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-LETTERS- 

Caught Red-Handed 

Sirs: Our employees thoroughly read your magazine from 
cover to cover. In the issue for January, page eight, there appears 
a picture of President-elect Franklin D. Roosevelt. This picture 
shows him wearing a double-breasted coat with the breast pocket 
on the — side. Also the chain guard and key is on the 
same side. 

Can you give me an explanation in order that I may transmit 
authentic information to our sharp-eyed employees. 

G. M. Hawn, Assistant Cashier, 
The Collingswood National Bank, Collingswood, N. J. 

Gentlemen, you win. We've committed crimes on that photograph of the 
President-elect. He had to ‘‘face up’’ with the contrasting portrait of Ogden L. 
Mills, Secretary of the Treasury, on the opposite page. In the parlance of the engraver, 
we “reversed” him, thus turning left hands right. There weren’t supposed to be 
sharp eyes to detect right-hand breast pockets. We stand delivered to the mercy of 
the Court.—The Editor 

oo 

Something to Shout About 

Sirs: I am sure that you will be interested in the response 
received from the article in the December number of The Burroughs 
Clearing House entitled ““The Taxpayers’ Club in Detroit.” 

One hundred and ninety-eight letters were received from banks 
and other financial institutions located in all sections of the 
United States and Canada, practically every state in the Union 
being represented. 

In each case, complete details of our system, including copies 
of forms, were forwarded by us. Over one hundred and fifty 
institutions expressed a determination to get clubs started at once. 

James J. O'SHEA, Vice-president, 
Guardian National Bank of Commerce, Detroit, Mich. 

oe¢ 

Thanks—Twice Over 

Sirs: The letter of Mr. 
Chen Tsao Hsi of Peiping, 
China, which appears in your 
January issue, came to my 

Mr. Chen Tsao Hsi, 
Yenching University, 
Peiping, China 

Your letter to The Burroughs 

(heBurroughs 

Clearing House 

HERBERT SHRYER, Editor 

MARCH, 1933 VoL, 17 :: No. 6 

attention and it so happens 
that a file of these magazines 
is kept by this bank. I am 
very glad to be able to furnish 
Mr. Chen Tsao Hsi with a 
copy of the article he requests 
- it is being mailed to him 
today. 

Clearing House requesting the 
article ‘““What’s in the Travel 
Business” which appeared in the 
November 1930 issue appears in 
the current issue. As_ they 
apparently do not have any 
copies I have clipped it from my 
file and enclose it herewith and 

I also wish to take this 
opportunity of extending my 
thanks to the Burroughs people 
for this magazine. Our bank 
has been receiving it for almost 
twelve years and it is one of the 
few trade magazines that I can 
Say is really of interest to me 
during every month in the year. 

hope you will accept it with our 
compliments. 

S. MAHLER 

Sirs: While I have never 
written a letter of acknowledg- 
ment or appreciation of The 
Burroughs Clearing House, the 
above is evidence that it is read, 
beginning with the first page. 

S. MAHLER, Manager 
Bank of America, 

Concord Branch, Concord, Calif. 

J.S. Coase, Assistant Cashier, 

Security State Bank, 
MeIntosh, South Dakota 

eee 

We're Passing the Word Along 

Sins: I am pleased to enclose a copy of the third edition of 
our booklet Profitable Farm Management just fresh from the 
printer. It is considerably enlarged with 29 illustrations, new 
forms, ete. Now, going into 8,000 copies, each distributed entirely 
on request, the printing costs have been much reduced so we can 
send it out more freely where it may do some good or arouse some 
interest in better tenant-farming. 

_ For those desiring to offer this book to their readers the charge 
Will be 15¢ postage. We formerly had to ask 50c and such peri- 
odicals as the Scientific American et al, at their own request, dis- 
tributed a good many on that basis. 

C. J. CLAASSEN, President, 
Farmers National Company, Omaha, Nebraska 

Banzai, Mr. Bailey 
Sirs: According to Mr. H. Bruere and Mr. Lazarus, Applied 

eee 

Budgeting, 1926, you have a very good budgetary controlling 
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system in your bank. As I am now studying this topic, I have 
the honour to beg you show me the method you are taking and 
send me of the forms used, as possible as you can. It will be very 
good kindness and troubleness. 

O. Krinkat, The Pasuda Bank, Ltd., 
Tokyo, Japan 

Mr. Ralph E. Bailey, Comptroller of the National Shawmut Bank, has court- 
eously and, we believe, quite effectively answered the Japanese bank by sending it 
the April, 1930, issue of this magazine which contains an article concerning the 
Shawmut’s Budgetary Control System.—The Editor. 

oe 

O. K., Bayamon! 

Sirs: I have been reading the December number of your 
magazine and have found it very rs It would be a great 
honor for me if you add my name in your list of readers. If this 
application meets with your approval, kindly forward this maga- 
zine to the care of The National City Bank of New York, Bayamén 
Puerto Rico. 

M. CALpERON, JR., Manager, 
The National City Bank of New York, Bayamon, Puerto Rico 

(Continued on page 32) 
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In ncreasing Profits 

aN 

In our zeal for new sources of earnings, let us not 

overlook the net profits which lie in efficient 

operating. Let us impose a scale of charges 

which makes every service pay its way. But, at 

the same time, let us come at our operating prob- 

lems with eyes wide open to the economies—net 

profits—attainable through better ways of per- 

forming our operating tasks. 

| vv 

By R. H. Brunkhorst 

Comptroller, Harris Trust and Savings Bank, Chicago, Il. 

O longer is it necessary to discuss advocating service charges. I have 

at any great length the prob- used several hundred thousands of 
lems created by the drying up’ words in this cause. But we must be 

of the time-honored sources of banking alert to two dangers to efficient bank- 
profits. The problems exist; they grow ing which may follow this agitation. 
more acute every month. But every- The banker may get the fallacious 
body understands their existence, and _ belief that the world owes him a living 
knows that something must be done -—an attitude which always goeth 

lo replace the profit flow from the old _ before a fall. Quite as dangerous, the 
sources. banker tends to get his mind so fixed 
Nor is it necessary to waste a lot of on the new revenue available from 

eloquence on the subject of service service charges that he fails to em- 
charges on small balances, active phasize adequately another potential 
accounts, and miscellaneous services. source of net profit quite as important 
Charges must be made upon all serv- as—perhaps in most banks more 
ices which do not otherwise pay their important than —the net profit attain- 

Way. The income from service charges able through service charges. 

is essential in supplanting the income 
lost through shrinkage of return on ONSIDER, if you will, two typical 
investments and loans, through the situations which arise in well-run 

decreased number of good loan risks banks. An officer obtains a new $100,- 
available to most banks, and other 000 account, on which the normal net 

causes. But service charges are not profit is 1 per cent, or $1,000 annually. 
the only source of new net profits. This new business makes for tre- 

Untold millions of words have been mendous elation throughout the insti- 
*F used in speeches and in articles tution unless the bank is so large that 

By CUTTING COSTS 

Because he is comptroller of a 

metropolitan bank, and because he 

possesses an extensive knowledge 

of the operation of smaller banks, 

Mr. Brunkhorst is especially quali- 

fied to discuss operating problems 

$100,000 is an old story. The other 
situation involves an _ officer who 
devises a new and entirely satisfactory 
routine which permits getting along 
with one less employee, at $1,000 
annual salary. Nobody thinks much 
about it, everybody takes it as a 
matter of course. 

