charge as a separate entry un- 
der a later date. Consequently it is best 
to employ the use of an account entitled 
“Due from Banks” for all floating items 
not only to facilitate reconciling state- 
ments, but also to determine the funds 

available for immediate use of the cus- 

tomer bank. By following such a plan 

and entering all collections and other 

items requiring more than two days to 

collect, a customer bank can transfer 

the paid items from the Due from Banks 

account and charge them to the corre- 
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Correspondent Accounts 

spondent bank as credit slips are re- 

iy member banks of the Fed- 
eral Reserve System would be unable to 

determine their average collected bal- 
ance unless a deferred credit account 
was used. The Due from Banks account 
referred to above is in reality another 

name for a deferred credit account ex- 
cept that the one account is used for all 

correspondents. To use the Due from 
Banks account as a collection account 
for correspondents, it is, of course, im- 

portant that all credits made on the 

account bear the name of the corre- 

spondent opposite the amount. As the 

items are paid it is best that the cor- 
responding entries be checked by pencil 
so that the outstanding charges will be 

noticed often by the general bookkeeper 
and traced when necessary. By merely 
adding from the general ledger the 
amounts shown in the credit column 
that have not been checked off, it is 
possible to prove the account whenever 
necessary. 

It is annoying to check all entries on a 
statement, list the outstanding debits 
and credits, and find that the reconcile- 
ment is out of balance in the amount of 
10 cents. Such an error may be difficult 
to locate and at times it is necessary to 
recheck the entire account before the 
difference is found. Frequently an error 
of this nature occurs in either the total 
of drafts entered on the register, or a 
mistake is made in the total of debits or 
credits on the cash book. It follows that 
ifan error has occurred one of the tellers 
making entries on the correspondent’s 
account must have failed to balance on 
some date during the period covered by 

is two days in the illustration described 
here. 

Since it is impossible to determine the 
number of checks that have been paid, 
it is necessary that the paid drafts be 
checked off the draft register, and the 
outstanding checks listed in the column 
provided on the book. After the recon- 
cilement is completed it is most impor- 
tant to adjust all items immediately, 
especially errors. Unless errors are cor- 
rected by the auditor when found there 

is a possibility that the correction may 
be entered on the wrong side of the 
book, causing a reverse error which will 
throw the account out of balance dou- 
ble the amount of the original error. 

Reconciling statements is a method 
of determining a trial balance and merely 
a test of the completeness of entries. If 
credit and debit slips correspond during 
the month there is hardly a chance that 
the auditor will be troubled with small 
errors. 

GeorcE R. SmiTH 
Cashier 
Commercial National Bank 
Demopolis, Alabama 

ESTABLISHED MARCH 24, 1933 
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the statement. A glance at the over and | 
short account on the general ledger will | 
reveal the date of the error. By referring | 
to the cash book for that day’s business | 
an auditor may be able to locate the 
error quickly. 
Often it is possible to balance a bank 

statement without checking all entries. 
By listing the balance, as shown by the 
statement received, on the debit side of 
the reconcilement register together with 
the cash letters in transit, and the re- 
tuned items handled on the last two 
days of the period, we may assume that 
all debits are accounted for. The bal- 
ance of the customer bank must be 
brought down on the credit side of the 

k and any credits described as col- 
lections that have been handled on the 
last two days of the month. It must be 
assumed that the transit time required 
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It Might Have Been Prevented 

THIS is the second in a series of loss 
prevention articles which, by reporting 
actual cases taken from surety company 
records, endeavor to show how the rob- 
beries and hold-ups described could have 

been avoided 

HE teller, as was his custom, ar- 
rived at the bank at 8:10 A.M., or 

about the hour the time-lock on the 
vault, which the night before he had 
set for 15 hours, would run down. 

Relocking the front door behind him, 

the employee raised one of the front 
windows. When he turned from this 
task a man, wearing a handkerchief 
mask over the lower part of his face, 
edged from behind the door in a crouch- 
ing position, pointed a gun at the teller 
and ordered him to put up his hands. 
The employee obeyed. 

