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The Invisible Flow of Money 
-——[THE JOURNAL COVER PICTURE; FROM A PAINTING BY WALTER DE MARIS]—————- 

HE lonely night scene on this 
] month’s cover is not quite the 

proper place for a million 
dollars to be traveling alone, is it? 

For a million dollars in such a 
place, unattended by armed men, 
and plenty of them, must necessarily 
be tempting to banditry. 
But notwithstanding the loneliness 

and the wildness, 

lion-dollars may 
travel this road 
and many others 
like it far from 
settlements, with 
complete secur- 
ity and arrive at 
its destination 
without adven- 
ture. . 

For it goes 
via the tele- 
graph lines which, though some- 
times murmuring mysteriously in 
the winds, never tell their secrets, 
and never enter into collusion with 
thieves, as messengers have been 
known to do. 

a million dollars a wit grate 
or several mil- Em : 

Ld 

MONG all the higher dramatics 
of a dramatic age, consider the 

marvel of the Gold Settlement Fund 
of the Federal Reserve System trans- 
ferring ten billion dollars a month 
hither and yon across the country, 
free from the dangers of outlaws, 
removed from the losses incident to 
rail and truck transportation! 
Through the establishment in 

1915 of the Gold Settlement Fund 
of the Federal Reserve System the 
transfer of a million dollars from a 
bank in New York to a bank in San 
Francisco may be the work of a few 
moments, whereas if currency were 
actually shipped there would be 

Federal Reserve Leased Wire System, which includes 
line from Richmond to Charlotte, N. C., not shown above 

many more operations, and costs— 
and, incidentally, the money would 
have no productivity while in tran- 
sit. Though the highways be never 
so lonely, or the telegraph lines take 
short cuts through wild lands, there 
is no fear of interruption from the 
lawless, for even if he could, it 
would be worth no bandit’s time to 

intercept money 
which is trans- 
ferred in this 
form. 

In his book 
dealing with the 
Federal Reserve 
System, W. Ran- 
dolph Burgess 
says: 

oA 

“The mechanism 
of wire transfers 
through the Re- 
serve System is 
that the X bank in 

New York, for example, wishing to trans- 
fer $1,000,000 to the Y Bank in Chicago, 
advises the Federal Reserve Bank of New 
York. The following steps are taken: 

“1. The New York Reserve Bank tele- 
graphs the Chicago Reserve Bank and 
simultaneously debits the reserve account of 
the X bank $1,000,000. 

“2. A few minutes later the Chicago Re- 
serve Bank credits the reserve account of 
the Y bank $1,000,000 and notifies the bank, 
which may use the funds immediately. 

“3. At the end of the day the New York 
and Chicago Reserve Banks report to the 
Reserve Board in Washington the total 
debits or credits resulting from their opera- 
tions with each other and settlement is made 
by changes in the ownership of the Gold 
Settlement Fund.” 

The influence of the invisible 
flow of money which last year 
amounted to about ten billion dollars 
per month is one of the big factors 
making for national prosperity and 
the continuity of business and em- 
ployment. 
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The Banker’s Interest in Oil 
By CRAIG B. HAZLEWOOD 

President, American Bankers Association, Vice-President, Union Trust Company, Chicago 

Future of Petroleum Industry a Matter of Vital Importance. 
Lines Suggested Along Which May be Developed a Program for 
Stabilization and Steadily Maintained Profits with Maximum 
Service to the Public. Modern Merchandizing Methods Urged. 

HE banker’s interest in every 
industry is both direct and 
broadly economic. As the backer 
of most industries, he reduces 

his own risks and problems—enhances 
his own position and the profits of his 
stockholders—in proportion to the pros- 
perity which the industry enjoys. 

Petroleum is a very great industry— 
and by way of corollary, the banker’s 
direct interest in it is very great. Pe- 
troleum is also an industry of tremen- 
dous economic significance to the nation 
and to the world, and because the roots 
of this business are so deeply and so 
broadly imbedded in all economic life, 
the banker, therefore, looks with great 
concern upon any unfavorable economic 
drift in the petroleum industry. 

The petroleum industry in its origin is 
closely associated with the idea of sud- 
den riches. To the public it is the mod- 
ern symbol of sudden, unearned wealth. 
It is “liquid gold,” effortlessly and end- 
lessly gushing from the ground into the 
bank account. And from this very fact 
— something of the industry’s prob- 
em, 

The Twin Giant 

T= petroleum industry is the twin 
giant of the automobile industry. 

‘And out of this derivation again comes 
something of the problem; for it seems 
difficult even for those in the industry 
to recognize that the automobile is but 
one of many possible customers for pe- 
troleum products. 

The petroleum industry by its nature 
occupies to some extent the middle 
ground between ordinary competitive 

Striking a Balance 
ecyS it not possible that 

the petroleum industry 
through its cooperative ac- 
tivities, together with a 
reasonable degree of inte- 
gration and consolidation, 
will be able to reduce the 
number of organizations 
among which cooperation 
must be maintained? And 
then, may it not even be 
possible to forecast the 
gasoline requirements in 
various cities and sections, 
so that production and con- 
sumption can be balanced, 
and finally, to discourage 
the duplication of oil sta- 
tion and tank wagon facili- 
ties.”—Craig B. Hazlewood. 

commercial enterprises and what we 
commonly designate as a natural monop- 

oly. President Coolidge has said that the 
public’s interest in the petroleum indus- 
try is paramount. Private companies 
are sometimes inclined to forget that 
oil is a natural resource unknown in 
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quantity, subject to depletion, and so 
far absolutely irreplaceable. The public 
is never allowed to forget this, and since 
oil has become so essential for national 
defense, for business operations, and for 
private convenience, slipshod and waste- 
ful methods of operation at the expense 
of a natural resource have not contrib- 
uted to the highest public respect and 
good feeling. 

Overshot the Mark 

ORE and more, however, the pe- 
troleum industry recognizes its 

responsible position. Great resourceful- 
ness has been exercised by the industry 
at certain points in the intricate process 
of petroleum production to control waste, 
to increase the percentage of the more 
eagerly demanded products, such as gas- 
oline. Enormous initiative has been dis- 
played in the duplication of competitive 
marketing facilities. 

The man on the street probably sums 
up the problem of the oil industry in the 
one word, “over-production.” I am in- 
clined to think that “over-activity” would 
be a more accurate term. As the inev- 
itable result of individual competition 
for oil resources which represent the 
greatest individual profit if drained be- 
fore neighboring owners and the taxing 
authorities take heavier toll, oil extrac- 
tion has been handled at times in head- 
long and wasteful fashion. Within the 
past year, however, partially through the 
application of voluntary cooperation for 
the safeguarding of mutual interests and 
the apportioning of mutual sacrifices, ar- 
rangements have been roughed out 
which, under favorable conditions, prom- 
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ise in considerable degree the control of 
over-production. 

Let us examine this question of over- 
production in the sane light of reason 
and with a little imagination. Here is 
an industry which went along in a fairly 
normal manner for many years. Sud- 
denly the demand for its products in- 
creased in an overwhelming fashion be- 
cause of the development of the inter- 
nal-combustion engine and the automo- 
bile. The supply did not approximate 
the demand. Is it not natural that in 
such circumstances great sums of capi- 
tal were attracted to this industry; great 
business leaders entered it; extensive 
prospecting was carried on; improve- 
ments were introduced throughout every 
branch of the industry; and, finally, in 
seeking in every possible manner to sup- 
ply the demand, the mark was overshot 
and over-production was the result? 

Mystery of the Future 

fe same phenomenon has occurred 
before in other industries and it will 

doubtless occur again. It has happened 
to wheat; it has happened to sugar; it 
has happered to cotton; it has happened 
to coal. There is scarcely an important 
commodity which has not at some time 
had to face this question of over-produc- 
tion. It seems very different to us now 
in the case of oil, but, possibly, that is 
because our vision is warped by the mag- 
nitude of the industry, the mystery con- 
cerning the future supply of oil, and the 
fact that the problem is a present one. 
When we are in the midst of the forest, 
the way out seems much more 
difficult. 

It seems to me that the sen- 
sible thing to do is to face the 
problem squarely, noting what 
progress toward its solution 
has been accomplished in the 
past and what is being done 
at present, and what can be 
done in the future. 

It is safe to say that no one 
is more interested in prevent- 
ing over-production than the 
oil companies themselves, and 

it must be acknowledged 
that they have gone a long 
way toward limiting produc- 
tion. 

A Hard Lesson 

L’ a banker may be permitted an opin- 
ion, however, the world is wide, hu- 

man nature is diverse, temptation is 
great, and the final answer to over-pro- 
duction lies in the direction of positive 
control through a definite merging of 

business interests under such arrange- 
ments as present or future anti-trust 
legislation may permit in this country 
and abroad. 

It has been proved in the petroleum 
industry as in the business of farming 
that an over-production of 10 per cent 
for example will depress the price of 
the total product by 15 or 20 per cent. 
This is a hard lesson and one which 
should be remembered by all operators. 

To illustrate, although production in 
one field during 1927 was less than one- 
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seventh of the total crude oil produc- 
tion for the country, and although it did 
not furnish enough oil to operate one- 
sixth of the country’s refineries, it was, 
nevertheless, sufficient to reduce very 
materially the price of oil wherever pro- 
duced, and it added 60,000,000 barrels to 
storage stocks east of the Rockies. In 
other words, the production of this one 
field, consisting of less than 14 per cent 
of the total out- 
put of the coun- 
try, might be con- 
sidered “the 
straw that 
broke the 
camel’s 
back.” 

Over - pro- 
duction of oil 
is not entire- 
ly a definite 
condition 
which has 
been growing 
steadily worse 
year by year. By 
this I mean that, 
compared with 
consumption and 
demand, there 
has been  over- 
production only 
at certain times 
and in certain 
districts. In 
examining the 

records of production, consumption and 
stocks on hand over the past ten years, 
I found that there was in fact little 
actual over-production. The greatest 
difficulty has been in potential over-pro- 
duction and occasional over-production, 
and it is to the solution of these prob- 
lems that voluntary cooperation may be 
applied most effectively. 

It must be recognized in dealing with 
this problem that the difficulty of over- 
production only begins at the oil well. 
While certain interesting and praise- 
worthy efforts have been made in the 
past year to control over-production 
through cooperation within the industry, 
authorities agree that it was the eco- 
nomic force of an unprofitable price level 
at the beginning of the year, rather than 
voluntary cooperation, that took away 
the spur to produce heavily and enabled 
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consumption during the year to absorb 
the storage and balance demand with 
visible supply. 

Economic forces have now swung in 
the opposite direction, and the urge to 
over-produce has broken out at a new 
point. The higher price for processed 
gasoline later in the year did not at first 

prove sufficient to arouse refiners into 
increasing production. However, it is 
now beginning to have a marked effect 
in that direction. It is possible, therefore, 

that one of the next problems 
before the industry will be an 
over-supply of refined products 
due to the higher efficiency of 
cracking processes and _ the 
more eager and up-to-date ef- 
forts of refiners. 

Must Get Together 

S° we come back again to 
the fact that cooperation 

or integration within the in- 
dustry is required not merely 
to prevent over-production of 
crude oil, but also to prevent 
over-production of the refined 
products. 

Over-production is thus the 
basic problem of all branches 
of the industry, and this prob- 
lem must be solved. The equa- 
tion must be reasonably estab- 
lished between production and 
consumption, and this must be 
done within the law, on a basis 
that is fair to the public. 

In letters that I have re- 
ceived from some of the lead- 
ers in the industry, the im- 
perative need for cooperation 
has been stressed far more 
than any other single factor in 
the solution of the problems of 
the industry. 

The former chairman of the 
board of one of our great oil 
companies said in his letter: 

“By cooperation the industry in 
a year has lifted itself from losses 
to profits in many places. The 
losses were alarming and it was 

their alarming nature that caused the co- 
operative effort. Now that the pressure 
is off and the sheriff no longer lingers 
around the door, it will be natural for the 
oil men to lapse back into old methods.” 

“We must get together and cooper- 
ate,” said the head of another oil com- 
pany. 

“The petroleum industry needs a bet- 
ter understanding and must realize the 
importance of voluntary cooperation,” 
said one of my correspondents, the pres- 
ident of a great company in the South- 

west. 

Bankers Can Serve 

T= president of a large Oklahoma 
producing company stressed the im- 

portance of voluntary cooperation for 
the purpose of reducing both. economic 

and actual waste. 
An outstanding executive in the pe- 

troleum industry has written to me as 
follows: 

(Continued on page 686) 



Shall We Change the Calendar? 
By GEORGE E. ROBERTS 

Vice-President, National City Bank of New York 

Present Calendar Was Established by the Caesars. Business on 
a Different Basis than 2,000 Years Ago. Other Factors Con- 
stantly Changing to Conform to Modern Requirements, Why 

T may come as a surprise to many 
people that anybody should raise 
a question about the excellence or 
accuracy of the calendar. Has it 

not come down to us hallowed by memo- 
ries and associations since the begin- 
nings of time, and are not our birthdays 
and wedding days irretrievably involved 
in the present arrangement, under which 
“Thirty days hath September, April, 
June and November,” etc.? 

The fact is, however, that the calendar 
has been changed a number of times, 
the last time in the English-speaking 
world no longer ago than 1751-52, when 
the beginning of the calendar year was 
changed from March 25 to January 1, 
and for 1751 all of the time from Janu- 
ary 1 to March 25 was dropped out of 
the calendar. Other changes occurred at 
the same time, bringing the calendar 
used by England and her colonies into 
harmony with the Gregorian calendar, 
which had been in use in Catholic coun- 
tries since 1582. Incidentally George 
Washington’s birthday was pushed back 
eleven days, from February 11 to Feb- 
ruary 22. No doubt there was consider- 
able stir about it at the time, but every- 
thing has quieted down since, and the 
advantage of greater uniformity has 
been apparent, Since the Great War 
the countries in which the Greek church 
was dominant have adopted the western 
calendar. 

The irregularities of the present 
calendar have been often commented 
upon, but nobody would favor a change 
unless it could be made among all of 
the important countries at once, and to 
bring this about has looked like a 
formidable undertaking. At last, how- 
ever, widespread interest in the subject 

has been awakened. The League of 
Nations’ organization at Geneva ap- 
pointed a committee upon it, and in this 
manner it has been brought to the at- 
tention of the nations having member- 
ship in the League and also to the 
United States. 

An Irrational Arrangement 

oe irregularities of the calendar are 
due to the capricious arrangement of 

two of its units, the month and the week. 
The months are of unequal length and 
the weeks will not fit into them an equal 
number of times. Moreover, the days 

of the week shift every year to different 
dates of the month and the position of 
the weeks within the month drifts year 

Not a Division of the Year More Convenient to Business? 

by year so that sometimes a month may 
contain in addition to four complete 
weeks, fractional parts of two others. 

It is altogether an irrational arrange- 
ment and in these modern days of 
scientific management, which questions 

With a Calendar of 13 Equal 
Months Clocks Could Be Made 
Into Combined Time and Calendar 

Recorders 

every detail that does not make for ef- 
ficiency and economy, realization of the 
calendar’s defects has led business in- 
terests to promote a world-wide move- 
ment to adopt a better time-measuring 
instrument. 

If public opinion in this country and 
in other countries favors the adoption 
of an improved calendar and this can 
be determined within the next few 
months, it is probable that before the 
end of next year an international con- 
ference for this purpose will be held. 

The National Committee on Calendar 
Simplification, of which George East- 
man of Rochester, is chairman, is now 
engaged in ascertaining public opinion 
on the question in this country for use 
of the United States government in con- 
nection with this contemplated confer- 
ence. Similar procedure is being fol- 
lowed in other countries, for, of course, 
it will not be possible to establish a new 
calendar except by general agreement 
among the nations. 

The advantages and disadvantages of 
two principles of calendar change are 
being submitted by the committee, one 

dividing the year into thirteen equal 
months of twenty-eight days each, the 
other equalizing the quarters of the 
year. They are explained in detail in 
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circulars that are being sent out to or- 
ganizations in different fields of na- 
tional activity accompanied by requests 
under the signatures of special commit 
tees, for definite expressions of opinion 

The field of finance is being querie 
by a Special Committee consisting of th. 
following: J. E. Bouden, Jr., president, 
Whitney-Central National Bank, New Or- 
leans, La.; Walter S. Bucklin, president, 
Shawmut National Bank, Boston, Mass.; 
David S. Finley, Special Assistant- 
Secretary of the Treasury, Washington, 
D. C.; Harvey D. Gibson, president, 
New York Trust Company, New York, 
N. Y.; Otto H. Kahn, president, Kuhn, 
Loeb & Company, New York, N. Y.; 
Harold Kountze, chairman, Colorado 
National Bank, Denver, Colo.; F. M. 
Law, vice-president, National Bank of 
Houston, Houston, Tex.; F. L. Lipman, 
president, Wells Fargo Bank and Union 
Trust Company, San Francisco, Cal.; 
General H. M. Lord, director, United 
States Budget, Washington, D. C.; 
Thomas B. McAdams, executive man- 
ager, State-Planters Bank & Trust Com- 
pany, Richmond, Va.; John R. Mitchell, 
chairman, Federal Reserve Bank of 
Minneapolis, Minneapolis, Minn.; John 
K. Ottley, president, Fourth National 
Bank, Atlanta, Ga.; George F. Rand, 
president, Buffalo Marine Bank & Trust 
Company, Buffalo, N. Y.; George E. 

Roberts, vice-president, The National 
City Bank of New York, New York, 
N. Y.; Henry M. Robinson, president, 
First National Bank, Los Angeles, Cal.; 
J. W. Spangler, president, Seattle Na- 
tional Bank, Seattle, Wash.; Paul M. 
Warburg, chairman, International Ac- 
ceptance Bank, New York, N. Y.; 
Evans Woollen, president, Fletcher 
Savings & Trust Company, Indianapolis, 
Ind. 

The 13-Months Plan 

ERSONALLY, I am disposed to favor 

the thirteen-months’ plan because it 
remedies the marked defects of the pres- 
ent calendar in thorough-going fashion, 
but the main proposal now is that of en- 
tering ean international conference in 
which all plans will have due considera- 
tion, and experts will deal with the re- 
finements of the subject. 

The principal defects of the existing 
calendar are: 

1. The months are of unequal length, vary- 
ing from twenty-eight days to thirty-one days. 

(Continued on page 714) 



The Diary of a Bank Examiner 
By ARTHUR B. MASON 

Question and Answer Main Medium of Small Bank Examination. 
Cashier Carries Chief Burden. 

Condition of Collateral Causes General Astonishment. 

Directors Furnish Little Aid. 

Brook 

Trout Fingerlings Basis for Credit. Missing Liberty Bonds. 

HE second day finds the ex- 
aminer on hand early, as he 
knows how difficult it will be to 
make any great progress, once 

the bank opens for business, when the 
cashier will be called away from time 
to time on other matters. 

After getting his bag out of the vault, 
he goes into the directors’ room to get 
ready for the day’s grind, and finds it 
occupied by two rather glum-looking in- 
dividuals who seem to eye him with 
considerable suspicion if not downright 
unfriendliness. As he comes in these 
two edge out of the room, only to re- 
appear a few moments later accom- 
panied by the cashier, who introduces 
them as two of the directors who are 
to “sit in.” The cashier goes out to un- 
lock the vault in order that the day’s 
work may begin, leaving the examiner 
to engage in conversation, two perfect 
strangers to him, who also seem to have 
preconceived ideas as to examiners that 
are not exactly complimentary, judging 
by their looks. 

After an interval of about fifteen 
minutes, during which time the usual 
topics of weather, crops, etc., have been 
discussed with the two directors, the 
cashier makes his appearance stating 
that the other director, a local merchant, 
is a little late “but we might as well 
start as he will be here before long.” 

Supposed to Look Pleasant 

eee on the part of the ex- 
aminer for the financial statement 

seems to rather surprise the cashier but 
he goes out returning with the file which 
appears to be crammed to overflowing 
with an immense amount of material, 
so much indeed as to be rather ap- 
palling. 

With these few preliminaries out of 
the way, the examiner takes up the 
discussion of the notes and all goes well 
until the note of Ezra Allen is reached. 
This being for $1,500 it seems to be 
a wise procedure to ask for Mr. Allen’s 
statement. 

For some reason or other a diligent 
search of the file does not serve to 
produce the desired statement, much to 
the surprise of the cashier, until he 
suddenly announces that he has brought 
out the transfer file instead of the 
current one. Business of carrying back 
the transfer file to the vault and bring- 
ing out the current file consumes more 
of the examiner’s valuable time, during 

The Second Day 
Se is the second of a 

series of extracts from 
the pages of a diary of the 
trials and tribulations of a 
bank examiner. Last month 
Mr. Mason related the inci- 
dents of the examiner’s ar- 
rival at the bank aad his 
efforts to cledr the way for 
a good start on the second 
day. Here he reports slow 
going and what the exam- 
iner finds. He points no 
moral, but there is a ser- 
mon in the thoughts of the 
patient examiner who sel- 
dom can say what he thinks. 

cee 
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which he is supposed to look pleasant 
and continue to amuse the two directors. 

First Signs of Life 

R. ALLEN’S statement can not be 
found. 

“That is a strange thing,” says the 
cashier, “I distinctly remember he was 
in here not so long ago and said some- 
thing about a statement, and I thought 
he took one to fill out but it must have 
been another party. Yes! I remember 
now. It wasn’t Allen after all, it was 
a Japanese gardener I had in mind.” 

The examiner asks as to financial con- 
dition of Allen, whereupon cashier re- 
ports, “Fine fellow Allen”! (appeals to 
directors to indorse his view but they 
do not appear to have entered into the 
spirit of the game as yet, and give a 
rather grudging assent to cashier’s 
judgment.) 

“But you want to know what Allen 
has, don’t you? Well, he owns a small 
ranch about three miles out from 
town—” (Directors here show their first 
signs of life, and dispute the distance 
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from town of Ezra’s ranch; no decision 
reached and the cashier proceeds), 
“Well, anyhow, it contains about twenty 
acres, partly in orchard and he has a 
few head of stock on it. And I think 
this money went to purchase the stock 
and make a few improvements in the 
buildings.” 

The matter of acreage has a disturb- 
ing effect on the directors and a lengthy 
discussion arises as to the exact number 
of acres in the ranch. The examiner 
finds himself utterly unable to stop the 
discussion for some minutes and while 
it does not definitely fix the number of 
acres, it does bring out one interesting 
feature which is that the ranch does 
not belong to Allen but to his wife who, 
incidentally, has not signed the note. 

Another Surprise 

peers next commotion is caused by the 
note of Jasper Davis for $3,000. 

Jasper is apparently well fixed as he 
has secured this loan with a similar 
amount of Liberty Loan bonds. The 
examiner’s request to see the collateral 
is another surprise to the cashier, but. 
he nevertheless hastens to the vault 
emerging with two document files ap- 
parently filled to their capacity with all 
sorts of important looking and bulging 
envelopes. An intensive search that 
lasts for several minutes fails to locate 
Jasper’s bonds and the cashier then 
brightly announces that he has brought 
out the old insurance policy and old 
escrow matters of the bank and returns 
the files to the vault, and this time 
returns with the proper file and a look 
of satisfaction. 

Still unable to find the bonds, he looks 
carefully to make sure this is the cor- 
rect file. 

“Yes, darn funny,” he says, “I had 
that out only the other day and I dis- 
tinctly remember Jasper cut off some 
coupons.” 

Directors are of little assistance in 
this emergency beyond looking as if they 
would not be very much surprised if the 
bonds were missing, so the note teller 
is called upon for an explanation. 

“Didn’t Jasper Davis have any col- 
lateral for his note? Well, where in the 
name of all that’s good is it?” the 
cashier demands. 

After some discussion it finally de- 
velops that Jasper’s bonds have never 
been taken out of the safe-keeping file 
where they are now found and produced. 
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No harm done beyond the waste of more 
valuable time. 

Henry Had Poor Luck 

NOTE of Henry Fisher for $385.49 
being of small amount would not 

have led to any great research had it 
not been for the fact that the date of 
the note showed it had been running for 
a long time and the almost total lack 
of any indorsements reveals the fact 
that it has received very little attention, 
from the maker, and is in fact long past 
due. 

Replying to the inquiry of the ex- 
aminer the cashier says that the note 
has been the source of worry to every 
examiner that has been there, and that 
there was a time when he, himself, 
doubted if it would ever be paid. But 
now while not a liquid asset by any 
means, it is in a fair way of eventually 
being paid but it will be slow, and 
proceeds to explain: 
“Henry has had poor luck as a farmer. 
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Much to the chagrin of cashier the note 
is classed a loss and examiner suggests 
the advisability of finding out just how 
the business is getting along. Report 
brought in during examination reveals 
the fact that all the trout have escaped 
through a hole in the sieve at the bottom 
of the dam. 

At this point, it being well along in 
the day, the local merchant who is the 
other director, who is supposed to “sit 
in,” puts in an appearance with 
apologies for being late but his business 
prevented. He is a different type of 
man from the other two and the ex- 
aminer feels that he will be of more 
assistance in arriving at correct con- 
clusions as to the credit of the bank’s 
customers. 

Appears to Be Overdrawn 

HE usual line of the local auto- 
mobile dealer makes its appearance 

under the name of Charles H. Green, 
whose line is perilously near the legal 

“They seem to have preconceived ideas as to examiners 
that are not exactly complimentary” 

He rented a very poor piece of land 
and this note is for money advanced him 
to put in his crops which proved a total 
loss. He. had to give up his land and 
has now gone in partners with another 
man and they are raising mountain 
trout for the city markets.” 

A Hole in the Sieve 

’ appears that this other party 
owned a little ranch that had a 

ravine on it which they dammed and 
stocked with trout, having had a stand- 
ing offer from the hotels in the city to 
take all the trout they ‘could furnish 
at seventy-five cents per pound. So far 
they had not sold any trout and the 
examiner fails to see how the line is 
bettered, but the cashier hastens to 
enlighten him by showing an unrecorded 
chattel mortgage on an undivided half 
interest in 25,000 head of brook trout 
fingerlings. Still the examiner is not 
convinced and asks why the mortgage 
was never recorded. 
“We did not feel it necessary to put 

it on record,” the cashier replies, “and, 
anyway, Henry knows he owes the 
money.” 

limit and is secured by chattel 
mortgages on new cars on the 
floor and a second mortgage 
on his business property. Mr. 
Green’s statement shows a fairly good net 
worth which, on examination, is shown 
to exist almost entirely on his equity 
in his real estate and his stock of used 
cars. Under these conditions, and as 
there appears to be a generous line of 
rediscounted auto contracts of his in the 
pouch, several of which are past due, the 
examiner inquires if he keeps a compen- 
sating balance sufficient to warrant such 
an extension of credit. 

“Oh, yes, indeed,” the cashier hastens 
to explain. “That is one of our best ac- 
counts and whenever any of his con- 
tracts become delinquent it is under- 
stood that we charge them right back 
to him.” 

To support this statement the cashier 
refers to the account and returns rather 
crestfallen to report: 

“Well, his account appears to be 
overdrawn right now about $2.52. Must 
be some mistake as Charlie is very par- 
ticular. However, it will undoubtedly 
be covered today and, if not, he will 
sign another note to enable us to take 

633 

care of those past due contracts.” 
This procedure seems much more 

satisfactory to the cashier than to the 
examiner, who feels and says- that as 
far as he can see the bank is in the 
automobile business. 

A New Clue 

"T= note of Albert Huggins for 
$3,586.75 next comes up for explana- 

tion. From all accounts Huggins is an 
exceptional character. In fact, “If all 
our notes were as good as his we would 
have little cause for worry.” 

A request to see Huggins’ statement 
leads to an exhaustive search of the files 
under the letter “H,” in the meantime 

cashier keeping up a running fire of 
talk extolling Huggins. 

“He is the soul of honor and if he 
once makes a promise you can absolutely 
rely on its being kept if possible,” he 
insists. 

Three frantic searches having failed 
to bring to light the desired statement, 
cashier appeals to the note teller who 
sheds some light on the subject by 
stating that at the time of the last 
renewal, about eighteen months ago (if 
he remembers rightly) the bank had 
hoped to get the indorsement of Hug- 
gins’ father-in-law, Smith, on the note 
but failed to do so owing to Smith’s 
reluctancy in the matter. This gives a 
new clue and Smith’s statement is lo- 
cated and statement of Huggins is found 
pinned to it. This proves to be over 
two years old and showed at that time 
a net worth of about $3,000 with total 
liabilities of about $5,000. 

(Continued on page 718) 
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And That’s All! 
NEWSPAPER recently 
carried an item seemingly 
in a warning way—that 
prosperity was only a 

state ot mind, which statement 
is of curious interest now be- 
cause only a little while ago—when 
there was not so much prosperity— 
the thought was going the rounds of 
the press, in an encouraging way, 
that prosper- 
ity was a state 
of mind, and 
that if we 
wanted pros- 
perity we 
must think 
prosperity. 

In some 
stage of its 
existence 
pretty much 
of everything in the 
world has been referred to 
as a “state of mind.” 
What is now known as the 

New World, the Western 
Hemisphere, was, at one time, con- 
sidered by many persons to be a 
state of mind on the part of Christo- 
pher Columbus. 

The independence of America 
was, for a time, a state of mind on 
the part of Thomas Paine. 

The telegraph was a 
Morse’s mind. 
The telephone was a state of 

Bell’s mind. 
The first steamboat was a state of 

Robert Fulton’s mind, popularly de- 
scribed in the speech of the times as 
“Fulton’s folly.” 

The canal that gave to New York 

state of 

City its commercial supremacy was 
a state of mind, popularly called 
“Clinton’s folly.” 

Every great piece of literature, 
every beautiful work of art was, in 
the beginning, a state of mind. 

Such beliefs are like a powerful 
searchlight on a dark night, the 
beams of which dissolve the mean- 
ingless black and reveal actualities. 

Many articles common- 
ly sold in stores at good 
prices are made from ma- 
terial that formerly was 
factory waste—and would 

be factory 
waste still 
were it not 
for the cir- 
cumstance 
that  some- 
one’s mind 
made a true 
connection be- 
tween the 
hitherto use- 
less material 

and the utility of an article or an 
instrument fashioned from it. 

VEN now there is a lot of 
“black night” surrounding our 

civilization and, what does it con- 
ceal, is a pertinent question. 

If the history of the ensuing hun- 
dred years is at all comparable 
with the history of the last hundred 
years there are many astonishing and 
astounding answers to that question. 

Those who will give the answers 
are those who in clinging stead- 
fastly to one little bit of light shin- 
ing into their own intellects will— 

Get themselves into such a state of mind that something new may be 
achieved! 

By JAMES E. CLARK 

January, 1929 



Mass Prosperity 
By JOSEPH S. MCCOY 

Government Actuary 

Average Individual Income Shows Nearly Sixty Per Cent Gain. 
Three Thousand New Millionaires in Three Years Reported in 
Federal Tax Returns Which Disclose Prosperity Has Extended 
to All Classes. Lower Rates Bring Government More Revenue. 

HE statement has been frequent- 
ly made during the last few 
years that the United States has 
been very prosperous. This has 

been instanced by the enormous surplus 
revenue collected by the government, 
despite the tremendous reduction in 
taxes made by the revenue acts of 1921, 
1924, 1926 and 1928. The great reduc- 
tion in the outstanding public debt has 
also been thus instanced, as well as 
many other items pointing to the pros- 
perity of the government. This, how- 
ever, does not prove directly the pros- 
perity of the individual, the units that 
make up the body politic. 

The preliminary report of “Statistics 
of Income” for the calendar year 1927 
was issued about the middle of Novem- 
ber, last, by the Internal Revenue Bu- 
reau. The data contained therein, al- 
though as yet somewhat incomplete, ful- 
ly proves the wonderfully increased 
prosperity of the individual for the year 
1927, as compared with the similar re- 
turns for the year, 1924, only three 
years prior thereto. 

The total number of individuals mak- 
ing returns of net income, according to 
the preliminary returns for 1924 was 
7,298,481, while the similar returns for 
1927 were 4,122,242, or 3,176,234 fewer 
returns. The cause of this large reduc- 
tion was the increased exemptions car- 
ried in the 1926 revenue act. Those 
making these returns were not all tax- 
able, because many of them had no tax- 
able net income, their special exemp- 
tions exceeding their net incomes. 

Much Larger Revenue 

HE record shows that for 1924 there 
were returns made of taxable net in- 

come by 4,090,034 individuals, and for 
1927 by only 2,458,859. The taxable net 
income returned for 1924 was $18,122,- 
963,821. Of this amount, $9,577,741,427 
was returned by individuals with in- 
comes in excess of $5,000. The 1927 sta- 
tistics indicate that $13,597,808,693 was 
returned by individuals with taxable in- 
comes in excess of $5,000. Under the 
1926 act, and not changed by the 1928 
act, no married individual, or head of 
a family, having four dependents, pays 
any Federal income tax unless his in- 
come exceeds $5,100. He has $3,500 per- 
sonal exemption and an additional $400 
for each dependent, a total of $5,100. If 
his entire net income is derived from 

New Millionaires 
UNSURPASSED pros- 

perity for the indi- 
vidual population of the 
United States is found by 
Mr. McCoy in the facts 
brought out by analysis of 
the Federal income tax re- 
turns. The Treasury ex- 
pert’s study discloses not 
only an army of new mil- 
lionaires but enormous in- 
creases in the incomes of 
taxpayers all along the 
line, reflecting a condition 
of wide distribution in the 
expanding wealth of the 
nation. 

¥V.¥,9.9.9.9.9.4,". 4.9.0. 0.0.9.0.9.9.0.9.9.¥.9.9.9.9.0.9 ¥ 69 

dividends, no tax accrues until a net in- 
come of $10,000 is exceeded. 

The total tax returned for 1924, after 
deducting all tax credits, was $689,134,- 
185, while for 1927 the similar returns 
amounted to $826,245,497 — a much 
larger revenue from a greatly reduced 
number of taxpayers, under greatly re- 
duced tax rates. The number of tax- 
payers, 1924 to 1927, was reduced about 
40 per cent, the tax returned was in- 
creased about 20 per cent, while the 
maximum tax rate on any part of the 
taxpayers’ net income was reduced from 
45 per cent for 1924, to 25 per cent for 
1927, together with large increased per- 
sonal exemptions, and the further ex- 
tension of the 25 per cent tax credit for 
earned net income. 

Increased Incomes 

Fo 1924 the total tax returned by 
taxpayers with net income in excess 

of $10,000 was $637,187,864, while those 
with net income of less than $10,000 re- 
turned $86,622,983. The similar figures 
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for 1927 are $815,468,785, and $42,041,- 
449. In the face of lower tax rates, in- 
creased exemptions, and tax credits, 
these 1927 returns can only be explained 
by an increase in the number of taxpay- 
ers, which necessarily implies larger 
net incomes. An examination of these 
statistics will fully confirm this conclu- 
sion. 

The number of taxpayers returning 
for 1924, with net incomes between 
$5,000 and $10,000, was 425,087, as com- 
pared with 502,873 for 1927, an increase 
of over 18 per cent. In addition to these 
taxpayers, for 1924, 8815 with net in- 
comes within this range were exempted 
from all income tax by their specific 
exemptions, as compared with 40,636 
for 1927, an increase due to increased 
exemptions alone. The returns for 1924 
of taxable incomes between $10,000 and 
$50,000 numbered 235,172, as compared 
with 310,327 for 1927, an increase of 
about 32 per cent. This means that at 
least 75,155 individuals that in 1924 
either made no return or returned net 
incomes of less than $10,000, by 1927 
had increased their income to somewhere 
between $10,000 and $50,000. 

The returns for 1924 of taxable in- 
comes between $50,000 and $100,000 
numbered 15,634, while for 1927 they 
had increased to 22,562, an increase of 
over 44 per cent. This can only mean 
that at least 6928 individuals whose net 
income for 1924 was less than $50,000 
had increased their income .for 1927 to 
somewhere between $50,000 and $100,- 
000. 

The returns for 1924 indicated that 
5694 individuals returned net incomes 
of over $100,000 each, while for 1927 
similar returns numbered 11,607, or an 

increase of over 103 per cent. This 
means that at least 5913 individuals 
who returned net incomes of less than 
$100,000 in 1924 had increased their in- 
come to something over $100,000. 

More Millionaires 
F those returning income in excess 
of $100,000 for 1924, seventy-four 

returned incomes in excess of $1,000,000. 
The similar returns for 1927 numbered 
283, an increase of over .282 per cent. 
This means that the preliminary Statis- 
tics of Income for 1927 indicates that 
283 separate individuals returned net 
incomes after all exemptions and deduc- 

(Continued on page 711) 



The Orient Beckons the Dollar 
By EMMETT HARRIS 

New Field for American Surplus Funds Found In the Far East. 
China, Japan, India and Australia Offer Many Opportunities. 
Investments Can Be Coordinated With Sales by Manufacturers 
Which Require Financing. Orient Needs Longer Terms on Sales. 

HILE the United States has 
invested billions in Latin 
America, in Canada and in 
Europe in recent years, the 

total investments of this country in the 
Far East can be reckoned in millions. 
To be exact, we have invested to date 
about $1,000,000,000 in Far Eastern coun- 
tries, including 
Australia, out of a 
total investment 
abroad at the end 
of 1927 of $14,500,- 
000,000, or a little 
under 7 per cent of 
the whole. 

The question 
naturally _ arises, 
therefore, why, 
with all of the 
latent resources in 
man power and 
material with 
which the Far East 
is supposed to be 
endowed, has 
American capital 
flowed to other re- 
gions? Why have 
American investors 
sought an outlet 
for their funds in 
Latin America, in 
Canada and in 
Europe, while the 
Far Eastern field 
has remained prac- 
tically untouched? 

Perhaps when a satisfactory answer 
to this question is found it will furnish 
a key to the more difficult question of 
this country’s probable future course in 
the Far Eastern investment field. 

First Class Risks 

ANKERS are wont to divide the bor- 
rowing world from the investor’s 

standpoint into three great categories. 
These are based on the sole factor of the 
safety of the capital sum and the rea- 
sons for the classification are readily 
discernible. 

Into the class A category are placed 
all those investments where the borrower 
is primarily engaged in reloaning the 
capital. These are first class risks be- 
cause the business of the borrower is 
built up largely on his reputation and 
he cannot afford to default. If he is in 
the business of borrowing money to re- 
loan at a higher rate of interest, he must 
assume the risks himself and if the sec- 

ondary borrowers default he must stand 
between them and a loss to the original 
investor. He is trading on his reputa- 
tion and therefore constitutes the high- 
est type of risk. Both governmental and 
corporate issues come within this cate- 
gory, although for obvious reasons the 
governmental issues are subject to other 
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and more definite tests such as revenues, 
expenditures, and outstanding debt and 
comparatively few of them are reloaned 
directly, although many loans to gov- 
ernments do release funds for other pur- 
poses. Asa rule, many of the American 
loans to Europe can be classed in this 
general category of class A risks. 

Largely Speculative 

HE second class of foreign loans in- 
clude direct loans to governments 

and corporations for development pur- 
poses in areas where stability has been 
attained. Into this category may be 
grouped some of this country’s loans to 
Europe and most of our loans to Latin 
America, to Canada, Australia and 
Japan. The funds are used either for 
well defined governmental activities or 
for definite corporate projects. The re- 
turn of the principal depends entirely 
upon the stability of the government or 
the success of the undertaking. 
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The third class of foreign loans are 
largely speculative inasmuch as they are 
made either to governments which are 
unstable or to business enterprises in 
such areas as are still subject to all of 
the vagaries of unstable government, 
such as irregular taxation or confisca- 
tion. 

In the Far East 
there are all three 
classes of risks. In 
the first group, for 
example, might be 
placed certain loans 
to the Dutch East 
Indies. The risk 
here is rated to be 
small because of 
the reputation of 
the borrower. In 
the second group 
are loans to Jap- 
anese and Austra- 
lian governments 
and _ corporations 
which are ear- 
marked for definite 
projects usually of 
a constructive na- 
ture, while in the 
third group may 
be placed loans to 
China. 
Other areas, such 

as India, French 
Indo-China and 
British Malaya, 
have not entered 

the American market for loans in the 
past, their requirements being taken 
care of in Europe. Many loans to these 
areas, however, would be in the second 
group of risks and few could be classed 
as purely speculative. Loans to the Phil- 
ippines are in a special category be- 
cause of the political relations _be- 
tween the islands and the United States. 

Such financing as the United States 
has done in the Dutch East Indies in the 
past could probably be termed interim 
financing, for ordinarily Dutch funds in 
Holland are available for all the general 
requirements both of the government and 
of corporations in the colony. There are 
times, however, when because of its 

oversupply of funds this country can bid 
for these gilt edge investments against 
the Dutch banks with success. This oc- 
curred recently when one of the strong- 
est plantation and merchandising houses 
in the Dutch East Indies floated an issue 
in this market. 

It is to Japan and Australia, however, 
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Public Utilities in Bombay 

that most of the American Far East 
loans in recent years have gone. In 1923 
American capital loaned $19,900,000 to 
the Oriental Development Company, 
which was used for development projects 
in Chosen and Manchuria and was guar- 
anteed by the Japanese government. In 
1924 this country loaned $125,000,000 to 
the Japanese government, only about 
$60,000,000 of which, however, was new 
capital, the balance being a refunding 
operation. This money went mainly for 
earthquake relief, the rebuilding of gov- 
ernment buildings, and the rehabilita- 
tion of transportation and communica- 
tions. In 1926 the city of Yokohama 
floated a $19,740,000 loan in the Ameri- 
can market for similar purposes, while 
in 1927 the city of Tokyo floated a $20,- 
640,000 loan at 5% per cent here. 

Japanese corporate loans have been 
equally extensive. In 1923 the Indus- 
trial Bank of Japan borrowed $22,000,000 
from American bankers in order to re- 
lease frozen funds of that institution 
which had been loaned to China in 1917 
and had gone into default. While this 
was a private loan it was guaranteed by 
the Japanese government. In the same 
year the Daido (Great Consolidated) 
Electric Company borrowed $15,000,000 
in the American market for the purpose 
of extending its hydro-electric projects 
in the great industrial areas of central 
Japan. This loan was sold at 91% and 
carried 7 per cent, so that the yield was 
7.85 per cent. It was in 1925, however, 
that most of the important hydro-electric 
financing took place in Japan. In that 
year the Toho Electric Power Company 
floated $15,000,000 here, yielding 7.80 
per cent; the Ujigawa Electric Power 
Company $14,000,000, yielding 7.90 per 
cent; the Daido, an additional loan of 
$13,500,000, yielding 7.75 per cent, and 
the Tokyo Electric Company $24,000,000, 
which yielded 6.40 per cent. These were 
followed in 1926 by a $2,000,000 issue for 
the Imperial Electric Light Company, 
yielding 7.50 per cent and a new loan to 
the Toho for $10,000,000 which netted 
6.55 per cent. 

These hydro-electric loans were, 
many of them, important to Japan- 
ese-American trade because they carried 
with them sales of American electric 
generating equipment and as they kept 
pace with and facilitated the industrial- 
ization of Japan, they can be termed 
productive in the highest sense. Such 
loans, moreover, are considered excep- 

tionally sound because they are made to 
going concerns engaged in rendering 
a very necessary and lucrative service 
to a densely populated area. 
American ventures in the Australian 

field, while not so extensive, have been 
equally sound and constructive. The 1925 
loan to the commonwealth of $75,000,- 
000, while yielding only 5.03 per cent, 
was our. introductory effort in a field 
which had heretofore been considered a 
British preserve. This was followed in 
1927 by four loans of considerable im- 
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portance. A $40,000,000 issue to the 
commonwealth, followed by two issues 
of $25,000,000 each to New South 
Wales and a $7,500,000 loan to the city 
of Brisbane, made this market for the 
first time a real factor in the Australian 
financial world. 

All of these issues have been fairly 
successful so far. Some of them, par- 
ticularly the Japanese issues, have been 
depressed by the recent bank panic, but 
there has been no defaulting and most 
of them have all the elements of sound 
and relatively high yielding investments. 

It will be noticed that American ven- 
tures in the third category of specu- 
lative Oriental fields have not been con- 
spicuous. This country has been invest- 
ing nothing in China in late years, but 
for that matter neither has anyone else, 
with the exception of the Belgian Dutch 
Syndicate, which built the Lung Hai rail- 
way extension to the coast, and the more 
recent extensions in Manchuria financed 
by the South Manchurian Railway. 

Opportunities for Loans 
6 Bree brings us to the future and the 

part which American capital may 
be expected to play in the development 
which is bound to come, especially in 
the great fields for speculative financing 
in China and other areas. If it is as- 
sumed that sooner or later political con- 
ditions in these territories will become 
stabilized, then how far is the American 
investor prepared to go in financing the 
many opportunities which may present 
themselves ? 

In the first place, the almost insur- 
mountable difficulties inherent in pro- 
tecting any investments in the interior 
of China will probably make a broad 
forward policy in that area almost im- 
possible for many years to come. If, 
therefore, this country is to participate 
in the developments which may take 

(Continued on page 713) 
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What Will We Do With It? 

T is a glorious thing to contemplate—a New Year 
for all of us—a great credit in the bank of life, but 

with infinite wisdom not given us in a lump to waste 
and dissipate, like the unwise, ignorant man or women 
suddenly coming into a great fortune—but dealt out 
to us, in small portions, smaller even than day-by-day 
—minute-by-minute! 

The wisest, most profound man in the universe can 
get no more of the year at one time than the poorest 
boy. He has his credit, so to speak, but though he 
may borrow money on his note in an astonishingly 
large sum he cannot circumvent the laws of the uni- 
verse so as to get even an hour of time before it falls 
due. 

Of all the trusts, living or dead, here is the most 
perfect trust in all creation, rising above man-made 
laws, needing no reviews nor legal interpretations as’ 
to the construction of this paragraph or of any word 
here or there. 
What will we do with the credit? 
Whether we shall be able to receive it all or only a 

little of it depends in some degree upon how we use it 
as it comes. Misuse of time makes for disasters. Wise, 
industrious, well-balanced use of the credit of life— 
as in banking—makes for the extension of more credit. 

Each must by his secret thought, no less than by 
his visible action, answer the question. If he answers 
not at all, even that blindness constitutes a fatal re- 
ply to the eternal question, “What will we do with it?” 

The great body of JOURNAL readers will, we know, 
use this credit'as they have never before used a credit. 
They will make it count for more in right thinking, in 
well-aimed industry, in cooperation and good will. 

The Season’s Greetings which as we write we hear 
flying everywhere are more than mere words. Even 
they, familiar as they are, give impulses in the right 
direction, and in all of our civilization there is no finer 
of our small customs than that through which each 
individual gives to others the impulsive spark of good 
will expressed in the words, 

“A Happy New Year to You!” 

A Guaranty Law Works Out 

N his report to the Governor, Roy Bone, Bank 
Commissioner of Kansas, discusses “the final liqui- 

dation of the guaranty fund which has been accom- 
plished during the last two years,” and discusses an 
unexpected situation which developed in its adminis- 
tration. 

The law required that failed banks whose deposits 
had been guaranteed under the law, should be paid 

from the guaranty fund in the order in which these 

banks were liquidated. 
Certain state banks were in due course so certified 

but there was not a sufficient sum in the guaranty 
fund to make the payments in the sums that they 
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were entitled to under the provision of the law. The 
question of priority was then raised and was taken 
to court to determine when a failed bank could be 
considered as fully liquidated. 

After a series of hearings a commissioner appointed 
by the Supreme Court determined the order in which 
the banks on the list had been certified as liquidated. 
The Bank Commissioner was instructed to convert all 
of the securities in the guaranty fund into cash and 
pay the banks in full in the order in which they were 
certified excepting, however, in the case of the last 
two banks on the list. 

These two had been certified as having been liqui- 
dated on the same day and it was ordered that they 
be paid pro rata from the remaining funds. 

Thus the guaranty fund has been distributed but 
the end is not yet. “There are,” says Commissioner 
Bone, “a great many guaranteed banks in liquidation 
which did not participate in this distribution, and will 
in my judgment never be paid. There are at the pres- 
ent thirty-nine guaranteed banks paying their assess- 
ments regularly. They are for the most part small 
banks and the amount received will not begin to pay 
the interest on the outstanding certificates.” 

The disappointment that will attend a guaranty 
of deposits law wherever it may be enacted, is accepted 
as a foregone conclusion but the plan when presented 
to the public is so fascinating nevertheless that the 
lesson should be kept before the public, against the 
coming of the day when some ambitious politician 
again brings up the plan and proposes to have it 
enacted into law. 

What Will Be the Effect of Brokers’ Loans? 

HEN wages are extraordinarily high, money, 
like men, will turn from old occupations to bene- 

fit by the high wage. 
There is abundant proof of this in the stock market. 

The high totals of brokers’ loans for use in the street 
is no more commanding in interest than the source 
of a large proportion of these loans. 

Taking cognizance of the parentage of these loans 

the Federal Reserve Bulletin for December restates 
an assertion frequently made in the last year which, 
in effect, is that corporations, outside of banking, were 
sending their funds to the market for profitable em- 
ployment. 

“During the period of low money rates from 1922 
to 1927,” the Federal Reserve Board’s bulletin says, 
“securities were floated by corporations in exceptional- 
ly large volume and the proceeds of these flotations 
not only strengthened the cash position of the corpora- 
tions and enabled them to reduce their bank loans, but 
also placed at their disposal funds in excess of their 
current requirements. 

“The high money rates prevailing in recent months 
on loans in the security markets have attracted large 
amounts of these surplus funds, with the consequence 
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that loans to brokers for the account of non-bank cus- 
tomers increased very rapidly during the last quarter. 

“One of the effects of this transfer of lending from 
banks to corporations has been a decline in bank de- 
posits, as the depositors have drawn on their balances 
to provide funds for the loans. The decline in deposits 
in turn has been a factor in diminishing reserve re- 
quirements of member banks. Loans to brokers by 
corporations, therefore, have had the incidental effect 
of supplying credit for the use of the stock market, 
while at the same time releasing member bank re- 

serves.” 
Trends always are interesting and important, for 

no man can accurately forecast the final effect of a 
trend. A trend may be only a temporary phase which 
will disappear, or it may be the beginning of a radi- 
cal condition in business. “There exist in nature,” 
says a historian, “no germs so hidden as the infinitely 
small causes of human events.” 

In all probability a lot of time must elapse before 
there can be accurate appraisal of the influences and 
reactions of this incursion of corporation money into 
the stock market. Will it, in-the long run, strengthen 
and intensify in the pursuit of the primary objectives 
of their own particular businesses those corporations 
which are lending for speculative purposes? Or, will 
it in the long run tend to reduce efficiency in those 
things which they were established to accomplish? 

Is it possible that a commercial or industrial con- 
cern, having found that it can do well loaning money 
as a side line, so lower its guard and its commercial 

vigilance that a watchful competitor may win its mar- 

ket away? 
Building and loan associations, finance companies, 

investment trusts each are lessening banking’s oppor- 
tunities. While all of the business of these concerns 
is not wanted by banks, and much of it is not in the 
nature of banking or trust company propositions, there 
has nevertheless been complaint against the methods 

of operations of companies under the first and the last 
class. 