What is the difference between 

$1,000 net profit from a new account 
and $1,000 net profit from a saving in 
expense? Is one better than the other, 
or likely to be of more value? I think 
so. I believe that the advantage is all 
with the expense saving, over the new 
account. For the new account cannot 
be controlled by the bank, it may be 
removed by the customer by merely 
signing a check for his balance, and 
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some day probably will be so lost. 
Whereas the saving in expense will go 
on forever, year after year, if only the 

bank has set up some routine which 

prevents adding unnecessary costs in 

future. 

Yes, with all due appreciation of the 

profits to be attained through new 

business and the profits to be made by 

service charges, we have ready at hand, 

to be taken at little or no expense 

except the exercise of some study and 

some ingenuity, at least equally im- 

portant sources of new profits through 
savings in operating expense. So it 

is essential especially in these lean 

times that the bank keep its manage- 
ment attention focused sharply on 

expenses. 

ET’S make a brief detour to pay our 
disrespects to much of the time- 

honored, traditional attitude toward 
reducing expenses. The first way of 
cutting expenses that comes to most 
bankers’ minds today —I say this after 
discussing the subject with dozens of 
bankers in assorted sizes of institutions 
and communities—is to cut salaries. 
The second way is to pour additional 
work on the clerks up to the limit of 
their endurance, knowing full well that 
they “are so eager to hang onto their 
jobs that they will stand almost any- 
thing. To neither of these methods 
am I referring when I say that expense- 
saving offers an important source of 
additional net profits. It is obvious 
that a revision of salaries from the 

1929 level is fair, if the 
employer is careful to be 
fair. It is likewise pos- 
sible that in some banks 
the efficiency of clerical 
help may have slumped 

off during the boom, 
justifying an increase of 
the work load. But that 
is not the sort of salary 
reduction or work in- 
crease that we are talk- 
ing about here. 

The big source of ex- 
pense savings is rather 

in a fundamentally dif- 

ferent approach to the 
whole problem. The big 

savings come through 

looking at the problems 

of bank operation, de- 

termining which are 

likely to disclose im- 

portant wastes, and then 

devising ways to econ- 
omize. For example, 
consider peak loads. We have man- 

aged to smooth out the load tremen- 
dously in most of our departments 
through devising better ways to handle 
the work and also through getting our 
customers to help us. When a peak 
is leveled off by shoveling it down into 
a valley, it is usually possible to get 

along with less payroll expense than 
before. 

Only recently this question came up 

in our transit department. Night 
work started up, and this means either 

an adjustment or more help. Investiga- 
tion showed that a new city customer 

was depositing a heavy volume of 

transit items daily at 2 p. m., which is 

a heavy hour anyhow. We asked the 

customer about it, learned that the 

deposit consisted of items accumulated 

during the previous day and sent us 
by an express company at 9 a. m. 

The deposit was riding around town 

five hours before reaching us. The 

express company gets a lot of business 

from us, so we asked them to change 

the route. The deposit is now hustled 
over to us straight from the cus- 
tomer’s office, reaches us a few minutes 
after 9 a. m., and nicely fills what was 

We have 

managed to smooth out the load 

Consider peak loads. 

tremendously in most of our de- 

partments through devising better 

ways to handle the work and also 

through getting our customers to 

help us 

THE BURROUGHS 

formerly a rather slack period. Along 
the same line, we have found many 
city customers entirely willing to make [7 po 

» WO their deposits at times convenient for 
us. Some of our country banks list 

their Federal Reserve items on our 
forms which we supply them, and en- 

dorse them with a combination stamp 

which we supply. All of this saves us 
money, and does not cause our customers 

an iota of inconvenience. In fact, this 
permits transit items making earlier 

trains and in many instances reduces 
the float, increases the customer's 

protection, and improves service all 

around. 

Again, let’s look at our coupon 
department—mind you, I am _ not 
citing ourselves as models of operating 

perfection, but am using examples 
from our bank because it happens to 
be what I know about. Last year this 
department showed an increase o/{ 
25 per cent in number of items handled, 
showed a decrease of 10 per cent in 
number of employees, and spent only 
four dollars in supper money all year, 
proof that only four people worked | 
past seven o'clock. This comes be- 
cause of a schedule. The department 
is busy with counter work and winding 
up the previous month until the tenth. 
On the tenth the coupons cut from | 
collateral are presented. On_ the 
fifteenth come the safekeeping items. 
On the twentieth the trust department 
sends in its coupons. Customers, 
including correspondents, helpfully 
spread their items over the month, 
and many of them write up their 
coupons on our envelopes which we 
furnish them. 

NOTHER method open to all but 
‘small banks is in specialization. The | 

more nearly a clerk’s work can be held | 
in a single channel, the better work and 
the larger volume he will produce. 

Thus it is that we subdivide a good 
many operations which are custom- 
arily spread over a lot of people. 
Typically, instead of having book- 

keepers figure aver- 

age balances we keep 
them on bookkeep- 
ing and maintain 2 

separate depart- 
ment for analysis 

computation and 
other statistical fig- 

uring. The result 
is that our book- 

keepers handle 3 
very large volume 

of work, and _ the 

combined cost 0! 
the two activities |s 

less than if it were 
not separated. 

Moreover, the 
quality of work 1 
both departments }5 

improved. 
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CLEARING HOUSE 

The examples I have cited are taken 

from our own bank, which is a metro- 
Admittedly they 

would not exactly fit conditions in most 

other banks. But while the precise 
operating problems differ in different 

banks, the principles are the same. 
And I really believe, from a rather 
extensive acquaintance with the operat- 
ing problems of small banks, that the 

opportunities for operating economies 
are proportionately greater in most 
small banks than they are in most 
large banks. 
Why? The reasons 

The large city bank has 
so tremendous a clerical 
payroll that its officers’ 
attention is automatic- 
ally called to this expense 
even if nobody further 
down the line starts any- 
thing. Because its staff 
is so large, it is logical 
to put on this job one 
man or two or half a 
dozen, whose function is 

to better. the methods 
and convert these better- 
ments into cash profits. 
Moreover, the big bank 
is a shining target for 

anyone with a service or 
a machine to sell to de- 
crease expense. Conse- 
quently the operating 
man in the big bank has 
only himself to blame if 
he does not keep abreast. 

In a smaller bank the 
situation changes. The 

clerical expense is pro- 

portionately quite as 
important, usually even 

more important. But the 

number of dollars in- 
volved is smaller, conse- 

quently the subject does not flag the 

management’s attention so naturally. 
And the smaller number of officers 

and executives in a smaller bank is 

kept so busy with everyday demands 
that it is more difficult to get around 

to studying and improving the clerical 
routines. 

are simple. 