“Okay,” said the bandit. “Now put 
em down and go open the vault.” 

As the teller reluctantly proceeded to 
carry out this command he saw another 

4s. the logical bank for — 
correspondent service 

in ATLANTA 

tA GALtE STREET 

AMERICAN 

FULTON thet, 
~ ATLANTA, GEORGIA 

WASHINGTON 

NATIONAL 

BANK AND TRUST 

COM PANY 

of Chicago 
COMMERCIAL BANKING * SAVINGS « TRUSTS 

bandit standing in the banking roons 
The two unwelcome visitors escorted 
their prisoner to the vault and watched 
him swing the big door open. 

While they were bundling Up the 
available currency the cashier appeared 
One bandit quickly took him in 
while the other completed the robbery, 

Before leaving, the bandits forced the 
two employees into the vault, by 
thanks to the earnest pleading of the 
cashier they were not locked in, Te; 
minutes later a girl employee, reporting 
for work, heard their voices in the vault 
and opened the door. 
When the bank premises were ¢. 

amined, it was found that the bandits 
had tried unsuccessfully to cut the bars 
from a rear window, although they had 
been able to force the frame and snap 
the lock. Evidently they had the 
abandoned their attempt to gain entry 
in this way, and had proceeded to the 
cellar. There they found a window 
which was covered with tin that had 
been nailed in place on the inside. It was 
a simple matter to gain entrance to the 
cellar and thence to the banking floor. 

In this case, extraordinary precav- 
tion had been taken to guard the larger 
window, although apparently the means 
of entry through the cellar was a poor 
apology for protective equipment. 

Another Case 

BANDITS, leaving their car about 
half a block away, entered the bank 
while the assistant cashier, a woman, 
was alone. The cashier had gone home 
to dinner. 

There were no buildings across the 
street and it was not difficult for the 
bandits to avoid being seen. The bank’s 
cages were surrounded by bullet-proof 
glass and the door leading to them 
could be opened only by the pressure 
of a button controlled from within. 
When the men, guns in hand, ap 

peared at the teller’s window, the 
woman was so frightened that she im- 
mediately complied with their com- 

mand to open the door. Once inside the 

cage, one of the men knocked her un- 

conscious with a blow behind the ear. 

They opened the cash drawer, took 

somewhat more than $1,100 in paper 
currency and coins, and fled. 

The bank had taken the precaution 

to install bullet-proof glass, but the 
protection was rendered useless when 

the institution was left in charge of 8 

woman who failed in the emergency. 

BANKING 



Education of a Banker 

(CONTINUED FROM PAGE 21) 

authorized by the board. One member 

of this committee bears the title of man- 

aging director ; he is also the personnel 

oficer of the bank. It is through the 

dual office of this member that the edu- 

cational program, as developed and 

fnanced by the Foundation, becomes 

closely allied to the general personnel 

and educational activity of the entire 

organization. In a broad sense he is re- 

sponsible for educating all supervising 

officers to the Foundation idea. 

The work of the Foundation is partly 
jnanced through the income from an 

endowment fund which was raised at 

the time of its inception in the Spring 

of 1929. As this fund is independent of 
bank expense and therefore in no way 
influenced by policy or attitude which 
may change in accordance with institu- 

tional earnings from year to year, it 
may, to some extent, answer the ques- 

tion as to how justifiable this work is on 
the basis of bank expense. Also, while 
this endowment fund will be perpetu- 
ated for some time and_ increased 
through legacies set up in the wills of 
some of its sponsors, we have used the 
word “partly” advisedly. 
The Foundation finances only the 

cost of the actual award, whatever form 
itmay take. The bank also has a finan- 
cal stake in the program, although 
somewhat indirect, by carrying the 
salary of the individual while on a leave 
of absence from his or her regular 
duties. This policy has gone far to en- 
gender a great deal of thought and care 
before an individual is selected, and has 
kept, to a large extent, the ideal from 
running away with the practical in ap- 
plying the Foundation philosophy. 
But still the word “partly ” is used ad- 