Bankers have complained that in some places build- 
ing and loan associations are conducting what actu- 
ally is a banking business, though free from the rigor- 
ous limitations and requirements of chartered banks. 
Trust companies have pointed out that the public is 
being misled by the use of the word “trust” in the 
case of companies conducting an investment trust 

business. 
Does the present profitable experience of corpora- 

tions loaning money to brokers open the way for the 
rise and the development of still another class of 
financial company which, as it develops, will also find 
ways of encroaching upon the field of banking? 

No Postal Savings Legislation 

OSTMASTER GENERAL NEW apparently has 
called a halt to the sporadic efforts of the Post 

Office Department to obtain legislation from Congress 
authorizing the Postal Savings System to encroach 
upon the field of savings banking. 

In his annual report to Congress as Chairman of 
the Board of Trustees of the Postal Savings System, 
Mr. New makes a frank statement of policy, saying: 

“T want to say unreservedly and without equivoca- 

tion that it is not my purpose, now or hereafter, to 
recommend any legislation that is a departure from 
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the basic principle of Postal Savings in this country— 
that it must not be in competition with established 
banking institutions.” 

Such a stand by the Postmaster General should 
bring to an end the series of proposals that have been 
made in Congress in the past few years to broaden 
the field of Postal Savings activity. There has been 
the proposal that the rate on Postal Savings should be 
increased. More recently it has been suggested that 
the maximum amount permitted per depositor should 
be increased and that the Postal Savings System 
should be permitted to accept joint accounts. Various 
and sundry have been the proposals for further Postal 
Savings legislation, all seeking the same end—the 
aggrandizement of the system. 

Now the Post Office Department has seen a great 
light. Mr. New evidently realizes that with banking 
forced to meet steadily increasing competition of 
different forms it is no time to enhance the competi- 
tive strength of the. Postal Savings System, nor to put 
the government deeper into business. 

Like Charity 

EGISLATION has one very definite similarity to 
charity—it should begin at home. This likeness is 

called to the attention of Congress by Comptroller of 
the Currency J. W. Pole in his annual report in which 
he strongly opposes as harmful and unnecessary the 
proposed amendments to Section 5219 of the Revised 
Statues relating to the taxation of national banks by 
states. an 

The position taken by the Comptroller is directly 
in line with the views of the American Bankers Asso- 
ciation, as expressed in a resolution adopted at the 
Houston convention in 1927. There it was pointed out 
that there was no need for Congress to act. The exist- 

ing law offers alternative methods for taxing national 
banks. Some states are taking advantage of the al- 
ternatives offered. Others have amended their con- 
stitutions to permit them to do so. This is the point 
stressed by the Comptroller, who says: 

“In providing for tax classification very few states have 
tied the hands of their legislatures respecting bank taxa- 
tion. It is for them to take the steps necessary to keep 
their systems in harmony with existing statutes rather 
than that the law should be amended, as it would be by 
the passage of any of the bills now pending, to permit the 
classification of banks as tax targets without any prac- 
tical limitation upon the burdens then to be imposed. 

“In this connection the California Legislature has al- 
ready passed an amendment to the constitution of the 
state providing for a different method of taxation and it 
has been adopted by the people of California. Massachu- 
setts, New York, and Wisconsin have taken advantage of 
the amendments of 1923 and 1926, the first two by levy- 
ing upon banks an excise tax measured by all their net 
income and Wisconsin by employing the same income tax 
that it levies on other corporations. What they have done, 
other states may do. Certainly the problem should be 
dealt with by the states themselves in enacting new tax 
laws rather than asking Congress to give up the protec- 
tion that has existed for sixty-four years to the national 
banking system, to the Federal Reserve System, and to the 
state banking systems.” 

The firm stand taken by the Comptroller can not 
fail to make an impression upon Congress. With the 
chief officer of the national banking system in the 
first line of defense there should be no disposition in 
Congress to attempt to jam through amendments to 

Section 5219 during the hurry and confusion of a 
short session. 
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As Cartoonists View Events of the Day 

Tet JOB-punt 

Perpetual Open Season on the President.—Evans in the At the Bottom of It.—Page in the Louisville Courier- 
Columbus Dispatch. Journal. 

With the Sky as the sen in the N. Y. Evening From One Flyer to See in the N. Y. Evening 
ost. ost. 
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INVESTMENT COUNSELLORS TO BANKS SINCE 1893 

IN BILLIONS OF DOLLARS 

| 

CONTINUOUS 

ASSOCIATION 
with 

INDUSTRY 

NDUSTRY in the United States has grown tremendously 

since 1890. In the amount of capital invested, in the value 

of the total output and in the wages and salaries paid, the 

expansion, as the census figures indicate, has been unequaled 

in industrial history. 

Naturally enough, this development has been accompanied 
by a corresponding growth in the financial machinery of the 

country and in the scale of corporate financing. Established 
in 1893, the experience of A. G. Becker & Co. has coincided 

almost exactly with this period of expansion. The varied 
experience so gained forms the background of an investment 

service that is unusually broad and complete. 

A. G. Becker & Co. 
Sound Securities for Investment 

CHICAGO: 100 South La Salle Street; NEW YORK and 

Other Important Financial Centers 

When writing to advertisers please mention the American Bankers Association Journal 
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No building is more fireproof than 
bis Paeerd ie. SOU 00s 40 cman DAHLSTROM 

In the Corn Exchange Bank at 
143 East 42nd Street, New York 
City, all elevator doors are by 
Dahlstrom. Those in the lobby 
are of cast bronze. 

ARCHITECTS 

Cross & Cross 

NEW YORK CITY 

CONTRACTORS 

CAULOWELL-WINGATE Co. 

NEW YORK CITY 

OORS BY DAHLSTROM 

.an Investment in Up-keep 

..- returning dividends in lower 

maintenance and up-keep costs 

..-greater life...less depreci- 

ation. The name ‘‘DahIstrom”’ 

.. Synonymous with a quarter of a 

century of pioneering in Hollow 

Metal...is an unwritten guarantee 

of the finest in materials, work- 

manship and design...your as- 

surance of a lifetime of service. 

Dahistrom Metallic Door Co. 

Jamestown, New York 

Established 1904 

New York * Chicago * Los Angeles - Detroit - Dallas 

Lich MRR iel Seema ae a nae Se att ki iN alco RAE be 

"= DAHLSTROM == 
When writing to advertisers please mention the American Bankers Association Journal 



Investing Trust Funds 
By KINGSLEY KUNHARDT 

Investment Trust Officer, Guaranty Trust Company of New York 

Tested Methods of Reviewing Fiduciary Securities Outlined. 
Systems Which Serve to Check Each Other. Buying and Selling 

Problems. 

for Investment Policies. 

T is evident that the men who are 
to review trust fund _ securities 
must know what securities each 
account owns. In the smaller in- 

stitutions reference can be made to the 
ledgers, but this soon becomes imprac- 
tical. One large eastern bank keeps its 
original records in a way that permits 
them to be photostated whenever a re- 
view is to be made. 

Our own method is to keep rather full 
records on each account for the sole use 
of the trust investment department. 
These records or investment sheets, in 
addition to showing the securities, the 
par value of bonds and number of shares 
of stock, and the inventory or ledger 
value of each issue, set forth other items 
which are of importance to the invest- 
ment man. They show whether or not 
premiums on bonds purchased above par 
are to be amortized, under what condi- 
tions the trust terminates and who are 
interested in the account. The sheets 
are large enough to provide space for 
jotting down current markets and perti- 
nent notes as, for example, that the 
co-trustee had disapproved sale of a 
particular issue on a certain date at a 
certain price. 

On the reverse side are the investment 
provisions and a history of the account 
insofar as the securities are concerned. 
The investment provisions should not be 
shown as a mere copy of a paragraph 
or two from the will or trust indenture, 
but whenever possible as a brief, clear 
interpretation of these paragraphs pre- 
pared by a competent lawyer or ad- 
ministrative officer. This latter is very 
important. 

Best to Review 

I ONCE took over the investment prob- 
lems of about $30,000,000 of trusts 

which had been handled by a highly 
competent investment man who has 
since made a splendid name for himself. 
Unfortunately, I found that between 5 
and 10 per cent of the securities did not 
comply with the investment provisions 
of the accounts. This condition was 
apparently due to incorrect interpreta- 
tion of legal phraseology, for which he 
could hardly be blamed. Even a 
lawyer’s interpretation of apparently 
simple clauses may change in the light 
of subsequent legislative acts or judicial 
decisions, so that it is best to have the 
provisions which govern the investment 
work reviewed occasionally. 

Eternal Vigilance 
Ts is the second of a 

series of articles by an 
expert in the science of 
trust fund investments. It 
describes methods of. de- 
partmental operation de- 
signed to keep all the 
securities in trusts and 
estates under such constant 
review as will insure 
prompt detection and early 
consideration of any de- 
velopments affecting them. 
Mr. Kunhardt points out 
that the small trust depart- 
ment today is the large 
one tomorrow, hence the 
method of operation should 
accommodate growth. 

TTT Trt 
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As a general rule it requires from six 
to nine months to teach an experienced 
security man the whys and wherefores 
of the data on the investment sheets and 
how to use them, but perhaps some of 
the outstanding reasons for the indi- 
vidual items can be outlined. The 
amount of each security held is needed, 
among other things, to show the diver- 
sification of the investments. Inven- 
tories are necessary in estimating the 
profit or loss in a proposed sale and the 
resulting income tax. Whether pre- 
miums are to be amortized is an im- 
portant item in considering the yield on 
bonds which cost more than par, and, 
of course, if they are not to be amor- 
tized you don’t want to buy short-term 
bonds selling at a high premium. The 
termination conditions are particularly 
important if the trust is to terminate 
on a certain fixed date, for at that time 
a liquid account will be desired. 

History Helps 
AS was pointed out in the preceding 

article of this series, I think it best 
for the investment men to deal directly 
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Committee of Directors As a Court of Last Resort 

Records Are Requisite for All Trusts. 

with co-trustees or other interested 
parties on all matters relating to in- 
vestments. It is, therefore, necessary 
for them to know who are interested in 
each account, and as much about them 
and their views as is possible. The 
necessity of having investment pro- 
visions is self-evident. The history of 
the security changes helps the invest- 
ment man to avoid such things as 
duplicating recommendations within a 
short time after they have been dis- 
approved, or selling securities without 
fully considering any special reason for 
which they may have been purchased. 

The small trust department will not 
need all these records, for the invest- 

ment man who is handling only a few 
accounts will remember most of the de- 
tails and can easily look up any par- 
ticular points of which he is not certain. 
However, the bank that is handling a 
few hundred accounts today may easily 
have several thousand in the rather near 
future. ‘ 

In addition to the records showing the 
securities in each account, there should 
be available a record of each individual 
security, showing in which trusts or 
estates it is held. In all probability the 
administrative department will require 
some such record in order to arrange 
for cutting coupons or.collecting divi- 
dends, checking called bonds and pre- 
senting issues for redemption. It should 
be simple to design these records so as 
to serve the purposes of the investment 
department as well. All that is desired 
on the sheet or card covering each issue 
is a list of the trusts and estates inter- 
ested, the par value or number of shares 
held in each account, inventories, and 
notes or symbols to indicate whether in- 
vestments in the accounts are subject 
to the sole responsibility of the trust 
company or whether someone must be 
consulted. It is also of assistance if a 
space is left for notes. 

A Dependable Check 

ITH these two sets of records it 
is possible to use two distinct meth- 

ods of reviewing the fiduciary securities 
that will serve to check each other. 

The first is to review each account 
and the securities that it holds. These 
reviews should be made frequently, by 
specialists who know investment values 
and are familiar with the individual 
trusts and estates. Such reviews take 
into consideration not only investment 
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FOR THS COMMITTEE 

JOM Do. PEEL COMPANY 

Wwe are holding John 
in the following accounts 
sideration and instructions. 

Total Per Value Held 

anaiin) 

Consult as ai 

- Drayton 

liecessary to Consult Co-trustces, ete. 

.J. Urban ( r. Urban 
at 96) 

-f. Dater 

Act bo: Direction 

1259 H. Lobo 

Committee memorandum to consider a security held in 
several accounts 

matters, but the personal needs and 
wishes of those interested in the ac- 
counts; thus income payments can be 
arranged at convenient periods, tax fea- 
tures considered, and, in fact, the same 
attention given as though an expert 
friend of those interested in the account 
were looking after it. 

As a check upon this form of review, 
a statistician or statistical department 
should continually and periodically re- 
view the issues listed in the security 
record. Annual and interim reports are 
analyzed as soon as possible after issue, 
and any trend for the better or worse 
is promptly noticed. It is surprising 
how dependable a check of this sort may 
become. The speculative security causes 
little worry, at least so far as its being 
overlooked, for everyone is alive to its 
danger, but it is the supposedly high 
grade issue failing to live up to its 
reputation that causes the trustee 
trouble, and the safest way of catching 
that is through continual statistical 
reviews. Even in the recent bull 
market most investment men have had 
anxious moments over companies in 
certain industries whose position was 
impregnable once, and may _ become 
so again. 

Committee of Directors 

LMOST all successful corporate 
trustees use, in one form or other, 

the double method of review, frequently 
stressing one method more than the 
other. Some have a special statistical 
organization, while others use that of 
their bond department, or of the credit 
or banking department. One successful 
bank had, not so long ago, developed the 
statistical review to such a point that 
the review by account had become almost 
negligible; another equally successful 
bank had stressed the account review 
and had employed such excellent men 
to do this work that the statistical re- 

ON TRUST KATTARS 

Doe Steel Company Convertible Ss, due 1936 
hich are placed before tne Committee for its con- 

diseporoved sale of nart 

ports were more or 
less a routine mat- 
ter. Both banks, 
however, have ap- 
parently found dis- 
advantages in their 

methods, for today 
they give about 
equal importance to 
each method. 

Either form of 
review may bring 
to light a situation 
more or less im- 
portant, making a 
change in the hold- 
ings advisable, but 
who is to decide 
what action should 
ke taken, and what 
is frequently more 
important, when? 
It is just here that 
banks experienced 
in this line of work 
differ radically. 
Some that are 
blessed with a di- 
rectorate including 

men versed in securities, form a “commit- 
tee of directors” and submit all their 
problems to this committee; we go one 
step further and periodically submit each 
account in its entirety for review by our 
committee. Other institutions have a 
committee of their officers decide such 
questions, and one has a complicated 
system of committees and sub-commit- 
tees. Which general method is adopted 
will depend upon the material on hand, 
but undoubtedly 
some sort of a com- AV 1880 
mittee should be 
formed as a court 
of last resort and 
as an assurance to 

customers of the 
bank that their se- 
curities will not be 
subject to the in- 
vestment prefer- 
ences of any one 
man. 

TwoQuestions 
I‘ possible, this 

committee should 
meet frequently, at 
least once a week. 
Their most import- 
ant duties will be 
to establish invest- 
ment policies, con- 
sider the affairs of 
companies in which 
the accounts are in- 
terested, and pass 
on definite changes 
suggested in indi- 
vidual accounts. 
All of these prob- 
lems should be sub- - 
mitted in the form 
of specific recom- 
mendations or ques- 100 
tions by the invest- 
ment man or de- 
partment. 
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Just as there are two methods of 
review, two types of recommendations 
or questions will emanate from the in- 
vestment organization. The least com- 
mon, but by far the most important, is 
the one that comes up when the statis- 
tical review brings to light an unsatis- 
factory situation in a company whose 
securities are owned by various trusts 

and estates. If the conditions are such 
as to cause the immediate sale of the 
securities influenced, the problem of the 
investment department is very simple, 
but in the great majority of cases if 
the organization is efficient the first in- 
dications of trouble will be noticed and 
at that point the question is by no means 
a cut and dried one. 

For instance, one of the middle west- 
ern railroads turned in some _ very 
unfavorable reports in the spring of 
1925 which proved in the long run to 
reflect only a temporary condition; a 
southern road turned in similar state- 
ments the following year which marked 
the beginning of a long decline in 
earnings and bond prices. On each 
of those occasions trustees faced the 
double problem of deciding the ad- 
visability of selling or retaining their 
holdings, and of getting their records in 
such shape as to show clearly at any 
future date the reasons for their de- 
cision, if it should ever be questioned. 

It should be remembered that any 
amateur’s hindsight is better than an 
expert’s foresight, and on every occasion 
when the bank does not buy at the bot- 
tom and sell at the very top, someone 

(Continued on page 692) 

FOR THE COMMITTEB ON TRUST MATTERS 

Guaranty Trust Company of New York 
and Raymond J. Lewis, Trustees under 
an agreement dated November 15, 1926 
for the benefit of ‘nlter I. Dater. 

(SALE - PURCHASE - RETEETION 

In the matter of investrent the trustees are not re- 
stricted to legal securities. 

The following securities have recently been added to the 
It is suggested that they be sold in order to increase lir. Uater's incone, 

provided we obtain the approval of Raymond J. 
is not subject to high surtaxes.) 

Lewis, our co-trustee. (ir. Dater 

Approx. Approx. Annual 
Inventory linrket Value Income 
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100 

The following securities comprising the balanee of this 
It is suggested that no further changes be made 
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Even more comprehensive underwriting 

and distributing service... 

.. when the new 

CONTINENTAL ILLINOIS 

COMPANY 75 opened in 

the near future 

HE Bond Department of this bank and the 

Continental National Company will soon 

unite to form the ConTINENTAL ILLINOIS 

Company. Our present customers and those who come to 

us in the meantime will benefit definitely by the size and 

scope of this new $20,000,000 investment company. 

It will be affiliated with the forthcoming billion dollar 

CoNnTINENTAL ILLINOIS BANK AND TRustT Company. 

ILLINOIS MERCHANTS 

TRUST COMPANY 
Resources Over 45 O <Million Dollars 

CHICAGO 
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“Y and E” STEEL DESKS for BANKS 

This photograph shows how 
officers of the Central Trust 
and Savings Bank, Rock 
Island, Ill., use “Y and E” 
Steel desks to good advan- 
tage. 

*“Y and E” offers a complete line of steel desks for 
banks. They are made in a wide variety of sizes and 
styles and have all the characteristics to meet the needs 

and demands of modern banking. Electric spot weld- 
ae en ae ae ee ing eliminates the use of bolts and rivets and makes 
Also secretary’s desk with 
typewriter shelf which dis- them absolutely rigid under all conditions. 
appears into a pedestal. 

“Y and E” steel desks are offered in olive green, 
mahogany or walnut finishes. Special finishes can be 
supplied to order. Narrow bronze edging holds the 
moisture-proof linoleum tops in place. Leg cups are 
bronze. 

“yY and E” single pedestal a . ‘ | ha 
steel desk. Ideal for small Be sure to write for the interesting catalog giving 
spaces. - « ri 

further details on these attractive and efficient desks. 

Use the coupon below. 

WAWMAN-ADFRBE MFG.@. 
185 Jay Street Rochester, N. Y. 

“Y and E” steel office table 
—top 60” x 34”, 

YAWMAN AND ERBE MFG. CO. 
185 Jay St., Rochester, N. Y. 

Please send us complete information and catalog on “Y and E.” 
steel desks. 

Address 

Cay ss. 
Bn ssibeseae en ese naea ee 
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Setting Up a Prosperity Reserve 
By GEORGE E. ANDERSON 

President-Elect Herbert Hoover’s Recent Proposal Analyzed. 
Regarded as Practical But Thought Possible Only as Gradual 

Development. Federal, State and Municipal Governments Must 
Work Together. Financial Aspects of Program Concern Banks. 

HEN the sum of $3,000,000,- 
000 is suggested by re- 
sponsible governmental au- 
thorities as a_ practicable 

reserve fund for so stabilizing certain 
phases of industry in the United States 
that unemployment and recurrence of 
depression in business may be prevent- 
ed, the entire banking and _ financial 
world is bound to take notice. The pro- 
posal of President-elect Hoover was 
brought to the attention of the Confer- 
ence of Governors of the various states 
in session at Albuquerque, New Mexico, 
by a letter to Governor Brewster of 
Maine. 

The idea that various governmental 

agencies of the country, together with 

private industry so far as_ possible, 
should combine in an effort to so dis- 

tribute public construction and other 
public works in all parts of the country 

as to provide for a reserve upon which 
labor and industry may draw in times 
of approaching or threatened 

depression really is not new. 

The possibility of such a UY 

plan has been under discussion by econo- 
mists for several years. 

The proposition received its first im- 
portant public support in the Conference 
on Unemployment called by President 
Harding in 1921 under the chairman- 
ship of Herbert Hoover, then in his first 
flush of increasing success as the chief 
economist of the American people. That 
conference gave considerable attention 
mendation as to the means of avoiding 

business depression and consequent un- 
employment was in support of the 
practicability of such control of certain 
features of boom times as to prevent 
the more acute troubles in depression 
and unemployment. 

Close to His Heart 
é6¢F all branches of our public works 

and the construction work of our 
public utilities—the railways, the tele- 

The Prosperity Re- 
serve is an Old 
Idea; Joseph Ap- 
plied it to Food in 

Egypt 

phones, etc.”—says the con- 
ference report, “could sys- 
tematically put aside finan- 
cial reserves to be provided 
in times of prosperity for 
the deliberate purpose of 
improvement and expansion 
in times of depression, we 

could not only greatly decrease the 
depth of depressions but we would at 
the same time diminish the height of 
booms. We would in fact abolish acute 
unemployment and wasteful extrava- 
gance. For a rough calculation indi- 
cates that if we maintain a reserve of 
but 10 per cent of our average annual 
construction for this purpose we could 
almost iron out the fluctuations in em- 
ployment. Nor is this plan financially 
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impracticable. Under it our plant and 
equipment would be built in times of 
lower costs than is now the case when 
the contractor competes with consum- 
able goods in overbidding for both mate- 
rial and labor.” 

Since the time this report and recom- 
mendation were made the possibility of 
thus establishing a “prosperity reserve” 
has been the subject of various attempts 
at legislation and there are now pend- 

Seok 
sentient eg aati 

ing in Congress various bills proposing 
to inaugurate certain features of the 
general scheme. The new phase of the 
subject lies in the fact that the whole 
matter has been brought to the front 
by the president-elect of the United 
States who happens to be a man ac- 
customed to accomplish what he sets out 
to do in matters economic. The proposal 
lies close to his heart. He has referred 
to the matter time and time again dur- 
ing his administration as Secretary of 
Commerce of the United States and he 
referred to the general subject several 
times during his campaign for the 
presidency. The entire proposition, 
therefore, becomes one of practical and 
rather insistent importance. 

A Cycle Arrangement 
——— RESERVE” is what 

this plan is referred to in the De- 
partment of Commerce in Washington. 
The theory of it all is ‘that our 
national expenditures on which all busi- 
ness depends are divided into expendi- 
tures for products consumed in our 
ordinary living and expenditures for 
permanent purposes,—for the roads we 
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use, the buildings we occupy, the canals 
we dig, the dams we build, for our 
means of transportation,—in short, for 
the national industrial, commercial and 
social “plant.” 

For this reason the scheme for a 
prosperity reserve has mostly to do in 
a concrete way with building and con- 
struction and public works. We cannot 
well eat more or wear more clothes in 
times of depression and thus bring up 
consumption to keep the nation’s work- 
ers busy nor are we likely to eat less 
and wear poorer clothes in times of 
national prosperity to keep the average 
where it ought to be. Rather things 
work the other, the wrong way, and 
accentuate our difficulties. Applying 
the principle of control to permanent 
works, however, is a different, a more 
practicable matter. 

The whole proposition, in brief, is that 

the municipalities, counties, states and 
the Federal government shall so plan 
their public construction programs as to 
provide for two years in advance of 
actual construction needs and that the 
program as thus arranged shall be 
speeded up or retarded in conjunction 
with similar work of all other govern- 
ment and public agencies in accordance 
with the advice or decision of a central 
authority for the purpose of stabilizing 
the demand for labor and the markets 
for materials and other factors in con- 
struction and similar employment and 
in the industries which depend upon 
them. The idea is offered as no finished 
scheme but merely as one which may 
gradually be worked into a feasible plan 
for further stabilizing the business life 
of the country. It contemplates nothing 
additional of public or other funds but 
merely a seasonal or cycle arrangement 
for the expenditures for public works 
which would be made in any event. 

Purely Voluntary 

N other words, instead of pushing pub- 
lic works at a time when the business 

of the country is booming and in which 
construction is naturally in high volume 
and thus competing with construction 
of immediate necessity and other activi- 
ties at a time when it is of disadvantage 
both to the governments, private inter- 
ests and labor to do so, the plan is to 
save as much of such construction as 
possible for times when business is more 
or less depressed or likely to be de- 
pressed and thus not only avoid expen- 
sive competition when it is not needed 
but furnish labor with employment and 
industry with orders at a time when 
otherwise they might be lacking. 

Since there is no governmental or cen- 
tral authority for affecting this distri- 
bution and control of such expenditures 
it is suggested that the control may be 
obtained by the cooperation of the mu- 
nicipal, county, state and Federal gov- 
ernments of the country and other pub- 
lic agencies in charge of such expendi- 
tures. Naturally, all this is purely a 
voluntary arrangement; the difficulties 
in the way of adjusting such widespread 
and often conflicting interests are im- 
mense, and the entire matter-is greatly 

complicated by the fact that there are 
no reliable, complete or measurably sub- 
stantial data on which to base such con- 
trol at present. But the idea is there 
and the people of the United States 
have already accomplished so much in 
the general direction of this scheme that 
the practicability of further progress 
along the same lines can scarcely be 
doubted. 

Vast Expenditure 

ONSTRUCTION work in the United 
States in 1927 exceeded $6,000,000,- 

000 in value and it is already known 
that in 1928 that total has been vastly 
increased. Of this sum the expenditures 
for public works, public buildings and 
other public construction enterprises 
more or less directly under the control 
of governmental authority approach 
$2,000,000,000. The Bureau of Public 
Roads in Washington estimates that the 
total expenditures for rural road pur- 
poses, including new construction and 
maintenance, amount to more than 

$1,000,000,000 annually. The Census 
Bureau reports that 250 cities each with 
over 30,000 population expended more 
than $323,000,000 on outlays for streets, 
roads, alleys, bridges and other highway 
structures within the fiscal year of 1926. 

One of the leading construction engi- 
neering corporations of the country 
which has given special attention to 
such statistics reports that expenditures 
for new construction of educational 
buildings in 1927 exceeded $368,000,000. 
The expenditures for other public build- 
ings amounted to over $66,000,000. Irri- 
gation, drainage, and reclamation works 
represented an expenditure of over $50,- 
000,000. Other public works, such as 
bridges and the like, accounted for per- 
haps another $100,000,000. Expendi- 
tures for public utilities—extensions and 
betterments of railways, street car sys- 
tems and similar concerns which to some 
extent may be brought within the same 
classification—amount to hundreds of 
millions of dollars in addition. 

All these figures are mostly mere esti- 
mates but they give a fair picture of 
the expenditures of the country upon 
its industrial, commercial and_ social 
“plant.” Much of the expenditures are 
for necessary replacements and repairs. 
Much of them are necessary by reason 
of the steady growth and expansion of 
the country. Just what proportion of 
these vast expenditures could be pha- 
lanxed for the »vurpose of stabilizing 
the nation’s prosperity is problematical. 
Naturally some of these expenditures are 
for works of immediate necessity and 
their construction could not be retarded 
to fit in with any scheme of control with- 
out prejudice to the public interest. 
Some of them are required for use 
within a year or two and a few months 
delay might be of no material disadvan- 
tage. Some of them are of ultimate 
necessity or advantage but the need of 
them is not pressing. Works of imme- 
diate necessity cannot be fitted into a 
reserve scheme. Those of ultimate but 
not pressing necessity can best be fitted 
into such a plan. The great mass of 
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construction undoubtedly comes within 

the middle class—works which are more 
or less of considerable necessity but 
which can be advanced or postponed to 
a greater or less extent according to the 
requirements of the situation. 

Surveys Essential 

HILE it is a question just how 

much of these public enterprises 
can be advanced or retarded according 
to economic advantage the actual vol- 
ume of such work involved in a reserve 
scheme need not be great. The report 
of President Harding’s Conference on 

Unemployment indicates that if so much 
as 10 per cent of the nation’s average 
annual expenditures upon permanent 
construction can be held in reserve from 
year to year to be thrown into the labor 
and material market at the approach of 
a period of depression it would serve 
not only to raise the volume of business 
to the level of safety and prosperity but 
would also serve to prevent the expen- 
sive and over-expansive booms which are 
of almost as much disadvantage to the 
country as the period of depression. 

Herein lies the first requirement for 
the successful inauguration of any re- 
serve scheme—the absolute necessity of 
a comprehensive survey of the country 
for the data necessary to afford an intel- 
ligent basis for any national scheme of 
control. The best authorities agree that 
it is probable that something like 
$1,500,000,000 worth of construction 
work annually could be made subject to 
a reserve scheme which would provide 
the $3,000,000,000 reserve on a_ two 
years’ basis as contemplated. 

Hence, if the Federal government and 
each state, county and municipal govern- 
ment in the country would make a sur- 
vey of its construction needs two years 
in advanee and make the necessary ap- 
propriations therefor subject to the ad- 
vice or direction of the proper authori- 
ties and if these authorities would gov- 
ern their action in the inauguration of 
such works by the national construction 
situation as indicated in a sort of bu- 
reau clearing house the expenditures of 
the country as a whole for public works 
could be so regulated as to provide the 
maximum stability for labor, capital and 
general industry concerned in such en- 
terprises and exert a profound influence 
upon our entire national life. 

Can Prevent Depression 
_— are two phases to the whole 

matter which merit special attention, 
the first being the financial factor and 
the second the general stabilizing effect 
of the control of the public works pro- 
gram. All such works involve financing 
which affects practically every village, 
town and city in the country—practi- 
cally every banking institution in the 
United States. 

Although there has been an increasing 
disposition on the part of many local 
governments to finance public works 
more and more out of current revenue 
the vast mass of such public works are 
paid for in the first place by bond issues. 

(Continued on page 699) 
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The value of a NewYork 

A New York bank ce 

strong in foreign markets 

ANKS selecting New York correspondents 

are influenced more and more by the facil- 

ities offered for foreign banking transactions. 

The problem of keeping distribution in pace 

with mass production is directing manufacturers 

all over the country toward foreign markets, and 

local banks are confronted more and more with 

problems involving international business trans- 

actions. 

Read the column at the right, then send for 
our booklet, “Equitable Service.” 

THE EQUITABLE 
TRUST COMPANY 

OF NEW YORK 
11 BROAD STREET 

Madison Avenue at 45th Street Madison Avenue at 28th Street 

Madison Avenue at 79th Street 40 Worth Street 

DISTRICT REPRESENTATIVES: 

PHILADELPHIA + BALTIMORE + ATLANTA SAN FRANCISCO °* 

FOREIGN OFFICES: LONDON * PARIS * MEXICO CITY 

Total resources more than $500,000,000 

CHICAGO 

© E.T.C. of N.Y., 7929 

banking connection 
with The Equitable 

50% of the country’s imports 

are cleared through the port of 

New York. 

The Equitable offers excep- 

tional facilities for financing 

foreign purchases through import 

letters of credit and can be of as- 

sistance by paying duties on im- 

ports and arranging for clearance 

of goods. 

New York is the primary 

market for the purchase of for- 

eign currencies. It is common 

practice that payment of drafts 

drawn under import letters of 

credit shall be made in New 

York funds. 

The Equitable is one of the 

leading American banks in the 

purchase and sale of foreign ex- 

change. 

Foreign offices of New York 

banks play an important part 

in American world trade. 

The Equitable has offices in 

London, Paris, Mexico City and, 

through a subsidiary company, 

in Shanghai and Hongkong. 

Through these offices and thou- 

sands of correspondents, The 

Equitable promptly furnishes 

current foreign trade and credit 

information, and can easily ar- 

range funds to meet emergency 

demands of customers buying 

abroad. Banks and bankers of all 

countries are familiar with 

Equitable commercial and trav- 

elers’ letters of credit. 

New York is the security 

market of the country and one 

of the principal security mar- 
kets of the world. 

The Equitable’s main office, 

directly opposite the New York 

Stock Exchange, is in constant 

contact with all important se- 

curity markets. Customers re- 

ceive prompt quotations and 

efficient execution of orders. 

When writing to advertisers please mention the American Bankers Association Journal 
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“FOR REAL PROTECTION SPECIFY GILBERT SAFETY BOND FOR BANK CHECKS” 
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Gilbert safety Bond acts as a real bar- 

rier to the professional check manip- 

ulator. It is a plain “no-pattern” sheet 

having the appearance of ordinary 

bond paper. Its hidden protective 

Bpeeeonnpnetioce features are not obvious to the crook 
sheet in white and until he tries alteration which re- 

a eee sults in tell-tale blots and discolora- has not been sacrificed 

by zig-zag lines and tion Ss. 

waves. 

GILBERT SAFETY BOND 
“THE SAFEST OF SAFETY PAPERS" 

Writs for sample book show- MANUFACTURED BY 

to —— GILBERT PAPER COMPANY 
lithographed and 
printed checks on Menasha Wisconsin 

this new safety hd 

paper. Ww w 

“ASK YOUR LITHOGRAPHER OR PRINTER FOR SAMPLES AND PRICES” 

When writing to advertisers please mention the American Bankers Association Journal 
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The Varying Charges for 

By D. RICHARD YOUNG 

Bank Credit 

Abnormal “Call Money” Rates Do Not Apply to Industry and 
Trade. Why Bank Charges Range from 41% to 12 Per Cent. 
.Credit Standing and Value of Account Are Important Considera- 
tions. Interest on Deposits Often Is Omitted When Borrowing. 

T a time when interest rates are 
the highest in a decade the sub- 
ject of money markets takes 
first importance in discussions 

among bankers. One phase of this sub- 
ject does not appear to be clearly under- 
stood on the part of the general public, 

namely that abnormal “call money” 
rates do not mean that banks charge 
all borrowers at this figure. As a mat- 
ter of fact bankers grant preferential 
rates of several per cent 
in favor of their clients 
engaged in industry and 
trade, as well as to cor- 
respondent bank borrow- 

ers. Discounts for corporations. . 
Although all bankers 

are students of the money 
market in a general way. 
it might be of interest to 
direct a brief but concen- 
trated consideration to- 
ward this particular point, 
by examining the ditfer- 
ent classes of loans and 
ascertaining the reasons 
for the divergence in in- 
terest charges. 

Call loan rates are 
the most popular barom- 
eter to our money market, 
and the least reliable. 
By their very nature, the 
funds loaned out by banks 
on a day-to-day basis rep- 
resent only their surplus. Only a 
minor portion of a bank’s funds are 
loaned on call as a rule, the major por- 
tion of its assets being loaned to regular 
customers—to the same group that has 
supplied the deposits. Naturally the 
volume of deposits and loans fluctuates 
considerably over a period of time and, 
since most banks nowadays like to keep 
all their funds working, the call loan 
market furnishes a. convenient means of 
hiring out the temporary surplus above 
reserve requirements, which would other- 
wise be idle. For a seven-day period, for 
example, a bank hardly wishes to go to 
the trouble of purchasing bonds, only to 
sell them again shortly and assume com- 
mission charges and risk of fluctuations 
that might offset the few days interest 
accrued. 

Thus the supply of day-to-day funds 
loaned on call will come from one 
bank, then another, constantly turning 

Bankers’ 

over and seldom staying out for long 
periods. In exceptional cases banks may 
allow a limited portion of their funds 
to remain in the call market indefinitely. 
If a borrower pays up, the money is re- 
loaned to the best bidder. There are 
call loans in New York banks that have 
been running for twenty years, never 
having been paid off and never called. 
Interest on call loans is calculated for 
the first day at the rate at which the 

The Divergence of Typical Commercial Bank Rates in New York 

Going High 
5% 6 

Loans to individuals 6 

Loans to banks 6 

Call loans to brokers 15 

Time loans to brokers 8 

Commercial paper, 4 to 6 
months 5% 

Personal loans, $50 to $1,000 

Real estate mortgage or un- 
secured 

Federal Reserve rediscounts 

Federal Reserve funds 5% 

loan was made, but thereafter is ruled 
by the renewal rate established daily 
by the money committee of the New 
York Stock Exchange. At the end of 
each month and when the loan is paid, 
this interest is figured on the varying 
rate of each day and settled. 

Little Responsibility Toward 
Call Money Market 
= feel no particular respon- 

sibility to take care of the stock ex- 
change requirements at reasonable rates, 
for their first obligation is toward their 
own customers. If they desire to recall 
funds loaned in Wall Street they do 
not hesitate to do so, and a loan called 
before noon must be repaid in the after- 
noon of the same day. If brokers’ re- 
quirements are not supplied and they 
are willing to bid higher rates for 
money it will always be forthcoming at 
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Preferential 

a rate. The system works perfectly and 
is unexcelled as a practical illustration 
of the fundamental law of supply and 
demand. 

These features of the call money mar- 
ket explain why present rates have been 
allowed to go so high, and why the gen- 
eral public is often led to believe that 
bank charges for accommodation of all 
classes is based on or at least corre- 
sponds with this abnormal rate for call 

money. In a big metro- 
politan bank the manage- 
ment has prepared each 
morning a tabulation of 
its position for the day, 

5% showing the deposits of 
different classes at the 

57% opening of business, re- 
5% serve that is required to 

be carried thereon, actual 
reserve on hand, debit or 
credit balance at the 
clearing house and loans 
that will mature; also 
the call loan renewal rate 
established for the day. 
In addition there may be 
partial information as to 
probable renewals and 
new loans, prepayment of 
loans before maturity, 
large deposits to be re- 
ceived or withdrawn, 
large transfers, etc. 

With this information 
in hand the management, if a surplus is 
indicated, may notify the stock exchange 
member who acts as the bank’s money 
broker to lend so many millions at a 
certain rate or at the market. The 
loan is made to the brokerage borrowers 
on the floor of the exchange, after which 
it is a matter of detail for the broker- 
age firms to send the collateral to the 
loan department of the bank. 

Commercial Loan Rate 
Most Significant 

— to business corporations make 
up the major portion of the large 

city bank’s portfolio—loans to companies 
in every industry, such as steel, auto- 
mobiles, textiles, foodstuffs, machinery, 
building materials, also wholesale and 
retail merchandising. 

With only rare exceptions, these bor- 
rowers all have deposit accounts. Credit 
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is extended on a straight note, unse- 
cured by any pledge of collateral, so 
that the credit standing of the concern 
is the first consideration and the rate 
of minor importance. 

Provided the company’s financial con- 
dition is sound, with a late financial 
statement in file and recent checkings 
available showing its relation with other 
banks and with the trade, the next con- 
sideration is the size and desirability of 
the account that is being maintained. 
A $2500 average balance would not en- 
title a customer to a $100,000 line of 
credit. Yet there are no hard and fast 
rules. A customer carrying a $60,000 
balance might ask for a rate on $1,000,- 
000 paper and be offered a preferential 
rate, if in this particular instance the 
bank wanted to cultivate the customer 
or was anxious to put out the money. 

At the present time perhaps 5% per 
cent might be considered the average 
going rate, which of course presupposes 
that the applicant is an undoubted credit 
risk and that his account is desirable. 

If the risk, or the balance, is not 
quite so good, if the loan is a renewal 
loan and the customer has been in the 
bank’s debt rather steadily the rate 
would probably be 6 per cent. 

And for some exceptionally good con- 
cern the bank may fix a preferential 
rate of 5% per cent, or perhaps have 
the customer fix it, and like it! 

In New York State the maximum in- 
terest that can be charged is 6 per cent, 
anything above which is usury. Dis- 
count may legally be deducted in ad- 
vance which brings the total interest 
charge slightly higher. 

Bankers in the West sometimes in- 
quire as to why, if the New York max- 
imum is 6 per cent, the New York City 
banks can charge 10 per cent or more 
on call loans. This class of borrowing 
is excepted from the usury law, pro- 
vided it is secured by collateral, on a 
demand basis and is over $5,000. Any 
rate of interest agreed upon by bor- 
rower and lender can legally be charged 
and collected. 

Individual Loans Cost 
Slightly More 

SIDE from the large, well estab- 
lished industrial and merchandising 

corporations, there is an active demand 
for loans on the part of small corpora- 
tions which are just getting established 
and look to banks to help supply the 
working capital for their growth. In 
the same class are individual borrowers, 
who may be individual proprietors of 
businesses, or officers of corporations 
who wish to borrow fairly substantial 
amounts putting up collateral as _ se- 
curity. 

The small business enterprise finds its 
needs best taken care of by the commer- 
cial bank. Its large and old-established 
competitors are able to raise capital 
through public financing in the invest- 
ment market, but the average investor 
would not be attracted by the stock or 
bonds of any concern capitalized at 
under $1,000,000. Less capital than this 
even makes a name unattractive in the 

commercial paper market, but the con- 
cern’s one or two own bankers may be 
willing to study into the situation care- 
fully, as the casual paper buyer is not 
inclined to, and find a satisfactory basis 
of credit even though the company is 
not able to present to the world an un- 
questioned statement and past record. 

Rates on such loans to smaller cor- 
porations, partnerships and individuals 
might average 5% per cent, or just as 
likely 6 per cent, with a preferential 
rate of 5% at the minimum which would 
be seldom granted. 

Proportionate balance requirements 
would invariably be insisted upon, also 
an annual going out of debt for one to 
three months each year. 

Interest credited on deposit balances 
is sometimes waived when the concern 
is borrowing from the bank, depending 
on the arrangements made when the 
account was first opened or when credit 
is applied for. When a company re- 
ceives, for example, 2% per cent when 
not borrowing, the elimination of this 
interest would add a fraction of one per 
cent to the cost of loans. 

Most individual loans, even when se- 
cured by stocks and bonds, are handled 
as discounts, and the interest is deducted 
in advance instead of being paid at 
maturity. If a bank allows an individ- 
ual to borrow on a demand loan basis, 
this represents preferential treatment 
indeed. 

Banks Borrow to Re-Lend 
at a Profit 

—— that is puzzling bankers 
today is what rate should be charged 

the interior bank which borrows on its 
own bills receivable or securities, for 
the purpose of re-loaning the funds on 
call at the prevailing high rates. 

By no means are all loans to banks of 
this sort, for interior banks from time 
to time have greater demands for loans 
than they can meet with their own re- 
sources. A certain section of the coun- 
try may have a period of unusual busi- 
ness activity, or there may be a crop 
failure or a labor strike to pull down 
deposits, or some large industrial organ- 
ization may make special demands. In 
the last case, of course, a country bank 
that under banking regulations could 
lend only a certain amount to a single 
borrower, based on its capital and sur- 
plus, could not rediscount this paper 
with its city correspondent bearing its 
endorsement, and then lend further 
amounts, as is sometimes attempted 
through oversight. 

Outside of New York, money rates are 
generally somewhat higher and state 
laws regarding usury may be 8, 10 or 
12 per cent. This means that loans to 
interior banks are not only an accom- 
modation, but enable them to make an 
actual profit on some other bank’s cap- 
ital. Moreover, the class of security 
offered is not always of the best, for any 
first-class, eligible paper could be redis- 
counted at the local Federal Reserve 
bank at a rate well under the market. 
The heterogeneous list of notes submit- 
ted as collateral often include concerns 

not even rated by bun and Bradstreet, 
personal notes, real estate paper, etc., 
on which a margin of 100 per cent is 
often asked, and is none too high. 

Nevertheless, bank correspondents 
usually keep fairly liberal balances on 
deposit and their relation with the city 
bank may be of many years standing 
and be based on mutual service in ex- 
changing credit information, etc. Usu- 
ally a strong feeling of personal friend- 
ship, of fraternity, exists between bank 
officials in the different sections of the 
country who deal with each other. 

As a result, the interior bank is usu- 
ally charged no more than the good com- 
mercial risk, which would perhaps be 
5% per cent. If the bank borrower 
were just fairly good, or the collateral 
submitted were sub-standard, the rate 
would be 6 per cent. On the other hand, 
to a large and prosperous bank which 
kept balances nearly equa: to its bor- 
rowings, a preferential rate of 5% per 
cent might be extended. 

Commercial Paper at 514% 
Still Attractive 

T may seem strange that in the pres- 
ent abnormal market that bids 12 to 

15 per cent for call money, commercial 
paper brokers can still sell notes of busi- 
ness concerns on a 5% per cent basis. 
Particularly prime names may go even 
at 5%, while less known names are 
offered at 5% per cent. 

It is a fact that any good house that 
meets the requirements of the commer- 
cial paper market can borrow all the 
money it needs at less than one-half the 
cost to brokers and investment houses. 
Less than one-half! This should be a 
conclusive answer to uninformed critics 
who think that bankers receive fancy 
returns on their entire assets, and that 
legitimate business is thus being taken 
advantage of. 

Commercial paper is a splendid bank 
investment. It is true that many banks 
have not purchased a piece of paper for 
their own account in a decade, but this 
is not because they would not be glad 
to have it in their portfolio but rather 
because they can lend all their available 
funds to their own customers—they can 
lend to the small business already re- 
ferred to, which they are willing to 
study into but which the unfamiliar 
lender is not interested in, preferring 
well known names at a fractionally 

lower rate. 
Our economic development in the 

United States created the commercial 
paper market. It meets the conditions 
created by our open account—cash dis- 
count method of merchandising, by our 
system of thousands of independent 
banks, by a country so vast and diversi- 
fied in its products, so uneven in its 
distribution and growth of wealth. 

Banks which use surplus funds for 
the purchase of commercial paper can 
obtain a diversification among lines of 
business, also as to geographical loca- 
tion, quite impossible if their loans were 
restricted to local borrowers. At ma- 
turity they know that the paper will 

(Continued on page 704) 
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The life that checks lead demanded 

THIS ENTIRELY NEW KIND OF CHECK PAPER 

January, 1929 

The first 

ever devised expressly for check purposes 

RDINARY paper cannot serve for bank-notes, for business need The Todd Company has developed a 

they must resist vigorous use, countless creasings new kind of paper—one highly specialized to meet the 

and crumplings, years of handling. The Government particular demands made upon checks. 

had to develop a special kind of paper expressly tor The continued expansion in the use of checks, sub- 
manufacturing money. jecting them to wider circulation and multiplied han- 

No more should ordinary papers be used for checks, dling, has emphasized the need for a stronger, more 

which are also crushed, folded and crumpled as they durable, more lasting check paper. The average check 

pass through many hands, For this very important nowadays travels through seventeen pairs of hands. 

Today the requirements of an ideal check paper have become: 

Foldability. The new Super- Good writing surface. Ink 
Safety Paper has ea#xtraordinary “‘*takes”’ eadily on the smooth, easy- 
ability to resist sharp folding with- 
out weakening. Hndurance of this 
sort is five times, or more, greater 
than that of the usual check paper. 
Here is a check paper that will 
remain crisp and fresh through the 

hardest service. 

writing »rface of these handsome 
checks, but does not spread later- 
ally. Practi lly no blotting ts re- 
quired. Writing is exceptionally 
clear. Because of less sizing and 
long fiber, erasure is very difficult 

and is self-exposing. 

Long life—the lack of any ten Strength — resistance to wear, 
ja to ae brittle with age. tearing, fraying or mutilation, with- 
The new Super-Safety Paper has out increased weight. 
at least seven times the life of 
ordinary check paper. Its tough, The microphotograph shows the very 
strong character is immune to any long fiber and little sizing that give 
change for years and years. Checks it intrinsic resistance against de- 
written on this paper become per- struction, without brittleness or 

manent, usable records. bulk. 

blank. Every Super-Safety Check is 
registered as the Government registers 
bank-note paper. 

F very bank will be interested in this 
new Super-Safety Paper — the first 
genuine check paper. The moderate cost 
is an agreeable surprise. All standard 
check forms are available in a choice of 

and four years have already been de- six colors. Let us send you samples and a 
voted to research and laboratory work price list. Return the coupon to the near- 
developing this exclusive new paper. The complete est office. Bankers’ Supply Division, The Todd Company, 
process of manufacture is known ouly to one man. Rochester, Chicago, New York, St. Paul, Denver, Dallas. 

There is more distinction than ever for the bank that 
issues to its depositors these new, exclusive, moderately 
priced Super-Safety Checks. Their handsome colors; their 
attractive crispness; their delightful, velvety writing sur- 
face—these are in themselves qualities that impress pro- 
spective depositors in your bank. And there is, too, the 
important service of protection Super-Safety Checks ren- 

Low cost—This fine new paper costs 
no more than the moderately priced 
Super-Safety Paper it supersedes. 

The Todd Company has exclusive 
control of the new Super-Safety Check 
Paper. This, the first real check paper, 
cannot be duplicated by anyone else in 

the world. Nearly two million dollars 

Bankers’ Supply Division, THE TODD COMPANY, 1176 University 
Ave., Rochester, N. Y.; State and 60th Sts., Chicago, Ill.; 33 Thirty- 
fourth St., Brooklyn, N. Y.; 1200 Lawrence St., Denver, Col.; 2021 
Jackson St., Dallas, Texas. (Address nearest office. ) : 

Send me more information about Super-Safety Checks made of 
the new Super-Safety Paper. 

Name of Bank Name of Officer 

‘ 7 | Street Town 
der by: exposing an attempt at erasure. Never sold in a = meet 

When writing to advertisers please mention the American Bankers Association Journal 
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WIDENING 
the BANKING HORIZON 
forall MILWAUKEE 

CAPITAL HE CONSOLIDATION on December 15, 1928 of 

$9,000,000 the First Wisconsin National Bank and the Second 

Ward Savings Bank combines Wisconsin’s two largest 

SURPLUS banks to form a financial institution serving the 

$5,000,000 financial ane - - nen and all Wisconsin. 

The consolidated institution operates under the name 

DEPOSITS and charter of the First Wisconsin. In Milwaukee, 

$146 172 964. 56 two hundred thousand people are served at 17 

? ’ ° conveniently located offices throughout the down- 

RESOURCES town and outlying districts of the city. In the state, 

785 of the 970 banks in Wisconsin are correspond- 

$177,261,961.15 ents of this bank. Wisconsin business leaders in 

every field compose its directorate. Combining as it 

does the essential qualities that for seventy-five years 

have made these two institutions the leading banks 

in the state, the consolidation truly broadens the 

banking horizon for all Milwaukee and all Wisconsin. 

FIRST WISCONSIN NATIONAL BANK 
MILWAUKEE 

When writing to advertisers please mention the American Bankers Association Journal 



A New Kind of Gold Reserve 
By E. A. GOLDENWEISER 

Director of Research, Federal Reserve Board 

Trend Toward Gold Reserve Standard As Currency Basis Seen. 

Gold Rapidly Ceasing to Circulate. Now Used Principally by 

Central Banks. Confidence of Public More Precious Than Gold 

Offsetting Declining Production. Behind Monetary Systems. 

HE year 1928 has seen the prac- 
tical completion of the reestab- 
lishment of the gold standard. 
The financial convulsions 

through which the world went after the 
war are too familiar to need rehearsing 
and it is doubtful whether there is a 
competent authority at this time willing 
to undo the developments of the last few 
years and return to a paper basis. How- 
ever much many economists, bankers, 
and statesmen may advocate a revision 
of the basis of currency, there are few 
who would not prefer gold to paper as a 
rock upon which to build the world’s fi- 
nancial structure. 