A METHOD that is being successfully 
used by several banks which are alert 

to the profit-making opportunities in 
operating economies is to delegate this 
Job to one of the younger men, a senior 
clerk or a junior officer. Such a man, 
given a little leeway and some money 

lor travel expense, can get results which 
might never be obtained if the task 
Were left to busy senior officers. Banks 

lrequently have visits from such men 
nowadays. One, from a bank in the 
Southwest, spent about a week with 
us and several weeks with other banks 
in the Middle West and the East. 

hen he got home, he immediately 

improved the operations of his institu- 

we 

tion to an extent that repaid a dozen 

times over the cost of his time and his 
traveling. 

This method of delegating the respon- 

sibility to one of the younger officers 
and of permitting him to study, at 
first hand, the operating plans insti- 
tuted by other banks, it seems to me, 
is an especially effective one for smaller 
banks. In these banks, the operating 

When a peak is 

leveled off by shovel- 

ing it down into a 

valley, it is usually 

possible to get along 

with less payroll 

expense than before 

problems are already, in many cases, 

centered in one of the younger officers. 

The plan of giving such an officer the 
responsibility for establishing econo- 

mies and of providing him with the 

facilities for studying the methods of 

city banks supplies both an incentive 

and a desirable approach to the 
problem. 

Incidentally, this plan gives the 
officer selected an opportunity to 
establish valuable contacts with the 
city correspondent. These contacts 

may well lead to savings in other ways, 

such as in the methods of handling 

collections or transit items, or through 

discussions on insurance and other 
matters. 

An objection that frequently arises 

nowadays to improving methods and 

thus reducing expense is that it 

inevitably results in discharging em- 
ployees. If there is no employee turn- 
over now, this may be true. In several 
banks with which I am familiar the 

normal loss of employees due_ to 

Five 

unavoidable causes -— illness, death 

removal of family to other cities, 

marriage, old-age retirement, and the 

like —has permitted a steady shrinking 

of the payroll without firing anybody. 
The better methods have been held 
ready for installation at the first 
opportunity, and the opportunity has 
arrived with a normal payroll separa- 

tion. Nobody has been hurt. 

No banker, nor for 
that matter any other 
humane employer, enjoys 

letting people off the 
payroll in times like 
the present. 

This fact is one impor- 
tant cause of inefficient 
operation and over-staff- 

ing today. At the same 
time, we must bow our 

heads to the inevitable. 
There is no sense in try- 
ing to operate any busi- 

ness contrary to the eco- 
nomic laws—it simply 
does not work, as we 
have all seen repeatedly 
in the errors of cus- 
tomers. Whatever is 
most economical must 

eventually prevail, and 
if anyone tries to postpone its arrival 
too long, he is likely to suffer severe 
punishment. 

PERATING a bank economically is 
an absolute essential under today’s 

conditions, and the bank which goes 
against this principle is bound to be 
heavily penalized. Several instances 
have come to my attention of banks 
which today are closed which would 
be open and solvent if they had 

been less wasteful and inefficient in 
their operating. And as between the 

human suffering that results from 
discharging a few clerks —particularly 

if they are selected with an eye to 

releasing those who have other re- 

sources —and the misery that is caused 
by a bank closed by impairments 
of capital which better earnings would 
have prevented, there is after all no 
question. 

So, in our zeal for new sources of 
earnings, let us not overlook the net 

profits which lie in efficient operating. 

Let us impose a scale of charges which 

makes every service pay its way. 

But at the same time, let us come at 

our operating problems with eyes wide 

open to the economies (net profits!) 

attainable through better ways of 

performing our operating tasks. Then 

let us adopt better methods where- 
ever they are possible. 

The sooner any bank starts this 

program, the sooner its net earnings 

will move upward toward the figure 

which is a fair return on the capital 

and on the effort that is involved in 
its operation. 
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eeting the Problem o 

‘Other Real Estate’ 

cBy Arthur J. Linn 

Comptroller, Federal-American National Bank and Trust Company, Washington, D. C. 

HE management of the asset 
known as “other real estate 
owned” is tending to become the 

most serious problem confronting a 
great majority of bankers. Whether 
by way of unintelligent loaning 
policies or the obscure working of 

economics — the reason depending upon 
the point of view —numbers of banks 
have acquired real estate in the process 
of realizing on the security for loans. 
Other banks have made real estate 
loans or are holding real estate securi- 
ties to such an extent that their 
officers realize that they must take a 

more active interest in the manage- 
ment of the properties involved. 

All of these situations, regardless of 
whether the equity ownership is in the 
form of a mortgage bond or stock 
security or in fee, may be grouped 

under the common head of “distress 
real estate.”’ It is with this problem 

that this discussion deals. 
Some philosopher has said that co- 

operation represents the highest plane 

of human endeavor. As regards the 

management of distress real estate, 
certainly co-operation represents the 
highest plane of common sense. Now 

it is safe to say that if an analysis were 

made of the situation in any city, 
county or trade area where real estate 

is a serious factor in banking it would 
be found that the most destructive 
competition exists between the banks 
themselves —competition in rents, sales 

and development. 
Not only would the investigator 

uncover this useless competition, but 
he would find waste in the amount of 

management commissions paid by the 
banks to outsiders. He would find 
lost motion and a useless expenditure 
of time, a duplication of functions by 

N this article Mr. Linn pro- 

poses a new and unusual 

plan whereby city banks can 

set up a co-operative organiza- 

tion for disposing of distress 

real estate. 

the principals (the banks) and their 

real estate agents. 
He would find still another sort of 

competition —that conscious or uncon- 
scious choice that is made by the real 
estate agent himself when he has a 

prospect of renting or selling one of a 
number of practically identical proper- 

ties that he represents. 
It would develop that the periodical 

reports of income and expenses on 

large properties made by the agents 
are ordinarily not in a form suitable 
to the uses of the banks and that the 
bookkeeping on the operations 0! 
the properties was being duplicated in 

the banks. 
Undoubtedly it would be apparent 

to our investigator that, in the manage- 
ment of real estate, the banker is play- 
ing out of his role, and that the busi- 
ness of banking is suffering to the 

extent that executive time is given to 

real estate matters. 
Let us grant then at this point thal 

the common sense way to overcome 
these drawbacks is by co-operation be- 
tween the banks within any logical area. 

The vehicle of such a co-operative 

enterprise would be a_ corporatioi 
owned and controlled by the partic: 

pating institutions. The principal pur 
poses of this organization would be lt 

1. Realize on its assets. 
2. Centralize previously scattered 

activities. 
3. Relieve the banks of all detail 

of supervision. 
4. Provide a management super! 
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in quality to that which had previously 
been employed. 

HE first matter to be considered, 
after the approval of the principle of 

the plan by the interested banks, would 

be the capital structure of the proposed 

sound basis for their capitalization. 
As stated before, the basis of capital- 

ization must be acceptable to state 
authorities, or to the Comptroller of 
the Currency, in the case of national 
banks. It appears, however, that in 
respect to the valuation of bank assets 

Seven 

might cover properties that are easily 

carrying themselves and returning a 
net profit. In connection with these 
thoughts on initial capitalization, 
instances will be found where banks 
have large holdings of unencumbered 
property that could be mortgaged 

The question of the type of securities 
to be issued to the banks, by the 
corporation, in exchange for real estate 
assets is a legal one and would be 
governed by state and national statutes 
and regulations. Several classes of 
securities are required, a point which 

will be enlarged upon later. The 

important phase of the capital set-up 
is, of course, the values at which the 

assets of the banks would be trans- 

lerred to the management corporation. 