visedly, for in addition to the two sources 
of money mentioned above, contribu- 
tions from interested persons through- 
out the organization play a most im- 
portant, though perhaps not so great a 
material réle in the annual income. The 
spirit engendered through such a prin- 
ciple reaches a high point in the case of 
an individual who, having risen to a 
position of prominence because of edu- 
cational opportunities accruing to him 
through the Foundation, has arranged 
to make annual contributions pro- 
rated on a scale which will eventually 

repay the Foundation for the expense 
of the opportunities he received at a 
time he was unable to pay for them 
himself. As a matter of fact, this prin- 
ciple is so important that the expansion 
of the Foundation to a much larger 
sphere of activity in a great measure 
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depends on the vision and unselfishness 
of a future generation. In other words, 
if the Foundation idea over a period of 
years to come has not demonstrated 
its practical worth to a point where it 
will attract the necessary financial sup- 
port from either the institution or indi- 
vidual benefactors in some way con- 
nected with the institution, it will and 
should die a natural death. 

This leads to several speculations. 
Many people will contend that the men 
spoken of in the above illustrations 
would have succeeded regardless of 
Foundation assistance. The Foundation 
does not disclaim this possibility. It 
does claim, however, that these men 
are better qualified for those positions, 
particularly from the point of view of 
their relationship to others under them, 

aN uy 
supply clerk. 

than they would have been. Also, no 
mention has been made of the possi- 
bility of errors in judgment that have 
resulted in the waste of money and the 
spoiling rather than improvement of 
men. Of course, this possibility is prom- 
inently in the minds of the active man- 
agement and its presence there un- 
doubtedly diminishes its chance of 
materialization. 

It is impossible to answer these ques- 
tions to the universal satisfaction of 
every man. It can only be left to each 
person, reading the story of the Founda- 
tion, to seek his own answer. In his 
quest, however, let him use his imagi- 
nation. Let him picture the spread of 
this idea through the personalities of 
key men in any large organization. Let 
him picture the influence it has had on 
these men and, through them, on those 
who work under them. 

MAMMY SINGER? 

NO! It's the bookkeeper ex- 

pressing his gratitude to the office 

five years of Nac) 

“economizing’’ with cheap, flimsy 

ledger papers, the office supply clerk finally learned the real 

economy of tough, durable, workable, rag-content papers, and 

ordered Stonewall. Neenah Paper Company, Neenah, Wis 
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EMBARRASSING DOLLARS AND HINTS TO 
THEIR Horpers. By A. R. Horr. Har- 
per & Brothers, New York, 1935. 239 
pages. $2.50. 

The theme of this very human, in- 
telligent and intelligible book by the 
trust officer of the Cleveland Trust 
Company is financial conservation. 

“Embarrassing dollars”, as one read- 
ily surmises, are funds that must be 
put to work for their owner; the em- 
barrassment arises, of course, when he 
endeavors to employ them. Although 
this predicament is hardly new, its 
intensification during the past few years 
has called for careful, capable invest- 
ment leadership of the sort provided 
by Mr. Horr in this volume. 
By virtue of long experience, not 

only in his present capacity but as 
former vice-president of the Equitable 
Life Assurance Society, in charge of 
investments, Mr. Horr strongly be- 
lieves that group judgment rather than 
individual decisions assures the best 
investment results. He is not at all 
interested in “quick-rich” methods, 
but he has a great deal to say about the 
problem of providing income for the 
family. In effect, therefore, the book 
presents the strongest possible case for 
trusteeship. : 

The volume’s primary aim is to help 
the inexperienced investor, especially 
the person who suddenly finds himself 
with funds. But there is also choice 
food for thought for the head of the 
family, for the person who is trying to 
keep his property intact, for those who 
seek protection against the future, and 
for those responsible for other people’s 
money. 

Mr. Horr bases his discussion on ex- 
perience rather than research, and here, 
no doubt, is the key to its success as a 
guide to conservation. In addition, 
however, it must be said that Mr. Horr 
has the gift of self-expression. He writes 
freely, chattily and cheerfully, illustrat- 
ing his points with frequent examples 
and taking numerous quotations from 
the opinions of others. 