The world has returned to a gold 
standard, and that is true of all the im- 
portant countries, with the exception of 
Spain and Japan, and it is probable that 
both of these countries as well as a 
number of minor countries will come 
into the fold in the course of a few 
years. But the phrase “gold standard” 
includes a great variety of different 
standards which have only this in com- 
mon—that they establish a stable rela- 
tionship, fluctuating only within the 
gold points, between a country’s cur- 
rency and gold. A full gold standard 
exists in the United States, where there 
is no restriction on gold imports or ex- 
ports, on the redemption of currency in 
gold coin or gold bullion, or the coinage 
by the mint of all gold offered for coin- 
age, and on the availability of gold for 
circulation purposes by those who may 
wish it. It is doubtful if there is any 
other country where gold is as free from 
control as it is in the United States, and 
yet there is practically no gold in cir- 
culation in this country. Not by law 
and not by persuasion, but by the devel- 
opment of custom and owing to the in- 
herently greater convenience of paper 
money, gold has been driven out of cir- 
culation. This is not a case of opera- 
tion of the Gresham law by which poorer 
money always supplants better money, 
but the combined result of absolute con- 
fidence on the part of the people of the 
United States in our paper money, that 
is ultimately in the Government, and the 
greater efficiency of this kind of money 
as compared with clumsy coins. In the 
United States we have the unlimited 
old-fashioned gold standard minus gold 
circulation. 
A number of other countries, prin- 

cipally England and France, have a 
gold bullion standard under which their 
central banks are obliged to redeem 

Meeting a Menace 
‘Re menace to price 

levels seen by some 
economists in the steadily 
declining world output of 
gold is met by Dr. Golden- 
weiser with the argument 
that every year less actual 
gold is needed to uphold the 
credit structure and as 
time goes on smaller ratios 
of reserves will take care 
of the growing credit needs 
of trade and industry. AIl- 
though connected with the 
Federal Reserve Board, he 
is expressing his personal 
views. 
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notes only in amounts approximating 
$8,000, and in bullion rather than in 
coin. This means in practice that gold 
is available for international payments, 
but not for domestic circulation. There 
are other restrictions in these countries 
upon the freedom of gold movements. 
The mint in England is under obligation 
to mint gold only for the Bank of En- 
gland, which means that gold bought in 
the open market cannot be converted 
into sovereigns, unless the Bank of En- 
gland chooses to have it converted, and 
that means that gold is of no use to a 
Britisher unless he wants it for export, 
for industrial purposes, or to satisfy a 
personal hobby. 

Still other countries have a gold ex- 
change standard, and this includes many 
minor countries as well as Germany as 
a matter of law. Under the gold ex- 
change standard, the central bank is 
obliged to redeem its notes either in 
gold or in exchange on a country which 
has the gold standard. In practice, it is 
required to give the holder of notes at 
its own choice either gold on the spot 
or gold in one of the financial centers, 
chiefly London or New York. This ar- 
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rangement also eliminates gold from 
circulation, except as it may be circu- 
lated under a deliberate policy of the 
central bank, and restricts its use to re- 
serves and international payments. 

A Dangerous Proceeding 

' gold exchange standard, which 
prior to the war had functioned in 

India and the Philippines, was consid- 
ered by some to be the solution of post- 
war difficulties and to provide a method 
by which gold could best be economized. 
In the last year or two, however, the 
gold exchange standard has lost much 
of its popularity. 

Its principal advantage from the op- 
erating point of view was that gold 
could be sent abroad and invested in 
short-term obligations and could thus 
earn money for the central bank while 
at the same time counting as reserve. 
From the point of view of world credit 
conditions, the principal characteristic 
of the gold exchange standard is that 
under its operation gold in the principal 
money markets can support currency 
and credit, not only in these markets, 
but also in other countries that main- 
tain balances in these markets. It is 
in this very fact that a weakness of the 
gold exchange standard developed. 

It became evident that it was a dan- 
gerous proceeding to count deposits in 
one country as reserves in another coun- 
try. In the United States, for instance, 
against $100 of deposits there is on the 
average $7.50 of reserves with the re- 
serve bank and against this amount the 
reserve banks must hold about $2.50 as 
reserves. This $2.50 under the gold ex- 
change standard would support not only 
$100 of deposits in this country, but per- 
haps two and one-half times as much of 
currency or deposits in some other coun- 
try. One could even go farther than 
that and point out that the deposits of a 
member bank contain a large part of the 
reserves of non-member banks and, 
therefore, the $2.50 in the Federal Re- 
serve bank might be the basis of several 
hundred dollars of deposits in non-mem- 
ber banks, and these deposits in turn 
could be counted as reserves of some 
country with a gold exchange standard. 
This might be carrying the dilution of 
reserves to a very dangerous point. 

It is not this alone, however, that has 
worked against the gold exchange stand- 
ard, but rather the two factors of the 
desire of the central banks to have 
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gold reserves where they could lay their 
hands on them and exhibit them in their 
statements and to visitors, and the de- 
sire of the central banks in the gold 
standard countries to be relieved of the 
uncertain contingent liability arising 
out of the volatile element in their 
short-time money markets represented 
by other peoples’ reserves. The pres- 
ence of these foreign reserve funds seek- 
ing short-term investment worked to- 
ward artificially low money rates. The 
principal financial centers operated un- 
der a veritable sword of Damocles which 
might be brought down at any moment 
by an unforeseen withdrawal of gold. It 
seems to be the judgment of the best in- 
formed practical men that the gold ex- 
change standard is desirable only for 
relatively small countries, and that the 
great commercial countries of the world 
must have physical control over their 
own reserves. 

Relatively Independent 

OES this mean that the trend is in 
the direction of a full gold standard 

as it exists in the United States, and 
as it was understood prior to the war? 
I think not. 

It is my opinion that out of the war 
and the post-war readjustment there has 

come into the world a new kind of a gold 
standard which can best be described 
as the gold reserve standard. This term 
describes a standard which is relatively 
independent of the specific legal pro- 
visions about convertibility of notes or 
the availability of gold for export. 

Provisions protecting gold in case of 
emergency and dictated by prudence and 
caution continue to be maintained by 
different countries, but only with a view 
to meeting emergencies, and emergencies 
are not a daily occurrence. Much more 
important than legal provisions are the 
practical, habitual daily uses to which 
gold is put, and at the present time the 
principal purpose that monetary gold 
serves throughout the world is found in 
its use for reserves of central banks. 

Gold Goes Where Needed 

As already pointed out, although we 
have no restrictions on gold in this 

country, nevertheless gold does not 
circulate. This is true also of Switzer- 
land and Holland. Not only does gold 
not circulate even in countries that im- 
pose no obstacles to its circulation, but 
it does not generally move in large 
amounts between countries, except in 
response to central bank policy, deter- 
mined by the banks’ reserve position 
rather than by the need of settling bal- 
ances of payment. Our loss of $500,- 
000,000 in gold during the past eighteen 
months has not been due to an unfavor- 
able international balance of payments, 
but chiefly to the fact that the Bank 
of France has wished to build up its 
reserves prior to stabilization. 

Gold moved to France at a time when 
rates here were higher than in France 
and when the purchase of gold was not 
commercially a profitable operation. 
Gold in this case was not functioning as 
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a means of international settlement, 
but was moving toward the place where 
it was most urgently needed as reserves. 
That is one of the manifestations of the 
gold reserve standard in practice. I 
believe that it will be increasingly true 
that the reserve function of gold will 
supersede the other functions, and that 
regardless of individual differences be- 
tween countries in details of legislation 
or management, the world will function 
on the gold reserve standard. 

Shortage Predicted 

— question that is frequently dis- 
cussed and is prominent in the minds 

of economists and_ statisticians, is 
whether the annual supply of new gold 
is going to be sufficient to meet the 
growing requirements of industry and 
trade without causing a radical read- 
justment of price levels. Figures are 
produced of the amount of gold that is 
extracted from the earth every year 
and these amounts are compared with 
the average annual growth of credit or 
of trade and industry, and the con- 
clusion is reached that a shortage of 
gold and a consequent decline in prices 
and economic depression are inevitable. 

I need not here analyze the figures 
of gold production. It is well known 
that production is now smaller than 
during the peak year of 1915 and that 
there are no immediate prospects of a 
large increase in production. There 
may be elasticity in the demand for gold 
from India, one of the large consumers 
of the metal, and there is also a possi- 
bility of adjustment in the industrial de- 
mand. There is no way, however, of 
estimating the probabilities in these 
directions and so far as one can see at 
the present time, annual additions to 
the monetary gold supply of the world 
are not likely to exceed $250,000,000, or 
about two and one-half per cent of the 
existing supply. 

Is that enough? Those who rely on 
normal ratios of increase are inclined to 
say “no.” Those who doubt the pos- 
sibility of estimating future trends of 
business say “we do not know.” It 
would seem to me that the answer is 
that it is the duty of the banks of issue 
and the governments to see to it that 
the available supply of monetary gold 
be sufficient to provide for the legitimate 
growth of trade and industry. 

Enshrined as Fetishes 

own may seem to be a daring state- 
ment to make, but recognition of the 

responsibility of banks of issue for 
supplying the needs of the country 
appears in the Federal Reserve Act, 
which gives the Federal Reserve Board 
authority under certain conditions to 
suspend reserve requirements, and in 
the new British Currency Act, which 
authorizes an expansion of the fiduciary 
currency when an urgent need arises. 
The debates in Parliament prior to the 
passage of the Currency Act indicate 
that in England, at any rate, it was the 
intention of the law to have the central 
bank actually exercise its privilege of 
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increasing fiduciary circulation when the 
situation seemed to demand it. Both of 
these laws contemplate emergencies, but 
they both also indicate a recognition of 
limitations on the sacredness of gold 
reserve ratios and make legal provision 
for disregarding those ratios when it js 
necessary for the public good. It ap. 
pears that the world must gradually pass 
from the condition when these ratios 
were enshrined as fetishes to a period 
when they will be considered merely as 
important, but in no way sacred, indica- 
tors of changes in credit conditions, 

Gold Will Be Supplanted 

T= fundamental purpose of central 
gold reserves is to inspire and main- 

tain the confidence of the people in the 
soundness of their currency. Another 
purpose in each individual country is to 
have sufficient gold to meet a foreign 
demand for the metal. This latter 
function of reserves, however, is gradu- 
ally declining in importance. Gold 
movements have been on an exceptional- 
ly large scale since the war, to be sure, 
and have presented a difficult problem 
to the Federal Reserve System. 

Prior to 1924 these movements were 
chiefly the result of financial disorgan- 
ization abroad, and since that time they 
have been chiefly in response to central 
bank credit policies. By maintaining 
sufficient foreign balances, not as a part 
of their legal reserves, but as resources 
accumulated in accordance with estab- 
lished banking policy, the central banks 
can to a large and increasing extent 
avoid the necessity of gold shipments. 
This will be an extra-legal use of the 
technique of the gold exchange standard 
limited by the necessity of maintaining 
legal reserves in gold. Gold will then be 
gradually supplanted by drafts as inter- 
national currency and will come to be 
more and more exclusively charged with 
the duty of functioning in the form of 
reserves. 
What constitutes adequate reserves? 

Certain percentages appear to be cus- 
tomary in the determination of central 
reserves: 25 per cent, 35 per cent, 40 
per cent, 50 per cent. Why 50 per cent 
and not 25? Why 40 per cent and not 
35? It is possible to have the con- 
fidence of the people on a much smaller 
percentage than any of these. In main- 
taining public confidence, sound manage- 
ment of banking policy and sound gov- 
ernment finance are of greater im- 
portance than a large hoard of gold. 

Avoiding a Gold Famine 

T is sometimes claimed that the United 
States has a smaller amount of gold 

relative to total currency and deposits 
than have other countries. I have had 
a careful analysis made of this state- 
ment. When the figures are put on a 
comparable basis including as nearly as 
possible the same classes of banks, it 
would appear that the ratio of gold to 
total currency and deposits in the United 
States is about 6.3 per cent; in Great 
Britain about 4.7 per cent; in Germany 

(Continued on page 693) 
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Something Powerful 
Has Simplified 
OIL BURNER 

Selling 
and PROFITS 

are INCREASING 
—— 

Offhand, we know of half a dozen salesmen—working for KLEEN-HEET dealers 
—who are, all of a sudden, making brilliant sales-records. Not one of them was, for- 
merly, above average. 

Offhand, we know of dozens of dealers who are making more sales and more money 
than they have ever made before. And keeping their profits, too. 

Offhand, we recall reports of a score of individual sales—during the past month— 
where all the selling effort put forth was to seat the prospect comfortably near one of 
the operating KLEEN-HEET burners (either the new Challenger or Series 800 mod- 
els.) The sales were made. 

Natural development and improvement of good burners is, of course, one reason. A 
modern, common-sense method—in advertising and selling—is another reason. 

Any man who is zz the oil burner business, or thinking about it, might find some lively 
new ideas in the facts that we’ll gladly send. He’ll probably get, too, a far bigger idea 
of what the future holds for MODERN METHODS and MODERN OIL BURN- 
ERS. 

WINSLOW BOILER & ENGINEERING COMPANY 

Makers of 

Kileen-Feet 
hith O i J 

844 Rush Street, Chicago, Il. 11 West 42nd St., New York, N. Y. 

When writing to advertisers please mention the American Bankers Association Journal 
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OUT 
the most costly intruder 

Noise Slows up Every 

Activity that Requires 

Thought: — But Noise 

Can Be Controlled 

Main Banking Room, The National Trust Co., Toronto, 
Ont. Ceiling finished with J-M Sound Control Treatment. 

UARDS and watchmen, locks and bolts, 

can shut out human intruders, but the 

modern science of Sound Control, as prac- 

ticed by Johns-Manville, is needed to shut out 

the commonest, costliest of intruders—Noise. 

Whether it be the president or the young- 
est clerk, every member of a bank’s staff 
needs an opportunity to work quietly, to 
think calmly. Under modern conditions 
quiet and calm are almost unknown in bank- 
ing rooms. The noise of conversations, of 

business machines, of people passing through 
—the din of street traffic—all combine to 
create a nerve-destroying, incessant clatter. 

Excessive Noise Can be Ended 

Johns-Manville Office- quieting Treatment 
will put an end to excessive noise in any 

> JOHNS-MANVILLE CORPORATION 
: O S we alyyv l e {Branches in all large cities} 

OFFICE-QUIETING AND SOUND-ABSORBING TREATMENT 

banking house or office. We make no pre- 
tense that we can end all sounds. But the 
J-M method stops the echoing, reverbera- 
tion, and bouncing about and accumulation 
of sound which really constitutes noise. By 
absorbing sound waves the J-M Treatment 
produces rooms which are echoless, and in 
which there is no reverberation and amplifi- 
cation of sound. 

Scores of important buildings and other 
business offices are using the Johns-Manville 
method successfully. We are the pioneers 
and originators of practical sound control 
methods. A Johns-Manville Acoustical En- 
gineer will be glad to inspect your offices 
without charge or obligation. Write for our 
free booklet showing facts about the use of 
the J-M system of sound control. 

JM, 

January, 1999 
—.. 

New York Chicago Cleveland San Francisco Torontw 

Please send me a copy of your booklet, ‘Johns-Manville 
Sound-absorbing Treatment in Banks and Offices. 

Name. 
AC-90-1 

MD Necessities es 

When writing to advertisers please mention the American Bankers Association Journal 



Fixing Fees For [Trustees 
By DUDLEY C. MONK 

Trust Officer, First National Bank of Tulsa 

Uniform Fee Schedule Urged for Trust Departments of Banks. 
Trustees Entitled to Adequate Compensation Based Upon High 
Value of Service Rendered and Element of Hazard. Experience 
Best Basis for Determining Level of Charges to be Adopted. 

HERE always will be fluctuations 
in the base line of administrative 
cost to a trust department. That 
line will proceed in a downward 

curve to the point where the machinery 
is taxed to its utmost to care for the 
current load, and then rise sharply 
when additional personnel or economies 
of administration carry the capacity of 
the department above the volume of 
trusts to be handled. 

Thus it is obvious that, in fixing fees 
for trustees, fees which will not mature 
for a term of years, there must be added, 
in addition to the current base cost of 
administration, a safety factor to take 
care of the fluctuation between capacity 
and volume. It would be very simple, if 
there was a normal line of administra- 
tive cost, running along in the same 
plane, to which could be applied a profit 
margin. Unfortunately, the problem is 
more difficult. It is complicated by these 
varying relations of capacity and vol- 
ume. 

Mr. Justice Storey, it was, who said 
that the policy should be such as to in- 
duce honorable men, without sacrifice, 
to accept the office. And that is the test 
in the determination of the trustee’s fee. 
The fees should be sufficient to induce 
the trust company, without sacrifice, to 
accept the trust. They should not be 
exorbitant so as to bring to the trust 
company an excessive profit. But the 
desire and the anxiety of the trustee 
should be so to organize its trust depart- 
ment, its personnel, its machinery, its 
methods, as to administer with dispatch, 
accuracy and integrity a large volume of 
trust service, with the very minimum of 
administrative overhead, thus enabling 
the trustee, the corporate fiduciary, to 
render a very valuable service at a rate 
far below that which would necessarily 
be charged by an individual if he were 
to bring to the discharge of his trust 
equal care, solicitude, skill, efficiency, 
experience and mechanical accounting 
facilities. In other words, the economies 
which the corporate trustee can achieve 
through a highly specialized personnel 
and a highly systematized machinery, 
bring better service at a lower cost. 

Measure of Cost Difficult 

GREAT deal of effort has been ex- 
pended toward the establishment of 

the administrative cost of fiduciary ser- 
vice. There are a great many cost ac- 
counting methods, all of which under- 
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The Laborer’s 
Hire 

HE ancient axiom that 
the laborer is worthy of 

his hire is nowhere better 
borne out than in the trust 
field. Mr. Monk shows 
that the trust department 
must fix its charges not 
only upon the value of the 
service given the trustee 
and the cost of administra- 
tion but also upon the 
hazards of its calling. He 
feels that trust depart- 
ments should compete in 

every line but in the matter 
of fees there should be 
uniformity. 

take to analyze the work performed in 
the various trust operations. These 
methods give a more or less accurate 
estimate of present costs, but do not 
afford a very reliable standard to pre- 
dict future costs. 

The result obtained in those divisions 
of trust service which are largely rou- 
tine and comprise comparatively uni- 
form elements of time and skill, such 
as corporate trusts, escrows and custo- 
dianships, are susceptible of accuracy. 

But in those trusts where the human 
factor is large, conference time inde- 
terminate, number of operations impos- 
sible of prediction, and variety limitless, 
such as executorships, administrations, 
testamentary, living and insurance trus- 
teeships, it would be difficult, if not 
impossible, to lay down any accurate 
measure of cost. 

Multiplies the Units 

O*E large trust company has worked 
out a very elaborate cost analysis, 

which is demonstrably accurate and val- 
uable in the routine division above men- 
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tioned, but which in the general trusts 
confesses its impracticability. The method 
employed by this company is to break 
the trust down into the number of op- 
erations, which factors are called units, 
multiply these units by the number of 
trusts to get time units; then divide 
time units into the expenses, direct, in- 
direct and administrative, allocated to 
the division. 

To illustrate: with a safe-keeping for 
service account. The operations are 
grouped into three brackets: 1. Acqui- 
sition; 2. Management; 3. Release. 

Acquisition has three operations: 

1. Receiving, giving receipt. 

3 Units 2. Lodgment of securities. 
3. Entry and setting up 

ticklers. 

Management has three operations: 

1. Clipping coupons. {But performed 
2. Collecting. semi-annually, 
3. Remitting. hence, 6 Units 

Release has three operations: 
1. Withdrawal of securities. 
2. Correcting records and 

maturities. 
3. Delivery, receipt. 

3 Units 

Let the number of accounts serviced 
be “x”; then the number of operations 
will be 12x. Let the cost, direct, indirect 
and administrative, allocated to the divi- 
sion, be “Y”; then the cost per operation 

Y 
is Y over 12x (——-). 

12x 

Cannot Be Standardized 

HE difficulty of applying this method 
to executorships, guardianships and 

the like becomes apparent when one en- 
deavors to classify the operations. 

Take the executorship—who can stand- 
ardize these operations—hours spent 
conferring with the bereft and in funeral 
arrangements, money advances, tele- 
graph items, immediate family arrange- 
ments, pre-administrative steps, notifica- 
tions, letters, property disposition, safety 
deposit inspections, listing, checking, 
probate, notice to creditors, inventory, 
tax reports, family allowances, home- 
stead, claims of creditors, care of prop- 
erty, sales, family conferences, tax con- 
ferences, returns, contests, legacies, col- 

lections, litigation, repairs, tenancies, 
partial distributions, partition, reports, 
notices, hearings, distribution, release, 
and all through the proceedings count- 
less conferences of varying times. These 
items cannot be standardized. 

Therefore, on the subject of execu- 
tors’ fees and the like, I believe the only 
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safe standard is the arbitrary fee built 
up by experience in the United States, 
one that is perhaps a composite. These 
fees have proved adequate under indi- 
vidual operations and they should prove 
adequate under corporate operations. 

Advantages Catalogued 

Is determining the amount of compen- 
sation, new trust departmenfs are 

prone to minimize the value of their ser- 
vices. They are apt to underrate the 
importance of their work. They are apt 
to think of themselves in terms of the 
individual trustee. In order to have the 
proper sense of their own worth, it would 
be well for the new trust department to 
consider the advantages of the corporate 
fiduciary over the individual. Here are 
catalogued a few of these advantages: 

The trust company affords the bene- 
ficiaries sound financial counsel, not only 
in connection. with the estate but in the 
management of the property and affairs 
of the beneficiaries. 

The trust company has continuous 
existence whereas an individual may die, 
involving the estate in delay and the 
expense of the appointment of a new 
administrator. 

The trust company is always avail- 
able, it is always able to transact busi- 
ness, whereas an individual may be out 
of the city, may be engrossed in atten- 
tion to his other business, may be ill, 
or taking a vacation at a time when 
some important estate matter requires 
attention. 

The trust company is a specialist. 
Constant practice assures skill. Matters 
which are an everyday routine for the 
trust company requires exhaustive and 
novel study on the part of the individual 
unaccustomed to these matters. 

The trust company maintains as a 
part of its machinery an accurate ac- 
counting system designed for the sole 
purpose of facilitating the management 
and distribution of estates, whereas an 
individual has no such accounting sys- 
tem and in the isolated cases which he 
will handle could not, for the fees he 
will receive, afford to establish so ex- 
pensive an accounting system as has 
been found necessary for the trust com- 
pany. 

The trust company, being a specialist, 
has no diversions to prevent its prompt 
attention to the management of the 
estate, whereas an individual will prob- 
ably give priority to his own business. 

The trust company determines all 
matters of investment, management and 
sale of trust property upon the combined 
judgment of its trust committee made 
up of men selected because of the sound- 
ness of their business judgment, whereas 
the individual may proceed on his own 
judgment which may not be experienced 
in such matters. 

The trust company has financial re- 
sponsibility. An individual is engaged in 
the hazardous enterprise of business. He 
may be a man of considerable means this 
year, insolvent the next. 

The trust company, because of the vol- 
ume of estates handled, because of the 
variety of problems presented, because 
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skilled in tax and accounting matters, is 
frequently able to effect economy in 
taxes within its own department, whereas 
an individual, being inexperienced, is 
obliged to rely upon outside tax coun- 
sel, involving additional expense and the 
uncertainty of making a wise selection 
of counsel. 

Who Would Quibble 
Fay cen organized and efficient trust 

department can render a service to 
the trustor, both in his lifetime and after 
his death, which is valuable far beyond 
his means to procure elsewhere. It can 
perform services for him during his life- 
time which he cannot perform himself. 

The trust company can guard his in- 
vestments so as to assist him in building 
his secondary estate, which it can then, 
through the use of agencies, living trusts 
and insurance trusts, consolidate into a 
valuable asset, which, through the insur- 
ance trust, living trust and will, can be 
made to carry on the beneficient desires 
of the creator of the estate. Where- 
else could such a service be obtained? 
And who would quibble over compensa- 
tion for such a return of skill? 
We have considered the cost of the 

trustee’s service and its value to the 
trustor and beneficiaries; let us now 
examine the responsibilities and hazards 
of the trustee in rendering this service. 

Points of Danger 
iB pwens trust department is proceeding 

constantly ‘over a “No Man’s Land” 
of doubt, uncertainty, want of judicial 
construction and complicated facts, all 
underlain with deadly mines of litigation, 
hazards, controversies and loss. 

Here are some of the points of dan- 
ger: 

If the trust company acts under an 
invalid appointment or in excess of its 
power, it becomes personally liable. 

If it commits a tort in the administra- 
tion of the trust estate, it becomes per- 
sonally liable to the injured person. 

If it pays the wrong person or pays 
the right person the wrong amount, it 
becomes personally liable. 

If it fails to insure and property is 
lost, it becomes personally liable. 

If it fails to convert non-legals and 
loss follows, it becomes personally liable. 

If it conveys without proper qualifica- 
tions, it becomes personally liable in 
warranty and in covenant. 

If it enters into a contract, it succeeds 
in binding itself with only such right 
over against the state as may by con- 
tract have been given. 

If it permits a co-trustee to deal im- 
properly with the trust estate, it be- 
comes liable. 

If it holds stock of a corporation, it 
becomes liable as a stockholder. 

If it neglects the management of 
properties, it is liable for losses to the 
estate. 

If it is directed to make certain in- 
vestments and fails to do so, loss occur- 
ring, it is liable. 

If it fails to pay taxes, it becomes 
liable. 

If it delegates power in excess of its 
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authority or to an improper agency, it 
becomes liable. 

If, being charged with the payment of 
insurance premiums, it fails, it becomes 
personally liable. 

To sum up, the trustee moves con- 
stantly in an atmosphere charged with 
dangerous liability. Fiduciary service js 
properly classed as a hazardous financial 
occupation; but through preparation, a 
skilled personnel and a proper account- 
ing system will reduce the danger to a 
remote possibility. 

High Pay for Hazards 

I’ one will proceed through the list of 
trades and vocations today, he will 

find that the hazardous employments are 
those most highly paid. The structural 
steel worker is paid more than the man 
who hammers nails in a fence on the 
ground. The man who dives with the 
submarine, or who engages in salvage 
or subterraneous exploration, is more 
highly paid than the fisherman who sits 
in the open boat in the bay. The man 
who paints the tall spires, the steeple- 
jack, is more highly paid than the man 
who rigs awnings. The aviator is paid 
extra compensation for his hours in the 
air. The man who quells the lions in 
their cage is paid a higher wage than 
the man who throws fish to the seals. 
The man who takes his life in his hands 
to explode the nitroglycerine in drilling 
wells is paid more highly than the rous- 
tabout who hauls pipe to the derrick. 
The men who risk their lives and limbs 
in trades or vocations are paid commen- 
surately for the hazards they take. 

Is it not, then, reasonable that the 
trustee should have some additional fee 
in some measure at least to compensate 
him for his risks? Even if it were pos- 
sible to so augment the fees of the trus- 
tee as to establish a reserve out of which 
losses could be paid, I doubt if any suffi- 
cient or secure reserve could be estab- 
lished against the losses which might 
come. It is probably true, of course, that 
over a great many years the earnings 
of the department will eventually estab- 
lish a basis of security. But it is equally 
true that, unless great skill is exercised 
in the formative years of the trust de- 
partment, there may occur a crash of 
liability which would shake the entire 
structure. 

The conclusion, then, is that the trus- 
tee in fixing its fee must take into ac- 
count: 

First, the cost of rendering the service; 
Second, the value of that service ; ; 
Third, the hazards attending its rendition. 

I would not be misunderstood as rec- 
ommending the establishment of an in- 
dividual and independent schedule of 
trust fees by each trust company. On 
the contrary, I consider that a most un- 
fortunate condition. Trust companies 
may compete with each other on almost 

any plane other than that of fees. They 
may compete with each other as to the 
competence of their trust officers, as to 
the integrity and age of their institu- 
tions, as to the wisdom and ability of 
their boards of directors, as to the effi- 

(Continued on page 694) 
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Your ADVERTISING 
Adjusted to New Standards 

A public accustomed to talking pic- 
tures and radio, which even now accepts 
the practicability of television, can be ex- 
pected to respond to advertising only 
when it is attractive, interesting and up- 
to-date. 

To catch and hold fleeting reader attention is the 
acid test of modern bank advertising. It calls for ad- 
vertising skill born only of long experience. 

Our experience in financial advertising covers many 
years. Our large clientele, looking to us continually 
for the most modern and the very best in advertising 
service and materials, places upon us an obligation that 
continually spurs us on to establish new standards in 
up-to-date bank publicity. 

Our latest productions are well abreast of the age in 
which we live. They are attractive, well written and 
interesting. They are complete, for no banking func- 

tion has been overlooked. Moreover, these new Collins 
ideas and materials are well within the range of every 
bank’s advertising appropriation. 

The banker who wishes to meet the business-getting 
problems of modern banking with thoroughly up-to- 
date advertising service will find in these new Collins 
projects much of vital interest to him. 

THE COLLINS SERVICE 
Financial Advertising 

MAIN OFFICE: 1518 Walnut Street PRODUCTION PLANT: 226-240 Columbia Avenue 

PHILADELPHIA 

When writing to advertisers please mention the American Bankers Association Journal 
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Records That 

TALK! 
You control your business with figures 

—and to obtain the most accurate fig- 
ures you are constantly needing new, 
improved records. 

“Worth Keeping—Records That 
Talk” describes Irving-Pitt records for 
every conceivable business need. Why 
bother to design special forms when you 
can so economically buy I-P Records 
from your stationer? 

For a quarter-century, I-P Records 
That Talk—I-P Binders—I-P Devices 
have been the standard of simplified 
accounting equipment. Your stationer 
carries them in stock. Have a copy 

of “Worth Keeping” on your desk. 
Refer to it for the equipment 

you need. Your stationer will 
furnish you with a copy— 

or your letter-head, mailed 
to us, will bring it by 

return mail. 

IRVING-PITT 

MFG. Co. 

Kansas City 
New York 

yout KEEPING |} Chicago 
oe neernememan es 

RECORDS thar TALK 

coer | Poo 

el combined catalog 
and manual of loose © 
leal accounting and 
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Banking Aboard a Battleship 
By COMMANDER FRED E. MCMILLEN 

Supply Corps, United States Navy 

Seagoing Bankers on American Men-of-War Disburse Millions. 

Officers of United States Navy Supply Corps Are Paymasters, 
Purchasing Agents and Bankers for the Battle Fleets. Their 

Tasks as Complicated as Banking Ashore. Records Voluminous. 

HE officer handling money and 
keeping pay rolls on _ board 
ships of the Navy was known 
as the “Purser” until 1860 when 

his title was changed to “Paymaster.” 
By 1919 the duties of officers of the Pay 
Corps of the Navy had become so much 
more varied and 
extensive that the 
terms “Pay Corps” 
and “ Paymaster ” 
were considered to 
be misnomers and 
Congress changed 
the name of Corps 
to “Supply Corps, 
U. S. Navy.” 

Officers of the 
Supply Corps are 
assigned to supply, 
disbursing, ~° ac- 
counting, commis- 
sary and other du- 
ties and are ad- 
dressed and_ re- 
ferred to orally 
and in written communications by the 

titles of their ranks, the same as other 
officers of the Army, Navy and Marine 

Corps, the name of the Corps following 
the title in all official orders and cor- 
respondence. 
The disbursing officer on board a ves- 

sel of the Navy is usually a junior 
commissioned officer of the Supply 
Corps, although on board the gunboats 
patroling the upper waters of the 
Yangtze River in China the command- 
ing officer or executive officer of the 
ship performs the necessary disburs- 

ing duties. On battleships, aircraft 
carriers, armored cruisers, tenders and 
other ships of the Navy having more 
than one commissioned officer of the 
Supply Corps attached, the junior is 
assigned as the “assistant for disburs- 
ing” and as such has charge of the 
ship’s finances, pays all bills for pro- 
visions, fuel, supplies or services pro- 
cured for the ship, keeps the pay rolls 
of and pays the officers and men of the 
crew, and renders financial returns to 
the General Accounting Office. On 
smaller vessels having but one com- 
missioned officer of the Supply Corps 
attached, that officer, known as_ the 
“Supply Officer” of the ship, performs 
all of the disbursing as well as the 
general supply and commissary duties 
for the ship. The pay accounts of 
smaller naval craft, such as destroyers. 
submarines, tugs and mine-sweepers, are 

ordinarily carried on board tenders or 
by disbursing officers located on shore. 

All Are Bonded 
T= maximum amounts of currency 

which disbursing officers are per- 
mitted to keep in their personal cus- 

The U. S. S. Pittsburgh 

tody for official disbursement are fixed 
by Treasury Department regulation. 
Currency is kept in the exclusive custody 
of the disbursing officer except where a 
pay clerk is assigned. In such cases, 
limited sums—usually not exceeding 
$5,000 at a time—are advanced to the 
pay clerk on his receipt to meet the 
current daily expenditures of the dis- 
bursing office. 

The disbursing office of a ship, or- 
dinarily termed the “Pay Office,” is in 
charge'of the disbursing officer, assist- 
ed by a number of enlisted petty offi- 
cers experienced in pay roll work and 
familiar with rates of Navy pay and al- 
lowances, pay laws and decisions of the 
Comptroller General of the United 
States. On transports, tenders, aircraft 
carriers and other vessels carrying an 
exceptionally large number of pay ac- 
counts, a pay clerk may be assigned 
for duty as assistant to the disbursing 
officer. 

An officer ordered to disbursing duty 
on board a ship of the fleet procures 
official funds by requisitions on the 
Fleet Paymaster, who is the senior of- 
ficer of the Supply Corps attached to 
the personal staff of the Commander 
in Chief. If attached to a vessel not 
belonging to a fleet but operating in- 
dependently, the disbursing officer for- 
wards his requisition for money, ap- 
proved by his commanding officer, to 
the Paymaster General of the Navy in 
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Washington. The Paymaster General 
in turn submits requisitions for funds 
required by all Navy disbursing of- 
ficers ashore and afloat to the Secre- 
tary of the Treasury, via the Secretary 
of the Navy and the Comptroller Gen- 
eral of the United States. Upon final 

approval of the 
Paymaster Gener- 
al’s requisitions, 
the necessary war- 
rants are issued 
by the Treasury 
Department and 
the required sums 
are placed to the 
credit of the dis- 
bursing officers. 

While in some 
cases the Treasury 
Department may 
ship currency to 
disbursing officers 
to fill their requi- 
sitions for funds, 
this is rarely nec- 

essary, as disbursing officers are ordi- 
narily able to secure currency by means 
of checks drawn to their own order and 
cashed by a Federal Reserve Bank or 
other government depository. 

The salaries of officers and men afloat 
are usually paid twice a month in cash. 
Persons desiring to make remittances 
at any time may secure “exchange for 
cash” checks in exchange for currency. 
Bills for fuel, provisions, general stores 
and services furnished ships at home 
and abroad are, unless secured from gov- 
ernment sources, paid for by the ship’s 
disbursing officer, usually by United 
States Treasury checks. 

Foreign currency, required for the 
payment of salaries of officers and men, 
and public vouchers in foreign ports 
where United States Treasury checks 
are not acceptable at par, is obtained 
by disbursing officers through the sale 
of bills of exchange. A Navy “bill of 
exchange” is merely a sight draft drawn 
by a disbursing officer on the Secretary 
of the Navy for a stated amount ex- 
pressed in dollars and cents. 

For purpose of illustration, we will 
assume that the disbursing officer of the 
U. S. S. Pittsburgh, arriving at Amoy, 
China, is called upon to pay for 1870 
tons of coal at 9.50 taels per ton. The. 
disbursing officer has no Chinese money 
on board, and the contractor is unwill- 
ing to accept a United States Treasury 
check. He does agree, however, to ac- 
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cept payment in Mexican dollars at the 
rate of $1.88 Mex. to the tael. The 
disbursing officer first determines that 
he will require 9.5 x 1.38 x 1870, or 
$24,515.70 Mex. to pay the bill. His 
next step is to determine by means of 
current quotations obtained from local 
banks the most favorable rate of ex- 
change on Washington, D. C. In this 
case we will assume that it is $.495 
to the Mexican dollar. The disbursing 
officer, therefore, draws his bill of ex- 
change at three days sight on the. Sec- 
retary of the Navy, Washington, D. C., 
for $24,515.70 Mex. x .495, or $12,- 
135.27 United States gold. The bill of 
exchange is drawn in favor of the com- 
manding officer of the ship and is in- 
dorsed by him to the bank furnishing 
the money at the rate quoted. 

Makes Up Money Lists 
HE disbursing officer, upon selling 
the bill of exchange, makes out and 

forwards to the General Accounting 
Office an account of sale, showing his 
authority for drawing the bill of ex- 
change, the number, date, face value 
and proceeds of the bill of exchange, 
and the certificate of the local United 
States consul as to the current rate of 
exchange on the date the bill of ex- 
change was sold. 

The heaviest cash disbursements regu- 
larly made on board ships are’ those 
connected with the crew’s semi-monthly 
pay days on the 5th and 20th of the 
month. Prior to pay day the disburs- 
ing officer makes up money lists show- 
ing the amount each member of the 
crew is entitled to draw, these lists be- 
ing scrutinized and approved by the 
commanding officer of the ship and 
posted on the ship’s bulletin board. 
Individual pay receipts are furnished to 
the men on pay day, which they are 
required to fill out and sign. The re- 
ceipts must also be signed by an officer 
not connected with the disbursing office. 

The men are mustered and paid as they 
file by the disbursing officer, who re- 
ceives and scrutinizes the pay receipt, 
checks the name and amount on the 

money list and pays the amount stated 

thereon. Immediately upon completion 
of paying off,‘the pay receipts are 
totaled, balanced against the cash re- 
maining unpaid on account of absentees 

and others not drawing money and 
charged on the pay rolls. .- 

Miscellaneous payments made between 
pay days are ordinarily made by the 
pay clerk, who maintains his own cash 
book, separate from the official cash book 
of the disbursing office, in which all the 
business transactions of the ship in- 
volving the receipt or expenditure of 
government funds are recorded. 

Allotments to Banks 

a convenience of the* Navy allot- 
ment systefh, whereby officers and 

men of the Navy may allot all or part 
of their pay to banks or individuals 
for savings, support of their depend- 
ents or insurance purposes, is evidenced 
by the fact that the Navy Allotment 
Division of the Bureau of Supplies and 
Accounts in Washington has on its books 
at the present time 56,103 current allot- 
ments, aggregating monthly payments 
of $1,838,814. 

An officer or enlisted man desiring to 
register an allotment in favor of a 
member of his family or bank submits 
a request to the disbursing officer carry- 
ing his account. That officer fills out 
an allotment registry card showing the 
allottor’s full name, the name of his ship 
or station, the name and address of the 
allottee, the monthly amount of the 
allotment, the number of months it is 
to run, and the total sum allotted. This 
card is then mailed to the Navy Allot- 
ment Officer in Washington, who there- 
after draws in favor of the allottee, 
such checks being mailed in time to 
reach allottees as soon after the first 
of the month as possible. The disburs- 
ing officer registering the allotment or 

carrying the allottor’s pay accounts on 
his rolls makes corresponding monthly 
checkages against the allottor’s account. 

Pay of the Navy Fund 
NOTHER banking facility devised 

for the convenience of enlisted men 
on board ship is the deposit for safe- 
keeping. Members of the crew are per- 
mitted at any time to deposit with the 
ship’s disbursing officer, for safekeep- 
ing, personal funds in the form of cash, 
checks or negotiable securities. Entries 
of such deposits are made in a record 
book signed by the depositor, who is 
given the disbursing officer’s receipt for 
the amount deposited. All deposits for 
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safekeeping are received at the risk of 
the depositors, no financial liability at- 
taching. to the custodian or his bonds- 
men in carrying these funds, which are 
kept separate from government moneys. 

Under the authority of the Act of 
Feb. 9, 1889, any enlisted man of the 
Navy may deposit with the disbursing 
officer carrying his accounts sums of 
not less than $5, which are taken up 
as public funds to the credit of the 
Appropriation Pay of the Navy (or 
Marine Corps) Deposit Fund, and bear 
interest at the rate of 4 per cent per 
annum if remaining on deposit six 
months or longer. Men making such 
deposits are provided with individual 
deposit books in which the deposits as 
made are receipted for by the disburs- 
ing officer and certified by the depositor. 
Money deposited in this manner may 
not be forfeited except by desertion, and 
is not available for withdrawal before 
the man’s final discharge from the ser- 
vice, when he is paid the total amount 
of his deposits with accrued interest. 
The enlisted men of the Navy are not, 
as a rule, now availing themselves of 
this Navy banking service, preferring 
to allot their savings to commercial 
banks paying higher rates of interest 
or invest their savings in other ways. 
On July 1, 1928, there was approximate- 
ly $150,000 held in the Pay of the Navy 
Deposit Fund, and $455,000 in the Pay 
of the Marine Corps Deposit Fund. 

Rigid Regulations 
7. bulk of supplies, including pro- 

visions and fuel for naval vessels, 
is ordinarily procured from navy yards 
and stations and supply depots on shore, 
and from fuel ships and supply ships 
in the fleets. There are, however, cer- 
tain classes of stores—such as fresh 
meats and vegetables, gasoline and fuel 
oil—which are procured by ships un- 
der current Navy contracts directly from 
the contractors. There are other mis- 
cellaneous items purchased in the open 
market by ships’ supply officers. In any 
case, however, materials furnished naval 
vessels from other than naval sources 
are paid for by the ship’s disbursing of- 
ficer, this function consuming a large 
part of the time and attention of his 
office and presenting many interesting 
and sometimes complicated problems. 

Another duty devolving upon the 
(Continued on page 697) 
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Make Sure the First Impression 
is in Your Favor 

bp invite business confidence and respect by 
the atmosphere with which you surround 

yourself. The visitor’s first glance at your office 
tells him a great deal about the man or the 
company that calls that office home during 
working hours. 

Business executives and professional men are 
coming to realize the importance of having that 
first impression count in their favor. 

And they are using GF Allsteel to help inspire 

confidence and respect in the caller’s mind. 

Permanent good looks and permanent utility 
—these are A things every piece of GF Allsteel 
Equipment brings to you. 

The durability of steel, finishes that are easy to 
keep new, drawers that cannot stick or bind, 
comfortable Velvoleum writing surfaces and con- 
venient appointments that make work easier — 
all these come with the beauty that makes the 
first impression bespeak progress and prosperity. 

THE GENERAL FIREPROOFING COMPANY 
Youngstown, Ohio Canadian Plant, Toronto 
BRANCHES AND DEALERS IN ALL PRINCIPAL CITIES 

ATTACH THIS COUPON To 
mammmee= YOUR FIRM LETTERHEAD ~~~", By. The GF Alisteel Line: Filing Cabinets - Shelving 

Sectional Cases - Transfer Cases - Storage Cabinets 
Safes - Document Files - Desks - Tables - Supplies 

wHbsteel 
COMPLETE LINE O F EQUIPMENT 

When writing to advertisers please mention the American Bankers Association Journal 

THE GENERAL FIREPROOFING Co. 
Youngstown, Ohio 

Please send me a copy of the GF 
Allsteel Desk Catalog. 
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Willys-Overland again 

wins public approval 

When the new Superior Whippet was 
introduced in December, Willys-Over- 
land’s improved line of Fours and Sixes 

received an enthusiastic welcome from 
the entire automobile industry as well 

as from the great motoring public. 

January witnesses the presentation of 
the new style Willys-Knight Six—also 
certain to win high favor as the largest, 
most beautiful and most powerful 

Knight-engined car ever offered at so 
low a price. 

Willys-Overland is off to a flying start in 
1929— with every indication that this 
year will surpass even 1928, which was 
the most successful year in this Com- 
pany’s long history. 

rourss WHIPPET s:s 

WILLYS-KNIGHT SIX 

WILLYS-OVERLAND, INC., TOLEDO, OHIO 
WILLYS-OVERLAND SALES CO., LTD., TORONTO, CAN. 
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Small Favors Help to Build Business 
By W. R. MOREHOUSE 

Vice-President, Security Trust and Savings Bank, Los Angeles 

Extracts from Fifty Short Stories Written by Bankers. 

Experiences Gained in the Routine of Banking. 
That Lead to Large Accounts. The Widow’s Mite. 

Actual 

Little Things 

“For 

Rent” Sign Brings Business. Road Map Leads to Depositor. 

MAJORITY of bankers prefer 
to do the big things and the 
spectacular things, and _ to 
leave undone the things which 

on the surface appear to be of minor 
importance. 
Every banker, and especially every 

young banker, should read the experi- 
ences of big game hunters. Out of their 
experiences many lessons may _ be 
gleaned. They go to Africa supposedly 
to hunt only the king of beasts, but 
when they return and unpack their 
trophies, invariably they: produce speci- 
mens ranging upward from the timid 
and helpless little dik dik antelope, not 
larger than an American jack rabbit, 
to the head of the most feared of all the 
jungle beasts, the water buffalo. 

Bankers are gathering trophies in the 
field of banking. The collection assem- 
bled from time to time tells the true 
story of ambition’s scope. 
When I think of the potentiality of 

many of the little things which take 
place all about us in our respective 
banks every business day, I am amazed 
that more attention has not been given 
to their development. Just a little cour- 
tesy, perhaps only a kind word, a sug- 
gestion by way of advice, extended a 
customer or to a stranger at the right 
time, have produced valuable results. 
In fact, any small favor well done,. 
gladly done, and cheerfully done, invari- 
ably spells greater success. 

A Stranger Dropped In 
l* my files are more than fifty 

short stories describing the actual 
experiences of as many bankers. These 
little stories were written at my request 
by men who speak from their own ex- 
perience, gained by them on the firing 
line in their respective banks. These 
stories are not hearsay nor are they 

overdrawn, but recite the actual expe- 
riences of active bankers in their deal- 
ings with people of all classes as the peo- 
ple have called from day to day to trans- 
act their business. 
How a small service well done culmi- 

nated in the securing of valuable business 
is well told by the first of these stories 
to be received by me. A stranger dropped 
in to a certain bank one day to inquire 
as to the legal rate of interest in Indiana, 
and also to ascertain the number of 
years that must elapse after a note falls 
due before it outlaws. This stranger had 
never entered this particular bank be- 

The Unexpected 
pee one of a series of 

two articles by Mr. More- 
house from his store of 
short stories of real expe- 
riences, which show that 
little matters of courtesy 
lead to big surprises in 
banking. They point to the 
inevitable conclusion that 
bread cast upon the waters 
is still an investment that 
pays large dividends and 
they show the value of the 
by-product of courtesy. 

V.9A9.9. 9.9.9. 9,".4.9. 0.0.0.9 0.9.9.9.9.9,9.9.9.9.9.9.7.9.0.9.9 V,.0.0.9 0.0.9.9." 9 eee 

fore, although he had lived in the same 
city eight years. 

As he afterwards remarked, he re- 
alized at the time that the bank was 
under no obligation to supply him with 
the information he sought. In fact, he 
was skeptical as to the outcome of his 
call, but decided to take a chance, and 
walked hesitatingly into the bank. Much 
to his surprise, he was shown immediate 
attention. An assistant cashier greeted 
him cordially and volunteered his ser- 
vices. Promptly on making his request 
known, this officer flipped over the pages 
of his Bankers Directory until he came 
to the section devoted to the laws of In- 
diana, and there found the information 
he was searching for, communicating it 
to the stranger before him. 

Quick to notice that the inquirer was 
in need of a piece of paper on which to 
write down the information, the officer 
flipped a piece of clean scratch paper 
from a pad on his desk and laid it down 
before the stranger, remarking: 

“Perhaps you would care to write the 
information on this paper.” 

The stranger complied, expressed his 
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appreciation of the courtesy shown him, 
glanced over the banking room, re- 
marked “You have a fine bank,” and 
then walked out. The assistant cashier 
turned back to his work with no thought 
that he would ever see the stranger 

again. 

The Story He Told 
EVERAL days later this same 
stranger stood before the assistant 

cashier’s desk again, and this is the 
story he told: 

“T have been doing business with an- 
other bank in this city for more than 
eight years, and have always carried a 
good balance. This bank is located just 
a few doors from my place of business. 
When I called here the other day and 
asked you to give me the legal rate of 
interest for Indiana, and also when a 
note outlaws in that state, I had just 
come from my own bank. I had gone 
there expecting to receive the kind of at- 
tention to which I felt that I was en- 
titled, having been a depositor there so 
many years. 

“After waiting before an officer’s desk 
for several minutes while the officer 
continued a discussion he was holding 
with his stenographer, I was then asked 
what I wanted. I told him, and, after 
waiting for several minutes more while 
this officer fumbled nervously through a 
row of books on his desk, he turned to 
me and announced that he would have 
to look up the answer to my question in 
a law book, and that he would either 
write me or that I could call back later 
in the day. 

“Of course, I was disappointed because 
my bank couldn’t tell me, so I came 
directly over here. I was curious to 
know how other banks treated their cus- 
tomers and how they treated strangers. 
It didn’t take me long to find out. When 
I left here the other day I was thoroughly 
convinced that this is an accommodating 
bank. I am opening an account with 
you today for $500, but my balance will 
run much higher.” 

Not with Gold or Silver 
N the first of the following month this 
new depositor transferred $7,000 

from his old bank, and later,. when the 
bank was advertising for new real estate 
loans, he came in and offered the bank 
a good loan of $12,500 on very desirable 
property, a loan which the bank was 
glad to get. 

(Continued on page 701) 



The Liberty Bond Situation 
With a Summary by OGDEN L. MILLS 

Undersecretary of the Treasury 

No Further Large Scale Liberty Bond Operations Until 1932. 
Treasury Must Wait Four Years Before Next Wartime Issue Is 

Callable. Banks Will Have Let Up from Liberty Bond Pressure 
Which Was Evident During Past Two Years. What Treasury Did. 

N important chapter in the history 
of the public debt of the United 
States, more particularly in the 
history of its wartime loans, was 

brought to a close during the year just 
ended. As a result of Treasury refund- 
ing operations begun in 1927 and con- 
cluded in 1928 the number of Liberty 
Loan issues outstanding was cut in half. 

Late in 1928 the Treasury completed 
the program which resulted in the re- 
tirement and refunding of some $5,000,- 
000,000 of second and third Liberty 
bonds. Only two issues of Liberty bonds, 
the first and the fourth, remain. 

This development in the public debt is 
of considerable significance to the banks 
of the country. For two years the Treas- 
ury has been steadily at work upon Lib- 
erty bonds—calling them, exchanging 
new issues of Government securities for 
them and retiring them by redemption. 
These activities have made work for 
the banks whose customers were Liberty 
bond holders. In virtually all the banks 
and trust companies of the country the 
refunding of the second and third issues 
of Liberty bonds gave rise to many prob- 
lems concerning investments and re- 
serves. 