It seems essential that these values 

should be determined in a uniform fa 
aa manner, preferably by a national 

appraisal company. The appraisal 
riodical}, Should include an analysis of the 
ses on} ¢conomic factors governing the present 
agents} Market and potential values, giving 

suitable} Consideration to: 

hat the 
ions off Relative advantages of location, 

-ated in} Past, present and prospective occupancy, 
Normal operating costs and fixed charges, 
Actual and prospective revenues and arenl ‘ 

ppare earnings, 
nanage| Reconstruction costs if desirable to remodel 
is play- buildings for other uses, 
he busl-f Costs of reproduction according with local 
to the conditions as to land values and market 

given to _ prices for materials and labor, 
= Condition of the properties in regard to 

; adequacy, deterioration, obsolescence 
int thal and other factors bearing upon their 
vercome utility, 

ation be-} !nsurable values of buildings as a basis for 
adequate insurance protection and prov- 

_able evidence in case of loss by fire, 
alues for prompt realization, 

ical area. 
yperative \ 

poratio" ) Values to owners based upon present 
. particl operating expectations, 
ipal pur Possibilities for future development. 
ald be to _ 

"he analysis and report of the 
scattered} appraiser should set forth the relative 

desirability of the respective proper- 
lies, permit the exercise of a selective 
ut not restrictive judgment as to 

| their operation and sale, and furnish a 

Il details 

_ superio! 

shares or debentures in the proposed 
company than on the numerous proper- 
ties and equities now carried on the 
books of the banks. While corporate 
stocks are not legal investments for 
national banks, it would appear that 
this objection could be overcome by 

the issuance of debentures. Regard- 

less of the types of securities taken 

by the banks, it would seem that 

neither the office of the Comptroller 

of the Currency nor any state banking 

department would take exception to 

the securities taken under this plan, 

or any modification of it, provided the 
idea was honestly conceived and 
honestly conducted to the end of 

making the participating banks’ posi- 
tion more liquid, econo- 
mizing in manage- 
ment and finally realiz- 

ing to advantage on 

what might be termed 
slow or doubtful assets. 

HE securities issued 
would be of several 

classes, one class cover- 
ing the value of any 

unimproved ground 

contributed by the 

banks. This class of 

security would prob- 

ably be subject to 

assessments for carry- 

ing charges on the assets 

purchased therewith. 
The second class of 

securities would be 

issued for the net equity 
in improved property 

heavily encumbered by 

prior liens, where there 
may also be the possi- 
bility of an operating 
deficit. The third class 

corporation. (Although the corporate by bank examiners, it would be less except for the reason that most banks 
form of organization hesitate to go on rec- 
is used throughout —_—— — ord as having placed 
this discussion, the | | a mortgage on their 
formation of a trust | PROPOSED OS eee, OF CAPITAL | holdings. In _ these 
would undoubtedly = : ) cases the new cor- 

answer all require- ___|_ Real estate, real estate | fw ws | poration would have 
ments.) ~~ andor real estate secur “Waive % issued of ‘participating no hesitancy in mak- 
The certificates | ing the mortgage, 

of participation, “An $3,000,000 $2,600,000 | 43.33 | 4,333 | $3,000,000 || Which it should do, 
whether represented || the proceeds being 
by shares of stock or _ 2,300,000 1,900,000 31.67 | 3,167 | 2,300,000 paid into the partici- 
debentures, would | ao “ ‘ ims “&z ~ pating bank and the 
be issued to the - | a nee ae, a Rene corporation’s stock or 

banks on the general a | debentures issued 

basis of the ap- | $7,000,000 | $6,000,000 | 100.00 | 10,000 | $7,000,000 only for the net 
praised value of the | | | | equity. To this extent 
real estate assets —_ seamen nee ne a participating bank 
deeded by the parti- immediately becomes 

cipating banks to the corporation. difficult to substantiate values for more liquid. In the capital set-up, 
provision should be made for capital 
losses and gains to follow the properties 

and revert to the identical securities 
issued for those properties. It would 

seem best to pool the ordinary operat- 
ing losses and gains as it is probable 

that the advantages and savings due 

to centralized management would more 

than offset the benefit that might 
accrue to any single participant should 
these operating profits or losses follow 

the identical properties. In most cases 

the corporation should be in a position 

to pledge all of its assets to meet the 
financial requirements on properties 
that should be improved or developed. 

The participating banks have no 

profit or loss in the transaction at the 
(Continued on page 18) 
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be one of the most troublesome 
issues before the new adminis- 

tration and Congress. 
Introduction during the Seventy- 

second Congress of more than fifty 
bills seeking an increase in commodity 
prices by one method or another of 
currency manipulation testifies to the 
pressure for action on the subject. 
Unless economic conditions improve 
rapidly it will be difficult to head off 
legislation for some form of expansion 
of the currency in the new Seventy- 
third Congress, which commences its 
life on March 4. 

The movement has been held in 
check by the outgoing administration. 
President Hoover, Secretary of the 
Treasury Ogden L. Mills and Gover- 
nor Eugene Meyer of the Federal 
Reserve Board have been in agreement 

err inflation promises to 

Inflationary Measures Brewing 

To Pave Way for Action at Next Session of Congress 

There is growing diseussion in Congress for some form of 
wurreney inflation, While there is almost no chance of action at 
the — session, the way is being paved for possible action b; 
ithe incoming Congress. 

The Senate rejected a silver rider to 
the Glass banking bill but the vote did 
not reflect the full strength of infla- 
tionist sentiment. 

What may happen in the new Con- 
gress is contingent partly upon the 
attitude of President Roosevelt and his 
Secretary of the Treasury. During the 
campaign Mr. Roosevelt while declar- 
ing for the maintenance of sound cur- 

rency as provided in the Democratic 
platform avoided a commitment as to 
the soundness of the various inflation- 
ary schemes. Many of his active 
supporters have figured conspicuously 
in the agitation for currency inflation 
and some Republican members of 

Congress have showed their sympathy 
for action of this character. 

THE strength of the movement may 

be realized from the fact that all 
three leading farm organizations, the 
American Farm Bureau Federation, the 
National Grange and the National 
Farmers’ Union, declared in their 

annual conventions for inflation of the 

e * 

Currency inflation is the subject of daily 
articles in the public and financial press 

Go 
i WOULD REDD. Ide 

rate a 
peiusions, ond. o 
ondeney in summeien 

and the Un ‘ \ re is ¢ Senator kind . 
ia blocked 9 of infla 

RANK SISSON, the present sj 
bearer of the American 

only egricultn pearls of thought. Here's his lai of ey 
it's a 2 baie 

“Inflation is not the pathway 
recovery in the United States. 