The formula best adapted to solving 
the problem of providing for the family 
seems to comprise three ingredients, 
the author says, listing them as follows: 

“1. Providing income instead of 
principal. 

“2. Giving elastic powers to the 
trustee, so that the financial needs of 
the family may be met as far as possible. 

“3. Assuring group judgment instead 
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of individual decisions in all important 
matters.” 

Group judgment, Mr. Horr finds, is 
“no good, unless the individuals who 
make up the group, or at least some of 
them, ‘know their stuff’; it is equally 
important that they have time and op- 
portunity to consider and discuss their 
problems.” The exercise of group judg- 
ment “by mail, or over the telephone, 
does not get very far. Argument and 
debate are essential to the best results.” 
Summing up the lesson of experience: 
“Expect no perfect solution of the 
problem of embarrassing dollars; rely 
upon group judgment to get the best 
results.” 

Specifically, the book discusses many 
media of investment. There is an ex- 
cellent chapter on insurance wherein 
Mr. Horr refers to an address he made 
in 1921 to the Association of Life Insur- 
ance Presidents on the subject of coop- 
eration between life insurance and trust 
companies. He then maintained that 
the two fields did not overlap, that the 
service of each was distinct from the 
other’s. “In practical observance this 
means that each individual has his own 
financial problem, and an analysis of 
that problem will determine to what 
extent and in what manner he should 

protect himself and his family by the 
service which the life insurance con, 
pany and the trust company, Tesper. 
tively or in collaboration, have to offe 
He will almost surely need insurane 
for some purpose.” 

Mr. Horr makes much of “the Gif 
of Protection”—‘the wisest gift , 
man can pass on to his family,” g. 
though it is not always easy to buy. 
The embarrassment incident to th 
possession of property “can be reducej 
in no better way than through the Gif 

of Protection attained by naming th 
right kind of bank or trust company as 
trustee for property and the proceeds 
of life insurance, or through some other 
method of procedure, getting the benefit 
of the sources of information, the exper 
ence, contacts and specialized know. 

edge of the officers and staff of sucha 
trustee.” And the trustee, the author 
emphasizes, should have elastic powers 
so that the needs and comfort of the 
family can be adequately served. 

This book is an admirable, readable 
presentation of the investment philos- 
ophy on which the principle of trustee. 
ship has been erected. Mr. Horr has 
done more than aid the amateur in- 
vestor; he has clearly and convincingly 
restated the principles of trusteeship. 

Due to the shortage of office space in the national capital, the Wash- 
ington Auditorium has been taken over by the F.E.R.A. to provide 
working quarters for some of the staff. Typewriters now clatter where 

audiences once applauded performances on the stage 



There is a foreword by Newton D. 

Baker and a final chapter, “Rates and 

Risks”, by Colonel Leonard P. Ayers. 
4n unidentified “country banker 

contributes a chapter on “The Golden 

of the Bond Salesman”, an era that 
fourished not so long ago. 

RanD McNALLy BANKERS DIRECTORY. 

Published by Rand McNally & Com- 

pany, September 1935. 

This is the final 1935 edition of “The 

Bankers Blue Book”, and the 119th 

dition since 1872. It is an authoritative 

compilation of banks in all sections of 

the world, together with valuable sup- 

plemental information, including a 

table of the latest mint parity values of 

foreign currencies computed by the 
Secretary of the Treasury. In the for- 
ign section are up-to-date maps of 

Burope, Africa, Asia, England, Mexico, 

South America, Alaska, Philippine 
Isands and the West Indies. The in- 

formation has been corrected to Sep- 

tember 1935. 

SruMBLING INTO SocIALISM. By David 
lawrence. D. Appleton-Century Com- 
pany, Inc., 1935. 196 pages. $1.50. 
As its title would suggest, this book 

is a discussion of government and 
political tendencies. It is a frank and 
constructive criticism of the present 
Administration in Washington by a 
veteran newspaperman who does not 
hesitate to speak his mind. 
The volume will interest all thought- 

ful readers, not so much for partisan 
reasons as for its lucid observations on 
American constitutional principles. The 
likelihood that the constitutional issue 
will be raised in some form during the 
coming presidential campaign makes 
Mr. Lawrence’s discussion vital and 
timely. 
Of special interest are the “ Epilogue 

to the Spirit of George Washington” 
and an appendix including an analysis 
ofthe Senate and House election returns 
of 1934. 