‘Four Years Off 

OW the banks are to have a rest. It 
will be four years before the Treas- 

ury can again undertake any major oper- 
ations in connection with Liberty bonds. 
The first Liberty loan, of which there are 
bonds to the extent of some $1,900,000,- 
000 outstanding, is not callable until 
1932. The fourth Liberty loan, with 

$6,300,000,000 outstanding, is not callable 
until 1933. 

Thus for four years the extraordinary 
activity of the Treasury in connection 
with Liberty bonds will disappear. The 
annual public debt operations of the 
Treasury will tend to reduce the out- 
standing totals of the remaining Lib- 
erty bond issues somewhat before ma- 
turity but these activities will in no way 
compare with the continuing program of — 
the past two years. 

Largest Single Operation 

OW this two-year program was 
brought to a close during 1928 is 

described by Ogden L. Mills, Undersec- 
retary of the Treasury, who says: 

“The largest single operation in Treas- 
ury finance during the year was the re- 
tirement of the third Liberty Loan, which 

matured on Sept. 15, thus completing 
the operation begun in 1927 during the 
course of which over $5,000,000,000 of 
second and third Liberty loan bonds 
were retired or refunded. There were 
outstanding at the beginning of the year 
$2,147,653,150 of third Liberty loan 
bonds. During the year and before ma- 
turity, $817,779,900 of these were ex- 
changed for other issues and $680,319,100 
were purchased and retired for the sink- 
ing fund and from surplus money. The 
balance, redeemable at or after maturity, 
totaled $649,554,150. All of the third Lib- 
erty loan bonds have been presented and 
retired except some $50,000,000 which 
have not yet been presented for payment. 

“On the basis of the above statement 
and computing the saving only on actual 
exchanges for other issues and on re- 
tirements for the cumulative sinking 
fund and from surplus money, an annual 
reduction in interest charges of $34,152,- 
819 was effected, which is partly offset 
by the higher rates borne by the short 
term certificates issued in September 
and October. 

Years of Plenty 

— method followed in disposing 
of the third Liberty loan maturity 

was in accordance with the established 
debt. payment program, under which the 
debt of the Federal Government was re- 
duced more than $905,000,000 during the 
fiscal year ended June 30, 1928. It has 
been the policy of the administration to 
take advantage of the years of plenty to 
pay off as much of the debt as practi- 
cable each year, and to refund as much 
as possible at lower rates of interest. In 
accordance with this policy, the gross 
public debt was reduced from $23,979,- 
000,000 on March 31, 1921, to $17,604,- 
000,0000 on June 30, 1928, or about 
$6,500,000,000. 

“The management of the debt during 
these years is a practical demonstration 
that one of the surest means to reduce 
taxes is to reduce the annual outlay for 
interest charges by systematic and per- 
sistent reduction of the debt. From now 
on, however, we must face new condi- 
tions. We must rely on the sinking fund 
and foreign debt payments to effect a 
steady reduction of the debt: We shall 
not have additional large surpluses as 
heretofore to apply to debt reduction. 
The several tax reduction measures and 
the practical completion of the sale of 
capital assets left over from the war 
set rather definite limits to our future 
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receipts; and for a growing, progres- 
sive country such as the United States 
some increase must be expected in future 
expenditures. 

Outward Gold Movement 

667 T°HE interest rate upon new issues 
of securities sold by the Treasury 

during the past year increased steadily 
until October, 1928. Thus the certificates 
issued in March bore rates of 3% and 
3% per cent; those issued in June, 3% 
and 4 per cent; those issued in Septem- 
ber, 44% per cent; and those issued in 
October, 4% per cent. The increase was 
due to the credit conditions resulting 
from the heavy outward gold movement 
which began in September, 1927, and ter- 
minated in July, 1928, accompanied by 
an expansion of bank credit. The net 
loss in gold stock on account of exports 
and earmarkings during this period was 
approximately $500,000,000. Coincident 
with these gold exports the Federal Re- 
serve banks were called upon to provide 
an equivalent amount of Federal Reserve 
credit. The increase in Federal Reserve 
credit took the form of an increase in 
borrowing by member banks. 

“The traditional reluctance of the 
American banks to remain in debt and 
the policy of the Federal Reserve banks 
to discourage continuous indebtedness 
were reflected in increased money rates 
and in the yields that had to be offered 
to effect sales of new issues of Govern- 
ment securities. The coupon rate of 4% 
per cent on the certificates issued as of 
Oct. 15, 1928, was higher than any that 
had been offered on Federal issues dur- 
ing about five and one-half years, or 
since May 15, 1923. Conditions were 
such in December that the Treasury felt 
justified in offering nine and _ twelve 
months’ certificates bearing 4% per cent 
interest. 

“The outward gold movement had far- 
reaching effects abroad. It contributed 
to the restoration and fortification of the 
gold basis of the currencies of the vari- 
ous countries. The gold standard for 
currencies is firmly established today. 
The stabilization of the French currency, 
which was effected in June, 1928, prac- 
tically completed the monetary recon- 
struction of Europe.” 

During the first six months of the 
current fiscal year of 1929 the public 
debt was still further reduced by a total 
of $294,000,000. The total outstanding 
on Dec. 31, 1928, was $17,310,000,000. 
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Even the Humble Flatiron 

Adds to Your Income 
Drudgery eliminated - - - - - hours saved - - - + health 
improved - +--+ work bettered ----+ Life is made 
easier for millions of women by simple household 
helpers, brought into the home by Electricity. 

ab 
So common and intimate have become the 
uses of electricity, that people take it as a mere 
matter of course. But to the Electric Power 
and Light Companies every use, no matter how 
humble, is a matter of added income—to in- — 
vestors in their bonds, a matter of added safety. “Ash for Booklet T-26 please 
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A Service Specialized 
For Banks and Bankers 

A bank’s service to correspondents must be 
specialized to be of maximum value. Such service 

is available to banks throughout the nation 
through Division F of the First National Bank 

of Chicago. 

This Division is in charge of Vice-Presidents John | 
F. Hagey, G. H. Dunscomb, and J. P. Mc Manus, 

Assistant Vice-President T. J. Nugent, and 
Assistant Cashier Edward J. Jennett. Through 
Division F the complete facilities of both banks 
are efficiently co-ordinated, affording a compre- 
hensive service developed over a period of 

sixty-five years. 

Bankers will find our booklet describing these 

facilities of interest and value. Copy on request. 
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BAN Kor CHICAGO_ 
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FIRST TRUST AND 
SAVINGS BANK 

Frank O. Wetmore, Chairman Resources exceed 

Melvin A. Traylor, President $450,000,000.00 
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A New Force in the Money Market 
By W. RANDOLPH BURGESS 

Assistant Federal Reserve Agent, Federal Reserve Bank of New York 

Acceptances Assume New Significance to Banking of Tomorrow. 

Change in Act Foreseen to Make Them Eligible for Rediscount 
by Federal Reserve Banks If Security Selling Is Carried to 
Extreme by Business. 

T the time of the passage of the 
Reserve Act there was some 
general recognition of the de- 
sirability of a discount market 

in the country, and there were a few 
who knew something of the principles 
of open market operations in govern 
ment securities. But the number of those 
in this country who fourteen years ago 
had any real understanding of these two 
phases of open market procedure of 
banks of issue was very limited indeed. 

These fourteen years have witnessed 
an extraordinary experiment in the use 
of both methods in a completely new 
setting. The experiment with a bill mar- 
ket began not many months after the 
organization of the Reserve banks. 

The experiment in operations in gov- 
ernment securities did not truly begin 
until about 1922 and was not completely 
self-conscious until 1923. But in both 
operations we how have behind us suffi- 

cient experience to warrant certain ten- 
tative conclusions as to results and to 
raise certain questions as to future pro- 
cedure and policy. 

Without Risk 

URNING first to the bill market, the 
most important conclusion is that we 

have been successful in establishing a 
bill market in this country which has 
this year again reached a new record 
size in the volume of bills handled and 
now probably handles nearly as large a 
volume of bills as the bill market in 
London. In this market is financed a 
large part of our foreign trade, a con- 
siderable volume of overseas trade that 
does not touch our shores, and a smaller 
volume of domestic trade and storage of 
goods. 

The American exporter or importer 
can now finance his transactions at home 
at a reasonable rate without risk or cost 
of exchange; the investor has been given 
a new sound and liquid form of invest- 
ment; foreign funds here in particular 
have found a desirable employment; the 
American bank has gained a profitable 
business both in acceptance operations 
themselves and other business to which 
they have led. It has been a great and 
successful venture in finance. 

The acceptance market has made a 
number of important contributions to 
general credit conditions in this country. 
It has enabled outlying districts to tap 
the central money market for funds, and 
has promoted a free international flow 

Demands 
Attention 

Fok years the orphan o} 
the American security 

market, the acceptance, has 
steadily grown as a basis 
for credit and there is now 
$1,000,000,000 in these bills 
outstanding. Dr. Burgess 
shows what acceptances are 
coming to mean to banks in 
general, their importance in 
the credit structure of the 
nation and where they fit 
into the open market opera- 
tions of the Federal Re- 
serve System. A new fac- 
tor in the field of finance is 
definitely demanding atten- 

of funds. But to my mind one of the 
most definite of such contributions is 
that Reserve funds are called into use 
to provide a method by which Federal 
Reserve banks meet seasonal autumn 
needs. 

Every autumn, crop moving and holi- 
days require the addition of $200,000,- 
000 to $300,000,000 in the country’s cur- 
rency circulation. Before the passage of 
the Federal Reserve Act this extra cur- 
rency was drawn from bank vaults, par- 
ticularly in reserve cities, reduced bank 
reserves, and caused an autumn credit 
strain and higher money rates. Under 
present conditions there is hardly any 
autumn credit strain. 
A part of the reason is found in the 

ability of banks to borrow at the Re- 
serve banks to meet the extra currency 
demand. But additional borrowing is 
usually accompanied by firmer money. 
If the banks had to meet all the autumn 
requirements by additional borrowing, 
we should still have an autumn credit 
strain. What actually occurs is that in 
the autumn the amount of bills increases 

671 

Broadening of Bill Market is Expected. 

beyond the absorptive power of the mar- 
ket and they overflow into the Reserve 
banks (which follow the policy of stand- 
ing ready to buy the market’s surplus 
bills). Thus additional Federal Reserve 

funds are put into the money market 
without member bank borrowing. 

The immediate effect on the money 
market is much the same as a gold im- 
port. The amount of Federal Reserve 
funds called into use by this autumn 
overflow of the market’s surplus bills 
into the Reserve bank has for some years 
past provided on the average about two- 
thirds of the autumn requirements for 
Federal Reserve credit. It may be said 
truly that the operations of the bill 
market are largely responsible for elimi- 
nating the old autumn credit strain. 

Market Gained Funds 

to experience of the past autumn is 
illustrative. In August and Septem- 

ber money rates were decidedly firm, but 
instead of growing firmer still as the 
autumn advanced they eased slightly in 
October and November. Between August 
and November there was an increase in 
the requirement for Federal Reserve 
credit for currency and bank reserves 
amounting to about $200,000,000, but 
this increase in demand had no effect 
upon money conditions because the ac- 
ceptance holdings of the Reserve banks 
were increased by about $300,000,000. 

Because of a large volume of bills in 
the market and the high level of money 
rates, together with considerable liqui- 
dation of bills by foreign banks of issue, 
this large amount of acceptances found 
its way into the Federal Reserve banks. 
The net result was that the money mar- 
ket gained funds instead of losing, and 
money rates instead of becoming firmer 
became temporarily slightly easier. 

Purchases of bills by the Reserve banks 
were exceptionally large this year, for 
the reasons indicated. Ordinarily bill 
purchases are less than the total increase 
in requirements for Federal Reserve 
credit and member bank borrowings are 
increased $50,000,000 to $75,000,000 over 
this period. The increase in bill holdings 
is usually just sufficient to prevent any 
considerable firming in money conditions, 
and thus ordinarily acts as an important 
stabilizing force in the money market at 
the period when crops are being moved 
and holiday trade is getting under way 

The citing of this year’s experience in 
the bill purchases of the Reserve bank 
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compels us in candor to discuss one less 
satisfactory feature of the present devel- 
opment of the bill market in this coun- 
try, for the experience of this last 
autumn illustrates the truth, which I 
think all students of the market recog- 
nize that the American bill market is 
too dependent upon the Federal Reserve 
System. 

The investment demand for bills is so 
small that at times the Reserve System 
finds itself in the dilemma of either 
starving out the bill market or putting 
more of its funds into the money market 
than other aspects of credit policy would 
suggest. 

Last autumn, the volume of bills cre- 
ated was larger than ever before. At 

the present level of money rates almost 
the only demand for these bills has been 
from foreign buyers. If the Reserve 
banks had not been willing to follow 
their usual policy of taking at their buy- 
ing rate the surplus of bills offered to 
them, the dealers would have been forced 
either to refuse to purchase new bills at 
all, or at rates so high as to be pro- 
hibitive. 

On the other hand, the taking by the 
Reserve bank of bills offered involved 
putting into the money market some- 
thing like $100,000,000 more than sea- 
sonal credit needs required, which was 
used by member banks to liquidate a 
part of their indebtedness, and thus 

tended, in conjunction with gold im- 
ports, to ease slightly the money situ- 
ation. 

Early in the autumn the Reserve Sys- 
tem faced the dilemma of either starving 
out the bill market or else giving such 
substantial support as would tend to 
ease the money market. The System 
decided in favor of continuing to take 
bills rather freely. I think it is a rea- 
sonable interpretation of motive to say 
that this decision was influenced by the 
desire to assure an adequate supply of 
funds at reasonable rates for the au- 
tumn requirements of business and agri- 
culture. 

Time Will Help 

B"? the American acceptance market 
cannot be considered in a perma- 

nently satisfactory position while it is so 
largely dependent upon the Reserve 
banks. In saying this, I recognize that 
the acceptance market in any country 
is dependent on the bank of issue in 
emergencies. But the market in this 
country is in a different position from 
that of other countries in depending so 
largely upon the bank of issue for its 
regular supply of funds. 

Natural development will, I believe, 
operate gradually to improve the posi- 
tion of the acceptance market. The mar- 
ket is still young and a great many 
bankers and other investors in the 
United States are still ignorant of its 
very existence. Time will help to cor- 
rect that difficulty, but there are other 
tendencies at work which should broaden 
the market for bills. 

The amount of government securities 
outstanding is gradually diminishing. As 
the supply decreases it is reasonable to 
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believe that the rate of yield may de- 
crease relative to other market rates. 
Under these circumstances corporations 
and individuals now buying government 
securities may become investors in bills. 
It must be remembered also that the 
country’s wealth and investment ca- 
pacity will increase year by year. 

Changes in Methods 

NOTHER tendency which may well 
broaden the bill market is a gradual 

decrease in the amount of eligible com- 
mercial paper held by the banks of this 
country. Since 1920 the amounts of eli- 
gible paper held by national banks have 
diminished from $4,500,000,000 to less 
than $3,500,000,000, or from about 25 
per cent of total loans and investments 
to about 15 per cent, and the tendency 
is continuing. 

This is due undoubtedly to changes in 
methods of business finance. Urged on 
by bankers, many business concerns have 
liquidated their bank loans by selling 
securities. How far this tendency will 
go, no one can say. It depends in part 
upon money market conditions, but it is 
favored by current low yields on securi- 
ties, by the profit bankers make in these 
financing operations, and by the freedom 
from obligation to banks which it gives 
business men. 

In its definition of the eligibility of 
paper for rediscount, the Federal Re- 
serve Act hardly contemplated this 
change in American financing methods. 
Carried to an extreme, these changes 
may make necessary some modification 
of the Reserve Act. They will certainly 
tend to broaden the market for bank- 
ers acceptances as banks find it in- 
creasingly necessary to consider the pro- 
portion of their assets which is eligible 
for rediscount. 

For these reasons there appears to 
be ground for hoping that the continua- 
tion of present tendencies will natural- 
ly lead to an increase in the number 
of buyers of bankers acceptances and 
a decrease in the dependence of the 
market upon the Reserve banks. 

‘‘Bad Money’’ 

OR another aspect of the market’s 
development it is less easy to see the 

path of progress, and that is the supply 
of funds at reasonable rates to accep- 
tance dealers. The security markets in 
this country absorb so completely the 
supply of day-to-day money that there 
is little left over for the acceptance 
market. 
What is called “bad money” in Lon- 

don, money going begging at the end 
of the day, is practically non-existent 
in our market. This condition of affairs 
is due to the widespread practice in this 
country of buying securities on margin 
and borrowing most of the money from 
day to day. 

One of the largest of the London stock 
exchange houses reports that it has only 
five customers trading on margin, 
whereas in this country I suspect we 
have as many as five stock exchange 
houses with at least 10,000 customers 
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apiece trading on margin. I do not know 
whether under these circumstances jt 

will ever be possible to rearrange our 
money market in such fashion that day- 

to-day funds will not all be absorbed in 
stock speculation. 

Huge Gyrations in Prices 

WE pay the penalty for our methods 
by huge gyrations in security prices, 

which bring with them widespread go- 
cial and business disturbances. It may 
be that in time the present tendency to 
increase the margin requirements for 
stock speculation will proceed to a point 
where this use no longer absorbs so large 
a part of our surplus day-to-day money, 
but there is no present prospect of so 
delightful a solution of our problems, 
It may be that the introduction of short- 
term settlements on our stock exchange 
will, as a by-product, give us a supply 
of cheap day-to-day money for the bill 
market. 

This much, however, is sure: that the 
present organization of our money mar- 
ket is not one to be viewed with entire 
complacency. We should be able by study 
and experiment to improve it, and I 
should like to suggest that the banks 
issuing acceptances, and in that and 
other ways profiting from the market, 
have a peculiar responsibility toward the 
market. The future growth of the mar- 
ket will depend considerably on the ra- 
pidity with which these banks recognize 
the importance of buying bills them- 
selves and supplying the bill market with 
funds. 

Bills Often Declined 

RANSACTIONS of the Federal Re- 
serve System in United States Gov- 

ernment securities differ most notably 
from transactions in bankers acceptances 
in the location of the initiative of the 
operation. Bill dealers and banks initiate 
the sale of bills to the Reserve banks, 
and the Reserve banks in these opera- 
tions are to a large extent passive. Or- 
dinarily they stand ready to take bills 
at their buying rates. They feel some- 
thing of the same obligation in taking 
reasonable amounts of bills from banks 
and dealers that they feel in extending 
reasonable accommodation to member 
banks. The bill market is dependent 
upon some such support. 

This does not, of course, mean that 
the Reserve banks never refuse to take 
bills. Bills are often declined, particu- 
larly if they are green, newly made with 
distant maturity. It is also true that re- 
discounts are sometimes discouraged 
when a bank has been taking more than 
its share of credit from the Reserve 
System or borrowing for extended pe- 

riods. 
In contrast, government securities are 

purchased largely on the initiative of 
the Reserve banks. This is ‘not com- 
pletely true because the Reserve System 
has some obligation to dealers in gov- 
ernment securities, because of the impor- 
tance of the existence of an open market 
for these securities, and often find it 

(Continued on page 708) 
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Increase in business follows erection 

of York equipped building 
N THE spring of 1928, the Athol 
Savings Bank, Athol, Mass., 

built a new banking home and 
equipped it with two York vaults. 
A steady growth in business has 
followed. 

The two vaults, side by side, 
present an unusually attractive 
appearance. The Safe deposit vault 
is equipped with a heavy rec- 
tangular entrance and a steel lin- 

ing. Safe deposit boxes of several 
sizes have been installed to meet 
the requirements of the clients 
of this institution. The securities 
vault is also protected by a heavy 
rectangular vault door. 

The York organization is ready 
to extend equally satisfactory serv- 
ice to your bank. Write to our 
nearest branch office for detailed 

information. 

YORK SAFE AND LOCK COMPANY 
YORK, PENNSYLVANIA 

BALTIMORE 

BOSTON 

CHICAGO 

CLEVELAND 

HOUSTON WASHINGTON 

LOS ANGELES HONOLULU 

MIAMI HAVANA 

NEW HAVEN MONTREAL 

NEW YORK PARIS 

PITTSBURGH TOKYO 

PHILADELPHIA 

8T. LOUIS 

SAN FRANCISCO 

SEATTLE 

New building and York Vaults of the 
Athol Savings Bank, Athol, Mass. 
J . William Beal Sons, Architects. Taylor 

Wheeler Company, Contractors. 
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A Few Users 

You Know 

Union Trust Company, 
Cleveland, Ohio 

United States Nat’l Bank, 
Portland, Ore. 

Savings and Trust Co., 
Washington, D. C. 

Chicago Trust Co., 
Elyria, Ohio 
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Broadcasting Brought Business 
By MARK B. PECK 

Vice-President, Griswold-First State Bank, Detroit 

Astonishing and Immediate Results Followed a Series of Weekly 

Talks on the Air in Which there was Included an Offer. Bank 
Finds Experiment Produces Steady Growth in Accounts. Listen- 
ers-in Like Lessons on Finance Pointing theWay to Independence. 

F you have a message you want to 
put over, you must either draw a 
crowd to yourself or go where the 
crowd is. 

Take Detroit, for instance. Our bank 
realized what a splendid thing it would 
be to give some friendly financial advice, 
at frequent intervals, to as many hun- 
dred thousand of Detroit’s citizenry as 
possible. The officers of the bank were 
persuaded that, if the right kind of 
advice were given to the masses, 
“touching on and appertaining to” ways 
and means to promote their financial 
progress and well-being, an interested 
audience might be assured. 

Now, had we hired the largest hall 
in town and spread the invitation abroad 
through usual publicity measures, we 
would have no doubt, talked to many 
empty seats. After a hard day’s work 
people are disinclined to go blocks or 
miles just to hear someone talk. 
Especially in these modern days when 
without stirring from their firesides, 
they can turn a dial and take their 
choice of entertainment, enlightenment, 
or education. 

Went Right to Them 

HE radio is giving a new meaning to 
the word “crowd.” Instead of an 

assemblage of people in one place it may 
well be visualized as an assemblage at 
numberless places, all listening, how- 
ever, to the same voice or sounds. In 
Detroit alone there are about 265,000 
receiving sets, with probably an aver- 
age of from three to five listeners each. 
That is a mighty crowd, in the aggre- 
gate a vast assemblage. And beyond the 
fringes of that circle is another vast 
crowd, throughout Michigan, over into 
Canada, down into Ohio and, as we have 
reason to know, even in more remote 
states. 

There was our crowd, among them 

many of the thousands of depositors of 
the bank. We have reason to believe 
that many of our own depositors were 
in the crowd to which we went, once a 
week, in thousands of homes. And in- 
stead of trying to draw them together, 
we went right to them, finding, we are 
assured, a hearty welcome. 

Systematized, planned-in-advance 
broadcasting for thirty-odd weeks has 
turned the medium of the radio, at least 
with our bank, from a speculation into 
a certainty. Let me tell first, in part, 
what it has accomplished so far, for we 

Radio Surprises 
A SIMPLE recital of the 

results obtained by a 
bank that went on the air 
regularly and reached an 
army of depositors in their 
homes through the medium 
of the loud speaker. Asa 
business getter the radio 
proved a surprise and, what 
may be a surprise to many 
banks, the reactions to 
bank broadcasting are cap- 
able of definite proof as to 
value. There is food for 
thought in this article. ‘ 
Of special interest is the 

effectiveness of the plan to 
get action from the audi- 
ence. 

are keeping right on; then I will 
describe the medium we used. 

New Accounts Increase 

| geese si in order to test the public 
reaction to radio talks, and partly 

to help interested listeners get a more 
lasting benefit from them, we had the 
announcer offer, at the close of each 
talk, a pocket “Guide Book to Independ- 
ence.” This booklet contains the ten 
rules of economic independence and per- 
sonal financial success, which form the 
background, or the “heads” of the talks. 
Each of the rules is elaborated on suc- 
cinctly in the booklet. 

It was stated clearly by the an- 
nouncer at the close of each talk that 
anyone could have a copy of this pocket 
Guide Book on request at the savings 
department of the main bank or any 
branch. It was also stated that anyone 
who could not call conveniently might 
send his request by mail, accompanied 
by a self-addressed return envelope. 
We did not ask. that it be stamped. 

Since the bank began broadcasting, 
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nearly 10,000 people have found their 
way to the savings department of the 
main bank or of a branch, or have writ- 
ten in for copies of the Guide Book. 
Judging from the great increase in new 
accounts, it is obvious that many made 
their call the occasion, also, of opening 
accounts. Many depositors also asked 
for their copies when making deposits. 

Reaction Astonishing 

N the evening of Nov. 5, 1928, the 
night before election, when we were 

competing with Hoover, Smith, Hughes, 
and other political speakers; and when, 
also, the populace was agog over pol- 
itics, we delivered a talk of unusual 
interest. It suggested a plan whereby 
one could create a $13,000 family estate 

on a foundation of weekly deposits of $5. 
The idea is to start with a moderate 
amount of life insurance, and deposit five 
dollars a week for five years. After pay- 
ing the premium, invest the balance 
each year in good bonds, adding the 
bond interest to the fund being created. 
At the end of five years, with a pre- 
sumably larger income, the weekly de- 
posits are to be increased to ten dollars, 
and more insurance taken. It was shown 
how, by this process, bonds and insur- 
ance might be acquired on a ten-year 
program approximating $13,000. 

As the nature of this particular talk 
demanded the quotation of some figures, 
it was realized that about all that could 
be accomplished on the air was to show 
results in a general way, and get people 
thinking. However, in order that per- 
sons really interested might have an 
opportunity to study the plan in detail, 
reprints of the talk were made, and with 
some trepidation an order for 2,500 
copies was given the printer. Up to 
date 12,000 copies have been used. 

The reaction to this talk was astonish- 

ing. More than 9000 listeners either 
called or wrote for copies of it. The 

applicants were about equally divided 
between men and women. The life in- 
surance underwriters requisitioned many 
thousand copies, but this distribution 

was confined to about 200 each. One 
agency alone asked for 3000 copies. 

One underwriter reported that he was 
in the home of a prospect listening in 
while the talk was being delivered, and 
that it was largely instrumental in his 

closing a $50,000 life insurance trust. 

(Continued on page 698) 



Potential Powers of Federal 
Reserve Rates 

By W. M. KIPLINGER 

Drastic Credit Control Policy Proposed for Reserve System. 
Thought Within System Turns to Possibility of Influence on 
Money Market Being Enhanced by Sharp Changes in Rediscount 
Rates Instead of Gradual Upward Adjustments As In the Past. 

T is easy to say that the Federal 
Reserve System “failed” to control 
the use of its credit and to pre- 
vent the diversion of its credit into 

stock speculation during the past year. 
There is no outright way of denying the 
assertion except with qualifications, 
which in themselves constitute an ex- 
planation that the Federal Reserve Sys- 
tem is not so organized nor empowered 
as to exercise as close control over the 
use of its credit as many would wish. 
Thus a qualified denial becomes a quali- 
fied admission. 

Without going into the complicated 
question of whether the System has or 
has not controlled credit beneficially to 
the interest of the entire country, cer- 
tain points need be given careful con- 
sideration now that another year has 
begun. 

The high volume of brokers’ loans a 
year ago was responsible for the La- 
Follette resolution, yet the present vol- 
ume is so much higher as to make the 
figures of that time seem almost trifling. 
This is not escaping attention in Con- 
gress. The critical attitude represented 
by the LaFollette resolution still re- 
mains. 

Legislation Doubtful 
TT LaFollette resolution proposed 

“that the Federal Reserve Board 
should immediately take steps to restrict 
the further expansion of loans by 
member banks for speculative purposes, 
and as rapidly as is compatible with 
the financial stability of the nation re- 
quire the contraction of such loans to 
the lowest possible amount.” The reso- 
lution also proposed that the Federal 
Reserve Board recommend legislation, 
if any is needed, “to prevent the future 
use of the funds and credit of the Fed- 
eral Reserve System for speculative 
purposes.” 

The LaFollette resolution was not 
adopted, but the idea behind it is still 
active, as, it is expected, will be demon- 
strated during the current session of 
Congress. It seems doubtful that there 
will be any important legislation on the 
subject this winter, but the persistence 
of the question makes it entirely prob- 
able that there will be some new legis- 
lation in the new Congress, a year hence, 
bearing upon the control by the System 
of its credit. 

A Radical 
Departure 

EDISCOUNT rate in- 
creases of the future 

made mainly for the pur- 
pose of checking specula- 
tive activity in the stock 
market or in any other field 
of enterprise may be by a 
full 1 per cent, according 
to Mr. Kiplinger. This 
would be a radical depart- 
ure from the past policies 
of the Federal Reserve Sys- 
tem under which rate in- 
creases have been made by 
14 per cent at a time. The 
effect of such a change 
would be to increase sub- 
stantially the System’s in- 
fluence over brokers’ loans. 

Whether ultimate legislation will be 
drastic or mild and conservative de- 
pends somewhat on the future course 
of the stock market, the effect-to-be- 
demonstrated of the use of great vol- 
umes Of speculative credit on industry, 
agriculture and trade (omitting stock 
dealing for the present from the term 
“trade”), and the activity of thought 
among conservative financial authorities 
on the subject of what degree of con- 
trol could and should be exercised by 
the Reserve System. “Could” and 
“should” are two separate questions. 

Speculators Undeterred 

HE “could” question comes first. 
The Federal Reserve System prob- 

ably has not used its positive powers 
as forcefully as it might have done 
during the last year. Negatively it has 
tried to restrict the total volume of 
credit, of which a large portion was 
known to be headed for use in stock 
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speculation. It has permitted the out- 
ward flow of $500,000,000 of gold with- 
out pumping additional credit into the 
market through purchase of govern- 
ment securities. The wise heads in the 
System thought the natural effect of a 
smaller credit base would be to diminish 
the volume of credit superimposed on it 
sufficiently to tighten money. So it did. 
Tight money did not result, however, 
in a net handicap to stock speculation. 
At least the handicap was not evident, 
although doubtless the tide of specula- 
tion would have been even stronger if 
the System had not adopted its negative 
restrictive measures. 

Warnings were used gently. Spokes- 
men for the System repeatedly said in 
public that, although it was not their 
responsibility to control the stock mar- 
ket, yet a relative inflation did exist, 
and those who chose to speculate must 
expect to do so at their own risk and 
with full knowledge that the credit 
structure was overexpanded. This did 
not deter speculators. The force of 
speculation was stronger than the force 
of guarded admonitions. 

Future Policies 

_- rediscount rate was applied, be- 
ing raised by easy stages of % per 

cent three times, from 3% to 5 per cent 
in eight districts of the east, the four 
western districts stopping at 4% per 
cent. The important point for consid- 
eration at this time is that the increases 
were by only % per cent at a time. 
If the men in control of the System 
had it to do over again, they might 
have jumped the rate from 4 to 5 per 
cent. This was suggested by some at 
the time, but caution prevailed, prompt- 
ed by the thought that the gradual 
tightening would have substantially the 
same effect as a drastic 1 per cent in- 
crease. Now, with hindsight, it is ap- 
parent that increase from 4 direct to 
5 per cent would have magnified the 
warning voice of the System managers 
many times over. 

It is not unlikely that this is one 
lesson, learned from the unprecedented 
conditions of the past year, which will 
have a permanent place in the future 
policies of the System. Rediscount rate 
increases made mainly for the purpose 
of repressing inflation in the stock mar- 

(Continued on page 705) 
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PLACE A 

TELAUTOGRAPH 

IN YOUR 

TELLER’S CAGE 
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AMERICAN BANKERS ASSOCIATION JOURNAL 

WITHOUT TELAUTOGRAPHS THERE WILL ALWAYS BE CONGESTION 
UNLESS 

YOUR TELLERS “TAKE A CHANCE” ON ALL CHECKS PRESENTED FOR 
PAYMENT!! 

With telautographs, your tellers merely write 
the depositor’s name—his handwriting instantly 
appears on a telautograph before the bookkeepers. 
The latter will reply in the same manner so 
quickly the teller will KNOW the exact amount 
of the balance before he can have counted the 
money twice. And the handwritten record, in 
indelible ink on an “endless” roll of paper, will 
remain at each point to fix responsibility when 
either the teller or bookkeeper errs. Knowing 
the latter to be true, your tellers and bookkeepers 
will be more efficient. 

TELAUTOGRAPH STATIONS § (oxnNOERr 

SPEED WITH SAFETY — DEPOSITORS NOT EMBARRASSED 

If your tellers do investigate certain accounts 
before cashing checks, the lines are bound to form 
because the space before the windows will be 
blocked by the very depositors whose accounts 
are being questioned and whether the teller’s in- 
vestigation is carried on by telephone, through a 
conveyor or by a personal visit to the books, they 
(the depositors) are visibly embarrassed and the 
other depositors in line lose valuable time. 
Neither of these handicaps to the bank help to 
build good will. 

COST BUT 28 CENTS PER DAY 

SEND FOR OUR BOOK, “THEY SHALL NOT PASS”—NO OBLIGATION, OF COURSE 

TELAUTOGRAPH CORPORATION | 
General Offices and Factory: 

WE HAVE 44 BRANCHES MORE THAN 1000 
BANK USERS NOW 16 WEST 61st ST., NEW YORK, N. Y. 

When writing to advertisers please mention the American Bankers Association Journal 
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In many of America’s 
greatest banks 

National Posting Machines are 
providing a new protection 

In the savings departments of many of the most prominent banks 
in the country, both depositor and bank are getting a new service and 
protection with National Posting Machines. Following are a few of 
the many who have chosen this new system which eliminates the 
weaknesses of pen and ink posting: 

' Anglo-California Trust Co., San 
Francisco, Calif. 

Bank of Nova Scotia, Montreal, 
Que., Canada. 

Federal-American National Bank, 
Washington, D. C. 

Harris Trust Co., Chicago, Ill. 

Northern Trust Co., Chicago, III. 

Equitable Trust Co., Baltimore, Md. 

Atlantic National Bank, Boston, 
Mass. 

First National Bank, Boston, Mass. 

First National Bank, Kansas City, 
Mo. 

Marine Trust Co., Buffalo, N. Y. 

Broad & Market National Bank, 
Newark, N. J. 

National Bank of Niagara & Trust 
Co., Niagara Falls, N. Y. 

Dayton Savings & Trust Co., Day- 
ton, Ohio. 

Provident Savings Bank & Trust 
Co., Cincinnati, Ohio. 

Frankford Trust Co., Philadelphia, 
Pa. 

Guarantee Trust & Safe Deposit 
Co., Philadelphia, Pa. 

National Copper Bank, Salt Lake 
City, Utah. 

First Wisconsin National Bank, 
Milwaukee, Wis. 

information on this new machine write or wire the 

National Cash Register Company. 
For detailed 
Accounting Machine Division, The 

THE NATIONAL POSTING MACHINE 
Product of The National Cash Register Company 

When writing to advertisers please mention the American Bankers Association Journal 



The Condition of Business 
Optimistic Forecasts Prevail for Industry and Trade. High 

Money Rates and Strained Credit Situation Disregarded. Corpo- 

ration Earnings in 1928 Will Aggregate Ten Per Cent Above 1927. 
Bond Market is Under Pressure and New Financing Curtailed. 

MID the flood of optimistic year- 
end forecasts for industry and 
trade there seems to be a dispo- 
sition to sidestep the money 

market problem entirely, or, at best, to 
pass over it with the assurance that 
after the turn of the year normal rates 
will doubtless again prevail. 

If there was any doubt during the past 
several weeks as to whether the limit of 
credit expansion was being approached, 
the danger signals of high prices 
should by this time be plain. There 
appear no grounds for expecting or hop- 

ing for any material easing in the money 
market unless and until there occurs a 
reverse movement of one or more of the 
factors that caused the over-expansion, 
namely, decreased commercial loans, im- 
port balance of gold or liquidation of se- 
cured loans. 

Fundamentally Sound 

T is a source of satisfaction, however, 
to know that in the face of whatever 

developments may come in the money 
situation and the stock market, general 
business conditions are fundamentally 
sound, including the whole range of man- 
ufacturing and trading industries with 
few exceptions. Industrial activity 
reached a high level last fall and still 
holds the pace. Steel production exceeded 
50,000,000 tons for the first time in his- 
tory. Automobile manufacturers are an- 
nouncing plans for expansion in plants 
and production, and 8,000,000 cars and 
trucks would be turned out this year if 
the schedules are adhered to, which they 
will probably not. Copper producers have 
integrated their industry, controJled pro- 
duction, cooperated in exporting and are 
enjoying real prosperity. Building con- 
struction has grown fourfold in a decade 
and 1929 may see some slowing up, since 
mortgage money cannot compete with 
Wall Street. 

Retail trade had a big Christmas sea- 
son and the full year’s sales will show 
an average gain of perhaps 15 per 
cent for chain stores, department stores 
and mail-order houses. Stock-taking at 
the beginning or end of this month will 
doubtless show inventories moderate, for 
hand-to-mouth buying is maintained. 
Wholesalers and independent retailers 
are put to making more thorough studies 
of their merchandising problems than 
ever before. 

Industrial profits as a whole for 1928 
should aggregate about 10 per cent bet- 
ter than 1927, and slightly above the 
previous record year, 1926. Public utili- 
ties continue their steady gain, and rail- 

road earnings recovered to about mid- 
way between 1927 and 1926. 

Industrial Production at 
High Pace 

FEY years have started off with in- 
dustrial production at such high pace. 

November and December attained new 
records in numerous lines and the steady 
gain from the mid-year was broadly dis- 
tributed, the only laggards being cotton, 
silk, chemicals and lumber. 

Leading copper producers have inte- 
grated the industry in large degree, 
which, combined with their better control 

of mining and smelting output and their 
cooperative export organizations have re- 
sulted in the highest metal price in sev- 
eral years. ‘ 

Steel furnaces in 1928 produced more 
steel than in any other year in history, 
exceeding 1927 by approximately 14 per 
cent and amounting to 50,000,000 gross 
tons for the first time. Over the holi- 
days there was less than the usual lull, 
and the strength of prices of pig, scrap 

and finished products as well as a large 
back-log of unfilled orders, forecast an 
active first quarter this year. Farm im- 
plement sales continue to gain and it will 
take years to modernize farm equipment 
throughout the country. 

Most impressive plans for automobile 
production are being announced with the 
majority of companies expanding plant 
facilities in order to increase output, 
lower costs and meet competition. If 
each individual company should produce 
as many automobiles and trucks in 1929 
as is now “estimated,” their combined 
total would be millions more than have 
been sold in any year. Ford has steadily 
stepped up production to 7.500 units 
daily and may make about 2,100,000 cars 
this year, of which 300,000 will be sold 

abroad. In the first year of the new 
model, ended December 2, sales amounted 
to 704,699 cars and trucks. 

Chevrolet plans to produce over 1,250,- 
000. Willys-Overland announces a sched- 
ule of over 600,000. So on down the line 
of leading producers—Buick, Chrysler- 
Dodge, Hudson-Essex, Studebaker, Pierce- 
Arrow, Nash, Packard, Chandler-Cleve- 
land, Cadillac, Oakland, Oldsmobile, 
Hupmobile, etc. Easily 8,000,000 to even 
10,000,000 cars and trucks could be pro- 
duced if all plants run at capacity, or 
more than twice the number ever sold in 
a year. Competition for markets will 
doubtless force a curtailment of such op- 
timistic schedules even before the spring 
buying season arrives. Export trade is 
absorbing an increasing number of cars 
and trucks but demand from this quarter 
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in 1929 can hardly be expected to exceed 
500,000 cars. 

Building construction attained a new 
record in 1928 with contract awards ap- 
proximating $7,000,000,000. In ten years 
the nation’s building expenditure has 
grown fourfold. With high money rates 
curbing speculative building in the cities, 
the current year will do well if it equals 
1928, even though certain large engineer- 
ing projects now contemplated, such as 
the electrification of eastern railroads, 
offset any decrease that might occur in 
the building of residences, offices and 
factories. 

Petroleum and gasoline output con- 
tinues to establish new records each year 
and there has been some recovery in both 
prices and earnings. Cooperative action 
among leading producers to control drill- 
ing will assist in stabilizing the industry. 
On the other hand, the recent discovery 
of new fields rather discourages hopes of 
material improvement in the immediate 
future. 

Retail Trade Closing Big 
Year 

ANUARY 31 is the natural fiscal year 
for retail merchandising organiza- 

tions since December, with its holiday 
trade, usually brings the largest sales, 
and is followed by clearance sales in 
January so as to liquidate inventory and 
pay off accounts and notes before draw- 
ing off annual statements. 

It is very difficult to secure exact in- 
formation as to the situation of the in- 
dependent retailer, but such reports as 
are available indicate that his business 
is fair, with, of course, numerous good 
and bad exceptions, but that the large 
chains and department stores hold their 
advantage. 

Reliable estimates place the gain in 
sales of these large organizations at 
around 15 per cent for the year, and the 
same would apply to Sears Roebuck and 
Montgomery Ward, which are opening 
chain stores to regain the loss in volume 
suffered by the mail-order departments. 

Christmas buying is reported up to 
expectations and the sharp break in the 
stock market apparently occurred too 
late in the month to have any serious 
effect on holiday buying. 

This year will see more attention 
given to distribution problems than ever 
before. Old-time merchants are being 
forced for the first time to analyze their 
own business through every detail, the 
same as the technical and sales research 
departments of progressive manufactur- 
ing organizations have been doing. Con- 
gress will doubtless appropriate several 
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million dollars for taking a Census of 
Distribution, similar to the Census of 

Manufactures. Trade associations of 
wholesalers, jobbers, retailers are, with 

few exceptions, studying their particular 
lines in a scientific way, establishing 
standard ratios of inventory turnover, 

credit extension, advertising and selling 

expense, depreciation charges, plant out- 

put, profit on sales and return on in- 
vested capital. The most important part 
of a general store used to be the stove; 
now it is the budget. 

Managers of food purveying chain 
store systems throughout the United 
States see present conditions as excep- 
tionally sound and as preparing the way 
for a nation-wide era of unparalleled 

prosperity in 1929. A symposium in the 
last issue of Food Chain Store Merchan- 
dising reveals a unanimity of optimistic 
opinion. Different executives emphasize 
the favorable conditions from the stand- 

point of politics, agriculture, manufac- 
turing, trade, and labor—all pointing to 

a greater national prosperity than we 
have yet experienced. 

Profits Increase But Ir- 
regularity Persists 

HERE seems no necessity to revise 

our forecast of last month that cor- 
poration profits in 1928 will run ap- 

proximately ten per cent ahead of 1927, 
and probably will exceed the record year 

1926, by a small margin. Such reports 
for the full year that have already been 
published, including concerns whose fis- 
cal period ends November 30, October 31, 
etc., are in line with expectations. Fol- 
lowing is a tabulation of reports issued 

to date, containing some fifty industrial 
and trading corporations representing 

various lines, also preliminary figures on 
railroads and public utilities: 
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The Fallacy of Restricted 
Production 

HOSE who have followed these tabu- 
lations during the current year will 

recall that the 1927 reports as compared 
with 1926 showed the same sort of ir- 
regularity, but in different lines. In 
1927 there was a severe slump in earn- 
ings of steel companies, oil producers and 
meat packers, but this was offset by 
gains in the cotton and woolen indus- 
tries, sugar and rubber. 

This year, however, the situation has 
again shifted. The sugar industry has 
fallen back again into real depression, as 
a result of the break-down of Cuba’s 
scheme of restricting production. It is 
as remarkable as it is distressing, how 
this imaginary cure-all, predicated on 
artificial regulation and economic falla- 
cies, is tried in one industry after an- 
other, by one country after another, 
always with the same, inevitable, dis- 
astrous results. If we live to see the day 
when this heroic but pathetic resort will 
not be tried by so-called practical busi- 
ness men, zealous ,législators and the 
impatient, well-meaning public, it-will be 
a Golden Age indeed. 
A year ago crude rubber was selling 

around 42 cents per pound; two or three 
months later it was 18 cents. Naturally 
the tire manufacturers who had made 
large commitments for future supplies 
were caught, and suffered terrific losses 
the first half of the year which were only 
partly made up in the second semester. 
After having been caught in the same 
way only a few years before, one would 
think that these large companies would 
not be loaded up with raw material 
future contracts, at a time when there 
was no possibility of a shortage, when 
the British Stevenson Act had broken 
down and its abandonment certain. 

Cotton goods manufacturing also suf- 
fered a setback, due to overproduction 
and restricted demand. On the other 
hand, petroleum earnings turned up- 

Corporation Earnings 

No. Industry 

Amusements 

Apparel, etc. 

Auto accessories 

Cement, glass, etc. 
Chemicals 
Coal 

Flour and bakery 

Food prod.—misc. 
Heating and plumbing 

Leather and shoes 
Machinery 
Meat packers 

Merchandising 
Metals—non-ferrous 

Printing and publishing 

Rubber 

Silk 
Sugar 
Tobbaco 
Miscellaneous ae a ee ee ee ee ee 

Mfg. and trading 
Railroads 
Tel. and tel. 
Other pub. util. 

Grand total 
*Preliminary. 

Fiscal Years—000’s Omitted 
1926 1927 1928 

$5,704 $7,591 $12,758 
2,542 2,116 1,862 
2,793 3,981 2,779 

10,317 7,261 4,282 
6,264 7,295 8,864 
546 599 728 

1,177 2,207 1,059 
995 1,099 1,565 

5,481 3,853 4,931 
836 Def. 51 540 

1,324 1,881 1,452 

4,531 3,841 4,775 
4,053 2,354 2,567 
1,568 1,671 1,508 
782 367 65 
346 396 475 

6,920 15,769 8,380 
153 272 385 

1,684 9,045 6,186 

1,178 940 634 
263 296 339 

72,783 
1,085,917 
230,540 
775,177 

66,132 
*1,156,145 
*250,636 

715,153 *859,000 

$2,207,256 $2,164,417 $2,331,913 

January, 1929 
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ward, also iron and steel machinery and 
electrical equipment, while the gain jn 
copper mining was particularly good. 
Amusement companies are doing very 
well, and such lines as chain store mer- 
chandising and foodstuffs maintain their 
steady growth. 

Railroad earnings made an even 
greater recovery during the last half- 

year than was anticipated, while the 
light and power systems, also the asgo- 
ciated telephone and telegraph systems 
gained 10 per cent on an average. 

Repeatedly have we emphasized this 
selectivity in industry, illustrating the 
constant readjustment going on in in- 
dividual lines in contrast with the for- 
mer general swings in cycles of pros- 
perity and depression. Our securities 
markets have been broadened in the 
same way—hence the striking situation 
of a single day witnessing a score of 
new highs for certain issues and new 
lows for others. This is the new eco- 
nomics, the new theory of stabilized 
prosperity. 

High Money Rates Confirm 
Credit Strain 

I’ any bankers, and brokers, too, are 
not yet convinced that the credit situ- 

ation is strained, an examination of pre- 
vailing high money rates will show that 
this banking barometer or thermometer 
indicates an abnormal condition, persist- 
ing for several weeks now. 

Fluctuations occur daily and hourly, 
but the following table of interest 
charges at the beginning of the new year 
shows a striking contrast with January, 
1928. 

1928 

5 15 
4%@% 7% 

5% 

4% @% 

ceptances 4he 7 
Federal reserve redis- 

counts 3% 5 

1929 

Call loans 
Time loans, 90 days 
Commercial paper, best .. 
Bankers acceptances, 

Such rates as these are obviously ab- 
normal. They are not commonly found 
in a period of prosperity, unless it be in 
the final stages. According to past ex- 
perience it would appear that such a 
“temperature” cannot be endured indef- 
initely either by a human or economic 
organization. 

Probably the chief factors are four in 
number, none of them new, all of them 
familiar to readers of this review, to 
wit: (1) Rapid expansion of bank credit, 
principally in secured loans which have 
no definite maturity and are not self- 
liquidating. (2) At the same time a loss 
of gold reserves through exports, taking 
away the foundation of credit while the 
superstructure was being expanded. (3) 
Underlying conditions in manufacturing 
and trade undeniably sound, with an 
immense volume of production balanced 
to demand and earnings generally satis- 
factory. (4) Securities markets bid up 
by unprecedented speculation, out of pro- 
portion to probable earnings during the 
next year or two at least. 

Out of the multitude of factors in the 
money situation that are being discussed 

(Continued on page 720) 
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REMOVE THE DOUGT 

“STANDARD Services” 
provide a flexible, far-reaching sys- 
tem of investment information for 
bankers, brokers and all other ex- 
ecutives who must watch the trend 
of securities and business. STAN- 
DARD is not a tipping agency. If 
it were, we could not refer you to 
ANY large bank in any large 
American city. Included among our 
20,000 clients are all the largest 
banks and financial houses in North 
America. Ask your correspondent 
bank for an opinion of this com- 
pany and the quality of the infor- 
mation it furnishes. 

Do YOUR Clients Ask You 
Such Questions as These @ 

“Would you hold U.S. Steel Common?”. . .“Do you think 
I should buy Southern Railway?”...“Shall I sell my Gen- 

.eral Motors now?”...“Is Timken Roller Bearing worth 
its present price?”...““What shall I do about this or that 
stock?”...“Is the stock market going higher or lower?” 

F your clients lean on you as heavily as do those of most bankers, such 
questions are being put up to you every day—perhaps several times a 

day. Often it is extremely hard to answer them conservatively and intel- 
ligently. Often you are quite properly reluctant to assume responsibility 
for advice of this sort. 

Yet—you can’t dodge the questions. And, in most cases, it is not good 
business to answer evasively or to refuse to answer them at all. If you 
do refuse, a competitor may not. Then his bank will gain goodwill, and 
add to its depositors, at your expense! 

How Shall You Solve This Problem? 
Many bankers have solved it by 
placing the responsibility on STAN- 
DARD service. This enables them 
to pass on to their clients the opin- 
ions of the largest statistical organ- 
ization in the world—with a staff of 
nearly 500 people—engaged solely in 
collecting, analyzing and interpreting 
business and financial information. 

These bankers know that back of 
STANDARD’S opinions is a com- 

—a knowledge based on 22 years’ 
experience. 

Every known fact about each stock 
is carefully considered. Nothing that 
may have a bearing on its value is 
overlooked. Analyses are based on: 

—the general business situation; 

—state of the stock market; 
—position of the company in its industry; 

—conditions in that industry; 

—facts disclosed by company’s 

—other facts relating to internal affairs of 
the company; 

—extent to which the stock has discounted 
past and potential earnings, etc. 

Why not put it up to STANDARD 
service to answer the questions of your 
clients—to their satisfaction and yours 
—and with a minimum demand on 
your time? 

You can put this service to the acid 
test of actual use, at no expense to 
you, for a sufficient period of time to 
thoroughly prove its value. 

Free Trial Offer 
Write for details of our FREE TRIAL OFFER. 
While this offer lasts, you can test this STAN- 
DARD service at our expense. No charge to 
you—no obligation whatever, except to return 
the service, at our expense, if it doesn’t prove 
itself an indispensable addition to your present 
business equipment. 