— 

that the desire for an increase in cur- 
rency is based on a fundamental mis- 
conception of present difficulties, that 

there has been no shortage of currency, 
that a revival of confidence and an 

increase in the velocity of turnover of 
present currency and credit is what is 
needed and that a tinkering with the 
currency system involves grave perils. 
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hich may be put into condensed 

wag is a serious internal dislocation 
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Inflation or Default? 
two} a Lesser Evil in Money-Commodity-Price Problem—Cheaper in the Lo 

By THOMAS F. WOODLOCK 

shich should be chosen. 
e 3 Amendments Z 4 Senator Wheeler Believes Silver Stabilization Necessary cs wo 
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HE growing advocacy of inflationary pro-p* 
posals has reached a point where the subject#° 

no longer remains as one of many theoretical pan- 
aceas that have been with us in one form or 

he thought it wd another since depression set in. Inflation no 
peer — longer can be dismissed by business men in this 
United States on country as a possibility nourished in the minds 
the Far East, of a minority so small that their views may be' 

regarded as wholly academic, without the test 
danger of being incorporated in legislation. The] | 
question is now, as it has been at various times in} 
the past, a real political issue with a vital bearing! 

—____jon the economic future of the country. 
Inflation as. currently discussed implies some! 

readjustment in the relationship now existing 
bet G t and the financial struc 
ture of the country, rather than a degenera 
tion of our currency through unavoidable causes. 

- Bi ave the 
entire outetad 

yEeyve™ 

currency or regulation of 

content of the dollar. 

The theory of those who advocate 
currency inflation is that a_ basic 

difficulty in the present depression is a 
shortage of the circulating medium. 
By providing more money it is con- 
tended that the 
purchasing 
power of the 
people will be 
increased, busi- 

ness and indus- 
try will be stimu- 
lated, prices of 
commodities will 

be advanced and 
prosperity will 
return. 
The bills before 

Congress fall 
into several dif- 

ferent groups. 
There are fiat 
money measures 

providing for the 
issuance of new 

currency without provision for ad- 
ditional gold or other backing, measures 
for the issuance of currency secured 
by government bonds, measures for 
the issuance of currency secured by 
farm mortgages or bonds based on 
public works of states and municipali- 

ties, measures for the issuance of cur- 
rency based on silver, measures for a 
revaluation of the gold dollar, measures 
for an expansion of credit and cur- 
rency through the Federal Reserve 
System and measures proposing entirely 

new monetary plans. 

AN outstanding example of the bills 
for fiat money is the Patman bill for 

immediate payment of the soldiers’ 
bonus. This measure developed sul- 
ficient strength last spring to be passed 
by the House and to come close to 
approval in the Senate. Under its 
terms the remainder of the bonus 
amounting to about $2,300,000,000 

would be paid in Treasury notes issued 

for the purpose. 
While proponents of the bill deny 

that the Treasury notes would be fiat 

money as characterized by President 
Hoover during the campaign no provl- 

sion is made for additional gold 

reserves. 
Another bill on the same order is the 

Rankin bill which was introduced for 
the first time in December and has 

been advocated in nation-wide radio 

speeches by former Senator Robert L. 
Owen of Oklahoma, who as chairmai 
of the Senate banking and currency 

the gold 
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NTRODUCTION during the 

Seventy-second Congress of 

more than fifty bills seeking an 

increase in commodity prices by 

one method or another of cur- 

rency manipulation testifies to 

the pressure for action on the 

subject. Unless economic condi- 

tions improve rapidly it will be 

difficult to head off legislation for 

some form of expansion of the 

currency in the new Seventy- 

third Congress, which com- 

mences its life on March 4. 

committee was one of the authors of 
the Federal Reserve Act. This bill 
provides for the issuance by the 
Treasury of what are designated as 
Liberty notes for the payment of cur- 
rent expenditures. Still another bill 
of a similar type is the Keller bill for 
the issuance of a billion dollars of 
Liberty notes to finance a public works 
construction program. 

The Patman, Rankin and Keller bills 
all seek to guard against excessive 
inflation by schemes for automatic 
contraction of the note issues. Under 
the Patman bill bonds equal in amount 
to the currency issued would be avail- 
able for sale to the public to obtain 
funds with which to retire such part 
of the Treasury notes as was con- 
sidered desirable by the Federal Re- 
serve Board. The Rankin bill provides 
for the payment of current obligations 
of the Treasury in Liberty notes until 
the wholesale price index of the Depart- 
ment of Labor reaches 100, which was 
the 1926 level. If the price index goes 
to 103 the new currency would be 
retired until the index goes down to 

ninety-seven. This process would be 

repeated. A similar provision is in the 
Keller bill. 

THE Busby bill, which has received 
the support of a group of House 

members composing an open forum, is 

patterned after the Patman and 

Rankin bills but is designed to meet 

the objection that they provide for 
flat money. It provides for $3,000,- 
000,000 of new currency for payment 

of current bills of the Treasury. 
Instead of having the Treasury, which 
has only a limited supply of gold, issue 
the currency it would be furnished to 
the Treasury by the Federal Reserve 
banks in return for Treasury ten year 

1 per cent bonds. The Federal 
Reserve banks, whose gold reserves 
above minimum legal requirements 
have amounted recently to about 
$1,400,000,000, would be instructed to 
place back of the currency a reserve 
of 20 per cent in gold in addition to 
the Treasury bonds. The currency 
would be designated as Federal Re- 
serve notes although it would not be 
secured as in the case of the regular 
Federal Reserve notes by a minimum 
of 40 per cent of gold and the remain- 
ing 60 per cent by gold, eligible paper 
or under the Glass-Steagall act by 
bonds. 

The Glass-Steagall act, which was 
approved a year ago to fortify gold 
supplies at a time when foreign nations 
were demanding their balances in this 
country, represented the extent to 
which the Hoover administration was 
willing to go in providing for bond 

secured currency. It did not alter the 
40 per cent minimum gold reserve 
requirement nor did it increase the 
amount of currency which might other- 
wise have been issued through the 

Federal Reserve System, assuming 
sufficient eligible paper was available. 
On the recommendation of the admin- 

istration the Glass-Steagall act has 
just been extended, for another year. 

Congress last year experimented 
with a mild form of controlled expan- 
sion of the currency in the so-called 
Borah-Glass amendment to the home 
loan act under which it was made 
possible to increase the amount of 
national bank notes by nearly a billion 
dollars. The bill made all outstanding 
government bonds bearing an interest 
rate of 3%¢ per cent or less eligible for 

Secretary of the Treasury Mills as he 
attacked monetary inflation at the House 
Banking and Currency Committee’s hear- 
ing on the Goldsborough bill. Seated at 
his right is Rep. M. K. Reilly of Wisconsin 

Nine 

use for a three-year period as collateral 
for national bank notes, only the 2 per 
cent bonds having heretofore had the 
circulation privilege. The administra- 
tion opposed the Borah-Glass scheme, 
contending that it would be a back- 
ward step to provide for an increase of 
bond secured currency, that the new 
national bank notes would merely 
replace Federal Reserve notes and that 
the Federal Reserve System’s control 
over the credit situation would be 
weakened by that much. Under the 
operation of the Borah-Glass amend- 
ment new national bank notes to the 
amount of only a little more than 
$150,000,000 have been issued and the 
amount of Federal Reserve notes out- 
standing has been contracted to an 
equivalent extent. 