BaNK MANAGEMENT. By J. Franklin 
Ebersole. McGraw-Hill Book Com- 
pany, Inc., 1935. 508 pages. $5.00. 
This is the second edition of a case 

book listed among Harvard Univer- 
sity’s problem studies. It is designed 
. provide banking students with 

factual illustrations of the major 
problems which must be properly 
solved for successful bank administra- 
ton.” The cases are generally taken 
from actual banking experience, the 
tames, dates and figures being properly 
altered to avoid any identification. 
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The author’s method in listing and 
indexing the cases is very helpful. The 
text is grouped under headings of 
“Loans and Investments”, “Liquid- 
ity”, “Expansion and Development”, 
“Cooperative Control and Public Su- 
pervision’’, and “General Administra- 
tive and Miscellaneous Groups”. Added 
to each case are several questions. 

This volume is useful by virtue of its 
practical approach. A possible draw- 
back might be its exclusion of solutions 
to the cases. 

AMERICAN BANK FAILures. By C. D. | 
Bremer, Ph.D. Columbia University 
Press, 1935. 144 pages. $2.25. 

Certainly there is nothing unusual 
about this topic, for bank failures have 
been the subject of much discussion. 
The Comptroller of the Currency and 
the Federal Reserve authorities have 
been devoting considerable attention 
to them, and the subject has provoked 
many heated debates in Congressional 
banking hearings. It is the old story of 
unit versus branch banking, of single 
versus dual control. 

Yet this work is meritorious. Here, 
condensed for the first time between 
two book covers, is a fairly complete 
picture of this important, if unpleasant, 
matter. An effort has been made to sift 
a wealth of material into a simple, 
concise study. 

Bank failures from 1865 to date are 
surveyed. The dark chapter in Amer- 
ican banking history which culminated 
with the March 1933 collapse is re- 
counted. Liquidation of both national 
and state banks is considered in some 
detail. 

The work is concluded with an ap- 
praisal of present deposit guaranty 
plans. While they are steps in the right 
direction, Dr. Bremer holds they will 
not finally prevent the growth of care- 
less and dangerous methods of banking. 
He writes: 

“Tt should be apparent that only by 
unifying legislative control over the 
country’s banks will it be possible to 
carry through the necessary reconstruc- 
tion and reorganization of the banking 
system. Abandonment of dual jurisdic- 
tion will do away with the ruinous 
competition between the national and 
state authorities which has attended 
banking legislation in the past, and 
enable the national government to 
adopt a uniform banking policy for the 
entire country. This will permit the 
orderly elimination from the banking 
system of the multitude of small banks 
which are at present, and will continue 
to be, a threat to the safety of the 
guaranty fund.” 

CoRPORATION LAW FOR OFFICERS AND 
Drreectors. By William J. Grange. The 
Ronald Press Company, 1935. 904 
pages. $6. 

This volume provides useful knowl- 
edge on matters relating to corporate 
organization. Special features are its 
suggested forms on incorporation, stock 
subscription, securities, and directors’ 
resolutions, and its recommended by- 
law provisions and procedures for direc- 
tors’ and stockholders’ meetings. Cases 
are cited and indexed. 

SERVICE 
Reduce losses and you reduce 
costs. This has been the policy 
of Employers Mutuals since the 
beginning of its Insurance Serv- 
ice to industry of the Middle 
West. Result: over $13,500,000 
saving to policyholders in the 
past twenty-four years. 

(Non-Assessable) 

HOME OFFICE 
WAUSAU, WISCONSIN 

Branch offices in the principal 

cities of the Middle West. Con- 
sult your Telephone Directory. 

a aaa a 
a MLD ! 

a 74 | 
Cay Cha \ as 

“WE save over 41c cash, per em 
each year since we equi 

with AUTOPOINTS instea 
them 

ncils!” Hi 
Caves money— increases efficiency. Gri 
Tip holds leads firmly. Write for de 

AUTOPOINT COMPANY, Dept. 8-10 
1801 Foster Avenue, Chicago, Ill. 