Below you will find the most valuable Cou- 
pon you have ever clipped. 

prehensive knowledge of industrial, MAIL THIS COUPON NOW 
financial and stock market conditions ame Ge Ge ee 

STANDARD STATISTICS CO., Inc. p39 
STANDARD STATISTICS CO., Inc. 200 Varick Street, New York 

oa a . . Please send me full particulars of your FREE 
The Largest Statistical Organization in the World } TRIAL OFFER of Standard Trade and Securities 

200 Varick Street, New York i 
Service. 

When writing to advertisers please mentign the American Bankers Association Journal 

income accounts and bal- 
ance sheets; 

a eed 

i cen ces ae 
RRR! oe RMR SREB kl en WE) opis AE SIRE, on 



AMERICAN BANKERS ASSOCIATION JOURNAL January, 1999 

‘ . . 

‘A Chicago Office For Your Bank 

An office which will compile data for you or your customers on any finan- 
cial or business subject, drawing on a completely equipped Research 
Department, originally developed for our own use. When the desired infor- 
mation is not in its own files, this bank will write, wire or cable for it. 

) \ 

When Your Customers 

Ask For Business Data 

That Is Hard To Get— 

: 

| 

you will find that it is quick and 
convenient to turn the whole prob- 
lem over to Central Trust Company 
of Illinois and to rely on it to get you 

accurate facts promptly—just as 
though this were, in fact, your 
Chicago office. 

CENTRAL [RUST 
COMPANY OF ILLINOIS 

125 W. MONROE STREET at LaSALLE 

CHICAGO 

When writing to advertisers please mention the American Bankers Association Journal 
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New Uses for Anti-Trust Laws 
By ABRAM F. MYERS 

Chairman, Federal Trade Commission 

Sherman Act Seen as Help Not Hindrance to Modern Business. 
Interpretation of Law Has Undergone Transition. Mergers or 
Consolidations no Longer Objects of Suspicion. 
Methods and Business Ethics Now Chief Field for Trust Law. 

BOUT the time of each national 
election there springs up an 
agitation for the repeal or gen- 
eral overhauling of the anti- 

trust laws. The clamor has been in- 
creasing in intensity in recent years, 
and never was so great as during the 
recent campaign. 

Economists, experts and pseudo-ex- 
perts thunder their war cries for the 
scalp of the Sherman Law. From the 
outskirts of finance and trade come 
echoing shouts. Yet it is a striking 
fact that in the ranks of the articulate 
abolitionists but few bankers and busi- 
ness men are to be found. It is highly 
desirable, therefore, that the leaders of 
finance and industry should give this 
question their most earnest considera- 
tion before succumbing to the rallying 
calls of the vociferous. 

The reasons for the Sherman Law 
were not economic merely, but were so- 
cial and political as well. The prospect 
of monopoly privileges and the desire 
for promotion fees had led to the forma- 
tion of so many huge combinations that 
there was a well-founded fear that all 
competition would be suppressed, that 
independent business men would become 
the mere servants of the combinations 
that had absorbed or crushed them, and 
that the public would be placed at the 
mercy of a few great kings of industry 
possessing the uncontrolled power to fix 
prices of the necessaries of life. 

Practised Extortion 

TRANGE as this language may seem 
it is but a paraphrase of the 

speeches of statesmen venerated for 
their balance and vision, and illustrates 
the extremes to which even the most 
conservative may be moved in inveigh- 
ing against any threat to the national 
ideal of liberty, which has its founda- 
tion in the economic independence of the 
people. 

It must be remembered that the trusts 
which gave rise to the basic anti-trust 
law were not organized to promote effi- 
ciency, effect economy or achieve co- 
hesion. They were organized on a scale 
that was huge and were financed in a 
manner that was wild. They practiced 
extortion and oppression and their trails 
were marked by the bleaching bones of 
their competitors. 

Neither was the Sherman Law aimed 
at trade association activities nor at co- 
operation between the members of an 

New Light 
HERE is given here 
some new light upon an 

old, and sometimes sore, 

subject. Much has _ been 
heard against the Sherman 
Act, little in its behalf. 
The chairman of the Trade 
Commission shows how 
there has developed a need 
for anti-trust law as an aid 
to the development of bet- 
ter business’ practices, 
which make for better busi- 
ness conditions. New ideas 
replace the old-fashioned 
fear of big business. He 
describes a problem for 
which it is probably the 
only possible remedy. 

PTT 

0 

industry to promote healthy stabiliza- 
tion and to proscribe unethical and un- 
economic practices, for the reason that 
such activities were comparatively un- 
known at the time the act was passed. 
That the Sherman Act both as an 
active weapon and as a deterrent had 
largely achieved its real purpose, no one 
will deny; that a return to the evils at 
which it was aimed is unthinkable, ali 
will agree. 

Formula Is Ideal 

yt public policy of the United 
States, as gleaned from the statute 

books, is summed up in the formula 
“competition at home, combination 
abroad.” The anti-trust laws while pre- 
scribing free and open competition in 
the domestic market, encourage combi- 
nation in the export trade. On paper, 
the formula is ideal. Competition in 
trade and commerce to the water’s edge, 
as a spur to efficiency and for the pro- 
tection of our own citizens; combination 
in the foreign trade to meet the chal- 
lenge of the state monopoly, the comp- 
toir and the cartel. That it is success- 

683 

Competitive 

ful is attested by the ever-increasing 
volume of American foreign trade, 
which is not due merely to the fact of 
combination, a privilege that has been 
availed of by surprisingly few industries, 
but to the salutary policy of competi- 
tion which has kept American industry 
efficient and alert and has protected it 
against the mummifying effects of uni- 
fied operation. 

What are the hardships imposed on 
American business by the anti-trust 
laws which have given rise to so much 
clamor for their repeal? Are they real 
or are they imaginary? Certainly the 
anti-trust laws do not cramp the normal, 
orderly expansion of business. They do 
not prevent the consolidation of inde- 
pendent units for the promotion of effi- 
ciency of production and economy of dis- 
tribution. 

Rights Clearly Defined 

6 gma Supreme Court has twice held 
that the Sherman Act does not pro- 

hibit the merging of competing plants 
for sound business reasons, regardless of 
the size of the resulting combination, so 
long as the power acquired is not used 
to oppress competitors or to exploit the 
public. Section 7 of the Clayton Act 
forbids the acquisition by one corpora- 
tion engaged in interstate commerce of 
the whole or a part of the capital stock 
of another corporation similarly en- 
gaged, where the effect may be to sub- 
stantially lessen competition between 
them, but does not apply to a case where 
the physical assets, and not the stock, 
are acquired. While this provision 
makes the bringing together of compet- 
ing corporations a little more difficult, it 
has not proved an insurmountable bar- 
rier in any case where there was a wil! 
to merge. . 

Neither have the anti-trust laws pre- 
vented that degree of cooperation among 
independent business men which pro- 
motes stabilization and yet falls short 
of price-fixing and territorial agree- 
ments. The growth of trade associa- 
tions has been amazing. Their rights 
have been clearly defined. There is no 
opposition .to them on the part of the 
government so long as they do not over- 
step bounds which everyone will agree 
are proper and necessary. 
A charge frequently hurled at the 

anti-trust laws is that they make 
competition a fetish; that competition 

(Continued on page 695) 
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The Essential Executive Quality for the 
New Business Era 

URING the course of an address 
D before the Forum Dinner of the 

New York Chapter, American 
Institute of Banking, Craig B. Hazle- 
wood, President of the American Bank- 
ers Association, said: 

“Only half a century ago, Michael 
Pupin, a shepherd boy, guarded his 
flocks by night among the fields of Ser- 
bia. As the flocks ranged the open fields, 
grazing under the stars and trampling 
the meadows hard with their feet, 
thieves often lurked in the bordering 
cornfields awaiting an opportunity to 
make off with a part of the herd. This 
lad and hundreds of other Serbian boys 
were taught a method of signaling one 
another for warning and help. Each 
carried a knife with a long wooden 
handle. This he would thrust deep into 
the ground. Then, in case the cattle 
thieves approached he would strike 
against the wooden handle and the sound 
would be transmitted through the ground 
to another boy some distance away. The 
other boy, with his ear pressed against 
the ground, could hear and interpret 
the message. 

66 wir is it,’ Michael Pupin asked 
his mother, ‘that we can signal 

this way? Why is it that the sound can 
be heard through the ground but not 
through the air? Why is it that the sig- 
nals can be heard in the pasture land so 
much better than in the plowed fields?’ 

“But the boy’s mother could not an- 
swer his questions, nor could the village 
teacher. However, having an eager mind 
and great determination, the boy decided 
to go to America where he might win an 
education and find out the answers to 
these strange and perplexing questions. 
I call your particular attention to the 
fact that hundreds of other boys under 
the same circumstances and with the 
same set of conditions merely accepted 
these things without once questioning 
them just because they had always done 
them that way. 

“So it was that a penniless immigrant 
boy from Serbia, at the age of only fif- 
teen, landed in New York in 1874; and, 
years later, having worked his way 
through Columbia University, concen- 
trated the wonder and simplicity of his 
mind upon the problem of sound which 
had puzzled him as a shepherd boy in 
that Serbian field. The results of his 
thinking—what he has accomplished for 
the long distance telephone and for ra- 
dio communication by his inventions— 
are known the world over. 

66 6F during the past twenty-two years 
this company had been compelled 

to do without one invention of Michael 
Pupin,’ an official of the American Tele- 
phone and Telegraph Company once 
said, ‘and yet give the same service it 
is giving today, the company would have 
had to spend at least $100,000,000 more 

than it has expended.’ Another officia] 
of the same company, when asked if he 
would care to sell a certain invention 
back to Professor Pupin, replied, ‘Yes, 
if he will buy the Telephone Company 
with it. Our whole plant has been ad- 
justed to this invention, and when one 
goes, the other also must go.’ 
“And still these inventions in which 

millions of dollars of capital have been 
invested were the result of the thinking 
of a mere country lad who had the sim- 
plicity to wonder, the determination to 
know, and the power to apply what he 
learned. So much for this illustration 
of the possibilities of independent, con- 
structive thinking which Michael Pupin 
learned as he pondered the questions 
raised by those nights of signalling 
through the ground as a shepherd boy 
in a foreign land. 

“Important and far reaching as the 
work of the Institute is in the splendid 
courses which it offers, I believe that 
stimulating the imagination and think- 
ing is one of the greatest purposes, if 
not the greatest purpose, of the Insti- 
tute and‘of all education. I believe that 
one danger, if I may use so frank a 
word, of what we are doing through 
the study courses of the American In- 
stitute of Banking and in all education, 
is that young men and women may find 
knowledge too easy—may accept conclu- 
sions without thinking them through— 

(Continued on page 719) 

The Comptroller’s Stand on Bank Taxation 

OMPTROLLER of the Currency 
J. W. Pole in his report to Con- 
gress has taken a firm stand in 

opposition to all pending proposals for 
. amending the Federal statutes relating 

to taxation of national banks. This is 
in line with the position of the American 
Bankers Association and will form a 
major issue of its year’s activities. 

He pointed out to Congress that the 
present taxation provision known as 
Section 5219 United States Revised 
Statutes affords ample opportunity for 
the equitable taxation of national banks 
by the states, at the same time protect- 
ing them from unjust discrimination, 
and that it indirectly gives similar pro- 
tection in regard to state chartered 
banks. 

The Comptroller has taken a clear-cut 
position on this question. As he points 
out the pending proposals to amend the 
statute have for their purpose the re- 
moval of the safeguard which has 

By THOMAS B. PATON 
General Counsel, American Bankers Association 

existed for sixty-four years prohibiting 
the states from taxing shares of na- 
tional banks at rates higher than those 
imposed upon competing moneyed capi- 
tal. The existing legislation is both 
permissive and restrictive and is thor- 
oughly fair both to the banks, which are 
desirous of bearing their full share of 
the cost of government through taxation, 
and to the states, which generally have 
no desire to exact from the banks more 
than their share. 

The Power to Destroy 

AS the comptroller makes clear, na- 
tional banks, as instrumentalities 

of the Federal government, can be taxed 
by the states only with the consent of 
the government which, recognizing that 
the power to tax is the power to destroy, 
has rightly safeguarded them by limita- 
tions upon state taxation on them, but 
the tax authorities of some states are 

now asking Congress to do away with 

these safeguards. 
Some proposals seek to have Congress 

limit the taxation of national bank 
shares only by the taxation of capital 
employed in the business of banking, 
thus placing banking in a class by itself 
for taxation purposes. Other bills seek 
to place banks in a class with mercantile 
real estate, which is equally dangerous 
and impractical. 

Dangerous and Unsound 
T is contended that since the states 
would not impose an undue burden 

of taxation on their own state chartered 
banks, national banks: would be amply 
protected thereby. On this point I can- 
not do better than quote the Comp- 
troller, as follows: 

‘While the state tax authorities are un- 
doubtedly sincere in their contention, the 
fact remains that the states would have 

(Continued on page 723) 
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- ou need constant sales effort for your Your imprint on every calendar page means 
ig banking service. Yet, is it costing you constant attention to your message so 
Ny too much to get your message into the prominently displayed. 

home—to the point of purchase, where Today there are thousands of Messenger 
os family groups plan and decide? reproductions framed in American homes, 
; Take advantage of Messenger’s dignified, so valued are the full-color illustrations. 
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Strength, Ser- 
vice, Experience, 

Efficiency 

These are abstract terms often found 

in bank advertising. Any bank can lay 
claim to at least one such qualification. 
Seldom does one find combined in a 

single institution 

The Character and Prestige of an 
historic past and a century and 
a quarter of outstanding service: 

The Strength and Power reflected 
by total assets of over $375,000,000 
—figures that make this the larg- 
est Bank in Pennsylvania: 

Modern Facilities and Equipment 
designed to meet every banking 
need, large or small, domestic or 
foreign. 

All these are at the command of our 
correspondents, and combine to make 

it to an unusual degree 

A BANK OF CHARACTER, 

STRENGTH AND SERVICE 

THE 

PHILADELPHIA 
NATIONAL BANK 

INCORPORATED 1803 

PHILADELPHIA, PA. 

Capital, Surplus and Profits . $54,000,000 

as 

Banker’s Interest in Oil 
(Continued from page 630) 

“I believe it essential for the healthy 
progress of the oil industry and for the 
protection of a great natural resource such 
as petroleum against deplorable waste 
that the industry immediately begin to 
produce its crude and products in an 
orderly way and to refrain entirely from 
production in excess of current demand. In 
spite of this, and in spite of present pro~ 
duction in excess of demand, considerable 
new financing for producing operations ap- 
pears to be in immediate prospect. There. 
fore, I believe bankers can render a real 
service to the industry if they insist that 
it put its house in order and adopt a uni- 
fied national program that will promptly 
secure orderly development and conserya- 
tion, before they supply such additiona) 
financing. It strikes me this is the great. 
est aid the bank can give to the industry 
in the present situation.” 

And so I might quote from other exec. 
utives of major companies, all of whom 
are unanimous in the belief that coop. 
eration is at present the outstanding 
need of the oil industry. 

At Every Crossroads 
AS we follow down the chain of oper 

ations from the oil well to the con. 
sumer of petroleum products, we find 
other difficulties and problems. 

Directly comparable to over-produc-~ 
tion and over-processing is the enormous 
duplication of oil stations, tank wagons 
and competitive distributing facilities, 
We are reminded of the period when 
every railroad seemed bent upon putting 
its lines into every freight and passen- 
ger market. We are reminded, too, of 
the progress that the railway industry 
has made in the sub-division or assign. 
ment of markets. As I have said, the 
petroleum industry seems to occupy a 
middle ground between the natural mo- 
nopoly and the ordinary competitive 
business, Shall all the petroleum com- 
panies be forced to compete with oil sta- 
tion facilities at every crossroads? Are 
we to permit the endless duplication of 
petroleum marketing facilities with the 
resulting higher costs to the producer 
and higher prices to the public? 

I believe continued cooperation can 
accomplish much in eliminating the 
waste in marketing effort and invest- 

ment which is going on in the petroleum 
industry and for which stockholders and 
the general public must finally pay. What 
cooperation cannot accomplish, perhaps 
consolidation and the elimination of un- 
profitable units in the industry will 
eventually bring about. 

Without Prejudice 
oo price is another problem in the 

marketing of petroleum products. 
And this problem, of course, ties in 
closely with over-production, as well as 
wasteful and uneconomical methods. 

Is it not possible that the petroleum 
industry, through its cooperative activi- 
ties, together with a reasonable degree: 
of integration and consolidation, will be 
able to reduce the number of organiza- 
tions among which cooperation must be 
maintained? And then, may it not even 
be possible to forecast the gasoline re- 
quirements, for example, in various 
cities and sections, so that productiom 
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Send for this 
NEW BRASTEX 

Calendar! 

Signs and Calendars 
of Distinction 

It Is Sent Free! 
to Bank Executives 

The new BRASTEX Calendars for 
1929 are Ready! Send for yours to- 
day, and it will be mailed absolutely 
free—and without obligating you in 
any way. We want you to see one 
of these superb calendars—to own 
one—for that is the only way you can 
really appreciate their beauty and 
their utility. 

A Calendar That 
“Hits the Mark” 

Sending out calendars is one thing. 
Getting them used is another. If you 
want your calendars to be used and 
appreciated send BRASTEX metal- 
back calendars. They “hit the mark” 
because they are so sturdy and so 
attractive that they compel admira- 
tion wherever they are sent. And 
yet, the price of BRASTEX calen- 
dars is modest. The coupon below— 
or your letterhead—will bring you a 
sample calendar and further informa- 
tion. 

THE NATIONAL ART 

WORKS 
Calendar Division, Covington, Ky. 

The National Art Works, 
Calendar Division, 
Covington, Ky. 

Gentlemen: Please send your sample calendar— 
also further information. 
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and consumption can be balanced, and 
finally, to discourage the duplication of 
oil station and tank wagon facilities 
where it is evident that the market can 
sustain no more? 

Charles Schwab has put forward a 
thought along this line and has, in fact, 
carried it even farther than I have dared 
to suggest. According to newspaper ac- 
counts, he indicated that he favored a 
change in the Sherman Anti-Trust Law 
to permit business men in an industry to 
organize their marketing. It is said that 
he even suggested a one price policy to 
stabilize the steel industry, with divi- 
sion of territory and customers among 
competing concerns, under proper super- 
vision. If this could be done without 
prejudice to the interests of the custom- 
ers and without interference with their 
freedom of choice. it should make lower 
selling costs possible to the mutual ben- 
efit of all. 

Oil Can Learn 

O much for existent markets—but 
what of the markets that still must 

be developed? 
The tremendous demands of the auto- 

mobile have to some extent obscured the 
other products which have been and still 
might be developed out of petroleum— 
and the markets that might be created 
for these products. Fuel oil represents a 
tremendous market in which sales are 
now being made at a trifle of the heat 
value of oil, rated on the same basis as 
coal. The oil industry can perhaps learn 
from its twin brother, the automobile 
industry, something of interest in rela- 
tion to merchandising its products. 

This may be in the direction of find- 
ing many entirely new uses for petroleum 
products which will broaden markets, 
increase demand, and stabilize prices. 
Efforts are being made along this line, 
it is true. The development of oil burn- 
ers for heating, the perfection of the 
Diesel engine, the increasing use of oil 
by railroads and steamships, and the 
converting of petroleum into new prod- 
ucts such as candles and many medicinal 
products—all of these make for a larger 
consumption of petroleum and help to 
take up the slack between demand and 
supply. Thus, modern merchandising 
methods offer a solution which may aid 
greatly in stabilizing the industry and 
at the same time increasing its useful- 
ness. 

Too Much Wild-Catting 
N considering next the subject of 
finance, let me outline briefly the 

viewpoint of a banker who has a num- 
ber of customers in the oil business and 
who has been privileged to have as 
friends some of the best informed men 
in the industry. The first distinction, of 
course, is between the well-managed oil 
company and the concern which is more 
or less “the creature of chance.” I be- 
lieve everyone will agree that there has 
been too much “wild-catting” and too 
much “bootlegging” of oil and gasoline. 
Too many poorly equipped companies 
have entered the oil business in the past, 
hoping to reap a large return in a small 
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Irs largely in the mind’s eye, this question of ade- 
quate bank protection. A banker weighing the ad- 
visability of adding to his Burglary Insurance, or 
extending his Fidelity Bond coverage, or investing in 
the all ’round protection of a Bankers Blanket Bond, 
is unconsciously influenced by the pictures long 
familiarity has photographed upon his mental retina. 

E sees, for instance, the 
great, orderly banking 

room, flooded with afternoon 
sunshine, the employees busy at 
their accustomed tasks. He vis- 
ualizes the massive vault and its 
imposing steel door, equipped 
with gleaming mechanism. He 
recalls the tellers’ friendly 
smiles and their apparent lack 
of interest in the money they 

| wed the banker summon up 
another set of pictures: the 

afternoon sunshine clouded 
with the smoke of pistol shots 
and the banking room in con- 
fusion; or the vault door melt- 
ing beneath an acetylene torch; 
perhaps a teller, white and hag- 
gard, scanning the ticker tape 
that spells his ruin. It’s this set 
of pictures that points the need 

handle. of thorough bank protection. 

F&D Bankers Blanket Bonds provide, in one form and at mini- 
mum cost, complete protection against practically all the hazards 
to which banks are exposed. Ask the F&D representative in your 

community to tell you all about this desirable coverage. 

—p— 

FIDELITY ano DEPOSIT 
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time. They have staked their all on the 
results of operations in a single field, 
without giving adequate attention to the 
future. In a business as variable and 
hazardous, from a financial standpoint, 
as the oil business, there is great need 
for budgeting, forecasting, economical 
operation, and, above all, careful atten- 
tion to the financing. 

The accounting and financing meth- 
ods of a well-managed company are eas- 
ily recognized. The company usually 
borrows under a budget control system 
worked out for some time in advance, 
with each department estimating its 
financial requirements. 

Fast Running Current 

I SHOULD like to emphasize the im- 
portance of all companies setting up 

budgets by which income can be esti- 
mated and expenses definitely controlled, 
If this were done, it would be possible 
to focus our attention more directly on 
those wasteful and unprofitable methods 
which inevitably creep into the operation 
of any business, whatever its nature, if 
it fails to have a definite system of 
budgetary control over its income and 
expense items. 

It is natural enough that in the re- 
markable development of the petroleum 
business in this country the emphasis 
everywhere has been upon the increase 
of productive and refining facilities. The 
science of the industry has made notable 
advances in the last decade, and its 
growth has been astounding, but it has 
too frequently failed to be profitably 
managed. The fact that the petroleum 
industry is one of the two or three 
largest industries and may soon be the 
largest in this country cannot measure 
up as the fundamental purpose or ob- 
jective of its existence. 

In the fast running current of these 
days, we need to challenge our worship 
of mere size, mere volume, and mere 
rapidity of growth, unless we are earn- 
ing profits commensurate with our size 
and position in the economic world. Each 
day we need to take a new grip upon 
the practical realities of this business; 
and I know of no more important reality 
than this—that our vision has sometimes 
become clouded and we have forgotten 
that the primary and fundamental objec- 
tive of the petroleum business should be 
profits. 

Lost On Every Barrel 

O illustrate, in 1926 this country pro- 
duced 770,874,000 barrels of crude 

oil, which sold at an average price of 
$1.88 a barrel. In 1927, when 901,129,000 
barrels were brought to the surface, the 
average price received was only $1.30 a 
barrel. In other words, in producing ap- 
proximately 130,000,000 more barrels of 
oil, the industry suffered a loss of about 
$275,000,000. For every barrel produced 
in 1927 the producer lost fifty-eight 
cents, and for every excess barrel there 
was a loss of more than $2. How much 
business we do is not so important as 
how much profit we make. 

It is a tribute to the business manage- 
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ment of oil companies that so many of 

them have been able to carry on over a 

long period of years under such circum- 

stances. 
The situation in 1927 as compared 

with that of 1926 is indicated by a com- 

pilation of the profits of about fifty com- 

panies, which shows that in 1926, 70 per 
cent of the companies reported increases 
in profits over the preceding year, while 

30 per cent showed decreased profits. 

For 1927, only 15 per cent of these com- 

panies made increases in profits as com- 

pared to 1926, while 85 per cent showed 

decreases in profits. The decrease in 
profits of these companies in 1927 

amounted to 51.5 per cent. 

A New Deal 

E may set up the greatest oil pro- 
W aucing company, the greatest refin- 
ery, the biggest and most complete pe- 
troleum organization in this country, and 
we may make the petroleum industry 
the largest of all industries, but we have 
not rendered a permanent service to the 
public, nor have we met the final test 
of success unless profits are adequate. 
The petroleum industry is rendering a 
great service, but it can never attain the 
highest degree of business success in this 
new epoch of improved management un- 
til its profit record is clear and consis- 
tent. 

In analyzing the businesses of the in- 
dustry, then, let us apply the typically 
American approach to this problem of 
adequate profits. By that I mean, let us 
not compromise with present difficulties, 
but remove them—let us have a new 
deal instead of playing out the old hand. 
Let us emphasize not so much the idea 
that the petroleum business is different, 
as the truth that all businesses are com- 
mon in their fundamental operations and 
objectives. Let us remember the difficul- 
ties of the past only insofar as they will 
help us to meet the demands of the 
future, and let us examine our busi- 

nesses with an open mind. 
If old traditional methods are being 

used to determine policies in any of the 
various branches of this great industry, 
they must be replaced by a study of 
facts, because this business today is too 
advanced for guesses or rule-of-thumb 
methods. Old processes, machines, pro- 
cedure and merchandising methods may 

well be re-examined, for we are in a 
business world today that deals not with 
opinions, but with facts, and facts alone. 

Drove On and Up 

RECALL the case of an industry 
which is twenty-five years behind the 

times in its processes and methods. And 
one company in this industry showed a 
loss during 1926 of 10 per cent on the 
sales. A new general manager was in- 
stalled—a man with broad experience, 
but unversed as to the industry and its 
ancient history, and, moreover, with no 
set convictions. In ten months he had 
reduced the cost of manufacture 27 per 
cent. He then reduced the selling price 
to the trade by 20 per cent. No com- 
petitor has been able to match these fig- 
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What Other Chairs 
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ures. His company is today showing a 
net profit of 10 per cent on its sales. 

In a highly competitive industry, a 
new president took holdin 1914. Through 
this man’s ability, sales and profits in- 
creased steadily year by year, even in 
1921 and 1923, when 95 per cent of the 
other companies in this industry showed 
losses. In 1925 a change occurred in the 
product sold, which made it necessary 
for the company to convert a large part 

of its plant to other uses. Nevertheless, 
the management drove sales and profits 
steadily on and up. The difficulties were 
merely a challenge to the resourceful- 
ness of the management. 

In studies which I have made, I have 
also been impressed with the need for 
uniform accounting and reporting meth- 
ods, and the development of standard 
ratios in the oil industry. It was fre- 
quently difficult, if -not impossible, to 
make those comparisons and studies in 
relation to the financial and operating 
statements which might have given val- 
uable information on trends and other 
important aspects of the industry. I be- 
lieve that the companies are losing much 
of the good that might accrue if uni- 
form and thoroughly standardized ac- 
counting methods were followed. Such 
uniformity would make possible closer 
and more intelligent cooperation between 
oil companies because of the better un- 
derstanding of the essential facts. 

Beginning An Era 
i relation to this matter, I quote from 

the letter of a vice-president of a 
large Texas corporation: 

“The accounts of the oil companies 
should be kept in, and their statements 
rendered on, a standardized form so that 
they would reveal the same relative in- 
formation as the statements of other com- 
panies revealed, to be checked by the 
bankers or the public.” 

I firmly believe that we are now in 
the beginning of a new era in business 
management—an era in which we shall 
have control by men who overlook no 
essential of the problem—market anal- 
ysis, better merchandising, the elimina- 
tion of unprofitable units and wasteful 
practices, closer budgetary control, effi- 
cient and economical operation, lower 
costs, a larger gross with increased net 
profits and faster turnover. 

The resolution of stockholders and 
managers to operate far-sightedly on a 
basis of reasonable profit has been sharp- 
ened and tempered. The public is more 
confident than ever before in permitting 
a reasonable degree of cooperation and 
even integration in industries where uni- 
fied command is so self-evidently desir- 
able as in the petroleum industry. In its 
technology, the petroleum industry has 
set a standard from which its other 
functions and activities have much to 
learn. The technique of locating oil and 
of processing it in the laboratory is 

among the wonders of the age. Th? 
haste and wastefulness both of effort 
and of product in the extraction of oil 
are also to be wondered at, but less 
worthily. 

The direction of future effort, then, 
seems reasonably clear. There must 
be an alliance of present minor units in 
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order to secure greater stability, finan- 

cial responsibility and far-sightedness. 

There must be a greater degree of coop- 

eration among the permanent units in 

the industry. And as the foundation for 

all this, there must be education within 
the industry and among its public—a 

basis of mutual understanding and con- 

fidence firmly laid. 
Then let the industry apply in con- 

stantly greater degree the principle that 
all possible waste of resources, of in- 
vestment and of effort is to be avoided. 
Along these lines, it seems to the 

banker who is deeply interested in the 
general progress of the industry, must 
be developed any program for stabiliza- 
tion and steadily maintained profits with 
maximum service to the public. 

Mid-Winter Trust Meeting 
RUST officers and executives from 
all parts of the country are to meet 

in New York in February for the tenth 
mid-winter trust conference of the Trust 
Division of the American Bankers Asso- 
ciation. The conference will last three 
days, February 13, 14 and 15. 

The most effective means of develop- 
ing and administering trust service will 
be discussed with the practical side of 
the trust work given the preference. The 
conference will offer, in reality, an ad- 

vanced course in fiduciary practice, re- 
vealing the actual methods used by suc- 
cessful trust companies and banks in 
acquiring new business; outlining tested 
systems for improving internal adminis- 
tration; stressing the real liabilities as- 
sumed in the various capacities; bring- 
ing out what are considered the best 
policies to follow in handling trusts and 
estates and also affording information 
which can be applied as a yardstick to 
measure the success of individual efforts. 

Spring Meeting at Biloxi 
HE Executive Council of the Ameri- 
can Bankers Association will hold its 

spring meeting on April 15-18 at the 
Edgewater Gulf Hotel, Edgewater Park, 
Biloxi, Miss. 

The Executive Council meeting next 
to the annual convention of the Associa- 
tion is one of the largest and most im- 
portant national gatherings of the year 
among bankers. The council is com- 
posed of representatives from all parts 
of the country proportionate to banking 
membership in the Association in each 
state. It is empowered to transact a 
large part of the administrative busi- 

ness of the Association and to receive 
reports from all the divisions, sections, 
commissions and committees of the gen- 
eral body. 

Consider this issue of the JOURNAL 
and consider the staff of your bank. 
Is there not many a member of the staff 
who should have his own personal copy?. 
When at least five subscriptions are or- 
dered at one time the rate is only $2 
per year, a saving of $1 on each sub- 
scription. 
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Diebold Burglar-Proof Vault Door, be- 

cause embedded in the steel is a Ther- 

matic Locking Device that jams the 
locking bolts the minute heat from a 
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surance rates for doors thus equipped. 

In addition, a Daylight Locking Device 

prevents the locking of employees in 

the vault during a daytime holdup. 
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ordering Diebold bank vault doors. 
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Investing Trust Funds 
(Continued from page 644) 

may question its judgment, diligence oy 
even good faith. 

Situation Memoranda 
Ov’ plan is to prepare what is called 

a situation memorandum, listing 
in detail the trusts’ holdings of the 
issues in question, together with g 
financial report on the company stress. 
ing the points which seem particularly 
significant. In unusual cases I have 
seen such memoranda run to twenty 
pages, with the usual balance sheets, 
income accounts and bond or stock de. 
scriptions supplemented by comparisons 
with competing companies and charts 
on significant commodity prices, labor, 
costs or traffic trends. Enough copies 
of such a memorandum should be pre 
pared to send one to each member of 
the committee in advance of the meet- 
ing. Thus the action finally recom. 
mended represents the mature judgment 
of the committee, based on a careful 
statement of the pertinent facts, and if 
their recommendations should in the 
long run prove less than perfect—as at 
times it must—at least no one can sus- 
tain a charge of negligence. The latter, 
of course, is the trustee’s unpardorable 
sin; ior occasional errors of judgment 
the court makes allowance. 

The other type of question or recom- 
mendation has to do with purchases or 
sales of securities in individual trusts. 
These also can be conveniently sub- 
mitted to the committee in memorandum 
form. Such a memorandum is quite 
simple in comparison with the situation 
memorandum. All that is necessary is 
to show the name of the account, its 
investment provisions, the securities to 
be sold, inventory, market price, market 
value, income and the same data for 
the securities to be purchased, together 
with a statement of the reasons for the 
change if they are not self-evident, and 
any necessary data about securities with 
which the committee is not familiar. 
After being approved by the committee, 
these memoranda will be of assistance 
to the investment department in keeping 
track of any consents that must be ob- 
tained, from co-trustees or others, before 
the changes can be made, and in check- 
ing up the execution of the orders. In 
later years they serve as a _ record 
showing why any security was pur- 
chased or sold. 

In only a minority of instances does 
the memorandum involving changes in 
individual trusts arise from concern 4s 
to the security of any issue. It is 
occasioned generally by reasons which 
are partly of an administrative nature. 
Some of these will be discussed in 4 
subsequent article. 

Has Your Bank a Journal Group? 
Each issue of the JOURNAL has new 

banking facts and suggestions which 
every forward-looking member of your 
staff will be glad to use for the benefit 
of your bank. A group subscription will 
accomplish this important purpose. 
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New Kind of Gold 
Reserve 

(Continued from page 656) 

about 11 per cent, and in Italy about 

17.9 per cent. .This shows clearly that 
the percentages are larger in currency- 

using countries and smaller in check- 

using countries. That is an indication 

that one of the ways in which to make 

gold go further is to encourage the use 

of checks. 
The argument that is based on these 

or similar figures is often to the effect 
that the United States, notwithstanding 

its excess reserves, above the legally re- 

quired minimum, has no gold to spare 

and that other countries certainly have 

to be careful to maintain their reserve 

ratios. It would seem that the argu- 
ment would run exactly the opposite 
way. The figures show that countries 
where the banking system is highly de- 
veloped can do business on a sound basis 
and maintain public confidence with a 
ratio of gold to liabilities that is from 
one-third to one-fifth as large as is re- 
quired by countries that do business 
chiefly on a currency basis. 
We have 6.3 per cent reserves in this 

country and still have according to our 
law, about $1,200,000,000 of excess gold, 
and if that were utilized our reserves 
would come down to 4 per cent, and 
even so we should have enough. No one 
would suggest that the confidence of 
the people in our currency would be 
shaken if the excess reserves were used 
up. I realize, of course, that modifica- 
tions of banking systems and habits of 
the people are a slow growth, but even 
those who are alarmed at the prospect 
of a gold shortage give the world ten 
years or more in which to develop means 
of avoiding a gold famine. In the mean- 
time further methods of economizing 
gold and means for protecting existing 
reserves from too rapid utilization can 
be devised and put into operation. 

To summarize, I believe that out of 
the war and the post-war disturbances 
has emerged the gold reserve standard 
which tends to relieve gold of all its 
functions, except the duty to serve as 
reserves. A better understanding by the 
world of the financial mechanism has 
brought recognition of the fact that the 
principal function of reserves is to main- 
tain public confidence. It would seem, 
therefore, that it should be the objec- 
tive of financial authorities throughout 
the world to find means of keeping the 
public confidence and at the same time 
to develop methods of banking that will 
make the available supply of gold be 
sufficient to meet the needs of trade and 
industry. It should not be a case of cut- 
ting the financial garment of the world 
according to the available reserve ma- 
terial, but of making such use of avail- 
able reserves as will provide adequate 
financial support to the world’s trade. 

New capital issues in Great Britain 
totaled £337,823,000 during the first 
eleven months in 1928, the highest total 
since 1920, the Midland Bank reports. 
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Fixing Fees for Trustee; 
(Continued from page 660) 

ciency and care with which their trust 
departments have been established, as 
to the beauty of their bank building, as 
to the style and strength of their state. 
ments, as to the character and color of 
their embossed stationery, as to the at. 
tractiveness of their windows, as to the 
solidity of their vaults, and as to the 
massiveness of their safes—in all of 
these things competition is commend. 
able and necessary. But in one field, the 
compensation of the trustee, competition 
is deplorable. It must not be. 

Uniform Fees Urged 

7. are only two kinds of trust 
service: good and bad. For the good, 

a fair, profitable compensation should be 
paid; and for the bad, no compensation 
is justified. 

Therefore, by all means I urge trust 
companies in their cities and states to 
concur in a uniform fee schedule. 

Tulsa and the State of Oklahoma are 
very happily situated. A uniform trust 
schedule promulgated by a committee 
appointed by the Clearing House Asso- 
ciation of Tulsa was adopted by the 
Tulsa Fiduciaries Association and by the 
Oklahoma Trust Companies Association, 
without a dissenting voice. In other 
words, the entire State of Oklahoma 
now functions under a single uniform 

fee schdeule. It may or it may not be 
the best schedule that we could have for 
Oklahoma—probably not. Probably at 
each recurrent meeting of the Oklahoma 
Trust Companies Association the light 
of experience and perfected methods of 
cost accounting will point a modifica- 
tion or change in the schedule we have 
adopted. 

The Greatest Boon 

HE point is, we have brought the 
minds of all our trust departments 

into concurrence on the necessity of 
eliminating competition in trustees’ fees. 
We are united and in complete harmony 
on that question. We may compete with 
each other along all other lines,. but on 
the question of the value of the service 

we render to the public. 
Surely this is the ideal situation for a 

new trust department. It has ready- 
drawn for it a scale of fees based on the 
experience of older companies, fees that 
will not be remunerative during the lean 
year perhaps, but which will assure a 
proper return during the fat ones. 

The greatest boon to the new trust 
department is the standardization of fees 
in the State of its residence. It is com- 
mended solely for its efforts to build up 
potential business, bearing its present 
sacrifice in the assurance of a better 
day beyond. 

The Bureau of Posts is opening 

branches of the Postal Savings Bank on 

all fourth-class post offices in order to 

encourage savings throughout the Phil- 

ippine Islands, according tu the Depart- 

ment of Commerce. 
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Anti-Trust Laws 
(Continued from page 683) 

has been elevated over all considera- 

tions of economy and efficiency. These 
flights are, for the most part, purely 

rhetorical. The competition which the 

anti-trust laws would preserve is not 
the jungle competition which the critics 

of the law imagine. 

The anti-trust laws recognize that not 

all competition is good, and that un- 
restrained competition is bad. They 
have been as often invoked for excesses 
of competition as for the suppression of 

competition. The test of the legality of 
a corporate combination is not the 
amount of inter-company competition 
that is suppressed, but whether the com- 
petition it affords is fair or oppressive. 
And the Federal Trade Commission Act 
has for its main purpose the prevention 
of unfair methods of competition in 
interstate trade and commerce. 

It is on the proper interpretation of 
the words “unfair methods of competi- 
tion’ that the ultimate reconciliation 
of the proper needs and aspirations of 
business with the law depends. The 
Federal Trade Commission has, and was 
intended to have, a wider field of use- 
fulness than the mere prosecution of 
individuals and concerns for the use of 
unfair competition. Also it is clear that 
the language of the statute is not to 
be limited to common law definitions. 

Writes Its Own Code 

T is the formula whereunder the Com- 
mission may and does cooperate with 

industry, through the trade practice 
conference procedure, in writing codes 
of ethics which are bringing about that 
degree of proper and desirable stabiliza- 
tion compatible with American institu- 
tions and ideals. 
A trade practice conference is author- 

ized by the Commission on the applica- 
tion of a substantial part of an industry, 
usually made through their trade 
association. The industry is thereby 
enabled to write its own code of ethical 
and economic practice, subject to ap- 
proval or rejection by the Commission 
in the public interest. In the case of 
resolutions aimed at practices illegal in 
themselves the Commission undertakes 
to enforce compliance therewith by 
proceeding against all violators, whether 
they have subscribed thereto or not, 
under Section 5 of the Trade Commis- 
sion Act. 

Resolutions aimed at practices which 
have not heretofore been held unlawful 
by the Commission or by the courts are 
treated differently. The secret violation 
of such a resolution by one who has 
openly subscribed thereto, and has led 
his competitors to believe that he will 
observe it, will result in a proceeding 
by the Commission on the ground that 
such secret violation is in and of itself 
an unfair method of competition. 
; Thus these codes for the strengthen- 
Ing and uplifting of American indus- 
try are made enforceable in every 
particular save one. The Commission 

FEDERAL RESERVE 
BANKS 
and Branches 

in New York 
Baltimore, Buffalo 

Oklahoma City 

Jacksonville 

Birmingham, Nashville 

and New Orleans 

Have Installed 

Federal Reserve Bank of New York 
York and Sawyer, Architects 

STEELCRETE 
ARMORED BANK VAULTS 
Be Steelcrete construction is composed of thousands 

of heavy strands of cold drawn steel thoroughly em- 
bedded in concrete. This produces an entanglement or 
structural network of steel that adequately reinforces the 
concrete wall at every point of attack. While a solid wall 
of either steel or concrete can be drilled for the placing of 
explosives, the Steelcrete Entanglement prevents drilling, 
as drills that drill steel will not drill concrete,and vice versa. 

It is the experience of the banks and insurance companies that 
have installed Steelcrete Armored Vaults that the fully adequate 
Steelcrete protection costs no more than other kinds offering 
less resistance to attack and in many cases the cost is less. 

Everything considered, the Steelcrete system of 
protection is the logical selection. 

You are invited to send for certified endorse- 
ments from Bankers who thoroughly investi- 
— various systems of bank vault construction 
efore deciding on Steelcrete. You will be in- 

terested in their findings. 

THE CONSOLIDATED ExPANDED METAL COMPANIES 
Steelcrete Building, Wheeling, West Va. 

Atlanta Boston Cleveland Philadelphia 
Pittsburgh Chicago New York Buffalo 

OTHER STEELCRETE PRODUCTS FOR SAFETY 
FRAME BAR and Industrial Mesh for Window Guards . . . Industrial Mesh for Safety 
Guards and Partitions... Metal Lath . . . Expanded Metal Concrete Reinforcement 

RE I RENE CBIR OEE NGAI T BE TRIE SIREN EAC A OE REDDIT SEE TNE AAT EA REET OE IES 
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Melco Plant of the Ohie 
Public Service Co., an 
important public utiliry 
subsidiary of the Citi 
Service Co. 

100 investments 
in one 

Money that is put to work in Cities Ser- 
vice Company Common stock is invested 
in more than 100 companies. These 
prosperous, going concerns, which make 
up the $800,000,000 Cities Service or- 
ganization, supply necessities of modern 
life to millions of people. 

Thus an investment in this security 
enjoys the added protection of remark- 
able diversity—both geographical and 
industrial—in one investment. 

Cities Service Common stock paid divi- 
dends of more than $10,000,000 in cash 
and securities in 1928. At its present 
price, this 18-year-old security returns a 
net yield of over 7%. 

HENRY L. DOHERTY & COMPANY 
60 Wall Street ® New York City 

Branches in principal cities 

H. L. Doherty & Co. 
60 Wall St., New York 

without 
informa- 
Service 

Please send, 
sbligation, full 
tion about Cities 
Common stock. 

has not yet undertaken to enforce 
resolution of the latter type already 
described against a recalcitrant minority 
who will not subscribe thereto. 

The absence of means for the enforce- 
ment against non-subscribers to resolu- 
tions of this type, where the practices 
aimed at have not hitherto been con- 
sidered unlawful, has proved a serious 
stumbling block to the efforts of many 
industries at self-regulation. At a re- 
cent conference of manufacturers of a 
certain commodity resolutions fixing 
standards of quality could not be 
adopted because there could be no as- 
surance of protection against certain 
elements in the industry. 

Hence a grave question is presented 
as to whether the codes of ethics for 
American business are to be written by 
a progressive majority, or by a reaction- 
ary minority. For it often happens 
that a recalcitrant 10 or 15 per cent 
of an industry, seeking and obtaining a 
competitive advantage by persisting in 
practices which the majority have pro- 
scribed, eventually bring all down to 
their level and as a result praiseworthy 
efforts to elevate the standards of an 
entire industry may be defeated. In 
this fashion the minority effectively im- 
poses its will upon the majority. 

The remedy for this, if any there be, 
lies in the gradual expansion of the 
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Commission’s powers under existing law 
rather than in new legislation. It is 
doubtful if the building up of a new 
code of business practice will lend itself 
to Congressional definition. Certainly 
any attempt by Congress to decree by 
law that the minority in an industry 
shall conform to the wishes of the ma- 
jority in respect to practices never here- 

tofore regarded as unlawful would meet 

with determined opposition and would 
give rise to grave questions of constitu- 
tional right. In any such proposal pro- 
vision would have to be made to guard 

the minority against oppression and the 
public against extortion. 

Backlog for Business 
OREIGN trade during 1927-28 con- 
tinued to be a most dependable back- 

log for domestic business, according to 
a bulletin issued by the Department of 
Commerce. There was a particularly 
large expansion of exports of manufac- 
tures in the early part of 1928, and this 
foreign demand was an important factor 
in the increase of factory operations 
which occurred during the spring 
months. 

Exports of merchandise in the first 
half of 1928 reached a value of $2,378,- 
000,000, which was larger than in the 
corresponding period of any of the six 
preceding years, and the total for the 
fiscal year was also greater than in any 
other recent year except 1926-27. These 
large merchandise exports were supple- 
mented by a record outward movement 
of gold, which reached the enormous 
aggregate of $627,000,000. A consider- 
able part of this gold was used in re- 
establishing the French currency on a 
gold basis, but there were also large 
shipments to other countries of Europe 
and South America. 

The large exports of both merchandise 
and gold, together with some curtailment 
of imports, resulted in an increase in 
the balance of visible trade to almost 
$1,250,000,000, which was greater than 
in any fiscal year since 1920-21. This 
large increase in the trade balance was 
accompanied by a record volume of for- 
eign loans. 

French Prospects 
HE business outlook in France is 
distinctly encouraging according to a 

study of French national finance and 
stabilization made by American Com- 
mercial Attaché Henry C. MacLean, at 
Paris. 

“The effect of stabilization on business 
in general should be distinctly favorable, 

and a further revival of activity is con- 
fidently expected. While uncertainty as 
to the eventual value of the franc ex- 
isted, there was a corresponding re- 

luctance to assume obligations payable 
at a future date, which undoubtedly re- 
acted on business. Now that this hin- 
drance has been removed, granted 
basie conditions are sound, it is entirely 
reasonable to expect that progress will 
be made. 



January, 1929 AMERICAN BANKERS ASSOCIATION JOURNAL 

Banking Aboard a 
Battleship 

(Continued from page 664) 

ship’s disbursing officer is that of fur- 

nishing officers and men with transpor- 

tation for travel on public business 

occasioned by a change-of-station or- 

ders or orders to special duty which 

may take them away from the regular 

stations temporarily. While this does 
not involve the actual purchase of rail- 
road or steamship tickets by the dis- 
bursing officer, the procedure is very 
similar, as requests on railroad or 
steamship companies calling for trans- 
portation over certain routes at certain 
times and under certain authorized con- 
ditions must be made out in proper 
form. These transportation requests, 

when prepared and signed, are given 
to the officer or man, who exchanges 
them at the ticket office of the railroad 
or steamship company for the ordinary 
traveler’s tickets. Payment is made to 
the transportation company for ll 
transportation so furnished naval per- 
sonnel by the disbursing officer attached 
to the Bureau of Supplies and Accounts 
in Washington upon presentation of 
the transportation requests with the 
vouchers. 

Business Afloat 

S an example of the volume of busi- 
ness transacted by a disbursing offi- 

cer afloat during an average quarter, 
we may take the case of the disbursing 
officer of the aircraft carrier “Langley.” 
During the first quarter of the current 
fiscal year, that is, during the months 
of July, August and September, that 
officer expended over $472,000 in pay 
to officers and crew of the “Langley” 
and to other units of the Air Squadrons 
of the Battle Fleet, and in public vouch- 
ers. There were 1831 accounts carried 
on the pay rolls during the time in 
question, requiring 5842 vouchers to sub- 
stantiate pay credited on the pay rolls. 
There were paid 255 public vouchers. 

The accounts of disbursing officers of 
ships are inspected, and cash and de- 
posit balances verified periodically by 

the Fleet Paymasters. In addition to 

these inspections, the accounts of dis- 
bursing officers on the larger vessels of 

the fleet are inspected quarterly by the 

ships’ supply officers. Detailed reports 
of these inspections are transmitted 
through official channels to the Pay- 
master General of the Navy. 

Thrift Drive for Women 

A thrift drive is to be inaugurated by 

the National Federation of Business 
and Professional Women’s Clubs during 
Business Women’s Week, March 10 to 
16. The Federation is asking each of its 
940 clubs throughout the country to hold 
a special meeting during the week and 
urge its members to start a savings ac- 
count. 

Out of 46 Buffalo companies 

with 500 or more employees, 37 

bank with the Marine. 

MARINE 
TRUST COMPANY 

OF BUFFALO 
CAPITAL, SURPLUS AND UNDIVIDED PROFITS OVER $27,000,000 
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AM aware that considerable skepti- 
cism exists as to whether people will 

listen to talks. 
want only entertainment. Our experi- For about six months, even persisting 

through the summer, we used fifteen 
are eager for the brand of minutes time, between six and seven 

financial counsel offered in our bank  p. m., two minutes of which were oc- 
The radio fan who tunes in when’ cupied by the announcer. 

he gets home from his work has three 
or four hours of dial twisting ahead of 
him, and it is reasonable to suppose that 
a goodly proportion of listeners have gram. Instantly the effect was noticed, 
intellects which crave variety. Anyway, : 

is conclusive proof that human 

When the keen edge of Bad Debts pierces 
the heart of a business—the Accounts 
Receivable—red ink flows. 

Credit Insurance turns the blade and ab- 
sorbs the shock of abnormal, unexpected 
credit losses. 

American Credit Insurance 

not only affords protection from loss through 
creditors’ failures, but also provides a highly- 
efficient, nation-wide collection service. By 
avoiding losses and stimulating credit pay- 
ments, a manufacturer or jobber finds less capi- 
tal tied up in credit extensions. 

Our representative will be glad to explain to 
Bankers these and other attractive features of 
American Credit Insurance. 

clhe AMERICAN 
CREDIT~ INDEMNITY Co. 
OF NEW YORK J. F.M° FADDEN, presipsnt 

Offices in All Leading Cities 

New York, St. Louis, Chicago, Cleveland, Boston, 

San Francisco, Philadelphia, Baltimore, 

Detroit, Atlanta, Milwaukee, Etc. 

In Canada—Toronto, Montreal, Etc. 

Broadcasting Brought Business 
(Continued from page 675) 

Many argue that people have a large following. 

MR996 

we have been given ample evidence, over 
the counter and by mail, that our talks 

We found in 
September that we could get better time, 
beginning at seven, if we used a half 
hour and included a brief musical pro- 

and our responses greatly 

$$$. 

So we believe that a program of fifteen 
minutes of music and fifteen minutes of 
talk is ideal. 