There have been other bills for a 
bond secured currency such as the 
Keller bill to give all bonds of the 
United States the circulation privilege 
and the Keller-Walsh (Mass.) bill to 
create an emergency circulation fund to 
furnish currency to banks, corporations 
or citizens depositing government 
bonds. 

VARIOUS different plans have been 
offered in bills for currency secured 

otherwise than by gold or silver or by 
government bonds. These include the 
Frazier-Sinclair bill for governmental 
refinancing of farm mortgages at face 

value by issuance of Federal Reserve 
notes secured by first mortgages, the 
Lankford (Ga.) bill for the issuance of 
circulating Treasury notes secured by 
first liens on farm property to the 
amount of 80 per cent of the value of 
such property, the Sinclair bill setting 
up a bureau in the Treasury Depart- 
ment to lend new currency to individ- 
uals and corporations on the security 
of notes and bills of exchange arising 
out of agricultural, industrial and com- 
mercial transactions and state, county 
and municipal bonds, the Campbell 

© International News Photo 
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(Pa.) bill for the issuance of full legal 
tender Treasury notes at the request 
of states, counties, municipalities or 
townships which present as security 
bonds based on local public improve- 
ments, and the Kelly (Pa.) bill for the 
issuance of five billions of emergency 
credit bonds exchangeable for Federal 

Reserve notes for deposit with banks 
for use in making loans to stimulate 

industry. 
The silver advocates have been 

among the most active. A bimetallism 
16 to 1 amendment to the Glass 
banking bill was tabled in the Senate 
on January 24 by a vote of 56 to 18. 
The silver group, despite the contrary 
contention of officials of the Hoover 
administration and of many monetary 
experts, believes that there is a world 
shortage and maldistribution of gold 
and that the monetary base should be 
broadened by the use of silver. The 
Wheeler-Evans and Shallenberger bills 
provide for the free coinage of silver 

at a fixed ratio of 16 to 1. The Wheeler 

bill was the basis of the amendment 

rejected in the Senate. The Pittman 

and Arentz bills provide for the pur- 

chase by the Treasury of up to 5,000,- 

000 ounces of silver monthly, silver 

certificates being used in payment and 

the bullion being coined into silver 
dollars for the redemption of the 

certificates. The Somers, Steagall, 

Cross, McSwain, Glover and Borah 

bills provide for the purchase of silver 

and the issuance of silver certificates 

by various different methods. The 

Somers-Hayden resolution provides for 

the acceptance of silver in payment of 

foreign debts and the use of such silver 

in the currency system. There are 

proposals centering around agreements 

with other nations for increasing the 

use of silver as a monetary base. 

HE movement for the revaluation 
of the gold dollar has been given 

impetus by approval of the American 
Farm Bureau Federation of a proposal 
for a 50 per cent increase in the official 
price of gold and a corresponding 
reduction in the number of grains of 
gold in the standard dollar. The pur- 
pose would be to increase commodity 
prices in terms of gold to the level at 
which debts were contracted and to 
provide for a future adjustment of the 
official price of gold so as to maintain 
the purchasing power of the gold dollar 
at the 1921-29 level. That domestic 
prices would necessarily rise as con- 
templated is questioned by critics of 

the plan. 
The American Farm Bureau Federa- 

tion favors revaluation of the gold 
dollar in addition to the Goldsborough 
price stabilization bill which was 
passed by the House a year ago. 
Enthusiasm for the Goldsborough bill, 
which seeks an expansion of credit and 

currency through the Federal Reserve 

System, has waned since the purchase 
of a billion dollars’ worth of government 
securities in the open market operations 
of the Federal Reserve banks last year 
failed to influence commodity prices 
appreciably. Under the Goldsborough 
bill the Federal Reserve banks would 
use their powers, which include open 

The Glass Banking 

Bill— 

In next month’s issue 

Arthur Crawford will 

review the Glass Bank- 

ing Bill. He has been 

watching closely the 

progress of this im- 

portant bill through 

Congress. His article 

will present the latest 

developments. 

The Amendments 

to the National 

Bankruptcy Act— 

With the possible ex- 

ception of the banking 

bill, there is no legisla- 

tion likely to have a 

more direct effect on 

banking than the pro- 

posed amendments to 

the National Bank- 

ruptcy Act. If these 

are enacted, a digest 

from the banker’s 

viewpoint, will be pub- 

lished. 

In the April Issue 

market operations and control of 
rediscount rates, to regulate the general 
commodity price level. 

The new monetary plans pending in 
Congress include an elaborate proposal 
in the McFadden bill for abolishing the 
gold standard and the Federal Reserve 
System and the setting up of a new 

system based on “human effort,” the 
standard of value being the wages of 
unskilled common labor. The volume 
of currency would be controlled as part 
of a device for stabilizing commodity 

prices. 
The advocates of most of the cur- 

rency schemes object to the use of the 
word inflation, contending that what 
they are seeking is expansion of cur- 
rency or reflation, a term coined during 
this depression to indicate a checking 
of the forces of deflation and a return 
to normal. The word inflation has 

THE BURROUGHS 

been associated with an _ excessive 
expansion. 

The plans for inflation or expansion 
of the currency are based upon the 
quantity theory of money. Under this 
theory, which is accepted by many 
economists only with numerous quali- 
fications, the price level is equal to the 
amount of money times its velocity of 
turnover, divided by the number of 
business transactions. 

HOSE who contend that an increase 

in currency will not necessarily ad- 
vance prices point out that more than 
90 per cent of the business in the 
United States is transacted by check 
or in what is known as deposit cur- 
rency and that an increase of 50 per 
cent in the volume of currency repre- 
sents only about 5 per cent of the total 
money and deposit currency. 

Furthermore the velocity or the 
number of times money changes hands 
is held to be a more important factor 

in the price level than the volume of 

currency. Currency and bank deposits 

together figure in the transaction of 

more than a trillion dollars’ worth of 

business in normal times or less than 

half that amount under present condi- 

tions. Recently money and_ bank 
deposits have been turning over less 

than half as rapidly as in 1928 and 

1929. An increase in the velocity 
factor, it is contended, would do much 

more toward a revival of business and 

an advance in prices than an expansion 
of currency. A return of confidence is} 

held to be what is needed to speed up 

the velocity. 

In taking the position that there has 

been no shortage in currency, officials 

of the Hoover administration have 

argued that under the Federal Reserve 

Act of 1913 a flexible credit and cur- 
rency system has been provided which 

has permitted an expansion and con- 
traction to meet the demands of busi- 

ness. 
The Federal Reserve notes, which 

on December 31, accounted for $2,715, 
681,391 of the $5,675,183,214 of cur 
rency in circulation, inject an elasticity 
into the monetary system which did 
not exist in the nineties when Bryai 
made his campaign for currency expal- 
sion through free coinage of silver. 
The Federal Reserve notes are retired 

as they return to the Federal Reserve 
banks and are reissued when there is 4 

demand for currency. 
If new currency of a different kind 

were issued by the Treasury, according 

to those opposing inflation of the cur 
rency, it would merely displace a 
equal amount of Federal Reserve notes. 