Cutepoint 
The B Better Pencil 



G; Market 
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@ Between January 1 and August 31, 1935, there were 

reported to BANKING details of 283 bank construction and 
remodelling jobs. Included in these items were 22 new bank 
buildings and additions of an aggregate value of $3,419,000 

—an average of $155,000. Cost figures on remodelling are 
incomplete but average over $8,000 each, or a total in ex- 

cess of $2,000,000. 

@ Prominent in the records of equipment and supplies used 

are the following: 

ACOUSTICAL EQUIPMENT 

AIR-CONDITIONING 

BRONZE DOORS 

CAGES 

COUNTERS 

ELECTRICAL FIXTURES 

ELEVATORS 

EXTERIOR STONE WORK 

GLASS 

GRILL WORK 

HEATING EQUIPMENT 

INCINERATORS 

LINOLEUM 

LUMBER 

MARBLE 

PAINT 

PARTITIONS 

PLUMBING 

PROTECTIVE EQUIPMENT 

REFRIGERATION 

SAFES 

SAFETY DEPOSIT BOXES 

SCREENS 

STOREFRONTS 

TILING 

VAULTS 

@ These reports, covering only a part of the banking field, 

indicate a marked upturn in bank construction activities. 

They reveal a trend worthy of the attention of manufacturers 
of building materials, supplies and equipment. . . . . . 
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Table of Advertising Contents 

AwerICAN BRASS ComPANY states that rust costs home-owners 

more than fire. Copper and brass, it says, are “rust insurance”... 

AmeRICAN NATIONAL BANK AND Trust Company offers commer- 

cial banking, trust and savings facilities in Chicago 

AMERICAN TELEPHONE AND TELEGRAPH ComPaNy points out that 

Bell System service has decreased the cost of long distance calls. . 

AssocIATED LUMBER Mutuats’ head offices are in Boston, Mans- 
field (Ohio), Philadelphia, Indianapolis and Seattle 

Avropornt Company claims a definite annual saving and greater 
efliciency for users of its mechanical pencils 

BANKING is a medium of information on the banking market... 

Bares MANUFACTURING Company is the maker of staplers and 
numbering machines 

BonvEX, INc., will send, on request, specimens of its Portfolio 
Service, designed to save time, lessen work and increase profits. . . 

CentrRaL HANOVER BANK AND Trust Company offers general 
banking and correspondent facilities in New York City 

Cuase NATIONAL BANK emphasizes investment checking as part 
of is New York correspondent service 

ComMERCIAL CREDIT COMPANY will send, on request, rates and 
maturities of its short term notes 

ComMERCIAL UNION Group calls attention to its “steady growth 
in the scope and function of insurance protection” 

CoNTINENTAL ILLINoIs NATIONAL BANK AND TRUST COMPANY 
offers general banking and correspondent facilities in Chicago. . . . 

Crum & ForsTER state that age, reputation and character of 
management are of paramount importance in an insurance com- 

De Luxe CHECK PRINTERS announce their new Octa-Ring re- 
fillable check binder as an economy worth consideration 

Devine, C. J., & Company specialize in United States Govern- 
ment securities 

Dick & MerLE-SMITH offer their services in handling large in- 
vestment accounts 

Du Pont, Francis I., & Company make available an invest- 
ment service that is “analytical, informatory, advisory” 

EDIPHONE, Tuomas A. Epson, INc., states that Voice Writing 
will increase executives’ business capacity 50 per cent......... 