What are the results? The intangible 
results, we cannot, of course, appraise, 
But we do know that our bank has be- 
come a household name in thousands of 
homes where it had never been spoken, 
This new acquaintance will bear fruit 
years hence. 

An Unqualified Success 

ee tangible results are highly grati- 
fying. Our savings deposits have 

had an unprecedented increase since we 
began broadcasting. A comparison of 

opened and closed accounts by months 
with the year previous shows gains 
every month by large percentages dur- 
ing the months we were broadcasting, 
as compared with the same month of the 
previous year. This suggests also a 
profitable minimizing of close-outs. Of 
course we must allow credit for a part 
of the increase we have had in our busi- 
ness to favorable economic conditions. 
Nevertheless, we have reason to believe 
our radio activities played a most im- 
portant part in helping us to secure 
our share of the accumulation resulting 
from Detroit’s prosperity. No _ other 
form of advertising was used during the 
period under comparison. 

Never does a day go by but we have 
highly complimentary comments from 
visitors at the bank, some of them en- 
tire strangers who come in for the pur- 
pose. We receive hundreds of letters, 
and many of them tell us that their 
writers are reguiar listeners and urge 
us to continue. Our interior bank cor- 
respondents express themselves fre- 
quently in gratifying terms. 

All in all, we consider our broadcast- 
ing an unqualified success. What can be 
more logical than for a bank to go right 
into the homes of the masses and give 
the very counsel which every family is 
eager to receive? 

They Will Listen 

= talks are well organized, with a 
definite theme running through them. 

They begin with laying down certain 
rules and principles, and then elaborate 
on them in turn. We try to show peo- 
ple exactly how to organize their per- 
sonal finances. We have dissolved some 
of the mystery of banking in some of the 
talks. We have explained the essentials 
of credit. We have given particular at- 
tention to explaining the fundamentals 
of sound investment. In a word, we 
have tried to make this series of talks a 
sort of financial “institute” for the 
masses. And we have seen the proof, in 
a thousand ways, of the soundness of 
the idea that a bank can, with great 
profit and propriety, go where the 
crowds are, and point them on the way 

to success. 
We make it a point to keep the talks 

themselves free from any appeal for 
patronage, any semblance of advertis- 
ing. In each announcer’s introduction 
and close, we see to it that our bank 
name is frequently mentioned, and also 
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include a conservatively phrased invita- 

tion to do business with us. We often 

hear expressions of appreciation for not 

obtruding our interests in the talks. 

We often wonder why more banks do 

not constructively use this medium. As 

we see it, there is room for doubt as to 

its value to a bank when used merely 
as a good-will builder through purely 

entertainment programs. 

In a purely commercial enterprise it 
would be difficult to hold an audience or 
gain a following with talks about the 
sponsor’s business. But in the business 

of banking there is an opportunity to 

confine the talk altogether to the listen- 
er’s financial well-being. So, as human 
beings are chiefly interested in them- 
selves, they will readily listen to a bank 
which guides them on the way to finan- 
cial independence. The prediction seems 
a safe one that the bank which has fa- 
vorable station time in which it offers 
a constructive and helpful public service, 
will greatly enhance its business and 
good will. 

Prosperity Reserve 
(Continued from page 648) 

Any control of construction work in 
these lines must have due regard for 
the money market and for other finan- 
cial considerations. As a matter of fact 
the ordinary operation of economic laws 
furnishes a certain degree of control of 
such construction. 
The benefit of comprehensive control of 
building operations by outside authority 
lies largely in the fact that with 
proper data in hand the regulating 
authority can anticipate a depression 
and prevent it to a considerable extent 
by inaugurating a building program 
before the depression arrives. It can 
not only in fact prevent the depression 
by furnishing work for labor and indus- 
try when it is needed but also it can as- 
sist in the prevention of depression by 
the psychological effect of affording an 
outlet for the products of labor and in- 
dustry when it is needed. The psycho- 
logical effect of such enterprises under 
such circumstances is very material and 
important. 

In the Banker’s Interest 

ON the other hand it is not always 
possible for any municipality, 

county or state to plan for its public 
works so far in advance. Many of them 
are limited by law as to the amount of 
indebtedness they may incur. Often 
their programs of public works are sub- 
ject to the decision of the electorate and 
to politics generally. Some such works 
depend upon the amount of revenue yet 
to be collected. Most-of them are con- 
tingent upon the successful issue of 
bonds at reasonable rates. Nevertheless 
it is evident that there is a considerable 

proportion of public works which can 
mg or less readily be subject to con- 
rol, 

A committee of President Harding’s 
Conference on Unemployment in a re- 

Pe. 

YOUR CHECKS CAN WORK FOR YOU 

— apat AGAINST vou eoeee 

That regard for appearances which characterizes bankers as a class, is now 

being extended by them to embrace not only impressive buildings, dignified 

fixtures, clean-cut personnel . . . but their checks as well. 

They have learned that their checks can work for them or against 

them.. . that they are continually being compared with the checks of other 

banks, either to their advantage or disadvantage. 

Checks made on La Monte National Safety Paper are the standard of 

comparison. They convey a proper indication of a bank’s standing ; suggest 

dignity, progressiveness, resources. And they are safe; protected on both 

sides against mechanical or chemical erasures. 

Over sixty per cent of the banks in the largest cities of the country use 

checks made on La Monte Safety Paper, as do the better class banks in 

hundreds of other cities. 

Speak to your lithographer about National Safety Paper, so easily and 

instantly identified by the wavy lines. a La Monte & ol 61 ee 

New York. 

port on seasonal operation in the con- 
struction industries calls special atten- 
tion to the fact that the banker “can 
aid in stabilizing construction since it is 
to him that the investor is apt to turn 
for advice. There should be a wider use 
of current information and a constant 
reaching out for further data regarding 
the characteristic trends in the construc- 
tion industries. It is highly important 
in the banker’s own interest as well as 
in the interest of his customers that he 
take account of the seasonal fac- 
tor. * * * The need of wider knowledge 
of the general movements of business, 

including the business cycle, is evident. 
* * * Forethought in planning ahead 
and use of information as to seasonal 
trends will reduce interest on invest- 

ttl a 

ment and will release investment funds 
for other productive uses.” 

Upsets the Equilibrium 

T must be realized also that the gen- 
eral effect of the speeding up or slow- 

ing down of construction programs in 
the various parts of the country is far 
more widespread and has a far greater 
effect on the prosperity of the country 
than might at first appear. Naturally 
the construction of a new school house 
in an Illinois city primarily affects the 
labor situation and the market for build- 
ing materials in the community in 
which it is built. But this is far from 
being the only effect although the con- 
struction of new school houses in many 
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cities all over the country greatly af- 
fects the general economic situation of 
the country by the cumulative effect of 
widespread local activity. 

However, the construction of a single 
school house in Illinois affects the eco- 
nomic situation of the entire country in 
a less apparent but far more important 
way. Into the school house go mate- 
rials obtained from widely scattered sec- 
tions of the country. Most of all, the 
money paid local labor is expended for 
products which represent every part of 
the country, often foreign countries as 
well. The great mass of the people of 
the United States are constantly em- 
ployed. The great mass of the coun- 
try’s business goes on as usual whether 
there is depression in business or not. 
Depressions directly affect comparative- 

Meeting New Demands 

for Customer Service 
Bank customers today demand a great deal more 
than ten years ago. They not only deposit 
money, make loans, join Christmas Clubs, have 
savings accounts and keep a safety deposit box, 
but also invest and speculate in bonds and stocks. 

The banker, realizing that it is to his own ad- 
vantage to direct the investment of his custom- 
ers’ funds into safe channels, is anxious to give 
the best possible advice. 

You have at your command for this purpose 
our Department of Economics and Surveys, 
closely in touch with markets, industries and 
economic conditions in every part of the coun- 
try. Full use of this service is available, without 
cost or obligation, for reports on customer or 
bank holdings, individual industries and sug- 

Our booklet, ‘A Valuable Aid 

to Banks and Investors,” de- 

scribes this service more fully. 
Send for a copy. Ask for 

AC.ALLYN*» COMPANY 
INCORPORATED 

Investment Securities 

67 West Monroe Street, Chicago 
PHILADELPHIA 

MILWAUKEE ST.LOUIS MINNEAPOLIS 
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ly few of our people but the margin of 
those thus affected is exactly the margin 
between prosperity and a lack of pros- 
perity. 

There is nearly always a considerable 
army of unemployed in the country— 
people who cannot work or will not 
work, those out of employment because 
of seasonal activity in their callings, 
those thrown out of work by shifts in 
various trades, those thrown out of work 

by the introduction of machinery and 
who have not yet been taken over by 
other industry — always a_ certain 
amount of flotsam and jetsam on the 
industrial seas. This margin of the un- 
employed, when normal, is taken care of 
by the country as a whole; the country, 
as a whole, prospers in spite of it. 

But if this number of unemployed is 
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materially increased the situation 
changes at once. The great mass of 
people are still employed and the great 
mass of trade goes on as usual but the 

addition of even so small a proportion 
as say 5 per cent of the nation’s workers 
to the ranks of the unemployed upsets 
the economic equilibrium of the nation 
and the margin of prosperity for the 
nation as a whole is lost. The addition 
of 1,000,000 persons to the unemployed 
class not only stops the direct livelihood 

and buying power of perhaps 4,000,000 

people dependent upon them but it also 
affects the livelihood and buying power 
of other millions whose labors and prod- 
ucts normally are consumed by this 
4,000,000. Thus it is that a compara- 

tively small volume of building or other 
activity properly placed at the right 
time has an effect upon the country en- 
tirely out of proportion to its apparent 
importance. 

For Major Relief 

re line of trade and industry in 
the United States is dependent upon 

every other line of trade and industry. 
The construction of an Illinois school 
house is of direct interest to the textile 
or boot and shoe industry of New En- 
gland and the orange grower of Califor- 
nia or Florida. Accordingly it is not 
necessary that a building program be 
spread over the entire country for its 
benefits to be felt by all. Although 
there is a constant interchange of work- 
ing people in various lines between the 
several parts of the nation it would be 
impracticable to attempt a transfer of 
unemployed textile workers in New En- 
gland to a reclamation project in the 
Far West or to a road construction proj- 
ect in the southern states. However, by 
keeping the reclamation workers of the 
West and the road workers of the South 
employed the general level of the coun- 
try’s buying power is kept high enough 
to aid the New England textile workers 
by strengthening the market for their 
products. 
A certain amount of stabilization in 

business has been effected in late years 
and perhaps more can be attained by so 
standardizing products in many lines 
that a surplus can be manufactured in 
slack times for distribution in more ac- 
tive periods. Much stability has also 
been obtained by reducing seasonal fluc- 
tuations in some lines such as the build- 
ing trades where once winter meant 
stoppage. All these means of relief 
tend to preserve an even course of busi- 
ness throughout the course of each year 
all over the country. But for the more 
far-reaching and major relief of the 
country from periods of depression and 
unemployment recourse must be had to 
more far-reaching means. The protec- 
tion and preservation of the general 
high level of prosperity for the entire 
nation is the end sought and such an 
undertaking requires adequate ma- 
chinery. 

It is evident that no plan for the con- 
trol of such immense interests and 
expenditures in the nation can be 
evolved, especially since the matter in- 
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volves so much voluntary cooperation 

from so many authorities, except by 

dual development after nation-wide 

preparation and considerable time. It 

js probable that at best the machine will 

not work perfectly but there is every 

indication that it will work to a mate- 

rial and beneficial extent. There seems 

to be no doubt that the application of a 

scheme of control of public building ac- 

tivities could be applied at once with 

benefit to such works in some of the 

larger cities of the country for local 

benefit which in turn would affect the 

national situation favorably. 

The application of general control to 
construction works in the small cities 

and towns and in the rural districts 

presents many difficulties which are not 

apparent in the application of such con- 

trol to public works in a great city such 
as New York for example. Where 
buildings are erected by the dozen and 
streets paved by the hundred miles, in- 
volving millions and even hundreds of 
millions of dollars in the course of a two- 
year period, the advantage of distributed 
activity, the elimination so far as pos- 
sible of seasonal inactivity, the preven- 
tion of local depressions by foreseeing 
them and supplying work to avoid them 
are apparent. It is likely that the be- 
ginning of the application of the general 
control now discussed will come in the 
application of the system to the under- 
takings of the larger municipal govern- 
ments. 
A certain amount of control also is 

immediately practicable in some of the 
states where the state governments have 
building programs to be extended over 
several years, particularly in the way of 
improved road construction. The gen- 
eral principles of such control already 
are far more generally recognized and 
followed than is generally realized and 
undoubtedly much of the present pros- 
perity of the country is due to a wise 
management of construction program: 
in various parts of the country. 

At the same time the great mass of 
public works is still carried through 
without regard to private needs or the 
general business situation of the nation. 
The needs of public works can usually 
be foreseen to a considerable extent and 
there is not the least question but that 
if there is careful planning for them in 
advance, with due regard to the general 
level of employment and prosperity in 
the nation, a vast “prosperity reserve” 
can readily be set up which, with coop- 
eration among state, county, municipal 
and Federal authorities, can be so ap- 
plied as to provide a consistent and co- 
ordinated expansion of the nation’s 
“plant,” prevent much of the current 
waste in construction programs, and in- 
sure that course in national prosperity 
which means a job for every worker. 
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Today more than ever before, sound, 
definite practical banking knowledge is 

power—power to function more capably 
and more profitably. Give the members 
of your staff the increased will-to-win 
and stimulus to resultful thinking that 
Comes from a regular monthly home 
reading of the JOURNAL. 

1818 The 
National 

Bank of Chester 
County, at West 
Chester, Pa., used 
“a house and 
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lot”? for banking } 
quarters. In 
1928 the same 
bank erected this 
modern banking 

use. 

Bankin g with “a House and Lot’ 
rr the musty old minute books of The National Bank of Chester 

County, we read that back in 1818 they bought “a house and 
lot” for $5,250 to be used as their bankin 
a bill of “sixteen dollars for the building of a vault”... . 

quarters. They £ poe 
an again 

they approved another: “‘twenty-eight cents for powder and lead 
for guarding the bank.” Simple and straightforward requirements 
were those of a hundred and ten years ago. 
needed to be served. 

Only bare necessity 

Today this same bank, still in existance and sturdier than ever, 
could never win nor hold their public’s respect with “a house and 
lot.” Today people expect the bank’s building to be a highly 
specialized structure, picturing the bank’s activities and reflecting 
its character . . . . the exterior proclaiming that it is the bank... . 
the entrance offering an earnest welcome ... . the interior 
symbolizing high ideals... . backgrounds for men worthy of 
confidence . . . . intricate tons of vault carrying proof of safety... . 
equipment bristling with efficiency ... . 

TILGHMAN MOYER COMPANY 
The Design, Construction and Equipment of Bank Buildings 

ARCHITECTS « ENGINEERS 

'HE little book *‘ Building the Bank for 
Business’’ is written by a staff of bank 

architects to tell you—more fully than can be 
attempted here—how the modern bank build- 
ing achieves this, and how its achievement can 
be made to promote the bank’s business. Forty- 
three photographs illustate the text. 

The coupon will bring you a copy, without 
obligaticn, by return mail. 

Name: 

Address: 

TILGHMAN Moyer Company, Allentown, Pa. 

Gentlemen: Without obligation, please mail 
me a copy of “Building the Bank for Business.” 

Small Favors Help to Build Business 
(Continued from page 667) 

As a reward for a small courtesy ex- 
tended to a stranger, the bank had se- 
cured an account of $7,000 and a desirable 
secured loan of $12,500, and thefriendship 
of a leading business man, bought not 
with gold or silver, but with a small 
favor extended to him while he was yet 
a stranger. This true story is proof that 
it pays a bank to attend to the seemingly 

small things that come up almost daily 
in the life of the average banker. It 
also proves that if a bank is to hold its 
old customers it must show them every 
reasonable courtesy in an efficient way. 

Perhaps no prospect for new busi- 
ness gives less promise than a widow 
with three small children, whose only 
means of support is derived from what 
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for its customers. A National City man at 

the nearest office puts this equipment to 
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The National City Company 
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she can earn as a clerk in a small coun- 
try post-office. And yet, with a prospect 
so small as to be almost negligible may 
spring up business of great value. 

A country banker sends me this story 
in support of a claim which he makes in 
the beginning of his letter, to the effect 
that a bank can’t always tell how far- 
reaching a few kind words of advice 
and encouragement sometimes go. 

This poor widow was well regarded 
by him. Although her banking business 
was necessarily very small, she never 
abused the privilege by drawing numer- 
ous checks. What she was unable to do 
financially to make her account profit- 
able, she endeavored to do by commend- 
ing the bank to others. 

Oil Made Her Rich 

S she toiled from day to day in order 
to care for her three small children, 

her faith was pinned on one small in- 
vestment. One day she called at the 
bank, as she had often done before, but 
this time she appeared happier than at 
any time during the past four years. 
Her small investment in a tract of land 
had made her rich. Oil had been dis- 
covered on the adjacent section. She 
had sold out for a good bonus and a 
liberal royalty. 

As a token of her appreciation of the 
many little favors extended to her in the 
past and while she was poor, she de- 
posited $5,000 in the same checking ac- 

January, 1999 
——— 

count she had carried for years, ang 
opened a new savings account with $10,- 

439.65. Ten days later she deposited 
$17,250 more in her savings account 
and volunteered the information that 
she expected additional funds in the near 
future. 

This little story of how the account 
of a poor widow became valuable empha- 
sizes the importance of taking good care 
of the little depositor, whose account 
may not be a big money maker, at the 

same time not undesirable, for in certain 
desirable small accounts are _possibilj- 
ties that through inheritances, insur- 

ance, and, as in the case cited, through 

some great discovery, they might become 
very valuable. This case proves that it 
pays to extend every courtesy even to 
small depositors whose business is desir- 
able although not large. 

An Automobile Drew Up 

NOTHER banker sends me what he 
terms meeting the public more than 

half way with the bank’s service. He 
writes that he was standing in front of 
his bank one day when an automobile 
drew up at the crossing and stopped. 
The driver leaned out and hailed a man 
standing at the curb. 

“Where is Lincoln Street?” he asked. 
“T don’t know,” the man at the curb 

replied, “I’m a stranger here, too.” 
“Wait a minute,” the banker inter- 

rupted, “and I’ll give you a map of our 
city.” 

Handing him a map a moment later 
the banker added: “Drive two blocks 
and turn to your right.” 

The unexpected intrusion pleased the 
motorist, for he was lavish with words 
of appreciation. 

Courtesy Paved the Way 

HIRTY minutes later he walked into 
the bank, the map in his hand. 

“Perhaps you will recall me,” he said 
by way of introducing himself. “I’m 
here visiting my brother. He’s presi- 
dent of the Atlas Iron Works. I thought 
I’d surprise him. He didn’t know I was 
coming. This is the first time that a 
bank has gone out of its way to render 
me a service. When my brother returns 
tonight I’m going to tell him he ought to 
keep his account here, at least do a part 
of his business with you.” 

In concluding his letter, this banker 
wrote, “and the little courtesy shown 
this man at an opportune time paved the 
way for me to approach a leading busi- 
ness men of our city whose business I 
had sought before without success, and 
what is best of all he has since favored 

us with a good account.” 
This is but another case that goes to 

prove that a favor extended to a stranger 
will often result in the securing of good 
business. 

The Big Surprises 

NOTHER banker starts his letter 
with this introduction. He says, 

“Courtesy and Efficiency are real service 
and a builder of business.” 
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In leading up to his case, he shows that 

he has a good grasp of his subject, when 

he says “The major items of service are 

expected daily by our customers, but the 
good accounts which come as the direct 

result of some minor service extended 

without any thought of a reward are the 

big surprises,” and then he supports 

this statement with the following ex- 

ample: . 
A stranger walked into the bank one 

afternoon and stated that he wanted to 

find a certain man whose address he had 

misplaced. It took the banker but a 
moment to locate the name in the city 

directory, write the address on a slip of 

paper, hand it to the stranger and at the 
same time give him directions as to how 
to find the address. Receiving the 

stranger’s thanks, the banker turned 
back to his work, dismissing the incident 

from further thought. 

Filled Out a Check 

HREE days later this same stranger 
came back. He said he had found 

his friend, and that he had decided to go 
into business here. 

“T like the way you treat people,” he 

said, drawing a check from his pocket, 
which he filled out for $25,000. 

“T wish to deposit this,” he continued, 
handing over his check. “You will have 
time to collect it, and I would suggest 
that you correspond with my old bank 
as to my standing.” 

“As he walked out the door,” the 
banker wrote, “I couldn’t help but re- 
alize as I had never realized before, the 
pulling power of even the little favors. 
I had done so little; in fact, all that I had 
done was to give him an address, and 
yet it had attracted to our bank a busi- 
ness man who could draw his check for 
$25,000.” 

This banker closed his letter in very 
much the same style as he had opened it. 
He said, “We are certain to receive many 
pleasant surprises if we will but take 
a personal interest in the minor prob- 
lems of our clients, for after all, while 
they seem unimportant to us, they are 
generally not so regarded by our 
clients.” 

Noticed a “For Rent”’ Sign 

a is a unique case, just a little 
different from any that has come 

to my attention-for a long time. A 
Northwest banker sends it in. It shows 
how a banker who keeps his eyes open 
paves the way for introducing the ser- 
vice of his bank to a new business firm. 
This banker writes: 

“I was returning from lunch the other 
day when I noticed a real estate dealer 
removing a ‘For Rent’ sign from its 
place in the window of a vacant store. 
Naturally, I assumed that the store had 
been rented. I could have returned to 
the bank and dismissed what I had ob- 
served from further thought, but I was 
curious to know who was going to occupy 
the building. I hastened over to the 
vacant store room, told the real estate 
agent what I had observed, and asked 
him if he had rented the room. He hesi- 
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tated a moment and said he had but 
didn’t want it generally known for the 
present. 

“Our bank would like to have his ac- 
count,” I volunteered. 

“Well, if you’ll say nothing about 
how you got the information, I’ll give 
you the name and address.’ 

“The store room had been rented to an 
out-of-town business man—a man of 
wide experience in his line and of good 
financial standing. I went back to my 
bank that noon with the name and ad- 
dress of this newcomer in my pocket. 
As he had not yet left his old home town 
I wrote to him, extending a cordial wel- 

come to our city, and at the same time 
placed the facilities of our bank at his 
disposal. He replied promptly, thank- 
ing me for the interest I had shown in 
him and added: 

“‘T will call on you in a few days.’” 
This may be an exceptional case, but 

as shown by other cases it demonstrates 
how by seizing every opportunity, even 
as commonplace a thing as observing 
the removal of a “For Rent” sign from 
a vacant store building, a bank may se- 
cure desirable business. I doubt if any 
other banker in the wide world has ever 
thought of the possibilities for new bus- 
iness in observing “For Rent” signs. 
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Varying Charges for Bank Credit 
(Continued from page 652) 

be paid, with no requests for renewal, 
no sad stories, no injured feelings. And 
the paper is eligible for rediscount at 
any moment with the Reserve Banks. In 
other words it is as good as currency 
reserve in the vaults and draws 5% per 
cent interest. 

Real Estate Loans a Necessary 
Evil 

OMMERCIAL banks in the large 
cities have never catered particu- 

larly to real estate loans because their 
deposits are for the most part payable 
on demand and their resources must 

therefore be kept in liquid form. Power 
was granted to national banks by the 
recent MacFadden Act to make a limited 
amount of loans on_ real estate 
mortgages, under certain restrictions as 
to valuation, maturity, etc., but the large 
city banks have thus far not gone deeply 
into this class of business. 

Frequently, however, real estate hold- 
ing companies need accomodation in con- 
nection with transfers of property con- 
solidation of mortgages, etc. Among the 
major industries of America, real estate 
ranks at the top. In 1928 the nation’s 
expenditure on construction amounted 
to $7,000,000,000. 

ee 

As a result, every large city has 
countless real estate holding companies 
which make desirable deposit accounts 
with banks. When loans are requested 
from banks the credit basis is unsatis. 
factory, since the properties are invari- 
ably pledged already under a first 
mortgage, usually under a second mort- 
gage also, and a third mortgage would 
be of little value and would not even 
be permitted by most banking laws, 

Financial statements of such _bor- 
rowers are so difficult to analyze that 
they mean little. How many commer- 
cial bankers are qualified to judge, when 
for example, they have submitted a bal- 

ance sheet showing an apartment house 
carried at $1,500,000, with a first mort- 

gage of $900,000 and a second mortgage 
of $300,000? How do they know if the 
apartment is worth only $1,000,000, or 
$3,000,000, unless they have had exten- 
sive real estate experience and keep in 
close touch with values? They do not 
even know that X. Y. Z. Realty, Inc, 
holds title to the building, unless they 
have a search made of the records, 
which would cost more than the entire 
interest to be received on the short-term 
loan, and would not be paid for by the 

borrower as when he places a mortgage, 
How do they know that the mortgages 

are as stated, and not several hundred 
thousand dollars more, or the terms of 
serial payments and whether they are 
being kept up, unless they have a search 
made of the rceords and communicate 
with the holders of the mortgage? 

Often this problem is complicated by 
a large real estate operator controlling 
several properties, each in the name of a 
separate realty corporation. How does 
the banker even know that the applicant 
holds the control unless the actual share 
certificates of these nominal corporations 
are produced and carefully examined? 
When these loans on elusive equities 

are granted, it is often against the 
banker’s better judgment but the bor- 
rower may carry a desirable account, 
or several, so he is not turned down. 
The banker makes the loan in the dark, 
and hopes for the best in the short period 
until maturity. Much of the new build- 
ing in cities is very speculative and is 
financed on narrow margins, so that the 
banker becomes a partner in the gamble. 
If the deal is successful he receives but 
negligible interest, while the mortgage 
lenders get the security and the builder 
makes the profit. Under these circumstan- 
ces banks feel that they should charge 
a 6 per cent minimum interest rate, and 
a 5% per cent preferential would be 
given only in exceptional cases. 

Bankers Acceptances and the 
Reserve System 

BORROWER on commodities in 
transit or warehouse could, in- 

stead of making an ordinary collateral 
loan, arrange with his bank to execute 
an acceptance. He would draw a draft 
against the bank which it would accept 
and return, after which it could be sold 
in the discount market on a 4% to 4% 
per cent basis. 
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It is to be noted that in this manner 

of financing the transaction the bank 
does not expand its credit as in the case 
of a loan; it only lends its credit by add- 
ing its name to the instrument. The 

jndividual’s draft has thus became a 

pankers acceptance and the funds come 

from some discount house or other in- 

yestor who buys the bill. 

For this service banks usually charge 
a commission of % of one per cent for 
90-day bills. This brings the total 
charge to the borrower about up to that 
for straight loans to first class corpora- 
tions, namely 5% or 5% per cent. 

In times when there is not a general 
money stringency as exists today, the 
cost of financing through the acceptance 
market would run slightly lower rela- 
tively than on straight paper, as it 
should. Constant and substantial sup- 
port is being given the acceptance 
market by the Federal Reserve Banks 
and at present the System holds about 
$500,000,000 of such bills bought in the 
open market, which is $100,000,000 more 
than one year ago. Were it not for 
this support, how many investors would 
purchase bills at 4% when call loans 
could be made at 12 per cent? 

Federal Reserve requirements as to 
eligibility and rediscount rates exert an 
influence on the rate of every type of 
loan that has been discussed. At present 
the central bank rate is 5 per cent, to be 
secured by eligible paper or United 
States government’ securities, which 
makes that figure the minimum below 
which a bank would not think of lending, 
otherwise they would be actually losing 
money on the amount of their loans re- 
discounted. 

A term “Federal Reserve funds” ap- 
pears in the money market quotations of 
some publications and causes frequent 
inquiries as to its exact meaning. When 
a bank finds its reserve balance at the 
Federal is in excess of requirements for 
the day, it naturally wishes to loan out 
the excess. Some other bank may find 
its reserve account short. If it had 
money on call these loans could be called 
in but checks received that afternoon 
would have to go through the clearing 
house the following morning before they 
became available for reserve account 

credit. In this case the bank needing 
immediate funds could go to the bank 
having an excess, and the transfer would 
be made at once on the books of the 
Reserve Bank. For the day’s interest, 
or more if over a week-end or holiday, 
the charge is at a rate of 5 to 5% per 
cent. Actual transactions in Reserve 
funds, however, are not large. 

Personal loans of $50 to $1,000 are 
being made in increasing numbers by 
large banks but they will not be dis- 
cussed herein, since they involve a spe- 
cial type of banking. Rates of 6 per 
cent have been initiated by several 
banking institutions, discount to be col- 
lected in advance, but industrial loan 
companies may charge 1 per cent 
monthly, up to 3% per cent monthly and 
still higher in the case of loan sharks, 
compared with which 12 per cent call 
money is “cheap.” 
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Potential Powers of Federal Reserve Rates 
(Continued from page 676) 

ket or any other field of enterprise may 
be by a full 1 per cent. It does not 
follow, however, that reduction of the 
rate would be by a similar 1 per cent, 
for reductions ordinarily would be only 
% per cent at a time. 

This is merely an idea at the present 
time. It is not a policy. But it is one 
of these ideas which are widely enough 
held within the System to constitute an 
indicator of future policy. 

The idea grows out of the recogni- 
tion that gold movements to and from 

the United States are not subject to 
any very strong control of the Reserve 
System. At least they are not quickly 
responsive. It is much the same with 
currency requirements, which are sea- 
sonal and which do not provide a fit field 
in which reserve banks could work with 
the thought of influencing credit con- 
ditions. 

Thus it appears that the principal 
direct influence of the reserve banks is 
through the deposits of member banks 
with the reserve banks. These can be 
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influenced by open market sales of gov- 
ernment securities and through the re- 
discount rate. During the last half 
year the open market sale of securities 
has not provided a good dampener of 
credit expansion. The volume of these 
securities held by the reserve banks has 
been comparatively low, and the time 
and market were deemed not propitious 
for selling. This may have been right 
or wrong, but it was the best judgment 
at the time. 

Deposits of member banks in Federal 
Reserve banks amount to about 7% per 
cent of the total deposits in member 
banks, or about 5 per cent of the de- 
posits in all banks. The margin of 
direct influence of the reserve banks 

may be said to be one-twentieth of the 
country’s total volume of bank credit. 
With such a small margin, the blow must 
be heavy,—‘“a short stiff jab, rather 
than a long swing.” 

This idea is strengthened by the 
demonstration during the last six 
months that there is a big lag between 
the applying of a higher rediscount rate 
and the tightening effect which was 
sought thereby. It is more of a lag 
than had been thought, and this pro- 
vides all the more reason for hitting 
when the hitting is in order. 

In considering what else might have 
been done, it is important to realize 
that the Federal Reserve System is not 
alone the Federal Reserve Board, nor 
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the twelve reserve banks, nor the 
member banks,—but all combined. De. 
cisions as to policy are not made jn 
Washington, nor by the officers and 
directors of the reserve banks, but by 
a combination of these and member 
bank opinion. This point makes it ap 
parent that Federal Reserve credit jg 
not a commodity which can be turned 
on and off at a spigot under central 
control. Credit requirements in various 
parts of the country and for various 
uses also are so divergent that the hands 

which make the policy can not be guided 
by eyes which are too closely focused on 
a single situation—the stock market, for 
example, or the agricultural crop moy- 

ing situation, or the capital investment 
field, or the construction industry. 

The diversity of economic interests 
has made it difficult for the steerers of 
the System to act on theories relating 
to the effect of a proposed act. The 
System has not any too many prece- 
dents, and certainly none for the un- 

usual conditions of the past year, 
Undoubtedly it has been the desire to 
eurb stock speculation ever since last 
May and June, or perhaps earlier, de- 
spite the occasional statements of au- 
thorities that the course of the stock 
market was none of their direct con- 
cern. Yet the question was whether 
crop moving, and commercial activity 
and constructive enterprise would feel 
the chastisement intended mainly for 
the stock market? The answer was not 
clear, nor the reactions mathematical, 
and the System chose the cautious way. 
Now, with the advantage of looking 
backward, it is easy to be dogmatic. 

Speaks Out in Meeting 
NE indication of the progress of 
thought on Federal Reserve and 

general credit policies during the last 
year, is that critics of the System are 
less inclined to dogmatism. The body of 
thought behind the LaFollette resolution 
a year ago turned out to be full of 
doubts. These still prevail, and it is a 
good sign so long as thought does not 
stagnate, and thought is certainly not 

stagnating. 
Governor Roy A. Young, of the Fed- 

eral Reserve Board, the new man of 
the Federal Reserve System and per- 
haps the strong-man-to-be, in an address 
before the American Bankers Associa- 
tion on October 3 (as published in this 
magazine for October) said: 

“Since the Federal Reserve banks fur- 
nish the basis of credit growth in any 
field, whether it be commerce, industry, 
agriculture or the trading in securities, 
the Reserve System feels concern about 
excessive growth in any line of credit.” 

This is significant, for previously the 
attitude within the System was that it 
had nothing to do with credit expansion 
which passed into the realm of “in- 
flation,” unless this had to do directly 
with commerce, industry or agriculture. 
The former attitude was “traditional,” 
if anything so young as the Reserve 
System may be said to have traditions. 
It was the “Sunday stand,” to be talked 
about in a professorial sort of way, but 
not to be used as guidance on Monday, -—- ©® eo —" oO @ fs ss 
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ay and Wednesday. The signifi- 

_ ties mainly in the fact that the 

head of the System speaks out in meet- 
ing and says that the Reserve System’s 

interests are as broad as everybody has 

always known they were. The state- 

ment breaks down barriers of academic 

thought. Hereafter, little by little and 

bit by bit, the reserve authorities will 

confess an interest in the use of credit 

in the stock market and shape their 

policies to fit. Nor is it only credit in- 

flation in the stock market which will 

draw their interest; the policy will 
apply equally to real estate and com- 
modities and anything else inflated by 

what it deemed to be the unwise use 

of credit. 

Out Into the Open 

SSS 

FIXED TRUST SHARES 
American Basic-Business Shares Corporation 

Depositor 

67 Wall Street, New York City 

The Equitable Trust Company of New York 
Trustee 

Each Fixep Trust SHare represents a 1/1000th partici- 
pating interest in property (deposited with the trustee), 
consisting of cash and a unit of common stocks of the fol- 
lowing nationally known basic American industries: 

Industrials 
American Can Co. 
American Radiator Co, 
American Tobacco Co. “B” 
duPont (E. I.) de Nemours &Co. 

Railroads 

Illinois Central R.R. Co. 

Louisville & Nashville R.R.Co. 
OVERNOR YOUNG also said, in an 

G address before the Academy of 
Political Science on Nov. 23 (printed in 
the December issue of the JOURNAL) that 
the System realized in 1927 that a 3% 
per cent rediscount rate “might be an 
encouragement to further stock ex- 
change activity; nevertheless it deter- 
mined that this would be the lesser of 
two evils and decided to adopt a policy 
of easing the money market.” Such 
statements as these indicate that the 
managers of the System recognize well 
in advance what their acts are likely 
to produce, and that they are giving 
close watch to causes and effects. 

These are only passing examples, or 
symptoms, that thought is active con- 
cerning what the Reserve System could 
and should do. From now on, with Con- 
gress in session, there is bound to be 
a flood of suggestions as to what should 
be done by law or by administration to 
make the Reserve System even more 
influential than it now is in the con- 
trolling of credit. The danger of actual 
enactment of crude legislation is very 
small. Radical proposals, shocking to 
bankers who know credit mechanism, 
really should be welcomed, for they 
bring out into the open many mis- 
understandings and suspicions which 
otherwise persist without the knowledge 
of the credit-wise men. They can be 
combatted, and the combat is stimulat- 
ing to public thought. 

New Books 
WILLS. By Gilbert Thomas Stephen- 

son. Published by F. S. Crofts & Co., 
New York. 3822 pages. Price, $3.00. 

Written in popular style, the book is 
intended to suggest to laymen, lawyers 
and trust officers, the practical steps 
testators should take and the practical 
points they should cover in the prepara- 
tion of wills. 
The plan of the book is to take the 

reader, step by step, from the moment 
he asks himself the question, “Should I 
make a will?” through the mental proc- 
esses of deciding whether or not he needs 
a will, of assembling information about 
his estate and his beneficiaries that his 
attorney will ask for, of selecting his 
executor and trustee, of working out the 
terms of his will, of executing his will 

New York Central R.R. Co. 

Northern Pacific Ry. Co. 

Pennsylvania R.R. Co. 

Southern Pacific Co. 

Southern Railway Co. 

Union Pacific R.R. Co. 

Standard Oil Group 

Standard Oil Co. of Cal. 

Standard Oil Co. of Ind. 
Standard Oil Co. of N: J. 
Standard Oil Co. of N. Y. 

Vacuum Oil Co. 

tached to certificates. 

Smith, Burris & Co. 
120 So. La Salle Street 

Chicago, Il. 
for Central section of 

the United States 

Ingersoll-Rand Co. 
International Harvester Co. 
National Biscuit Co. 
Otis Elevator Co. 
Timken-Roller Bearing Co. 
United Shoe Machinery Corp. 
United States Steel Corp. 
Woolworth (F. W.) Co. 

Utilities and Quasi- 
Utilities 

American Tel. & Tel. Co. 
General Electric Co. 
Pullman, Inc. 
Western Union Telegraph Co. 
Westinghouse Elec. & Mfg.Co. 

Dividends are payable semi-annually against coupons at- 

Fixep Trust SHarEs are sold to investors by established 
investment houses and banks in most of the important cities 
ot the United States and in several foreign countries, and 
are wholesaled to dealers by the following firms: 

F. J. Lisman & Co. 
44 Wall Street 
New York City 

for Eastern section of the United States 
and foreign countries 

Ross Beason & Co. 
Salt Lake City 

Utah 
for Western section of 

the United States 

and putting it away for safe-keeping, of 
revising it from time to time to keep it 
up-to-date, on down to the day the will 
is ready for probate. 

POST-WAR MONETARY STABILIZA- 
TION. By Gustave Cassel, Professor 
of Economics, University of Stock- 
holm. Published by Columbia Uni- 
versity Press, New York City. 100 
pages. Price, $2.50. 

A series of three lectures delivered 
by the eminent Swedish economist at 
Columbia University under the Julius 
Beer Foundation. The first is a factual 
account and a theoretical explanation of 
the recent inflation and _ stabilization 
processes in various European countries. 
The second considers the gold standard, 

including a discussion of the possibility 
of stabilizing the value of gold. The 
third describes “the new gold standard 
and the dominant position of the Federal 
Reserve System in the world economy.” 

DIGEST OF RULINGS OF THE FED- 
ERAL RESERVE BOARD.  Pub- 
lished by the Federal Reserve Board, 
Washington, D. C. 647 pages. Price, 
$2.00. 

A digest of the regulations of the 
Federal Reserve Board from .1914 to 
1927, inclusive, together with the regu- 
lations issued under the National Bank 
Act and the instructions of the Comp- 
troller of the Currency. It is in sub- 
stance an annotated edition of the Fed- 
eral Reserve Act. 
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Trusting to imagination for Facts — and to 
memory for Figures — puts Business in the 
realm of Fancy. 

Reverse the operation: Trust to Facts for imag- 
ination and to Figures for memory—and Busi- 
ness is lifted out of the realm of Fancy. 

Modern Accountancy is demanded by the logic 

of trusting to facts and figures. Its Budget is 
a guide to what should be, based on what s. 
Its Detailed Audit analyzes and checks what 
has been. Its Costs are figures based on facts. 
System and Method are the physical expres- 
sions of its established order. Good manage- 
ment served by Modern Accountancy controls, 
because through these factors of facts and 
figures Business itself is lifted out of the realm 
of Fancy. 
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A New Force in the Money Market 
(Continued from page 672) 

necessary to carry the dealers by taking 
securities under repurchase agreement 
when they cannot obtain funds else- 
where. Small fluctuations in the security 
holdings of the Reserve banks are com- 
monly caused by these purchases under 
repurchase agreement and have no sig- 
nificance as reflecting Federal Reserve 
policy, but large changes in security 
holdings are principally due to policy. 

The observed experiences in the past 
six years has demonstrated rather 

precisely the way in which purchases or 
sales influence the credit situation. Pur- 
chases of securities put funds into the 
money market, which are ordinarily used 
by member banks to repay discounts at 
the Reserve banks. The consequence is 
that member banks find themselves in a 
position to lend somewhat more freely. 

Conversely, sales of securities decrease 
the reserves of member banks and make 
it necessary for them to increase their 
discounts at the Reserve banks, and con- 
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sequently tend to restrict their lending 
capacity. Purchases or sales of Securi. 
ties do not ordinarily affect largely the 
total amount of Reserve bank credit in 
use but rather affect the extent to which 
banks feel responsibility for its use, 

The principal operations in govern. 
ment securities since 1922 have been the 
following: 

A purchase of securities early in 1922 
A sale of securities in late 1922 and early 

A large purchase of securities from 
January to September, 1924. 

A sale of securities early in 1925, 
A small purchase and later sale of securi. 

ties in the spring and summer of 1996 
A purchase of securities in 1927. : 
A sale of securities early in 1928, 

Many erroneous conclusions haye 
been drawn as to the motives for these 
operations. One favorite misstatement 
is that action was taken to help Europe; 
another is that the Reserve System was 
seeking to stabilize commodity prices; 
still a third is that the system was seek- 
ing to encourage or discourage specu. 
lation. 

Shades of Influence 

NE of the fallacies to which the 
human mind is prone is the over- 

simplification of other people’s motives, 
Everyone in his own experience knows 
that the decisions he makes represent 
the weighing of a whole series of fac. 
tors. Any over-simplified statement such 
as the statement that we bought securi- 
ties in 1927 to help Europe gives a quite 
erroneous picture of Federal Reserve 
action. 

A decision to buy or sell securities 
has always been reached only after a 
careful survey of all the facts available 
as to both domestic and foreign condi- 
tions, and any accurate description of 
the reasons why action was taken would 
have to review all the factors and indi- 
cate the shades of influence which each 
one of these might have on the decision. 
It is therefore difficult, if not impossible, 
to describe in a few words the factors 
which have determined the open market 
operations of the System. 

It is possible, however, to summarize 
some of the circumstances related to 
open market operations. In my judg- 
ment the most important fact about 
these operations is that purchases of 
securities have always taken place at 
times when business in the United States 
was either somewhat depressed or re- 
ceding, and thus at times when additional 
supplies of credit might be expected to 
serve as a stimulating element. This 
was true when purchases were made 
early in 1922, the spring and summer of 
1924, the spring of 1926, and the late 
summer of 1927. 

Conversely, sales of securities have 
always taken place at times when busi- 
ness was active and when increases In 
the volume of credit were tending to 
stimulate speculation, price increases, 
overproduction, etc. This was true In 
the spring of 1923, the spring of 1925, 
the summer of 1926, and the spring of 
1928. 
Much attention has been given in this 

country in recent years to the dis- 
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cussion of methods of ironing out the 

fuctuations of the business cycle. One 

proposal discussed most recently has 

heen for the government to set aside a 

reserve fund to be used for building con- 

struction at times of slack employment 

when the business cycle is. at its trough. 

Another most important influence upon 

the business cycle is the volume and cost 

of credit. ; 

In general easy money tends to stim- 

ulate business and firm money tends to 
depress it, and a credit program which 

favors cheap money when the business 

cycle is receding, and firm money when 
the cycle is moving toward its peak, 

should be an influence toward smoothing 

off the cycle and giving us a more steady 
and even prosperity. The open market 
operations of the Reserve System in gov- 
ernment securities since 1922 have con- 
formed precisely with this principle. 

There is no way of proving precisely 
the effect of these operations on the 
whole credit and business situation, but 
it is my belief that they have aided in 
keeping recessions from being depres- 
sions and in keeping prosperity from 
degenerating into booms. 

Important Limitations 

ONCERNING the precise operations 
of the law of cause and effect in 

open market transactions, it is always 
dangerous to pass judgment, for the sit- 
uation is always complicated by many 
interrelated factors. In general also the 
few years during which these transac- 
tions have been carried on are not suffi- 
cient to form a basis for final appraisal, 
but the available evidence all indicates 
that open market operations have been 
an effective method of Federal Reserve 
influence upon, the credit and business 
situation’ which cannot wisely be dis- 
carded but are destined to play an impor- 
tant réle in the future. 
One further thought should be added 

te this discussion, for there is always 
danger that a discussion of this sort 
should leave an impression that the Re- 
serve System is omnipotent. In practice 
there are at least three important limi- 
tations to Federal Reserve powers. 
The first is that the Federal Reserve 

action is only one of many influences 
upon the money market. The Reserve 

System may influence but cannot control 
the international flow of funds, the ac- 
cumulation of capital, the spirit of spec- 
ulation, the use of currency, and many 
other factors. Indeed, any Federal Re- 
serve action tends to set up its own 

offsets. High money rates tend to draw 
funds from all over the world; low 
money rates tend to repel gold and en- 
courage the use of credit and thus lead 
in turn to higher rates. Thus any policy 
sets in motion the very tendencies which 
will nullify it in the long run. 

The Ultimate Danger 

SECOND limitation is that, gen- 
erally speaking, the Reserve banks 

can only deal with the total volume of 
credit, with the money market as a 
Whole, and not with particular uses of 
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credit. A change of rates or an open 
market operation affects all interest 
rates. The System, for example, cannot 
exert an influence toward higher money 
rates for speculative use of credit with- 
out to some extent raising the cost of 
commercial money. 

This is true whether the speculative 
use of credit be in real estate, commodi- 
ties, the security markets, or anywhere 
else. The System can deal with a gen- 
eral inflation by raising rates and sell- 
ing securities, but has limited power to 
deal directly with specific situations. 
That is a problem for the banks who 

grant credit and for individuals who 
use it. 

Still a third limitation on the action 
of any bank of issue is the necessity for 
protecting its gold reserves. Historical- 
ly banks of issue have perforce deter- 
mined their policy largely from this ne- 
cessity and only as a secondary consid- 
eration have been able to consider the 
general desirability of easy or dear 
money for a country’s prosperity. Since 
1921 this country has had so much gold 
that it needed to give but little regard 
to its protection. In fact, the problem 
was reversed—we had to consider the 
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ultimate danger of too large gold re- 
serves. 

Seeking a Scapegoat 

§ fw loss of half a billion of gold in 
the past eighteen months brings us 

nearer to the time when the status of 
the country’s gold reserve cannot be dis- 
regarded, and when the Reserve System 
will of necessity operate more nearly in 
accordance with the traditional practice 
of banks of issue under the gold stand- 
ard. It often happens that this tradi- 
tional practice calls for precisely that 
action which would be indicated by 
more general considerations. This was 
notably true in the past year. 

Under the traditional practice, gold 
exports would have led promptly to 
higher discount rates to protect reserves. 
Exactly the same action seemed wise for 
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quite other reasons. Over a term of 
years in the future, however, the need 
for protecting gold reserves may be ex- 
pected to act as something of a limiting 
factor upon Federal Reserve operations. 

A New York City bank recently made 
inquiries in London as to the money out- 
look. The returns showed differences 
on many points, but perfect agreement 
upon one point that the Federal Re- 
serve Board held the key to the situa- 
tion. It is not necessary to go to Lon- 
don to hear this view expressed. This 
is a delightfully simple but not a sound 
solution of monetary problems. 

The human mind delights in person- 
alizing the forces of good and evil. It is 
constantly seeking a scapegoat. The 
Reserve System has large powers, but 
powers more limited than those often 
credited to it in popular imagination. 
This is perhaps the gravest danger the 
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System faces—that too much be ex. 
pected of it and thus there should be no 
possibility of realization of the expecta. 
tions. 

The responsibility for sound credit 
conditions in this country rests upon 
many shoulders. The Reserve System 
is devoted more exclusively to this end 
than in any other organization. But the 
final result depends not on it alone, but 
on the willingness of the whole banking 
community to consider the common 
good. This is nowhere more evident 
than in the American bill market. 

Convention Calendar 
STATE 

ASSOCIATIONS 

New Mexico 
Texas 

Missouri 

Oklahoma Oklahoma City 
Iowa 

Illinois Aurora 
Virginia Old Point Com- 

fort 

DATE 

April 
May 
May 
May 
June 
June 
June 

PLACE 

Las Vegas 
Galveston 

OTHER 
ASSOCIATIONS PLACE 

Trust Co. Midwinter 
Conference 

New York, N. Y. 
A.B.A. Executive 
Council Biloxi, Miss. 
Reserve City Bankers 

Detroit, Mich. 

DATE 

Feb. 13-15 

April 15-18 

June 10-14 

Sept. 30-Oct. 3 
American Bankers Assn. 

San Francisco, Cal. 

More Canadian Branches 
TEADY increase in the number of 
branches maintained in the Prairie 

Provinces by the chartered banks of 
Canada is reported to the Commerce 
Department. Latest figures show a net 
increase of forty-two branches since 
Jan. 1, 1928. 

The total number for the three prov- 
inces now stands at 985, distributed as 
follows: Saskatchewan, 460; Alberta, 
293 and Manitoba, 232. Of the forty- 
two new branches established, nineteen 
are in Saskatchewan, thirteen in Al- 
berta and ten in Manitoba. 

According to the report to the Com- 
merce Department the present policy of 
expansion appears to be much more con- 
servative than during the “boom” period 
immediately after the war and branches 
are being established only where inves- 
tigation indicates a permanent business 
sufficient to warrant the maintenance of 
a branch. 

The more widely the JOURNAL is read 
in your bank, the greater your return. 
Are you subscribing for any of your em- 
ployees? Every day something new is 
learned about banking—every month 
these new facts are brought together in 
the JOURNAL for the benefit of your 
staff. See that they are used for the 
best interests of your bank by placing 
this magazine in the homes of your em- 
ployees. 
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Mass Prosperity 
(Continued from page 635) 

tions had been made, in excess of $1,- 

000,000 each. 
Of these multimillionaires, 134 re- 

turned net incomes of between $1,000,000 

and $1,500,000, an actual average in- 

come of a trifle over $1,195,000. With 

incomes of between $1,500,000 and $2,- 

000,000, there were returns made by 

fifty-four individuals, with an actual 
average income of about $1,735,000. 

With incomes between $2,000,000 and 

$3,000,000, there were fifty-five returns, 

with an actual average income of about 

$2,401,000. With incomes between $3,- 
000,000 and $4,000,000 there were 
twenty-two returns, with an average of 
$3,402,000. With incomes of between 
$4,000,000 and $5,000,000, there were 
eight returns, with an average of $4,- 
565,000. With incomes in excess of 
$5,000,000, there were ten returns, with 
an average return of $8,899,524. 