It would of course benefit the firs! 
persons receiving it as in the case 0! 

the Patman bonus bill but would no! 
mean a permanent expansion of cur 

rency. 
That it is difficult to force the use @ 
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The Tale of a 

Deep Sea 

cBy Ian Galt 

Bank of Nova Scotia, Toronto, Oi.t. 

" ILLIAM ‘Thomas Osborne, 
\ \ formerly a deep-sea diver, was 

sentenced to eighteen months 

definite and twelve months indeter- 
minate on each of six charges of false 
pretenses and forgery, the terms to 
run concurrently.” .... In these words 
the evening papers carried the story 
of how a deep-sea diver “‘went down” 
for the latest and longest descent of his 
career. How he fares while he is 
“down”? and what new and fantastic 
tales he will tell when he returns to 
fresh air and freedom will be another 
story. This narrative, by reason of its 
novelty, is almost as refreshing as the 
open air after the confinement 

of a diving expedition, though it 
was not without its depressing 

effects upon those who played 

parts in its development. 

With monotonous regularity 
we read of swindles and forgeries 

carried out by methods so old 

that we could recite them back- 
wards; .... an account opened 
with cash, to which, later, is 

added a large forged check; .... 

a check raised after it has been 

initialed by a bank officer; .... 

forged certification; and usually 

the criminal is gone before sus- 

picion is aroused. The stories of 
new enterprises and what not by 

which the banker’s native cau- 
tion is momentarily overcome are 

so stereotyped that our deep-sea 
diver’s tale seems to merit repeti- 

tion if only because it is novel 

and ingenious. 

ILLIAM Osborne greeted 
the accountant one Friday 

morning with a cheery smile and 

a check for $684.50 drawn on a 
distant bank, ostensibly for the 
final payment under a contract. 

No money was desired, not even a 

pass book, until the check should 
be collected. Of course the check 
Was good; numerous checks had 
been received from the same 
Contractor from time to time and 
all had been paid. But banking 

ls banking, and there would be 

Diver 

no i.:%nvenience in waiting be- 
cause tomorrow would be Saturday, 
and pay day. 

Anxious to learn more of a potential 
client who drew $684.50 as his final 
payment on a single contract and who, 
in these hard times, was in no hurry 
for his money, the officer engaged him 
in conversation. His trade? Diving. 
A most interesting calling, taking one 
to all parts of the world for a great 

variety of purposes. On one occa- 
sion it was exploration and research 
off the Bahama Islands where undersea 
currents would lay a diver, weighted 
to half a ton, flat upon his back. 

Eleven 
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His Story Inspired 

Confidence But His 

Check Came Back 

Sd 

“Dr. William Beebe carries on his 
scientific studies there?” 

“Yes, a wonderful man, Dr. Beebe, 
but of course his steel chamber was of 
no use except for observational and 
photographic work.”’ 

Osborne had salvaged submarines 
for the British Admiralty during the 
war. He had been in charge of the 
recovery of hundreds of bodies from a 
sunken liner .... gruesome work! He 

had brought up the mangled remains 
of workmen who had been blown to 
pieces by the explosion of a construc- 
tion boat on the St. Lawrence. He had 

rescued a fellow-diver who had become 
trapped under water while working on 

the construction of a power dam. His 
work, at present, was in connection 
with a municipal contract requiring 

under-water work and it would 
last for a year. 

One of the pleasant features of 
banking is the opportunities it 

offers for just such interesting 

conversations with a great di- 

versity of clients. Mr. Osborne 

was assured that his check 

should have prompt, personal 

attention and he promised to 

telephone in a few days to learn 

when he could use some of his 

funds. Within fifteen minutes 

a letter was on its way to the 
Atlantic coast and the lunch- 

hour was devoted to a discussion 

of the trade men ply in the 
depths of the sea. 

ON Monday morning came a 

telephone call to ascertain 
whether the remittance had 

arrived. It had not. On Tues- 

day came the diver in person to 

inquire. The accountant was 

sorry, but the letter must surely 

be on its way. On Wednesday 

the delay became unaccountable 
and on Thursday Mr. Osborne 

thought a wire should be dis- 
patched at his expense to inquire 
into the fate of his check. He 
telephoned on Friday to be in- 
formed that the drawee bank 
had reported ‘No Account.” 
This was most perplexing but he 
would call again. Hecalled.... 

in person. The mystery was 

solved. Reference to previous 

(Continued on page 28) 



Builds Good Will — 

cBy Oliver J. Neibel 

rust Service That 

THE BURROUGHS 

Assistant Trust Officer, Commerce Trust Company, Kansas City, Missouri 

HE foundation of every success- 
ful business is the good will of its 
customers. ‘Trust business is no 

exception to that rule. The trust 
department of your institution and 
mine must get and keep the good will 

of its customers. 
In some respects, however, the rela- 

tionship between a trust department 
and its customers is peculiar. The 
customers of most businesses become 
customers by choice and remain only 
so long as they are pleased with the 
service rendered to them. On the 
contrary, the greater percentage of 
the customers of trust departments are 
its customers by no choice of their own, 

but because their benefactor saw fit 
to name the bank as trustee in his will 
or trust agreement. In most cases they 
must remain as customers of the trust 
department whether they are pleased 
with the service rendered or not. It 
is true in many cases, unless the service 
rendered reaches the stage of mis- 
management, that beneficiaries cannot 
withdraw their trust from the institu- 
tion named. But this does not place 

the trust company outside the rules 
of good business. There can be no 
doubt that dissatisfied beneficiaries 
can ruin a trust department and that 
the praise of satisfied beneficiaries can 
bring more trust business to it than all 
its newspaper advertising, direct mail 
and personal solicitation combined. 

HILE trust companies and banks 

doing a trust business have on 
the whole done a remarkable job in the 
management of trusts left in their 
care, I wonder if all trust officers have 
made the proper effort to get and keep 
the good will of their beneficiaries? 
Have the officers of your trust depart- 
ment ever anlayzed the department 
to determine whether or not it was 
meeting the approval of beneficiaries 
of the trusts managed by it? Did they 
ever make a studied effort to look at 
their department from the beneficiaries’ 
standpoint? Can it be possible that 
some banks have been putting too 
much effort on obtaining new trust 
business and too little effort to taking 

OLIVER J. NEIBEL 
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HE greater percentage of 

customers of trust depart- 

ments are its customers by no 

choice of their own. But this 

does not place the trust com- 

pany outside the rules of good 

business. There can be no 

doubt that dissatisfied bene- 

ficiaries can ruin a trust de- 

partment and that the praise 

of satisfied beneficiaries can 

bring more trust business to 

it than all its mewspaper 

advertisements, direct mail 

efforts and personal solicita- 

tion combined. 
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care of estates already entrusted to 
their care? In order to get and keep 
the good will of the beneficiaries of 
trusts and wills already operative, 
certain fundamental services should 
be rendered at all costs. What are the 
fundamental, worthwhile, necessary 

services which should be extended in 
order to retain their good will? 