EvpLoyers Mutuals states that it has saved its policyholders 
over $13,500,000 in the past 24 years 

FEDERAL INTERMEDIATE CREDIT BANKS name five advantages of 
their collateral trust debentures 

FIREMAN’S FUND Group deals in fire, automobile, marine, cas- 
ualty, fidelity and surety policies 

First NATIONAL BANK oF CHICAGO offers its general banking and 
correspondent facilities 

First WiscoNsIN NATIONAL BANK offers general banking and 
correspondent service in Milwaukee and the Wisconsin area 

a NATIONAL BANK makes correspondent service available 
i Atlanta 

GeveRaL Motors ACCEPTANCE CORPORATION deals in G M AC 
ort term notes 
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HAMMERMILL PAPER CoMPANY will send to those interested its 
new portfolio of safety paper checks 

INVESTORS SYNDICATE points out the value of “Living Protec- 

Joun Hancock Mutvat Lire INsuRANCE Company will mail a 
booklet on the chance-eliminating possibilities of an insurance 

LaMSON ComPANy manufactures pneumatic tubes that put the 
bookkeeper “at your teller’s elbow” 

LonDON ASSURANCE says, “‘When you buy insurance, examine 
the company as you would a firm to which you were offering your 
largest line of credit” 

Marine Mopranp Banks offer advisory service to executives of 
companies doing business in New York State 

MASSACHUSETTS DistRIBuTORS, INC., will send on request a pro- 
spectus of Massachusetts Investors Trust 

MERCANTILE-COMMERCE BANK AND TRUST CoMPANY offers cor- 
respondent service in the St. Louis area 

MITCHELL, Epwarb, requests information on centrally located 
properties 

Moopy’s INvEstoRS SERVICE affords personal counsel to every 
bank, no matter what its own peculiar investment problems. .. . 

Morris PLAN BANKERS ASSOCIATION discusses the specialized 
experience of Morris Plan banks with character loans.......... 

NATIONAL BANK oF DeEtRoIT offers general banking and corre- 
SNE CARRIES 6 o's kos hhh we anne Re eneaddcuaadaeaans 

NATIONAL CaSH REGISTER ComPANY gives an example from one 
bank of the satisfactory operation of National machines........ 

NATIONAL SURETY CORPORATION provides fidelity, surety, for- 
gery and burglary protection 

NEENAH PAPER Company illustrates the bookkeeper’s thankful- 
ness for rag-content Stonewall ledger paper 

PHILADELPHIA NATIONAL BANK gives customers “complete and 
uninterrupted” correspondent service 

PHOENIX INSURANCE COMPANY invites bankers to check their 
insurance situation for possible improvement 

PITTSBURGH PLATE GLAss COMPANY manufactures store fronts 
that “put new life into unproductive properties” 

Poor’s PUBLISHING COMPANY announces its new daily reports on 
industrials, utilities, railroads and fiscal companies 

RECORDAK CORPORATION asks an opportunity to demonstrate its 
savings on various items of from 45 to 90 per cent 

REYNOLDS, R. J., Topacco Company names the qualities of its 
product, Camel Cigarettes ; 

Riccs NATIONAL Bank offers general banking and correspondent 
facilities in Washington 

SALOMON Bros. & HuTzLer are specialists in United States Gov- 
ernment securities 

STANDARD ACCIDENT INSURANCE CoMPANY deals in fidelity, for- 
gery, burglary and other types of bank insurance 

Topp Company features three “tools for modern banking”’, part 
of the line of bank supplies it manufactures 

York SAFE AND Lock Company describes the protective features 
of its day raid locker 
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Suecess Insurance 

banking education, including an 
outline of present facilities and 

some suggestions for future develop- 
ment, has been prepared by the Bank 
Management Commission of the Ameri- 
can Bankers Association. 

Published as Commercial Bank Man- 
agement Booklet No. 16, the study 
bears the title “Educational Policies in 
the Training of Bank Employees”. 
It provides, as is stated in the foreword 
by Orval W. Adams, Chairman of the 
Commission and vice-president of the 
Utah State National Bank, Salt Lake 
City, ‘all the facts about banking edu- 
cation which any bank needs to know 
in order to give its employees the bene- 
fit of the best that is available at the 
present time.” 

The booklet emphasizes the impor- 
tance of banking education and de- 
scribes the channels through which it 
can be obtained. In an appendix are 
specific examples of successful educa- 
tional plans now in use in banks of 
varying size, a feature particularly 
helpful to institutions which have not 
yet undertaken educational programs. 