It must be remembered that the above 
statistics are from the preliminary 
statement, which includes all returns 
for 1927 filed to August 31, 1928. By 
the time these statistics are completed 
it is possible that the number returning 
net incomes in excess of $4,000,000 will 

be shown to be more than the eighteen 
shown by these preliminary statistics. 
For 1924 there were only three returns 
of incomes in excess of $5,000,000 as com- 
pared with ten for 1927. These three 
individuals had an average net income 
of $9,318,000. This means that the av- 
erage income of the seven individuals 
entering the “over $5,000,000 class,” in- 
creased at least $3,000,000. This proves 

that the number of taxpayers—when 
not affected by the increased exemptions 
and tax credits—has increased enor- 
mously during the last three years prior 
to 1928. ‘ 

Larger Tax Returned 
‘THE taxable net income returned for 

1924 by individuals with net incomes 
between $5,000 and $10,000, was $2,906,- 
143,000, as compared with $3,491,992,000 
for 1927, an increase of over 20 per cent. 
This, compared with the increase in the 
number of returns in this income zone 
of 18 per cent, indicates a greater in- 
crease in the net income than in the 
number of returns. 
The net income returned for 1924 by 

individuals in the income zone between 
$10,000 and $50,000 was $4,396,636,000 
as compared with $5,769,539,000 for 
1927, an increase of $1,372,900,000. The 
income returned in the zone between 
$50,000 and $100,000 was $1,053,650,000 
for 1924, and $1,527,683,000 for 1927, an 
increase of 45 per cent, as compared 
with 44.3 per cent increase in the num- 
ber of returns for the same zone. The 
income returned by individuals with in- 
comes in excess of $100,000 in 1924 was 
$1,223,312,000, as compared with $2,- 
808,595,000 for 1927, an increase of 
over 121 per cent as compared with 
something less than 104 per cent in- 
Crease in the corresponding number of 
returns. 

This indicates a large increase in the 
number of taxable returns for 1927 over 
1924, in comparable returns, and a 
larger increase in the corresponding tax- 
able income. The result is the actual 
increase in total tax returned of over 
18 per cent in spite of a reduction in the 
total number of returns of over 43 per 
cent and a probable reduction fully 
equalling 40 per cent in the rates of tax. 

Vast Capital Gains 
HE sources of the incomes returned 
may be of interest. For 1924, over 

47 per cent of the entire income reported 
was derived from wages and salaries, 
while for 1927 this item represented 
only 38% per cent of the total income 
reported. This statement, however, 
needs further explanation. 
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For 1924, the total returned for wages 
and salaries, divided by the total num- 
ber of returns, was $1,886, while the 

similar figure for 1927 was $2,437, an 

increase in the average wage of over 
29 per cent. In fact the average per 
capita derived from each source of in- 
come enumerated increased from 1924 
to 1927. This increase ranged from 29 
per cent for wages and salaries to 388 
per cent for profits from capital gains. 
The per capita or average gain in total 
income returned increased over 58 per 
cent, as compared with an increase of 
over 65% per cent in the average of 
the taxable net income returned for 
1927. 

The outstanding features in the 
changes in the sources of income for 
1927 are the enormous increase in in- 
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come derived from dividends, and from 
the sale of property, both real and per- 
sonal, but especially that classed as capi- 
tal assets. The 1927 preliminary re- 
turns of incomes from dividends over the 
1924 similar returns show an increase 
of nearly a billion dollars, to be exact, 
$948,986,060, an increase in the per 
capita or average return of about 129% 
per cent. The like increase in profits 
from the sale of capital assets was 
$679,628,640, or in the per capita re- 
turns, an increase of over 388 per cent; 
and from sales of property held not in 
excess of two years, $625,233,721, or an 
increase in the per capita return of 
about 176 per cent. 

The explanation of this condition is 
the phenomenal corporate prosperity 
which necessarily increased dividends, 
and the abundance of money among in- 

LIVERPOOL HAVRE ANTWERP 

dividuals, caused largely by reduced 
taxes, encouraging the purchase and re- 
purchase of securities, as evidenced by 
the unprecedented activity in the se- 
curity markets of the country. 

A study was made for THE JOURNAL 
some three years ago, based upon the 
preliminary statistics of income for 
1924, of the number of millionaires then 
in the country. The great increase in 
the number and incomes of wealthy 
people, as evidenced in the returns so 
far available for 1927 would seem to 
warrant a new study of this subject. - 

The number of returning net incomes 
of $50,000 but not in excess of $100,000, 
according to these returns, was 22,460. 
Those received by way of salaries and 
wages, $302,415,484. In this zone was 
also included $48,102,405 as returned as 
income by fiduciaries from the estates of 
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deceased persons or other trust estates, 
This reduced the net income of $1,527,. 
683,375 received by these 22,562 persons 
to $1,177,165,486. 

The dividends received by them were 
returned at $620,033,743. Some of these 
dividends were at immense rates, as can 
be seen by the prices at which certain 
stocks were sold. The net income from 
business, returned by the taxpayers in 
this zone, was $89,233,579, while from 
the earnings of partnerships it was 
$156,095,380. The profits returned from 
the sale of property, other than that in. 
cluded in capital net gain, was $176, 
377,350, while the capital net gains re- 
turned was $168,588,031. 

Much of this latter profit was at rates 
in excess of 100 per cent representing 
accumulated gains over many years, 
especially in the case of sale of realty, 
The receipts from rents and royalties 
returned amounted to $49,639,688. The 
receipts from interest and investments 
returned was $145,411,936, while the in- 
terest received from United States obli- 
gations not wholly tax-free was returned 
at $7,525,860. In addition to the tax- 
able securities held by the taxpayers in 
this zone, their returns showed that they 
owned $916,022,156 of tax-free securi- 
ties, and received tax-free interest 
thereon of $44,899,185, an average rate 
of about 5 per cent. 
A careful analysis of these figures, 

and a full study of certain other factors 
would seem to indicate that there are 
about 4000 persons in this zone whose 
net assets are worth in excess of 
$1,000,000. 

The number of returns with net in- 
comes in excess of $100,000, according to 
the preliminary statistics for 1927, were 
11,067. The taxpayers in this zone re- 
turned income as follows: 

$262,030,802 
39,783,860 
65,285,511 

Partnership 275,412,988 
Profit from sales: 

Not capital gains 279,337,365 
Capital net gains 5,455 

Rents and royalties 49,739,167 
Interest and investments 172,150,197 
Interest on _ taxable - 

States obligations 10,325,860 
1,185,943,926 Dividends 

Total net income $3,205,465,474 

The total wealth of these 11,067 in- 
dividuals may be estimated at somewhat 
over $50,000,000,000. Of this, it is prob- 
able that the ten wealthiest own some- 
thing over $4,000,000,000. 

Of the 11,067, it is probable that the 
entire net wealth of about 1200 of them 
does not reach the million dollar mark. 
This gives as a net result about 13,867 
individuals who made income tax re- 
turns for 1927 that were included in the 
preliminary report thereon, have wealth 
in excess of $1,000,000 each. To this may 
be added some few not included in the 
above whose wealth is unproductive, and 
whose actual income consists largely of 
dividends. It would be safe to say that 
the entire number of millionaires in the 
United States, as of the end of 1927 was 
not very far from 14,000, or an increase 
of about 3000 within a period of three 
years—years of unsurpassed prosperity 
for the individual population" of the 
United States. 

Wages and salaries 
Fiduciary 
Business 
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The Orient Beckons the 
Dollar 

(Continued from page 637) 

place in China, it will probably do so 

indirectly, allowing other countries whose 
policies in China permit more positive 

action for the protection of their inter- 

ests to take the risks. 
The principal opportunities for direct 

loans will probably continue to be in 

Japan and Australia, and if political ex- 
igencies permit, in the Philippines. There 
are rich fields for American investment 
in these islands, provided questions of 
a political nature are settled. 

It is generally believed that the Amer- 
ican market is likely to remain the source 
of new capital for world development 
for some years to come, and it is safe 
to say that we shall undoubtedly con- 
tinue to utilize our funds in such a way 
as to cause us the least possible political 
embarrassment. 

A Load of Financing 
Fl ewied field for America’s surplus 

funds in the Far East as _ well 
as in other areas may be found in 
financing the sales of American manu- 

facturers on longer credit than in the 
past. The traditional sixty or even 
ninety-day terms have never met the full 
requirements in most lines of trade in 
the Far East, where, because of the very 
inadequate transportation facilities, two 
or three months is required to move 
goods to the up-country consumer from 
the port. The financing of these ship- 
ments has been carried by local mer- 
chants of various European nationalities, 
but with the advent of American goods 
into these markets during the war, no 
corresponding American credit machin- 
ery has been inaugurated. American 
terms of payment, necessitated by bank- 
ing practice designed primarily for do- 
mestic trade and hampered by state 
banking laws, barely permit the im- 
porter in the Far East to receive the 
goods before he is obliged to pay for 
them. The result is that while importers 
of goods from Europe are able to get 
from six to nine months’ credit, their 
competitors who import from the United 
States get from sixty to ninety days. 
The practical result is the shifting to 
local money markets at high interest 
rates a load of financing which could be 
more cheaply done by the American man- 
ufacturer at home. This is an added 
charge on American goods which under 
present competitive conditions they can 
ill afford to bear. 
The remedying of this situation comes 

within the scope of the commercial 
rather than the investment banker. It 
opens up a new and profitable avenue for 
the utilization of surplus American cap- 
ital abroad which would be of great 
practical benefit in the extension of ex- 
port trade. Installment buying is being 
introduced gradually all over the world 
with what many economists now believe 
to be beneficial results. The man who 
can “pay as he rides” is more likely to 
begin riding and keep on riding than 

services. 

approval and complete satisfaction. 

With 

light on 

Send us on approval 
return it collect if not satisfactory. 

Bank Name 

Attention 

Street 
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CONCENTRATED INTEREST 
/ { \ODAY the bank that is satisfied to sit back and wait for accounts is being 

; left behind in the race for supremacy by those that merchandise their service 
in every way compatible with the dignity of the Profession. 

Bank windows are being used more and more to concentrate the interest of the 
casual passersby on the desirability of savings accounts and on other banking 

Concentrated interest in your bank windows can be gained by using 
THE PERFECTOLITE DUAL POSTER PILLAR ELECTRIC DISPLAY. 
Our confidence in this advertising display permits us to send it to you subject to 

If not entirely satisfied display can be returned at our expense. 

With 

light off 

The Perfectolite dual poster electric display is a transparency ad, finished in oil 
colors, effective for both day and night. 
The box has a beautifully embossed 144” moulding finished in a gold and blue 
stippled antique finish. Posters are made in 5 colors, done in oil. Size 10” x 20”. 
Price of display and six posters for six months’ service is $21.00, F. O. B. NEW 
YORK. The flashing unit is guaranteed for one year. 

FILL IN AND ATTACH TO YOUR LETTER HEAD 
SSS SSS SSCS SSS SS SSS SS SSS SS SSS SSS SS SSS SSS SS S222 2228228222588 

Perfection Slide & Pictures Corp., 78 Fifth Avenue, New York City 

Perfectolite Electric Display. 

The light goes on and off at intervals. 

No bulb. 

It is understood we may 

the man who must first save up the price 
of a motor car. World prosperity, we 
have learned, depends upon a more 
rapid turnover in consumer’s goods, and 
one way we have achieved this in this 
country has been through greater credit 
facility to the ultimate consumer. For- 
eign consumers of our goods in the great 
outlying markets of the Far East, how- 
ever, are actually discouraged in their 
attempts to buy them by onerous terms 
of credit. 

Opening up New Vistas 

EVERAL of the great motor car com- 
panies have realized this situation 

and have extended the operation of their 

acceptance corporations abroad with 
highly beneficial results. Other indus- 
tries are about to follow, and a whole 
new field for the profitable employment 
of American capital is opening up. The 
term of credit extension naturally varies 
with the length of time required to place 
different lines of commodities into con- 
sumption. The terms on machinery, on 
iron and steel and other producers’ 
goods, must necessarily be longer than 
those granted to the purchasers of goods 
which enter rapidly into consumption. 
The working out of these details is only 
a matter of time, however, and with the 
support of an enlightened public opinion 
at home, the time should not be far dis- 
tant when the old objections to Ameri- 
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DOWNTOW N-— 
Also in 32 

Neighborhoods 

Managers of 32 First National Bank 
Branches are making: neighbor- 
hood calls today . . 
business day. 

and every 

Only through such personal contact 
can this institution know the great 

Detroit market with its medley 
of races, creeds and customs. 

For 65 years, progressive policies of the First 
National Bank have anticipated the commer- 
cial banking requirements of a growing city. 

| FIRST 
NATIONAL BANK 
FIRST NATIONAL COMPANY 

OF DETROIT 
INCORPORATED 

can methods of financing exports to 
distant markets like the Orient will be 
entirely eradicated. 

Inasmuch as such a development in 
commercial banking will necessarily 
carry with it a more intimate knowl- 
edge of local credit conditions in these 
markets, it will provide a valuable back- 
ground to investment bankers who may 
wish to extend their operations to the 
financing of all sorts of local projects 
in these distant communities. The needs 
for municipal improvements of every 
description even in the more stabilized 
areas of the Far East are apparent to 
even the casual visitor and many oppor- 
tunities for paying investments in sew- 

erage plants, electric lights and gas 
plants, good roads and even modern ho- 
tel equipment open up new vistas for the 
investment banker who is fortified by 
adequate information on local conditions 
and has the support of a well informed 
investing public in this country. Such 
loans, moreover, usually carry with them 
large orders for supplies which, with 
proper coordination of effort, could be 
placed with American suppliers. 

The opportunities for the investment 
banker in the Far East present latent 
possibilities which require only intelli- 
gent handling to make them redound to 
the benefit not only of the exporter, but 
also of the investing public. 

——9ripiinas 

Shall We Change 
the Calendar? 

(Continued from page 631) 

2. The month is not a multiple of the 
week; with the exception of February each 
month contains four weeks plus two or three 
days, causing the day-names of dates to 
change continually in the different months, 

8. The calendar is not fixed, but changes 
each year; as the ordinary year has one day 
over fifty-two weeks the date of the month 
falls each year on a different day of the week 
from the preceding year. 

These three defects cause unnecessary 
inconvenience, difficulty, and confusion to 
men and women in all walks of life, 
especially to the accountant and the 
statistician. As the month may con- 
tain tweny-eight, twenty-nine, thirty or 
thirty-one days, all calculations of sala- 
ries, interest, insurance, pensions, rent, 
etc., fixed on a monthly basis are inac- 
curate because they do not correspond 
with one-twelfth of the year. There is 
a difference of 11 per cent between the 
length of February and the length of 
(March. There is even a greater differ- 
ence between the number of working 
days which, of course, is the important 
factor in all business. 

If allowance is made for Sundays, 
holidays and Saturday half-holidays, it 
is found, for instance, that in 1927 there 
were twenty-one working days in Janv- 
ary and twenty-five working days in 
March, a variation of 19 per cent. In 
1926 there were twenty-five working 
days in March and twenty-two and one- 
half working days in May. If no ad- 
justment were made for output, for in- 
stance, between March and May of that 
year, the manager of a concern, assum- 

ing that production had been uniform, 
would have the impression that the out- 
put had declined 10 per cent between 
March and May. 

Cause Misconceptions of 

Business Trends 

_ is expensive to make adjustments 
for these variations, yet, if adjust- 

ments are not made, monthly compari- 
sons are misleading. April and May or- 
dinarily show a decline from the high 
number of working days in March. This 
variation is the cause of many miscon- 
ceptions each year regarding the course 
of general business throughout the 
country because in the publications of 
the data, adjustments are seldom made 

for these variations. 
There is also a variation in the num- 

ber of paydays during the months, and 
if adjustments are not made the monthly 
production, and cost reports of the man- 
ufacturer are misleading. The trouble 
caused by this variation is known well 
to accountants. 

Since the various days of the week 
are not of the same value as regards the 
volume of trade, there can be no accu- 
rate monthly comparison between one 
year and another if the months do not, 
from year to year, include the same 
number of individual week days. For 
instance, we all know that Saturday 1s 
the most important day for department 
stores; in fact, the Saturday sales 
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amount to 22.1 per cent of the total 

sales of the week while Monday repre- 

sents only 15.5 per cent. Obviously com- 

parison between June of one year when 

there were five Saturdays and June of 

another year when there were only four 
Saturdays would be misleading. Due 

to this variation in 1926, if the value of 

January is assumed as 100, February 

would have a value of 94.8 per cent and 

March a value of 105.8 per cent. 

Another illustration: from the calen- 

dar of 1928 one will note that January 

has only four Wednesdays and four 

Thursdays. In the hotel business Wednes- 
day and Thursday are the most profit- 

able days, with Sunday and Saturday 

the poorest days. The hotel manager in 

1929 comparing his receipts with 1928 
may think he has had an unusually good 
month but he is only fooling himself. 
Statements submitted by corporations 

to the bank credit manager may in the 
same way give erroneous impressions. 
For example, operating results for Jan- 
uary with twenty-six working days and 
for February with twenty-two working 
days may show a difference entirely un- 
warranted by any fluctuations in daily 
turnover. Or a statement of financial 
condition may show rather heavy ac- 
erued liabilities because of the inclusion 
of an accrued Friday payroll in a month 
that ends on Thursday. Unless the 
reason for the discrepancies is pointed 
out, such statements do not tell the 
truth. 

May Mislead Investor and 

Speculator 

PERATING returns of railroads 
and other corporations whose se- 

curities are dealt in on stock exchanges 
are subject to the same erroneous inter- 
pretation and may mislead both investor 
and speculator. 

It is clear, therefore, that if adjust- 
ments are not made for the number of 
week days in the month all monthly re- 
ports are misleading and incorrect com- 
parisons are obtained between’ the 
months of the same year and between 
corresponding months of different years. 

Because the date of the month falls 
each year on a different day of the week 
from the one on which it fell in the pre- 
ceding year, the dates of periodical events 
can never be fixed in advance with pre- 
cision. Complications arise especially in 
setting regular dates for meetings and 
providing for holidays that fall on Sun- 
day. Confusion arises because the holi- - 
days occur on different days of the week 
in different years. 
Conditions have changed greatly and 

work is conducted on an entirely differ- 
ent basis from that which prevailed al- 
most two thousand years ago when our 
present calendar was established by the 
Cesars. All other factors and auxili- 
aries of business, such as mediums of 
exchange and currencies, commercial 
laws, banking and credit systems, stan- 
dardization of time, labor-saving ma- 
chinery, production methods, and trans- 
portation methods have been changed 
and are constantly being changed to con- 

edern: Bow Bidii 
Demands | 

Modern Protection 
Placing a barrier of steel and glass 

and those who 
serve them is not the modern idea of 

Steel cages, grilled win- 
dows and private offices, conceived 
primarily as protection against day- 
light holdups, have no place in pre- 

between customers 

banking. 

sent-day bank architecture. 

While the need of daylight protection 
is greater today than ever before, it 
is being adequately met by 

This scientific method 

bank architecture. 

of protecting 
the bank’s funds as well as the lives 
of its customers and employees has 
made practical this modern trend in 

The new home of the 
Monongahela National 
Bank in Pittsburgh, de- 
signed by Architect 
Edward Stotz, repre- 
sents a new trend in 
bank architecture. Cus- 
tomers and employees 
are not separated by 
steel or glass partitions. 
As protection against 
daylight holdups, thir- 
teen FEDERAL Gas 
Guns are installed. 

The entire banking 
room can be flooded 
with Federal Gas by a 
touch on one of the 
many conveniently lo- 
cated controls. 

Literature fully describing the modern and effective protection 
will be sent upon request. 

FEDERAL LABORATORIES, INC. 
A 1631 Liberty Ave. 

form to the demand of modern business. 
Why should not the calendar now be 
changed in order to conform more nearly 
to modern needs? 

Business men are not the only ones 
who are adversely affected by the de- 
fects in the present calendar. Records 
and comparisons are equally important 
to scientists and investigators in various 
fields of endeavor. It is just as impor- 
tant that the basis of these records be 
uniform and accurate as for business 
records. 

For many years men in different coun- 
tries have recognized the disadvantages 
and imperfections of the existing calen- 
dars. Many suggestions have been made 

to remedy some or all of these faults, 
and a great impetus was given to the 
movement in 1922 when a Committee of 
Enquiry to study and report upon the 
question was appointed by the League 
of Nations. 

185 Plans Offered 
HIS committee had submitted to it 
185 plans for revising the calendar. 

The committee narrowed the possible 
plans down to the two which the Na- 
tional Committee on Calendar Simplifi- 
cation is placing before the country. The 
thirteen-month plan thus far has the 
largest number of supporters. This 
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Is your staff up-to-date 
on the many new banking developments ? 
N New Jersey, there is a Trust Company which has 
very evidently found a practical solution to one of the 

most serious of all banking problems—the problem of 
giving the staff the stimulus of outside banking knowl- 
edge and experience. 

Eighteen months ago, purely 
as an experiment, this Trust 
Company sent copies of the 
Amezican Bankers Association 
Journal to the homes of five of 
its department heads. 

In short order, results showed 
themselves so convincingly that 
this first trial order was increased 
to twenty-eight subscriptions. 

And today, after one and one- 
half years of constructive experi- 
ence with this practical and 
proven method of spreading the 
gospel of better banking, the 
order has been increased to forty, 
including all the directors. 

Nor is this an isolated case by 
any means—all over this country, 
the banks which, one year or 
more ago, put the Journal to the 
same decisive test are not only 

renewing their original orders 
but, in an amazing number of 
cases, are making extensive ad- 
ditions to their original lists. 

In your organization today 
there are men and women whose 
efficiency can be multiplied; 
whose productive thinking can 
be stimulated; whose daily con- 
tacts with your customers can be 
made more constructive and 
profitable, if you will but give 
them the chance to read—and 
digest, at their homes—the many 
new banking facts, ideas and in- 
spirations contained in every 
issue of the one _ publication 
which, without thought of profit, 
devotes itself first, last and all 
the time to the cause of better 
banking—the Journal of your 
Association. 

ROVE up on the benefits of this broader, sounder 
utilization of the Journal through 1929 by selecting 

five members of your staff to receive it; to read it; to use 
it for your benefit—and watch the results. The cost for 

a full year will be but $10.00. 
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110 EAST 42nd ST., NEW YORK 

BONDS 
THAT SELL 

Surety Guaranteed 

First Mortgage Bonds 

of 

Old Established 

First Mortgage Companies 

Underwritten 

by 

The Colonial Mortgage 
Investment Company 

First National Bank Building 

Baltimore, Md. 

FOR SALE: 
Bank Fixtures; White marble, 
Bronze grill. Bargains if moved 
at once. First National Bank, 
Elgin, Ill. 

plan, which is called the International 
Fixed Calendar, was devised by Moses 
B. Cotsworth, British scientist and 
statistician. 

In brief, the International Fixed Cal- 
endar consists of thirteen standard 
months with each month consisting of 
four weeks of seven days each. Each 
month of the year will always be ex- 
actly the same as the first four weeks 
of 1928. The new month, the name of 
which will be a matter for consideration 
by the International Conference, will be 
inserted between June and July, as at 

January, 1999 

Every Month the Same 

that time of the year the change will 
cause the least confusion with respect 
to the seasons. The 365th day will be 
December 29 and will have no week day 
name. This day will be inserted as an 
extra Sabbath between Saturday, 
December 28 and Sunday, January 1, 
In like manner, in Leap Year the extra 
day, June 29, will be placed between 
Saturday, June 28, and Sunday, the first 
day of the new month. 

All the defects which have been listed 
above as obtaining under the present 
calendar can be overcome by the pro- 
posed 13-month calendar. It would 

therefore have the following advantages 
over the present calendar: 

14 Advantages 
All months would be equal, each having 

¢ twenty-eight days. 
2. The day of the week would always in- 

dicate the monthly date, and conversely, the 
monthly date would indicate its week-day 
name. 

38. The complete four weeks would exactly 
quarter all months, harmonizing weekly wages 
and expenses with monthly rent, accounts, 
etc. 

4. Pay days would recur on the same 
monthly date, which would facilitate both 
business and home life. 

5. Each week-day would recur on its four 
fixed monthly dates, thereby making more 
regular the weekly and monthly work, pay- 
ments, production, etc. 

6. All periods for earnings and spending 
would be either equal to or exact multiples 
of each other. 

7. Holidays and other permanent monthly 
, would always occur on the same week 
ay. 
8. Every month-end would coincide with 

the week-end. Fractions of weeks at month- 
ends would cease. 

9. The month of exactly four weeks would 
obviate many of the adjustments now neces: 
sary because of the variation in the month 
All months would be comparable without any 
adjustment being made for unequal number 
of days or unequal number of weeks. A great 
amount of clerical work would be eliminated 
in the preparation of accounting and statisti- 
cal reports in government, business, scientific, 
health, and home affairs. 

10. The reckoning of lapse of time for in- 
terest and other purposes would be greatly 
simplified ; e.g. first month tenth day to sixth 
month twentieth day; 28X5=140, plus 10, 
would be 150 days. Drafts and notes need 
never fall due on Sundays. 

11. All holidays could be placed on Mon- 
day with advantage both for industry and 
for workers. 

12. Easter could be fixed, which would be 
of benefit to churches, to certain industries, 
and to schools. 

13. As there would be thirteen monthly 
settlements during the year instead of twelvé, 
there would be a faster turnover in money; 
the same volume of business could be handled 
with less money. 

14. There would be a saving of money in 
printing calendars, and of time in referring 
to calendars. 

The proposed thirteen-month calendar 
has the following disadvantages: 

1. The figure thirteen is not divisible by 
two, three, four or six. 

2. The quarters of the year do not contain 
a whole number of months. 

3. There would be thirteen monthly clos- 
ings, reports, statements instead of twelve, 
with one blank day. 
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introduction of a year of thirteen 
pee equires a change in customs which 

n established for many years. 

4. 
months 
have bee 

Regarding these objections it may be 
said to be unnecessary to divide the 
year by three or six. Thus the first 
two objections resolve into the one ob- 

jection that the end of the quarters and 

half-years do not coincide with month- 

ends. Under the proposed calendar the 
quarters and half-years would end with 

the week. In this country, and most 

other countries, the number of quarterly 
transactions is relatively very small 
when compared with the number of 
monthly transactions. 

Additional Clerical Work 
Offset 

HERE would be additional clerical 
work necessary in preparing thirteen 

monthly statements instead of twelve, 
but the saving due to the elimina- 
tion of the various adjustments now 
necessary on account of the variable 
months would more than offset this addi- 
tional work. This has been the experi- 
ence of concerns now using a thirteen- 
period year for their accounting records. 
Regarding the fourth objection, any 

calendar change would involve a change 
in customs. A change would be desir- 
able only if the advantages which have 
been enumerated above outweigh the 
disadvantages. 
One of the best indications of the 

value of the thirteen-period calendar is 
the present use of such a calendar by 
many business concerns, more than a 
hundred. The number of these concerns 
is steadily increasing and several large 
companies are commencing the calendar 
this year. 
Many of the advantages of the Inter- 

national Fixed Calendar can be secured 
by a company using the thirteen-period 
calendar but obviously all the advan- 
tages cannot be obtained because for 
many operations the twelve-month cal- 
endar will still be necessary. It is still 
necessary to follow the regular calendar 
in mailing invoices to customers at the 
end of the month and in handling pay- 
ments of accounts payable. Neverthe- 
less these companies have found that 
the advantages to be derived from a 
thirteen-period calendar far surpass the 
inconvenience experienced in having to 
use two calendars. 
Any calendar change would cause a 

certain amount of inconvenience in the 
first year or two after its adoption be- 
cause there will be difficulty in making 
comparisons between the months of the 
new calendar and the corresponding 
months of the old calendar. In this re- 
spect a calendar change would not be 
very much different from a change in 
the accounting system of a plant. All 
anniversary dates, birth dates, and holi- 
days would be changed but there would 
be little actual difficulty in determining 
the new dates from an adjustment table. 
There would be no legal difficulty 

encountered. All that would be nec- 
essary would be an Act of Congress 
stating that such a calendar, as agreed 
upon in international conference would 
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OUR OFFERING LIST WILL BE MAILED REGULARLY UPON REQUES] 

A National Name 

Seven thousand banks throughout the coun- 

try have included GMAC short term notes 

in their portfolios. These notes are direct 

obligations of a national institution and are 

available in convenient maturities and 

denominations at current discount rates. 

GENERAL MorTors 
ACCEPTANCE CORPORATION 

OFFICES IN PRINCIPAL CITIES 

Executive Office -~ BROADWAY at 57TH STREET ~ New York City 

CAPITAL, SURPLUS AND UNDIVIDED PROFITS - 

98% Deposited 
Stockholders in New Jersey Shares Corporation have 

deposited 98% of the corporation’s stock to be 
exchanged for stock of Bankinstocks Holding 
Corporation. 

The absorption will materially increase the book value 
of Bankinstocks Holding Corporation stock. 

A statement of resultant increased assets will be forth- 
coming soon. 

Bankinstocks Holding Corporation has paid 10% 
annual dividend and is selling at about $25 com- 
pared to $10 in August, 1927. It is now entering 
its expansion period. We recommend its purchase. 

Ralph B. Leonard & Co. 
Specialists in Bank and Insurance Stocks 

25 Broad St., New York Whitehall 4270 

OVER $55,000,099 
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and have the old dates erased and the 
new dates put in; the maturity date 
under the new calendar would simply be 
determined by reference to the adjust. 
ment table. A conversion table has 
already been devised for converting gal. 
ary, rent and other monthly payments 
to 13-month years. 

It is believed by many advocates of 
calendar revision that the present move- 
ment is certain to succeed, as was the 
acceptance of standard time. There 
exists only one obstacle and that is in. 

HE greatest change in American banking dur- ertia. But changes in the calendar have 
ing the last few years has been the trend toward been made frequently in the past; in 

- . fact, since the World War, nations with 
wider service. A bank today performs many func- population of more than 300,000,009 

tions and offers varied services. With this devel- inhabitants have changed their calendar, 

opment have come responsibilities which far- The Greek Orthodox countries in Octo. 
- ‘ ‘ ber, 1924, adopted the Gregorian Calen- 

sighted bankers are meeting with the broad pro- dar and Turkey in January, 19%, 
tection assured by our Bankers Blanket Bond. changed to the Gregorian Calendar and 

recently changed their rest day from 

Consult our agent in your city about Friday to Sunday. 
the coverage you can obtain. _ If a new calendar is adopted it must 

take effect in a year when January 1 is 
Sunday, as in 1928. The next year that 

United States Fidelity this condition exists is 1933 and that is 
the year toward which advocates of the 

and Guaranty change are aiming. 

Company Diary of a Bank Examiner 
BALTIMORE MARYLAND (Continued from page 633) 

Over 8,000 Branches and Agencies in United States and Canada Inquiry develops the fact that in- 
cluded in his real estate is the home 
which belongs to his divorced wife and 
not to Huggins at all, and the balance 
of his property was bought on contract 
on which he was never able to pay 

. more than the initial payment of $500. HIS is the season of the Year when your customers start “ust tas bil a heed von of See 

for Southern California. : the cashier insists. “First year while 
If you will pro- prices were high his crops were a fail- 
vide them with ure, and next year he had a big crop 

but prices were too low and he got cards or letters of nothing for it.” 

a introduction to “What was the money used for?” 
of Visito . “Well, part of it went to pay off the 

sourpmia "rn mn: they other bank (where he formerly kept 
gRUSt wu receive spec- his overdraft) and the balance was to 

econ BANK | ial consideration enable him to hold over his grain last 
year as there was every prospect of 

better prices.” 
Los Angeles at any one of the 

54 offices and The cashier’s attention is called to 
Branches of the Bank, covering the fact that interest has not been paid 

for nearly a year and is much sur- 
prised and inclined to think it an error 

. . . ia on the part of the bank, as Bert has 
Besides complete Banking a You will - these special me always been very careful about such 

iliti uction cards a convenience. matters. Another reference to the note 

facilities, we have unusual handy book of them sent on request. teller shows that notices have been sent 

ly well developed arrange- regularly to Huggins who has paid no P 8 gularly ge 
ments, with information EGURITYW TRUstT attention to them, and cashier appears 

‘ «= SAVINGS to be downcast to find his faith in such 
desk, maps, literature &c for & SAVINGS BANK an exceptional character thus betrayed. 

: : . Resources over $250,000,000 The local merchant who has thus far 
making their aay a South- . , : maintained a discreet silence is called 
ern California pleasant. Los Angeles by ’phone from the store (evidently 

having been in these examinations be- 
fore) and is not seen again. 

With the discussion of a few more 
take effect on a certain date probably leases, contracts, etc. would be auto- notes the second day draws to a close 
two or three years in advance. This matically changed to the corresponding and with a parting admonition that he 
Act would include, as a part of it, an dates of the new calendar as determined would like to make an early start the 
adjustment table and would provide that from the adjustment table. It would be next morning the examiner calls it an- 
dates on existing bonds, mortgages, unnecessary to recall outstanding bonds other day. 

the entire Los Angeles Metropolitan Area. 
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The Essential Executive Quality 
(Continued from page 684) 

may adopt the easy habit of acceptance 

instead of forming the habit of inde- 

pendent thinking. In my opinion, what 

American banking and business today 

needs more than anything else is young 
men and women who think. By that J 

mean those individuals who are not men- 

tally anchored to tradition and who do 
not merely appropriate other people’s 

ideas. We need not simply mental drift- 
ers and dreamers, but rather young 
men and women who are hard thinkers, 
purposeful thinkers, independent and 
unprejudiced thinkers, free from tradi- 

tion, and with the ability to concentrate 
and strike straight for the heart of a 
problem. 
“America has astounded the world by 

its readiness in casting aside traditional 
viewpoints, disregarding traditional dif- 
ficulties, and pioneering new shortcut 
formulas in the realm of business. Busi- 
ness and banking are’ undergoing 

epochal changes. 

66IDUT every advantage has its 
danger; and in the present trend, 

too many who are not deep or independ- 
ent thinkers may blindly accept each 
new idea and make a quickwitted but 
frequently unsound application of it to 
a great variety of situations. We have 
all seen what happens when a school boy 
confidently applies the wrong mathe- 
matical formula. And this is what has 
happened—and will surely happen hun- 
dreds of times—in business and in 
banking among those who have learned 
by rote and who apply the letter with- 
out understanding the spirit. 

“Intelligent thinking to my mind is 
the essential executive quality for the 
new business era we are now entering. 
It was by disregarding precedent and by 

relying on sound creative thinking that 
the Federal Reserve banking system, the 
greatest organization of its kind in the 

world’s history, was created. It has 
been by sound thinking that the spec- 
tacular successes in consolidation, chain 
store operation, direct selling, scientific 
organization, mass production, and every 
other great business or banking initia- 
tive have come to flower. 

“Looking at the dark side of the pic- 
ture, it has been through unsound think- 
ing and inexcusable ignorance that the 
pathway of progress has been strewn 
with mediocrities and failure both in 
business and in banking. 

WWE may sometimes be tempted to 
feel that all the great problems 

have been solved and that nothing re- 
mains but to apply the right formula. 
To any who have reached this conclusion, 
the highest rewards in business and 
banking must certainly remain closed. 

“As a matter of fact, banking and 
business problems are crowding in upon 
us so rapidly that while the manual 
worker is thinking of a six-hour day 
and a five-day week, the executive knows 
not where to look for adequate help or 
relief. With the enormous increase in 
size and intricacy of business affairs, 

the problems have become so complicated 
and the mass of information necessary 
to the solution of a given problem so 
great that the days are not long enough. 
This is merely another way of saying 
that the demand for managerial and 
executive ability is rushing ahead—that 
the opportunity for young men and 
women who have the professional train- 
ing and who have developed genuine 
thinking power is greater than ever 
before.” 

OD 8 

PRACTICALLY 

EVERY Pea Uh EG 

Ba 

NEW YORK 

PROTECTION PHILADELPHIA ff on 

AND 

PITTSBURGH 

Empire 
When Safety 
MUST 

Come First 
F YOU can’t afford 
to speculate — you 

can have the solid-rock 
safety assured by Empire 
Bonds and also enjoy the 
liberal yield of 514% to 
6%. 

Every issue of Empire 
Bonds carries a strong 
guarantee as to principal 
and interest and is legal 
for trust funds. Every 
Empire Bond issue is se- 
cured by income-earning 

property. 
You cannot find great- 

er safety. Why accept a 
. smaller yield? 

EMPIRE BOND & MORTGAGE 
CORPORATION 

535 Fifth Avenue 

New York 

BETTER COIN TOOLS 

1a) eee BETTER COIN TELLERS 

CF Coin Wrappers, Currency 5 
Straps, Tubular Wrap- 
pers, Tellers’ Moisteners, 
Coin Trays, Coin Bags, 
Lead Seals, Seal Presses, 
Manual Counters, Wrap- 
per Cabinets. 

~ Sold By Leading Bank Stationers _ 32) 
The C. L. Downey Co., Cincinnati, Ohio 

941-943-945-947 Clark Street 

719 



AMERICAN BANKERS ASSOCIATION JOURNAL 

CLINION GILBERT 
Will Buy or Sell 

National City Bank 
OLD — NEW — RIGHTS 

Am. Ex. Irving Trust 
Bank of America 

Bk. of Manhattan Co. 
Chase Nat. Bank 

Equitable Trust Co. 
Guaranty Trust Co. 
Interstate Trust Co. 
Nat. Bank Commerce 
N. Y. Title & Mtge. 
Pub. Nat. Bk. & Trust 

CLINION GILBERT 
EsTABLISHED 1890 

2 Wall Street, New York 

RECtor 4845 and 8720 

Private Telephone to Hartford 

Bank and Insurance Stocks 
Write for BTI 

GUTTAG BROS. 
16 Exchange Place, New York 

Condition of Business 
(Continued from page 680) 

today by commercial and investment 
bankers, these four seem to stand out. No 
one who seriously analyzes banking con- 
ditions could fail to recognize that money 
rates are governed by the free law of 
supply and demand for bank credit. If 
the situation is temporary it will pass 
away with reversed ‘imports of gold, 
which are unlikely, or decreased demand 
from agriculture, manufacturing and 
commerce, which is undesirable, or 
liquidation of secured loans and deflation 
of stock prices, which most investment 
bankers and the speculative public alike 
would strongly oppose. 

If there is any other avenue of escape 
from high money rates, it has not yet 
been discovered or announced, and its 
inventor will make an immortal name 
for himself in economic history. To sim- 
plify this problem the Federal Reserve 
Banks and the magic of their policies 
may as well be left out, since their in- 
fluence is limited to relatively short pe- 
riods of time. 

Banking Reports Do Not Re- 
flect Brokerage Expansion 

ye the past year there has been 
an increase in the combined loans 

and investments -of reporting member 
banks amounting, roundly, to $1,000,- 
000,000. This represents an increase of 
only 5 per cent, which is no more than 
is normally expected. 

The gain is about equally divided be- 
tween loans secured by stocks and bonds, 
and so-called commercial or “all other” 
loans. Investment holdings stand around 
the same level as a year ago, but have 
been liquidated materially during recent 
months, otherwise the increase in bor- 
rowings from the Federal Reserve banks 
would have been much greater. 

These reports on the condition of the 
banks, however, do not show the com- 
plete picture of the credit changes that 
have taken place. Loans secured by 
stocks and bonds have actually increased, 
not by $500,000,000, as shown on the 
bank reports, but by $1,500,000,000! 

During the year these advances made 
to brokerage firms by New York City 
banks on their own account decreased 
by approximately $300,000,000, a fact 
seldom appreciated by many critics in 
the interior, who blame the New York 
banks both for encouraging the wild 
stock speculation being witnessed by 
lending funds in Wall Street instead of 
holding this credit for the use of trade 
and industry, and for taking advantage 
of present abnormal rates by further 
diverting bank credit to this channel. 

Such loans made for the account of 
out-of-town banks increased during the 
year by approximately the same amount 
by which the New York City banks had 
curtailed, thus offsetting any change for 
all banks combined. 

Encouragement of speculation and 
taking advantage of high rates is due 
to the lenders other than reporting 
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banks, who increased their loans to 
brokerage houses by well over $1,000,- 
000,000 in the last twelve months. 
These lenders include private bankers, 
industrial corporations, investment 
trusts, and foreign account. 

Effects of the heavy trading in the 
New York stock market during the last 
few months are not confined to the 
United States, but their influence in the 
financial centers of the old world was 
pointed out by H. A. Mathews, vice- 
president of the American Exchange 
Irving Trust Company, who has just re- 
turned from several weeks’ travel in 
Europe. “There are evidences every- 
where,” said Mr. Mathews, “of substan- 
tial amounts of European capital being 
loaned in the call money market here. 
Some of this has been placed with pri- 
vate bankers in the form of deposits 
bearing interest at a rate based on the 
call money rate.” 

The position of the Federal Reserve 

banks has been weakened somewhat dur- 
ing the past year by the expansion of 
bank credit on the one hand and loss 
of gold reserves on the other. Has the 
financial world fully appreciated the 
fact that the ratio of total reserves held 
by the Reserve banks to currency and 
deposit liabilities combined has declined 
to the lowest figure reached since Janu- 
ary, 1921? 

Gold holdings by the System of 
$2,500,000,000 may mean 60 per cent of 
its liabilities, but this gold is the ulti- 
mate reserve for all the banks in the 
United States, with deposits of nearly 
$40,000,000,000. Furthermore, the bank- 
ing statistics do not include this huge 
volume of call loans made by corpora- | 
tions, etc., for their own account, in- 
stead of being kept in the banks in the 
form of deposits, against which the 
banks would have to carry reserves, as 
was customary in the past. 

Stock Market Recovers But 

Future Uncertain 

| dates the sharp break in the stock 
market last month, which occurred 

about the time our December review was 
published, there has been a recovery of 
perhaps three-fourths of the ground 
lost, on an average. Considerable ir- 
regularity is apparent, however, despite 
the more comfortable feeling brought 
about by reduction in brokers’ loans. 

Industrial shares, as measured by the 
New York Times index of twenty-five 
selected issues, stand around 320, which 
is a few points below the year’s high 
before the break, and compares with a 
low of 233 in February, 1928. Rail- 
road shares, which advanced hardly at 
all in last year’s bull market, never- 
theless shared in the break and are at 
present selling only a few points above 
the year’s low of 118 in February, 1928, 
measured by the same index. 

The volume of transactions on the 
New York Stock Exchange last year 
amounted to over 900,000,000 shares, 
contrasted with less than 600,000,000 the 
year before. Stock trading has grown 
so rapidly and become so profitable to 
brokers that the New York Produce 
Exchange has started trading in stocks, 
the Rubber Exchange is planning the 
same thing, and a stock exchange is to 
be established for St. Paul and Minne- 
apolis. Wall Street institutions gave 
away Christmas bonuses of over $100,- 
000,000. That is more money than all 

(Continued on page 723) 

Major Financing in December 

Issue 

Canadian National Railways Co 
East Bay Mun. Util. Dist 
State Line Generating Co. notes 
Consumers Power Co., 1st 
mM Y..6 @& 8 i RR. Co., 
City of Antwerp, Belgium, ext. s.f......... 
Republic Brass Corp., 1st s.f. A 
Quebec Power Co., Ist & col. tr. s.f. A. 
Delaware Elec. Power Co. deb 
City of Philadelphia 
. England Gas & Elec. Assn. = deb. 

Fgn. Invest. Corp. deb. N.Y. & 
Lagale St. Bldg. 1st ooo, e Dettedccns 
Realty Assoc. Secur. Corp. gtd. s. 
Capital Administration Co., Ltd. “deb. A. 

Amount Rate 

18,000,000 5 - 4.45 
14,000,000 5% Ki 6.00 
11,415,000 
11,275,000 
10,000,000 
10,000,000 
8,106,500 
8,000,000 
8,000,000 
6,000,000 
6,000,000 
5,250,000 
5,000,000 
5,000,000 
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Condition of Business 
(Continued from page 721) 

the railroads in the United States make 

in a month! 

Bonds Remain Inactive and 
Depressed 

ONSIDERING the record activity in 
the stock market last year, it is not 

surprising to find that bond trading de- 
creased some 10 per cent from the pre- 
ceding year, and, in fact, fell to the low- 
est volume for several years. 

Prices have been depressed ever since 
May, 1928, and an index of representa- 
tive high-grade domestic issues stands 
three points below a year ago. 
New offerings in December were even 

lower than expected. Only one large 
issue appeared, being $35,000,000 in 
4%s of the Canadian National Railways 
Co. These bonds, with a maturity of 
forty years, were priced at 96 to yield 
the investor 4.72 per cent. 

On page 721 is a tabulation of all of- 
ferings of $5,000,000 or over during the 
month. 

| Comptroller’s Stand 
(Continued from page 684) 

the right to place an undue burden upon 
national and their own banks to such an 
extent as would make banking unprofit- 
able or at least burdensome, which in the 
last analysis is the right to destroy a 
Federal instrumentality. National banks 
are the only compulsory and the most 
numerous members of the Federal Re- 
serve System. To place the power in indi- 
vidual states to wreck an instrumentality 
which is the foundation of the Federal 
Reserve System, is not only unwise but 
dangerous and fundamentally unsound. 

“It is often difficult to reach the proper- 
ty of individuals for taxation purposes and 
when the burden on moneyed capital em- 
ployed by individuals becomes too great 
it can and usually does leave the state. 
On the other hand, the bank’s property 
can be easily reached, it cannot leave the 
state and must either pay the tax or cease 
to do business. Moreover, the individual 
will favor heavy taxation on banks when 
the result is to lighten his taxes, thus 
giving the legislature a strong temptation 
to impose heavy burdens on the banks. 
The safety of the Federal banking struc- 
ture should not be left to the power of the 
legislature to resist such a temptation. 

“It is not to the interest of agriculture 
or business that any of the pending bills 
for amending Section 5219 should pass. 
If money invested in bank shares is taxed 
more heavily then other forms of proper- 
ty, less money will be so invested and 
profits upon such shares will be largely 
withdrawn in dividends instead of being 
left subject to excessive taxation. With- 
out any doubt discriminatory taxation, 
diminishing as it does the security behind 
deposits, has been a contributing cause of 
many of the bank failures of recent 
years.”’ 

Not only would the proposed amend- 
ments be harmful as thus pointed out 
by the Comptroller but they are un- 
necessary. Those states which tax all 
property including bank shares at uni- 
form ad valorem rates need no change 
since they are collecting their due share 
from the banks within the existing pro- 
visions of Section 5219, which also pro- 
vides other various methods applicable 
to conditions in all the states for ade- 
quate and equitable taxation of the na- 
tional banks in those states. 
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for years has striven to protect this 
statute from change in the best inter- 
ests of all concerned and will continue 
to make a serious effort to do so at the 
present session of Congress in accord- 
ance with the position taken by the 
Comptroller. 

New Economic Revolution 

NEW industrial revolution, likely 
to have even more portentous re- 

sults than those which followed the clas- 
sic industrial revolution of 150 years 
ago, when machinery was introduced 
into industry, is foreseen by the Royal 
Bank of Canada of Montreal. 

Study of natural resources and pro- 
ductive capacity of the world, according 
to the bank, does not show any acute 
shortage of any resources necessary to 
permit a general increase in production. 
There is no general lack of land, labor 
or capital—the elements necessary for 
balanced improvement. New inventions, 
chemical discoveries and improved 
facilities for transportation and com- 
munication have prepared the way for a 
new period of rapid world-wide develop- 
ment. The whole world, says the bank, 
stands on the verge of that period of 
sound prosperity which follows catas- 
trophe and reconstruction. 
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Old Fashioned Currency 
VEN with all its distractions and draw- 
backs there are still many small things 

in banking over which to be happy in the 
new year. There is, for instance, the mat- 
ter of currency. Considering the size of the 
stream of currency it is remarkably pure. 
The bad bill, or the suspicious bill is not 
common, thanks to the vigilance of the 
Secret Service and the intelligence of the 
tellers, and how different this condition is 
from several periods in the history of the 
United States! 

One such period came upon us at the 
time of the war of 1812 and persisted for 
some years after its close. 

Then many good men thought that it 
was the inherent privilege of every citizen to 
issue his own money, as men now write 
their own checks. 

That belief put into circulation a lot of 
crude paper “currency” issued by Tom, 
Dick and Harry, and he who was in busi- 
ness or trade must needs have his wits about 
him lest he wipe out the day’s profits 
through the acceptance of a piece of paper 
having no value worth mentioning. 

The perplexities of the small business men 
during this period are suggested in an ad- 
mirable character study by Walter de Maris 
from which the cover of the February Jour- 
nal will be reproduced. 

The painting gives a glimpse into the 
past which may perhaps reconcile us to 
some of the small irritations of the present 
mode of doing business. 

Sanctuaries 
N the heart of the financial district of 
New York City there is generally sup- 

posed to be no sentiment, yet in the heart 
of the financial district there is to be ob- 
served from day to day things that sug- 
gest to even the casual observer that after 
all there is sentiment, and plenty of seni- 
ment there, the prevalent opinion to the 
contrary notwithstanding. 

The March Journat cover illustration 
will give pictorially, the reason why we think 
that the heart of the nation beats as strongly 
in the financial canyons as it does in other 
places. 

A New Calendar? 

PEAKING of the New Year and what 
may be done with it, there is the mat- 

ter of a new calendar, an intriguing subject 
and one that is really important. 

If you have not already done so, turn 
back these pages and read the discussion 

by George E. Roberts of the proposition to 
have a new calendar. 

The present calendar has served us a 
long time. Many customs have come and 
gone since it was adopted as a convenient 
means of measuring time and keeping track 
of things. Nations have flourished and 
languished in its time. Even hills have set- 
tled down since its adoption. The calendar 
has served mankind well but there has of 
late years been a growing feeling that per- 
haps it could be improved upon. If there 
is a better way of dividing the year, natur- 
ally the greatest obstacle to adopting that 
better way is the inertia to be overcome, 
for the old calendar is a part of our busi- 
ness and social life and it not to be hastily 
cast aside. In a sense it is like a trellis 
on which the fabric of history—political 
and family—has grown and if during the 
next few years a new calendar be adopted 
there are many who will part with the pres- 
ent calendar with real regret. 

In presenting the proposition for a new 
scheme we are neither advocating it nor de- 
crying it. Instead we are presenting a cur- 
rent proposition whose relation to money 
and credit is such that it behooves every 
banker to understand it and to acquaint 
himself with its possibilities—favorable or 
unfavorable—for his business and the busi- 
ness of his customers. 

It is expected that the subject will be dis- 
cussed at the spring meeting of the Execu- 
tive Council. 

24,000 Books 
URING the year just closed the Ameri- 

can Institute of Banking has dis- 
tributed to students taking its various courses 
approximately 24,000 text books—“Banking 
Fundamentals,” ‘Commercial Law,” “Nego- 
tiable Instruments,” “Standard Econom- 
ics,’ “Standard Banking,” “Credits,” ‘In- 
vestments,” “Trust Functions” and ‘Public 
Speaking,” the latter in two volumes. 

In one sense the foregoing is an ordinary 
enough statement of the functioning of one 
part of the American Bankers Association. 
In another and a higher sense this distri- 
bution is well worth a moment’s reflection. 
It is an index of the diffusion of exact in- 
formation among bankers and bank em- 
ployees. It is suggestive—and only sug- 
gestive because it does not encompass the 
whole work of the Institute—of the prepa- 
ration of men and women to serve banking 
better than they are now serving—to as- 
sume responsibilities greater than they now 
assume. 