“In the past,” observes the Com- 
mission, “it has frequently been charged 
that there were ‘too many banks and 
too few bankers.’ The depression has 
done much to correct this situation 
from one side, by a drastic reduction in 
the number of banks. It now remains 
for the banking profession itself to do 
its share in increasing, through train- 
ing and education, the number of indi- 
viduals worthy of being called ‘bank- 
ers’.”” 

In considering an educational policy, 
the Commission finds, thought should 
be given to a program which will train 
each person in a three-way point of 
view of his job. First, the policy should 
be designed to give the employee the 
best possible training for the work he 
is now doing. It should also encourage 
him to study the job ahead and, at the 
same time, make him realize his obliga- 
tion to help teach someone else the 
technique of the position he now has. 
The bank’s success over a period of 
years depends on the even flow with 
which it meets its responsibilities and 
carries on, regardless of what happens 
to any one of its employees. 

As a result of its study, the Com- 
mission feels that “the best educational 
policies in banks have been those which 

80 

\ COMPREHENSIVE study of have been predicated upon this three- 
fold attitude of every employee toward 
his job.” 

The prominence given to intra-bank 
education apparently is warranted by 
the importance of this work. Notwith- 
standing the excellent services rendered 
by outside agencies, “ what the employee 
learns in connection with his daily 
duties is by far the most practical, 
most useful, and most lasting training 
of any, for it is a well established prin- 
ciple of psychology that the best and 
most efficient time to learn is when one 
has need of information or training.” 
However, intra-bank education is neces- 
sarily limited in scope because banks 
are “business organizations, not educa- 
tional institutions,” and if the employee 
is to get a well rounded education in 
banking it is necessary to supplement 
even the most complete intra-bank pro- 
gram with outside studies. 

Facilities for banking education, 
the study points out, are available 
through several agencies, foremost 
among which is the American Institute 
of Banking. Considerable space is de- 
voted to the work of this organization. 
Another chapter, devoted to advanced 
banking education, describes the Grad- 
uate School of Banking, and discusses 
courses offered in various other schools 
and universities, as well as the educa- 
tional facilities available through trade 
associations and other channels. 

Looking at the future, the study sug- 
gests that in making banking education 
more attractive and useful to employ- 

ees, ‘“‘certain reforms in educations 
methods are desirable.” More use, itj 
stated, “might well be made in al] 
work of actual instances or cages” 
since subjects presented straight from 
textbook are often rather dull. 

Business education “needs also to fy 
geared more closely to the realitig 
which the student will have to fag 
when he becomes an employee—egpg 
cially if he becomes a bank employee” 
It is to be hoped that “college educa: 
tion for business in the future will take 
cognizance of the fact that for several 
years after graduation most alumni ar 
destined to occupy subordinate posi 
tions.” Therefore the college should 
prepare students mentally for thig 
experience, and equip them to meet it, 
“not only by insisting that they acquire: 
the habit of accuracy, but also by seeing 
that ... they are able to write a 
legible hand, can operate the more: 
commonly used business machines . 
with reasonable skill, and can expe ess 
themselves in written English with: 
clarity and brevity.” 
Many bankers feel that the educll 

tional program should be broadened to! 
include the problem of the changing” 
government-business relationship, pub- 7 
lic finances, business conditions, mar- 
keting, etc. The Commission says it is 
a prepared to express an opinion © 

‘as to whether and what courses should” 
be added to the curriculum of banking” 
education”, since that is outside the 
field of its work and the scope of the™ 
study. 

ADVANCEMENT : 
‘“‘Intra-bank education, of course, requires the Coop: 

eration of the bank’s officers. It assumes that they will” 

see to it that each employee is trained at least to fill the” 

job next above the one he now holds. This means a little; 

extra work for all. It carries its reward, though, in the | 

future it assures to the employees, and in the fact that 

the bank knows that there will be available at all times” 

employees prepared to take up the burden of running] 

the bank when the present directing heads move on.) 

From a letter by James C. Bolton, President of the State} 

Bank Division, to Division members, calling attention 

to the bank education study. 
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