The information gleaned from just one 
book sometimes works wonders in a man, 
sometimes works wonders on public opin- 
ion. Twenty-four thousand books in the 
hands of students who know their objec- 
tives who, in most cases, can apply their 
information practically from day to day is 
an indication of a constructive progressive 
force in banking the influence of which will 
go on with the years. 

“I may never reach my ideals but like 
stars they guide me on my way.” 

724 

So He Telegraphed 
E had a telegram the other day from 
a man who had just finished read. 

ing the December issue of the Journa., 
He was so well pleased with what he had 
derived from it that he would not wait to 
write to tell us of his appreciation. And 
a little while before that we had a letter 
from a man who was displeased because his 
favorite article had been “continued” over 
to another page. 

We like both classes of messages. From 
the latter we derived great satisfaction be- 
cause an article that makes a reader im- 
patient over the necessity of turning to a 
new page is the kind of an article that is 
accurately reflecting the things he knows to 
be true. 

Reader! 
7c you, reader, to whom the JOURNAL 

has come from month to month during 
the last year we address ourselves. 

It has been a pleasure to work for you 
during the year, to try to anticipate your 
needs and preferences for bank informa- 
tion—to select and send to you only those 
things which amply repay your time and 
to so present them that they would be ac- 
ceptable. 

In the year upon which we are now en- 
tering it is our hope to at least maintain 
the present standard of the magazine and 
perhaps to add to its interest and useful- 
ness to you. 

You and our other readers constitute an 
inspiring audience. A good thought, a new 
method making for efficiency or economy, 
sent to you through these pages is like seed 
on exceedingly fertile soil. Abundance is 
sure to come from it. 

Sometimes you can, if you will, help this 
great family of readers by passing on to us 
information, suggestions, plans or experi- 
ences, not generally known, which have been 
useful to you and which should in turn be 
useful to others in comparable positions. 

Like yourself, all the rest of the world 
wants constructive thought of practical ap- 
plication and, for the most part, this must 
come from the great reader-audience of 
which you are one. 

The year stretching away before you is a 
year fraught with immense possibilities for 
you and for all of us—a year in which 
there may be achieved many things new, 
when there may be devised new and more 
magnificent ways for service, a year perhaps 
of undreamed of opportunities for you! 

In the good will spirit of the season, 
‘we salute you and wish you a Happy New 
Year! 



PROTECTIVE SECTION 

AMERICAN BANKERS 
ASSOCIATION JOURNAL 

Detective Agents 

<> 
eg ee 

= — 

mas 
= 
SP 

The William J. Burns International Detective Agency, Inc. 

When a Forgery Is Presented 
By G. H. Hottendorf, 

3 HE sudden realization that a forged 
‘| instrument is being presented often finds 

bank tellers and their superiors in a 
a<iquandary as to what to do. Their im- 

pulse to cause the arrest of a crook is overcome 
by their refusal to assume the risk of a possible 
suit for false arrest, should the presenter prove 
to be an innocent victim of the forger. 

In actions for false imprisonment and mali- 
cious prosecution, the defendant’s reasons for be- 
lieving the plaintiff guilty of a crime are of vital 
importance. To avoid liability a private person 
must prove that a felony had in fact been com- 
mitted and that he had reasonable grounds to 
believe the person arrested to be the felon. When 
a forged check is presented at the teller’s win- 
dow, a felony has been committed. Has the teller 
or bank officer reasonable grounds to suppose the 
presenter is the forger? If so, no liability is in- 
curred by detaining him. 

No uniform procedure can be prescribed for 
bankers to follow in all cases, as the varying 
circumstances must control the action taken. 
However, when a stranger attempts to cash a 
check which proves to be a forgery, and refuses 
to explain his possession 
of it or attempts to es- 
cape from the bank, a 
banker has just cause to 
believe him guilty of at 
least collusion in _the 
felony. Therefore, the 
banker would be within 
his rights in detaining 
the suspected felon, at 
least for questioning. 
It is always preferable, 
however, to request the 
suspect to see a bank 
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Protective Department 

officer and endeavor to hold him under any suit- 
able pretext until a local police officer can be 
summoned. The police officer should then be 
given the facts, and if he sees fit to make an 
arrest the responsibility is upon him. 

Greater protection from civil liability is given 
police officers than private persons. Cases in 
which they have been held liable for false arrest, 
except when they acted maliciously, are very 
rare. 

Even the most skillful check forgers are ap- 
prehended through the wide-awake tactics of 
bankers and, of course, men or women recognized 
as criminals either through articles published in 
this Section or from other sources should be held, 
by force, if necessary. The prisoner against 
whom there is only an “attempt to defraud” 
charge frequently proves to be wanted by other 
banks. Oftentimes the prisoner held on weak 
charges turns out to be a nationally known op- 
erator, with the result that the authorities hold- 
ing him are flooded with detainer warrants from 
all over the country. Therefore, we again urge 
every banker to do his utmost to apprehend the 
perpetrators of any crimes or attempted crimes 

against his institution. 
It would surprise 

bankers, if they could 
read the reports re- 
ceived by this depart- 
ment, to learn of the re- 
peated successful frauds 
of those warned against 
in this Section. Heed 
our warnings and when 
a forger enters your 
bank, allow him to leave 
only in custody of a po- 
lice officer. 

Receiving Teller 
Guard Vol. X XI January, 1929 No. 7: 
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Arrest These Crooks 

Leonard C. Nelson 

to the accompanying pictures of 
LEONARD C. NELSON (2304) 

and GEORGE J. MacKAY (3498). In 
the early part of 1926, Nelson defrauded 
two New York banks by means of forged 
checks and later succeeded in negotiat- 
ing other forgeries against Detroit 
banks. He was arrested in June, 1926, 
at Toledo, Ohio, returned to Detroit, and 
sentenced to a term of 2 to 14 years in 
the Michigan State Prison. A detainer 
warrant was lodged on the complaint of 
a New York bank, and in the early part 
of this year when released from the 

Pee attention is called 

Michigan prison, Nelson was returned to 
New York. 

Like many successful members of his 
profession, Nelson is a salesman of no 
mean ability, and his story of being a 
young innocent being lead astray by a 
“master mind’ won for him the sympathy 
of the court. On his promise to reform, 
he was given a suspended sentence. It 
was not long, however, before he not 
only violated the terms of his parole, by 
not reporting to the proper: authorities, 
but in addition is known to have com- 
mitted at least one crime within the past 
few months in which the element of forg- 
ery exists. It is also believed that he is 
responsible for some of the forgeries 
through which New York banks are be- 
ing defrauded at the present time. 

A warrant charging violation of parole 
is in existence against Nelson and on his 
arrest additional charges will be pre- 
ferred. He is reported to be associating 
with MacKay, who is badly wanted by 
the police of Cleveland, Ohio. Members 
having any information regarding the 
location of either of these operators or 
recognizing their pictures as being those 
of persons who have defrauded them, are 

Easy Bail and Non-Membership 
T the time we published an article 

in the November Protective Section 
relating to the arrest of JOE MANALO 
(3447), alias Ruben, Rubels and Incarna- 
cion, he was held under $15,000 bail. It 
therefore seemed that the banking fra- 
ternity would be protected from him for 
some time. On Dec. 4, however, his at- 
torney secured a Supreme Court order 
reducing bail to $3,500, which, of course, 
was immediately posted. 

As soon as Manalo secured his liberty 
he opened accounts in other New York 
banks, and by use of the same 
scheme previously outlined secured 
steamship tickets and $5,000 in Ameri- 
can Express travelers’ checks from the 
New York agents of a steamship com- 
pany. The operator quickly cashed all 
the travelers’ checks in New York and 
Philadelphia, and so far has evaded cap- 
ture. 

He will unquestionably make further 
attempts to defraud banks and steam- 
ship companies. Therefore, and in view 
of his past successes, we consider him one 
of the most dangerous worthless check 
operators now at large. We are again 
reproducing his picture with an urgent 
request that any member approached by 
him should detain and turn him over to 
their local police. The latter should be 
instructed to communicate with the New 
York Police Department, also the nearest 
office of our agents. Manalo, a Filipino, 
is 25 years of age, 5 feet 5 inches tall, 
weighing 1385 pounds; has black hair, 

Joe Manalo 

black eyes, very dark complexion and 
at times wears octagon shaped rimless 
glasses. 

The value of branch banks being mem- 
bers of the American Bankers Associa- 
tion, even if the benefits derived there- 
from were limited to receiving . the 
monthly issue of the Protective Section, 
is strikingly illustrated by the success 
of this operator. Banks with which 
Manalo opened accounts on his release 
from custody were both non-member 
branches of New York banks. There- 
fore, they did not receive the November 
Protective Section, which contains a 
good likeness of the operator, with a 
complete description of his method of 
operation. Had this information been 
received by the branches in question, and 
properly called to the attention of their 
employees, the operator’s rearrest would 
probably have been effected. 

Since preparing the above, Manalo 

George J. MacKay 

requested to communicate at once with 
our agents’ nearest office. Nelson who 
has used the aliases of Leonard C. Wil- 
son and Charles T. Cornell, is 25 years 
of age, 5 feet 71% inches tall, weighing 
112 pounds; slim build, has dark brown 
hair, blue eyes, fair complexion and he 
should be recognized easily from the pic- 
ture reproduced herewith, as it is an 
excellent likeness. MacKay, alias George 
L. Montgomery, is about 47 years of 
age, 5 feet 11 inches tall, weighing 187 
pounds; has florid complexion, medium 
blue eyes and black hair mixed with 
gray, partly bald on top. 

was arrested as he left a steamship at 
Honolulu, T. H. The arrest resulted 
from cooperation between our agents, 
local authorities and representatives of 
the American Express Company, and 
was effected by means of a photograph 
transmitted by radio from San Fran- 
cisco. 

Reward for Bandit 
Li depncnaary AKIN (3504), was _ sen- 

tenced to a term of 25 to 80 years in 
the New Mexico State Penitentiary on 
May 18, 1927, as a result of his partici- 
pation in the daylight holdup of the First 
National Bank of Elida, N. Mex. We 
are now in receipt of information that he 
made good his escape on November 26, 
1928, and that the warden of the New 
Mexico State Penitentiary will pay $100 
reward for his arrest. He is 23 years of 
age, 5 feet 10% inches tall, weighing 152 
pounds, has fair complexion, black 
hair and gray eyes. Fingerprint classi- 
fication: 17/17 I/U O/O 11. 

Norman Akin 
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A Prediction Materialized 
N page 6 of the November 1928 Pro- 
tective Section the activities of 

CATHERINE B. LAWRENCE (3443), 
were outlined. While at the time the 
warning was written she had not been 
successful in defrauding any bank, we 
expressed the opinion that she would 
shortly prove a very dangerous operator. 
This has proved true as we now have 
reports that she has been successful in 
negotiating four and possibly five forger- 
ies totaling over $1,000. This woman 
is undoubtedly a member of a well or- 
ganized gang of mail box thieves and 
in one instance a check addressed to a 
New York merchant from a customer in 
Waterbury, Conn., was stolen. She then 

went to Waterbury, and negotiated two 
forged checks, the 
signatures having 
been copied from the 
stolen voucher. Two 
days later a New 
York bank suffered 
a loss of several 
hundred dollars by 
paying the forged 
check of a depositor 
whose signature 
had been secured in 
the same manner as 
above described. 
A different name 

has been used by the 
operator in each of 
the cases reported 
and this name is invariably inserted as 
payee. On the back of the check under 

When Courage Counted 
HEERFUL news is contained in re- 
ports of frustrated holdups of banks 

in different sections of the country. On 
Dec. 10, 1928, a bandit later identified 
as LEANDER J. SCHMELZ (3499), 
entered the La Jolla National Bank, La 
Jolla, Cal., and demanded money from 
Vice-President Pleisber. This courageous 
banker instead of reaching for money 
went for his gun, and both he and the 
bandit started shooting at the same time. 
The bank official’s head was grazed by 
one of the bandit’s bullets, the tip of his 
left ear shot off and his face cut by fly- 
ing glass, but the bandit in running out 
of the bank was killed by a police officer 
who had heard the shooting in the bank. 
Schmelz was 22 years of age, and was 
recently discharged from the Marine 
Corps at San Diego, Cal. 

The other report from Duluth, Minn., 
reports the failure of AXEL BABTILLA 
(3500), to secure any money from the 
First National Bank of that city. This 
bandit also picked Dec. 10 as his day 
to operate, and upon entering the bank 
presented to one of the officials a note 
with a demand for $50,000 printed in 
red ink. His actions aroused the sus- 
Picions of another officer who summoned 
Police assistance. When a policeman in 

Catdonris® 

attanan 
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specimen forged check used by Catherine B. Lawrence, and (above) the 
method of endorsement. 

her own indorsement, the signature of 
the depositor is again forged with “O.K.” 

uniform entered the bank, the bandit 
shot him twice in the abdomen, but in 
trying to make his escape through a rear 
door encountered two city detectives, who 
disarmed and overpowered him. On be- 
ing searched it was found that he had 
eight sticks of dynamite, with fuses at- 
tached, hanging around his neck. Un- 
fortunately in this case, the policeman 
seems to have been fatally injured. 

Forged Telegrams Again 
SPOKANE, Wash., bank received 
a telegram purporting to be signed 

by one of their depositors and instruct- 
ing that the sum of $50 be wired to a 
bank in Three Forks, Mont., to his order. 
Without making any attempt to de- 
termine if their depositor really was in 
the vicinity of Three Forks, they wired 
the Montana bank the amount requested, 
but did not waive identification. Another 
telegram was received a few days later, 
but as the amount requested overdrew 
the depositor’s account, his home was 
communicated with, and it was found 
he had not left Spokane. In this par- 
ticular case, it is probable that the Mon- 
tana bank will suffer a loss due to their 
acceptance of the operator’s false identi- 
fication. 

placed underneath. She then writes 
“Please pay” and indicates beneath this 
the denomination in which she wishes to 
receive the amount called for on the 
check, the inference generally being that 
the money is desired for payroll pur- 
poses. 
We are reproducing one of the forged 

checks and particular attention is called 
to the figures and the printing which ap- 
pears on nearly all the checks negotiated. 
In cases where the depositor uses a form 
of printed check, this woman generally 
prints with pen and ink a reproduction 
of the printed form. If the attention of 
paying tellers is called to this fact and 
to the formation of the various printed 
letters, it should be an easy matter to 

cause the arrest of 
the operator. Should 
this woman present 
a check at your bank, 
she should be de- 
tained, and the New 
York office of our 
agents notified. She 
is about 35 years of 
age; 5 feet 7 or 8 
inches tall; medium 
stout; has blond 
hair, probably 
bleached, and uses 
plenty of cosmetics; 
appears to be of 

either Jewish or 
German origin; wore 

a brown coat with a fur collar and horn- 
rimmed glasses. 

No. +2 //K 

Adler Accomplice Jailed 

Jacob Greenspawn 

ACOB GREENSPAWN (2008), a 
member of the notorious Adler Gang, 

is now in custody at Chicago, where he 
was arrested on a charge of forgery. Al- 
though Greenspawn’s picture has ap- 
peared in previous issues of this Supple- 
ment, we are again reproducing it in the 
hope that some member bank will iden- 
tify him as one who has defrauded them 
and have their local police lodge a de- 
tainer warrant with the Chicago au- 
thorities. Failure on the part of this 
gang’s victims to identify its members 
following their periodic arrests has per- 
mitted and also encouraged their re- 
peated successes. 
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Do You Recognize Them? 
_— Pittsburgh police recently ar- 

rested DANIEL F. MULL (3525), 
his wife, ANNA M. MULL (3526), to- 
gether with CHARLES T. STUTZ, 
JR. (3527), and PAULINE STUTZ 
(3528). The first two were accused of 
passing worthless checks, and indica- 
tions are that they defrauded banks and 
others in Berkeley and Los Angeles, 
Cal.; Memphis, Tenn.; St. Louis, Mo.; 
Phoenix and Tucson, Ariz.; El Paso, 
San Antonio and Houston, Tex.; In- 
dianapolis, Ind., and Dayton, Ohio. 
Pauline Stutz supplied information that 
when these people visited a town they 
went to various banks and secured blank 
checks, which they filled out and cashed 
in the next town they visited. Mull is 
said to have used the aliases of Charles 
V. Boultinghouse, Charles Brandt, 

Forger-Bandit Arrested 
ENNETH M. HALL (38501), alias R. 
H. Reinhart, alias R. A. Harley, 

alias R. H. Harley, has been arrested by 
the police of Los Angeles, Cal., on a 
charge of assault to commit murder and 
attempted robbery, and has confessed be- 
ing implicated with a gang of bogus 
cashiers’ check operators in passing 
checks, using the name of the Crocker- 
First National Bank of San Francisco 
and the Los Angeles First National 
Trust and Savings Bank. Hall states 
his accomplices "were FRANK BOW- 
MAN (3502), EARL ROGERS (3503), 
and an unnamed girl and that a great 
many of the checks were passed in Cali- 
fornia. Hall is 21 years of age, 5 feet 
7 inches tall, weighing 140 pounds; has 
brown hair and brown eyes. Finger- 
print classification: 1/1 R/R IIIO/IIOO 
19/14. No description of his accomplices 
are available but it is suggested that any 
bank defrauded or knowing a depositor 
defrauded by such checks, have their 
local police communicate with the police 
of Los Angeles, Cal. 

Another Dynamite 
Threat. 

io the early part of December, 
a messenger entered a Hollywood, 

Cal., bank and presented one of the tell- 
ers with a sealed notice which read: “We 
planted dynamite in your bank last 
night. Give this boy $5,000 and get him 
out of there in three minutes.” Instead 
of complying with the demands of the 
note, police were called and the boy de- 
scribed the person from whom he had re- 
ceived it as 30 years of age, 6 feet tall, 
weighing 145 pounds; dark brown hair 
and mustache; wearing black sweater 
coat over a black suit with a light gray 
cap. While this man could not be lo- 
cated by the police, no damage was suf- 
fered by the bank. 

Charles V. Boelton and Clark. Descrip- 
tions of the prisoners follow: Daniel F. 
Mull, 33 years, 5 feet 8% inches, 149 
pounds, medium build, black hair, me- 
dium dark complexion, dark blue eyes. 
Charles T. Stutz, 33 years, 6 feet 2% 
inches, 155 pounds, slim build, light hair, 
fair complexion, gray eyes. Anna M. 
Mull, 21 years, 5 feet 5% inches, 122 
pounds, slim build, dark brown hair, 
medium complexion, dark brown eyes. 
Pauline Stutz, 40 years, 5 feet 9% inches, 
155 pounds, medium build, dark hair, 
medium complexion and gray eyes. Any- 
one identifying the above descriptions 
and method of operation with persons 
who have defrauded them are requested 
to communicate with Inspector Frank R. 
Boyd of the Pittsburgh Police Depart- 
ment. 

Warnings 
A. L. BARNARD (3505), using checks 

on which he has printed A. L. Barnard 
Drilling Company, is traveling through- 
out the middle west issuing bogus checks 
on which the names of different banks 
are inserted with a rubber stamp. He 
opened an account with a Joplin, Mo., 
bank, giving his check drawn on a bank 
in Wentworth, Mo., then used the name 
of the Joplin bank when opening an ac- 
count in Pryor, Okla. He was last re- 
ported in Forest City, Okla., where he 
used the name of the Pryor, Okla., bank. 
No physical description is available at 
this time, but we are advised Barnard 
wears a 32nd degree Masonic ring and 
has a consistory card ostensibly issued 
by a Shrine temple located somewhere in 
Oklahoma. 

EDWARD CALVIN (3507), came to 
New York City last June and secured 
employment as an agent for a nationally 
known life insurance company, for the 
general agent of which he had previous- 
ly worked in Kansas City, Mo. Calvin’s 
pleasing personality and appearance 
produced results which seemed to in- 
sure his success with his employer and 

Edward Calvin 

—. 

it was not until the early part of De. 
cember when a personal check of Calvin’s 
given the company as payment of g 
policyholder’s premium was returned 
“No account,” any intimation was given 
that he was other than honest. Sub- 
sequent investigation disclosed that he 
had been withholding collections for the 
past several months and that in some 

manner he had obtained the company’s 
check for 32 cents made payable to an- 

other agent, and had raised the amount 
to $485.82. He secured cash on this 
check from a New York merchant who 
knew his connection with the insurance 
company and felt safe in cashing one 
of its checks. Calvin’s picture is repro- 
duced herewith, and we are assured that 
if located the New York authorities will 
extradite him from any part of the coun- 
try. Calvin is 33 years of age, 5 feet 5 
inches tall, weighing 170 pounds; stout 
build; has blue eyes, brown hair and a 
half-inch scar over his right eye. Should 
this operator come to your attention, he 
should be turned over to your local police 
with instructions to communicate with 
the New York Police Department and 
our agents’ nearest office. 

H. H. BENSON (3506), a Negro, 
opened an account with a bank in Waxa- 
hachie, Texas, giving as reference a 
colored woman depositor of the bank, to 
whom he claimed to be engaged. He 
deposited a draft for $1,200 drawn 
against the Lincoln State Bank of Chi- 
cago and before returns were received 
he presented a check to be cashed, but 
was told that it would be necessary to 
get the indorsement of a depositor. He 
returned shortly with the check bearing 
what purported to be an indorsement of 
the woman who had introduced him at 
the bank, and received the money. Sub- 
sequently, the Chicago bank returned the 
draft “No account,” and inquiry de- 
veloped that the indorsement of the 
woman depositor had been forged. A 
specimen of the operator’s handwriting 
is reproduced. 

’ soit yy 
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Forges Certifications and 
Cashiers’ Checks 

Aa cashiers’ check operator who 
at times varies his methods by using 

checks purporting to be signed by in- 
dividuals but bearing bogus certification 
stamps, and who has appeared in va- 
rious issues of the Protective Section 
during the past year, is still plying his 
trade. On page 5 of the November, 
1927, Section, as SAM GOULETTE 
(3000), we described his negotiation of 
checks purporting to be issued by the 
Forest Hill Cooperative Farm Company 
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of Staples, Minn., drawn on the First 

National Bank of St. Cloud, Minn. On 

page 8 of the August, 1928, issue under 

the name M. C. WILKE (33835), alias 

J. D. Patterson, alias A. J. Plummer, one 

of his checks drawn on the Cordova 

State Bank and bearing the forged certi- 

fication stamp of that bank is repro- 

duced. Again on page 2 of the Novem- 
ber, 1928, Section, under the name 

MARTIN B. WEDDINGTON (3419), 

alias M. G. Wilkinson, we reported the 
negotiation of bogus cashiers’ checks 
purporting to be issued by the Alabama 
Trust and Savings Bank, drawn on the 
American Exchange-Irving Trust Com- 
pany of New York City. Since that date 
another one of these bogus cashiers’ 
checks has been called to our attention 
and from the indorsement on the back 
it appears he was successful in getting 
$50 from a Kansas City hotel where 
he registered under the name of M. F. 
Wilkins of Florence, Ala. The de- 
scription of the operator places him 
anywhere between 50 and 65 years of 
age, but all agree that he is 6 feet tall, 
weighs 250 pounds, has small‘face, gray 
hair, small mustache, wears glasses and 
has the appearance of a prosperous busi- 
ness man. Member banks are requested 
to refer to the warnings mentioned 
above, and if recognized no hesitation 
should be felt in having Goulette held 
by local authorities and notifying our 
agents’ nearest office. 

B. H. HARRIS (3508), alias Samuel 
B. Youngline, alias Tom L. Norris, en- 
tered a branch of a Detroit bank and 
presented a duplicate deposit ticket on 
which was listed over $600 in checks, 
with the advice that he was a depositor 
in the main office of the bank. At the 
time the deposit was made Harris stated 
he wished to draw funds from his ac- 
count and the teller obligingly gave him 
three blank checks scratching the ad- 
dress of the branch off, and substituting 
main office. He filled out the three 
checks for amounts totaling $410 and 
as the teller failed to check up, succeeded 
in securing the money. Harris is 35 
to 40 years of age, about 5 feet 6 inches 
tall, weighs 150 to 155 pounds; has medi- 
um complexion, smooth shaven. 

OX page 2 of the December, 1928, 
Protective Section under the head- 

ing “Forges Customers’ Indorsements” 
there appeared a warning covering an 
operator who was negotiating forged 
checks purporting to be issued by Ander- 
son & Jones of Marlow, Okla. We have 
since been advised that this operator is 
using the name H. M. HOWARD (3509), 
and he is 30 years of age, 5 feet 11 inches 
tall; slender build; has dark complexion, 
dark hair and dark eyes; well dressed. 
A specimen of the operator’s handwrit- 
ing is also reproduced to assist in his 
identification. 

HIM Kowa. 

CLARENCE HULDERMAN (3529), 
alias E. F. Kuntz, alias Clarence Horde- 
man, recently started passing bogus 
checks, and reports of his operations 
have now been received from Tulsa, 
Okla.; Kansas City, Mo.; South Bend, 
Ind.; Columbus, Ohio; Zanesville, Ohio; 
Charleston, W. Va.; Huntington, W. Va., 
and Roanoke, Va. He enters a bank 
and requests an officer to O. K. a check 
for a small amount, claiming he had 
previously presented a letter of intro- 
duction. Naturally the officers do not 
remember him or the letter, but in view 
of the small amount, many have taken 
a chance and O. K.’d his checks, with 
resultant losses. He also makes pur- 
chases from merchants, tendering a 
bogus check and referring them to the 
local banker he approached. Needless 
to say he is a clever talker, about 25 
years of age, 5 feet 11 inches tall, 
weighing 165 pounds, of medium build; 
has dark complexion and black hair; 
well dressed. 

Mining Company Checks 
ogus 

Fred B. Hyde 

lw January, 1927, FRED B. HYDE 
(3206) and ERNEST ALEXANDER 

WALKER (3207), were arrested in 
Wichita, Kan., and returned to Tulsa, 
Okla., where they had put over a series 
of worthless checks. When their cases 
came up for trial Hyde assumed entire 
responsibility for the crimes committed 
saying imprisonment would be fatal to 
his buddy, Walker, who was alleged to 
be in poor health. His action so aroused 
the sympathy of the prosecuting au- 
thorities, that Walker received a six 
months suspended sentence and Hyde 
was only sentenced for a year. It was 
not long before Walker renewed his 
operations with the aid of a new partner, 
CHESTER A. PARVIN (8208), and no 
doubt this pair were joined by Hyde on 
his release from prison. They traveled 
through the western part of the United 

Ernest Alexander Walker 

States and in Mexico, where they posed 
as Mexican representatives of the Golden 
Eagle Mining Company or the North 
American Silver-Lead Corporation and 
cashed checks purporting to be issued 
-by those corporations whose Mexican ad- 
dresses were given as Morelia—Mich.— 
Mexico. We now have reports that 
checks purporting to be issued by The 
Belle H. Mining Company payable to 
R. D. Bailey or bearer, signed by Ernest 
A. Walker, are coming through from 
California points. The name of the 
Chase National Bank as the drawee has 
been inserted by a typewriter in the 
lower left corner and the body of the 
checks are also filled in by typewriter. 
Under the name of the mining company 
which runs across the top center of the 
check, is “Morelia—Mich.—Mexico” and 
to the right appears, “Office of Treasur- 
er, Elmira, N. Y.” The pictures of Hyde 
and Walker are again reproduced and 
their descriptions follow. Walker is 49 
years old, a trifle over 6 feet tall, slender 
build, weighing about 142 pounds; has 
sallow complexion, dark brown hair and 
bluish gray eyes. . Hyde is about 30 years 
old, 5 feet, 9 inches tall, slender build, 
weighing 140 pounds; has_ chestnut 
colored hair and blue eyes. The indorse- 
ment of R. D. Bailey is also reproduced. 

ML 13acley 

A* operator using the name M. C. 
JONES (3510), and carrying fake 

credentials identifying him as assistant 
to the president of the Illinois Traction 
System, Chicago, IIl., is victimizing 
hotels and railroad officials throughout 
the South. Jones travels in an auto- 
mobile and apparently is headed for 
Miami, Fla. While we have no physical 
description of Jones, it seems he is of a 
very prepossessing appearance and can 
talk intelligently about the railroad 
freight business. He calls on officials 
of railroads apparently to solicit freight 
business for the Illinois Traction System, 
but winds up by getting his victim to 
indorse a small check which he cashes 
at a local bank. 

C. E. KNECHT (33857), alias G. E. 
White, alias W. E. Fair, alias G. E. 
Hauk, is continuing his successful ne- 
gotiation of bogus checks purporting to 
be issued by the American Auditing 
Company, New York City, and drawn on 
the non-existent City National Bank of 
the same city. A warning regarding the 
activities of this operator appears on 
page 7 of the Protective Section for Sep- 
tember, 1928, at which time he was re- 
ported from East Akron, Ohio. The last 
check called to our attention was ap- 
parently cashed in Reading, Pa. 

H. W. LARSEN (3511), alias G. H. 
Miller, recently visited two Minne- 
apolis banks and in each case handed 
the receiving teller duplicate deposit 
slips upon which were listed numerous 



AMERICAN BANKERS ASSOCIATION JOURNAL 

checks on other banks all made payable 
to the name appearing on the slips. 
The operator requested that one of the 
slips be stamped and receipted, but the 
carefulness of the tellers in both cases 
prompted them to check their files to see 
if an account was carried in the name 
given. When the operator saw this 
being done, he immediately left the win- 
dow, leaving deposit slips and checks 
behind him. No attempt was made in 
either case to secure any money from 

the bank, the operator’s scheme prob- 
ably being to get a receipted duplicate 
deposit slip and use this later in de- 
frauding banks or others. The careful- 
ness of these tellers is commendable and 
probably frustrated a plan to victimize 
their institutions. Larsen is about 40 
years of age, 5 feet 9 or 10 inches tall 
and weighs about 145 pounds. 

Bogus Cashiers’ Checks 
ELMER A. LOGAN (38119), reported 

in the March, May and October, 1928, 
Protective Sections recently defrauded a 
Philadelphia merchant whom he met 
through an advertisement inserted to 
obtain additional capital for his busi- 
ness. Logan did not vary his usual 
method, but used the names of different 
banks on his latest bogus checks. It 
appears that he agreed to invest $25,000 
in the Philadelphia merchant’s business 
and after negotiations had been com- 
pleted he exhibited what purported to 
be a cashier’s check for that amount 
issued by the First National Bank of 
Quincy, Mich., drawn on the National 
City Bank of New York City. It was 
signed C. S. Spaeth, Cashier, and made 
payable to Alfred L. Parker, which was 
the alias used by Logan in this case. He 
later negotiated his personal check for 
$2,000 and succeeded in being introduced 
at a Philadelphia bank. Heretofore this 
operator employed cashiers’ checks of the 
Mercantile Trust and Savings Bank, 
Quincy, Ill., drawn on the Hanover Na- 
tional Bank, New York City. While 
generally Logan does not operate direct- 
ly against banks, members receiving 
deposits of checks such as described 
above, should check the existence of the 
issuing bank and the names appearing 
thereon. As a_ general rule bogus 
cashiers’ check operators even when they 
use the names of existing banks fail to 
have the correct transit numbers in- 
serted on the check, and when using the 
name of a non-existent bank, a check 
against the transit numbers will soon 
disclose the fraud. Logan is 55 years 
of age, 5 feet 8 or 9 inches tall, weigh- 
ing 175 pounds; stocky build; has sandy 
hair mixed with gray and florid com- 
plexion, apparently the result of over- 
indulgence in intoxicating liquors. 

JOHN R. MARTIN (3512), present- 
ing a business card showing his connec- 
tion as vice-president of Martin & Com- 
pany, Inc., Investment brokers, Stock 
Exchange Building, Philadelphia, Pa., 
succeeded in getting a check for $248.50 
o.k.’d by an official of a San Francisco 
bank. Martin claimed to be connected 

with the American Bankers Association 
and had on his person a blue ribbon 
badge such as was used by the delegates 
to the recent convention of the Associ- 
ation in Philadelphia. He had personal 
letters addressed to himself and a lodge 
card, also he possessed an _ intimate 
knowledge of banking and investment 
companies in Philadelphia and was 
acquainted with the names of officers 
of various Philadelphia financial institu- 
tions. The check called to our attention 
is drawn on the National City Bank oi 
New York, 42nd Street Branch, payable 
to John R. Martin and purports to be 
signed by George E. Strauss, president 
of Strauss Importing Company, Inc. 
We are advised that he succeeded in 
getting another check cashed which was 
drawn on a Philadelphia bank.  In- 
vestigation in Philadelphia discloses that 
there is a well known banking house in 
Philadelphia by the name of Martin & 
Company, Inc., but they are not at the 
address shown on the operator’s card 
nor have they anyone connected with 
them by the name of John R. Martin. 
The operator is about 60 years of age, 6 
feet 1 inch tall, weighing 200 pounds; 
has gray hair, closely clipped mustache, 
healthy complexion, well dressed and 
wore a Shriner pin in left lapel of coat. 

M. A. McCOURT (3513) defrauded 

a San Diego, Cal., bank at which he 
opened an account with a forged check 
drawn on a Bellingham, Wash., bank 
together with another check drawn on 
the same bank signed with his own 
name. The first check was returned 
bearing the forged signature of a 
legitimate depositor and the _ second 
marked “No account.” Unfortunately, 
the San Diego bank allowed a _ with- 
drawal $50 against the uncollected de- 
posit. The forger is about 40 to 45 
years of age, 5 feet 10 inches tall, weigh- 
ing 165 pounds; smooth shaven; has 
light complexion, well dressed. 

C. C. MOLLIN (2487), who was last 
heard from in the latter part of 1926, 
has apparently resumed his criminal 
operations against banks and _indi- 
viduals. Our criminal files contain re- 
ports on this operator from over ninety 
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banks and show almost as many aliases, 
Previously Mollin posed as the advance 
representative of a construction or 
lumber company, and in 1926 used the 
name of the Baltimore Construction 
Company. The check just brought to 
our attention indicates that one of his 
old aliases, J. Johnson, is still being 
used. This most recent check is drawn 
on the Bankers Trust Company of Louis- 
ville, Ky., payable to J. Johnson or 
bearer and signed “Rev. A. G. Spaulding, 
D.D., First M. E. Church.” The check 
bore what purported to be a certifica- 
tion stamp of the Bankers Trust Com- 
pany. A reproduction of Mollin’s pic- 
ture is carried with this warning and 
our records indicate he is now about 52 
years of age. When last arrested he 
was 5 feet 9 inches tall, weighing 160 
pounds; medium build, had light com- 
plexion, light eyes and chestnut hair. 

ROBERT MILLER (3514), who rep- 
resents himself as connected with the 
Moss Chevrolet Company of Grenada, 
Miss., is visiting Chevrolet dealers in 
their territory and has succeeded in 
getting cash on several checks, all for 
small amounts. He is drawing on the 
Grenada Trust and Banking Company, 
which is returning all checks marked 
“No account.” We have no physical 
description of the operator, but as he 
apparently continues to use the one 
name and same story, the information 
contained in this warning should be 
sufficient. 

JERRY MOORE 
FREISTMAN (3516) defrauded a 
Sonora, Texas, bank by forging the 
signatures of two of the bank’s deposi- 
tors for whom they had previously 
worked. They have left town traveling 
in a Ford Standard Coupe new model, 
bearing Kansas license K-307693 and as 
they are still in possession of some of 
the blank check forms of their former 
employers, member banks are warned to 
be on the lookout for them. Moore 
forged the name of R. C. Hills, the 
proprietor of a cafe in Sonora and is 
described as 20 years of age, 5 feet 10 
inches tall, weighing 155 pounds; fair 
complexion, brown eyes and dark hair. 
Freistman, who is also 20 years of age, 
5 feet 7 inches tall, with fair complexion, 
blue eyes and light brown hair, was 
employed by Mr. C. E. Stites of the 
Stites Motor Company and probably wili 
impersonate him. 

(3515) and RAY 

L. R. MURRAY (3517) is cashing 
bogus payroll checks which appear to 
have been issued by the Chicago- 
Milwaukee-St. Paul and Pacific Rail- 
road Company, Kansas City, Mo., drawn 
on the Broadway Bank of Kansas City. 
The checks bear the name of the rail- 
way company across the top center and 
the drawee bank in the lower left 
corner. The company name also ap- 
pears above the signature of H. F. How- 
ard, Paymaster. Murray is about 45 
years of age, 5 feet 6 inches tall, weigh- 
ing 160 to 165 pounds; has very dark 
complexion, dark hair and eyes; inclined 
to be stout. 
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A. E. NICHOLS (3518) attempted to 

defraud a member in Utica, N. ¥ by 

representing himself as an industrial 

banker and opening an account with a 

check for $825 drawn on an account 

which he claimed to have with the 

Colonial Trust Company of Pittsburgh. 

Within a few days after he opened his 

account the operator made several at- 
tempts to draw against the uncollected 

deposit, but in spite of his apparent 
respectability, the Utica bank stuck to 
the rules of sound banking practice and 

refused to extend him credit. The 

Pittsburgh bank returned the check pro- 

tested “No account” so that the only 

loss suffered by the Utica bank was in 

payment of protest fees. Nichols is 
between 35 and 40 years of age, 6 feet 
tall, weighing 165 pounds; has dark 
complexion, small black mustache and 
prepossessing appearance. A check-up 
of the hotel at which he stayed while in 
Utica indicates that he was traveling 
with a woman companion but we have 

no description of her. 

BANK in Montgomery, Ala., re- 
ports having been defrauded by 

JOE NICHOLS (8519), who opened an 
account with a $300 draft drawn on the 
American Traders National Bank of 
Birmingham, Ala., which was later re- 
turned “No account.” As the bank 
knew that Nichols was formerly con- 
nected with a bank in Montgomery, Ala., 
and was presumed to bear an excellent 
reputation, he was permitted to draw 
against the uncollected deposit and the 
bank suffered a small loss. Nichols is 
about 5 feet 9 or 10 inches in height, 
weighs 145 pounds; has clear com- 
plexion, dark hair, and a very pleasing 
personality, neat dresser. 

HENRY D. POND (38520), alias H. 
D. Pond, who defrauded a Malden, 
Mass., bank in 1925, is again reported 
to be operating against banks and in- 
dividuals by means of bogus and forged 
checks. We are advised by the Con- 
necticut State Police that they hold a 
warrant charging him with forgery of a 
note and he has operated throughout 
New England, also in New York state, 
and that he was last heard from as hav- 

Henry D. Pond 

ing defrauded a hotel in Tulsa, Okla. 
He is apparently bound for the Pacific 
coast and is traveling with a woman 
companion in a Reo Flying Cloud Coupe, 
Massachusetts license No. 590265, the 
license having been issued in the name 
of Mrs. Grace M. Scott who owns the 
car. We are reproducing a picture of 
the operator who is 46 years of age, 6 
feet 4 inches tall, weighing 260 pounds; 
stout build; medium complexion; has 
dark chestnut hair and blue eyes. 
Finger print classification: 1/1 u/u 
II/II 4/5. 

H. H. RICKMAN, (8521), a colored 
operator, visited Bonner Springs, Kan., 
where he represented himself as a phy- 
sician and rented an office to set him- 
self up in practice. He made a deposit 
of a $1,200 draft signed by himself and 
drawn agamst an account which he 
claimed to have with the Farmers and 
Merchants Bank, Mangum, Okla., a non- 
existent institution. He attempted to 
get a passbook aid check book but the 
bank refused to give him these or even 
a receipt for his draft until it was col- 
lected. Their carefulness prevented a 
loss to the bank, but he succeeded in 
getting the colored principal of a school 
to indorse another draft for $65 which 
was subsequently returned. 

“DR.” HOWARD J. ROBINSON 
(3522), a confidence man who ap- 
proaches his victims through their chil- 
dren, defrauded a depositor of a Crewe, 
Va., bank whom he met on a ferry boat. 
After admiring her child, he ascertained 
her name and address, then called on her 
the next day. He represented himself 
as a member of the medical unit of the 
Rockefeller Foundation doing research 
work in Japan and also said that he had 
been with the Hoover Relief Unit in 
Belgium. He stated that his victim’s 
child looked so much like his own dead 
daughter that he wanted to do some- 
thing for her. He led the subject 
around to money and checks and finally 
had his victim introduce him at a local 
bank, where he succeeded in getting a 
check drawn on the National Shawmut 
Bank of Boston cashed. An official of 
the Crewe bank was acquainted with one 
of the officers of the National Shawmut 
Bank of Boston and the operator was 
able to carry on an intelligent con- 
versation regarding the Boston banker. 
Robinson is 50 to 55 years of age, 5 feet 
6 inches tall, weighing 140 pounds; very 
thin; has brown eyes, gray hair partly 
bald, and soft white hands, his finger- 
nails being stubs or half nails. He is 
continually twitching his hands ap- 
parently from nervousness. Any infor- 
mation regarding this operator should 
be communicated to our agents’ nearest 
office. 

Checks issued by W. T. SMITH (3523), 
signed by himself as president of the 
Wonder City Shoe Company, Inc., drawn 
on the State Planters Bank of Hopewell, 
Va., are being returned marked “Insuffi- 
cient Funds” and have caused a loss to 
various New York banks, hotels and 
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merchants. Smith’s practice of dis- 
tributing these checks led to his arrest 
on Nov. 5 in New York City, but he 
was released in the Magistrate’s Court 
on Nov. 12, after making restitution to 
the complaining witness. When oper- 
ators of this type are arrested on the 
complaint of one victim, they generally 
make every effort to repay the party 
prosecuting them as quickly as possible 
even though they have to pick a new 
victim to pay expenses. In this particu- 
lar case, as in many others, after the 
release of Smith several other items 
turned up. 

FRANK WALSH (3524) succeeded in 
defrauding a Stroudsburg, Pa., bank by 
having them cash a check purporting to 
be signed by E. G. Parker and drawn 
on another bank located in the same city. 
He approached the teller in the de- 
frauded bank at a very busy hour and 
represented himself as being acquainted 
with one of the bank’s depositors who 
lives only a few doors from the bank. 
The principal stock in trade of members 
of this profession is their prepossessing 
appearance and ability to sell confidence 
in themselves to their intended victims. 
This operator evidently had the neces- 
sary qualifications of his trade. He is 
about 28 years of age, 5 feet 11 inches 
tall, weighing 160 pounds; has dark 
hair, round smooth face and regular 
features. 

Bogus Payroll Checks 
eS payroll checks purporting 

to be issued by the Sinclair Refining 
Company, Chicago, IIl., are being cir- 
culated in Chicago and vicinity. The 
bogus checks are generally for small 
amounts and investigation discloses that 
generally a man and woman with a child 
in arms enter a store, represent them- 
selves as Sinclair employees and after 
making a small purchase are successful 
in securing merchandise and cash in 
exchange for a check. While the Sin- 
clair company has not suffered any loss, 
they are very anxious to cause the ap- 
prehension of the operator and will 
prosecute if arrested. The following 
bank names and transit numbers appear 
at the bottom of the checks to the left: 
Exchange State Bank of Chicago, 2-175; 
Illinois Merchants Trust Company, 2- 
306, and Guardian National Bank of 
Chicago, 3-461. Each of the transit 
numbers is incorrect. 

Stolen Bonds 
N page 3 of the June, 1928, Pro- 
tective Section we broadcast the 

loss or theft of fifty thousand dollars 
($50,000) par value of Public Service 
(N. J.) Electric and Gas Company first 
and refunding mortgage gold bonds, 4% 
per cent series, due 1967, numbered 1504 

to 1553, inclusive. We are now advised 
that the coupons due in June, 1928, were 
torn from the bonds and returned to 
the rightful owners by the persons in 
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Offices of the William J. Burns International Detective Agency, Inc. 
CALIFORNIA, Los ANGELES—525 I. N. 

Van Nuys Building. 

SAN FRANCcIScCO—1015 United Bank 
& Trust Co. Building. 

CoLORADO, DENVER—424 Cooper Building. 

DISTRICT OF COLUMBIA, WASHINGTON— 
601 Southern Building. 

FLORIDA, MIAMI—610 Exchange Build- 
ing. 

GeEorGIA, ATLANTA—921 Healey Build- 
ing. 

ILLINOIS, CHICAGO—1050 Otis Building. 

LOUISIANA, NEW ORLEANS—930 Hiber- 
nia Bank Building. 

MARYLAND, BALTIMORE—902 
Building. 

Fidelity 

whose possession the bonds now are. 
The owners have also been advised by 
telephone that the bonds are being held 
for ransom, but as application has been 
made by the owner for the issuance of 
duplicate bonds, no loss will be suffered 
by him, and it is likely that the thieves 
will attempt to put the bonds up as col- 
lateral, possibly with some bank, in order 
to obtain a loan. 

Arrests 
Forgers 

BAKER, L. E.—Dec. 7, Atlanta, Ga., 
City Prison. 
BLACK, HENRY E.—Nov. 21, Los 

Angeles, Cal., City Prison. 
BROWN, MRS. DICK—Nov. 21, Los 

Angeles, Cal., City Jail. 
BRYANT, T. E.—Nov. 16, Memphis, 

Tenn., City Prison. 
CRESS, BOB—Oct. 23. Is now serv- 

ing time in Kings County Jail, Washing- 
ton, on another charge. 
GREENSPAWN, JACOB—Nov. 

Chicago, Ill., City Prison. 
GRIFTEN, E. L.—Nov. 26, Pittsburgh, 

Pa., City Prison. 
HALE, EVELYN—Nov. 21, Vancou- 

ver, Wash., County Jail. 
HOLT, WILLIAM—Dec. 3, Los An- 

geles, Cal., City Prison. 
HUSSEY, THOS. P.—Nov. 20, Boston, 

Mass., City Prison. 
LEWIS, M. E.—Dec. 

Utah, County Jail. 
McCANN, THOS. P.—Nov. 10, Bos- 

ton, Mass., City Prison. 
NEAL, JAMES—Nov. 21, 

Mass., City Prison. 
SOLOMON, MAURICE—Nov. 17, New 

York, N. Y., Tombs Prison. 
TAYLOR, WM. ALLEN—July 25, St. 

Louis, Mo., City Prison. 
WILSON, FRANK E.—Nov. 19, Bos- 

ton, Mass., City Prison. 

Holdup Robbers 

ANNIN, RAY—Nov. 6, Los Angeles, 
Cal., City Prison. 
ELDRIDGE, JOHN—Dec. 

ville, Okla., County Jail. 
FUCCI, SAM—Nov. 23, Pittsburgh, 

Pa., State Police Barracks, Greensburg. 

30, 

14, Marysvale, 

Boston, 

6, Kelly- 

MASSACHUSETTS, BOSTON—345 New 
Chamber of Commerce Building. 

MICHIGAN, DETROIT—436 Dime Savings 
Bank Building. 

MINNESOTA, MINNEAPOLIS—726 Mc- 
Knight Building. 

MissourRI, KANSAS CiTY—403 
Arcade Building. 

St. Lours—619 Louderman Building. 

NEw YORK, BuFFALO—405 D. S. Mor- 
gan Building. 

New YorRK City—165 Broadway. 

OHIO, CINCINNATI—316 First National 
Bank Building. 

CLEVELAND—1105 Swetland Building. 

OKLAHOMA, OKLAHOMA CiITy—908 Col- 
cord Building. 

Ridge 

HART, LESLIE C.—Nov. 6, Los An- 
geles, Cal., City Prison. 
KEEL, COLBERT—Nov. 16, Killed by 

Locals, Kansas City, Mo. 
LIDDELL, HAYNIE—Nov. 16, Kan- 

sas City, Mo., County Jail. 
McDANIEL, HUGH, H.—Oct. 27, Sil- 

ver Springs, Md., County Jail. 
TRADER, PATRICK—Nov. 23, Pitts- 

burgh, Pa.,- State Police Barracks, 
Greensburg. 
WEAR, TOM—November, 1928, Havre, 

Mont., County Jail. 
WILLIAMS, DENNIS—Dec. 6, Kellys- 

ville, Okla., County Jail. 

Dispositions 
Forgers 

BRYANT, T. E. 29 days, Shelby 
County Workhouse, Memphis, Tenn. 
COLLINS, E. M.—Released, insuf- 

ficient evidence, New Orleans, La. 
CRESS, BOB.—1 to 3 years, State Re- 

formatory, Monroe, Wash. 
DOWD, FRED J.—2 years’ probation, 

Los Angeles, Cal. 
FINNEY, ALFRED WM.—5 years’ 

hard labor, State Penitentiary, Rich- 
mond, Va. 
GRANT, ROLEN—3 months, County 

Jail, Philadelphia, Pa.; also fined $100. 
HENNIGAN, JAMES M.—5 years, 

State Prison Farm, Raiford, Fla. 

OREGON, PORTLAND—1008 Yeon Building, 
PENNSYLVANIA, PHILADELPHIA—430 Wj. 

dener Building. 
PITTSBURGH — 1404 

Bank Building. 

TENNESSEE, MEMPHIS—414 Bank of 
Commerce & Trust Co. Building, 

Texas, DALLAs—614 Kirby Building, 
Houston—1020 Marine Bank & Trust 

Co. Building. 
San ANTONIO—606 Travis Building. 

Urtau, SALT LAKE CiTy—527 Continental 
Bank Building. 

WASHINGTON, SEATTLE—1805 L. C. Smith 
Building. 

SPOKANE—1204 Old National 
Building. 

First National 

Bank 

MARTIN, MYRON—Made ward of 
Juvenile Court for eight weeks, Los An- 
geles, Cal. 
MEADE, DOROTHY—1 year, Deten- 

tion Home for Minors, Florida. 
REYES, JOE—5 years’ probation, 6 

months to be served in County Jail, Los 
Angeles, Cal. 
SCHMIDT, I. S.—Committed suicide, 

St. Louis, Mo. 
TRIBBLE, GEO. HERMAN —Re- 

leased, made restitution, Atlanta, Ga. 

Burglars 

FREEMAN, MELVIN—Released, in- 
sufficient evidence, Washington, D. C. 

Holdup Robbers 

BARNES, TOM—35 years, U. S. Peni- 
tentiary, Atlanta, Ga. 
ETZEL, HENRY—50 years, 

Penitentiary, Joliet, Ill. a 
KELLY, FRED—Acquitted, New Or- | 

leans, La. 

State 

NORMANDIE, HAROLD — Turned 4 
over to Federal Authorities for two-year 
sentence, mail robbery. 
McDANIEL, HUGH—15 years, State 

Penitentiary, Baltimore, Md. 
WALKER, “WHITEY.” — Escaped, 

June 6, 1928, Vaughn, New Mex. 
WALLIS, B. W.—Released, 

evidence, Oklahoma City, Okla. 
WILLIAMS, “LITTLE DICK.”—20 

years, U. S. Penitentiary, Atlanta, Ga. 

lack of 

Statistics of the Protective Department 

Arrests Dispositions 

Awaiting 
nrg Re 
Sept. 1 
1928 ° 

rted|Reported 
ince in 

Sept. 1,| Dec., 
192 1928 

Forgers, etc.... 

Burglars 

Holdup robbers} 127 

Total 
Dis- |Fugitives| Awaiting 

charged |Escaped,| Trial 
or Ac- | Insane 
quitted | or Dead 

6 108 

Con- 
victed 

Total 

24 
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