HERE are certain services that 
should be extended to this group be- 

fore they become beneficiaries. Through- 
out all new business efforts, including 
estate surveys, reviews of proposed 
wills, and trust agreements, yes, even 
in all advertisements and in conversa- 
tions with prospective customers re- 
garding the distribution of estates, } 
trust officers should always keep in 
mind those who are to be the bene- 
ficiaries when the agreement or will 
goes into effect. The most important 
things to consider are : 

1. Every instrument filed with 
the trust department should be clear 
and definite. Documents containing 
clauses subject to two interpretations 
or containing ambiguous or inconsist- 
ent provisions will cause the bene- 
ficiaries trouble or even litigation. 

Trust officers owe it to the bene- 
ficiaries and to the maker of the will or 
trust to see to it that every document 
in their files is clear and definite in 

meaning. 
2. In so far as possible, trust 

officers should see to it that every 
document filed with them contains a 
complete and workable disposition of 
all the property under all circun- 
stances, and that the bank is given 
sufficient power to manage and dis- 

tribute the property efficiently and 
expeditiously. Is a trust officer prop- 
erly serving the beneficiaries when he 
accepts a will, naming his bank as 
executor, which has a large number of 

specific bequests and no _residuary 
clause; or which names his bank as 

trustee of real estate and does not give 
it the power to lease beyond the term 

of the trust estate, or which does not 
give it the right to lease for oil, gas, 0! 
minerals, or to borrow money, or t0 

improve or develop real estate, or which 
instructs the trustee to operate 4 

mercantile business which the bank 
cannot operate efficiently or satis 

factorily? 
3. Trust officers should insist thal 

a document, in which their bank } 
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CLEARING HOUSE 

named, does not “‘tie up”’ the estate in 
such a manner that beneficiaries will 
not get all the benefits they are 
entitled to. Are banks properly serv- 
ing the testator of a will, their own 
interest or the interest of the bene- 
ficiaries, or of the public generally, 
when they agree to serve under a will 

that accumulates income indefinitely 
or gives grown, capable children a 
miserly income and withholds prin- 
cipal from distribution for two genera- 
tions after the testator’s death? 

4. Banks should insist that the 

trust clauses are so drawn that the 
trustee is given the discretion neces- 
sary to give the beneficiaries the 
maximum benefit from the trust prop- 
erty. Have trust officers any right to 
put their stamp of approval on a 
document that may mean that some 
minor beneficiary will not have suffi- 
cient funds properly to support, edu- 
cate, maintain, and care for himself 
before he is of age, but will hand over 
to him at a later date, when he is 
perfectly able to earn for himself, the 

money which he needed in his forma- 
tive period of life? Can a bank afford 
to act as trustee of a fund that does 
not permit the use of part of the 

principal for a son or daughter if it is 
needed for proper medical care, or for 
some other emergency that may arise? 

5. Trust institutions should urge 
the frequent review of wills and trust 

agreements in their files. Are banks 
properly serving the testator, the 
beneficiaries under the will or them- 
selves if they continue to hold a will in 
their files year after year without 
urging a review when they know the 

passage of time and changing condi- 
tions may so affect it as actually to 
destroy the intent of the testator and 
possibly even disinherit his loved ones? 

6. Banks should insist that wills 
or trust agreements filed with them be 
drawn so as to minimize so far as 

possible costs and taxes. To illustrate: 
Trust officers owe a duty to the bene- 

ficiaries and to the testator’s wife as 

well as to the testator and their own 
institutions to point out that a will 

naming a wife or son as co-executor 

should contain a clause relieving them 

from giving bond. Shouldn’t it be 

pointed out to a testator who has his 
life insurance payable to his estate 

that he could save taxes and costs by 

changing his policy to name a bene- 

ficiary or a bank as trustee so as to 
create an insurance trust for distribu- 

tion in the event of death? 

FTER a will becomes operative we 
have two classes of beneficiaries to 

consider, (1) the legatees and devisees, 

and (2) the beneficiaries under the 
trust created in the will. While the 

Services to legatees and devisees 

parallel to a certain extent those to 
be rendered beneficiaries under a trust, 

I will treat them separately. Some of 
the most important services, which, if 
rendered to legatees and devisees, will 
bring their co-operation and good will, 
follow: 

1. They should first be thoroughly 
informed of their rights under the 
will. This service can best be per- 
formed by inviting them to the Trust 
Department and reading the will to 
them —or if they are at a distance a 
copy should be sent to them with a 
full, simple explanation of their rights. 
In the conference that takes place 
when the will is read, the trust officer 
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should patiently explain the processes 
of administration which must be com- 
pleted before they can receive their 
inheritance. If there are any uncer- 
tainties which might affect their rights 
these should be pointed out to them. 
When they leave the office, they should 
know as nearly as possible what they 
can expect under the will, and as 
nearly as possible when they can 
expect it. They should realize that 
the laws of the state and the mass of 
work and detail of administration and 

not the trust company is responsible 
for the delay in the payment of their 
inheritance. This creates good will 
and obviates a great deal of criticism. 
It is difficult for many people to 
understand why they must wait to 
receive inheritances when the executor 
has ample funds. They sometimes 
charge the bank with deferring dis- 
tribution in order to retain the use of 
funds. 

2. In the process of administration 
the legatees and devisees should be 
promptly advised of anything affecting 
their interest in the estate. Bene- 
ficiaries should not be permitted to 
feel that everything is proper when it 
isn’t, and then suddenly be told that 
their inheritance has failed or been 
materially reduced. When they are 
forewarned the bank has a much better 
chance to keep their good will even 
though they may lose their inheritance. 

3. A corporate executor can build 
good will among legatees and devisees 
by administering an .estate as eco- 
nomically and expeditiously as pos- 
sible. The argument most frequently 
appearing in trust literature and most 

often given by trust representatives 
for naming a bank as executor of a 
will is that banks administer an estate 
more economically than individuals. 
This means banks must keep fees and 
expenses at a minimum. Property 
should be appraised under ordinary 
circumstances at a low figure to cut 

down fees and taxes, and all unneces- 

sary charges should be eliminated. 

Can a bank justify the payment of a 
large fee to a lawyer on its regular 

retainer or directly connecied with it 

under the claim made by trust litera- 

ture and trust representatives that 
banks administer estates more eco- 

nomically than individuals? Did you 
ever check through the records of your 

probate court to see whether these 

claims are founded on facts or not? 

If you have not, do so. It is the acid 

test of the truth of your advertise- 
ments. 

4. Good will can be built for a 

trust department among legatees and 

devisees by being considerate of their 

wishes and feelings. It seems to be 

the best practice not to take any 

important step in the administration 

of an estate without first discussing 
it and explaining the reasons for the 

(Continued on page 22) 
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SPROTECTION from 

Daylight Holdups ——~ 

By Fred B. Barton 

ls. 

What to do to make a bank safe? Bankers every- 

where are asking that question as insurance rates 

mount. By way of answering it, Fred Barton has 

prepared two articles. The first one, printed 

below, discusses daylight holdup. The second, 

which will be published next month, discusses 

nighttime robberies. 

yy 

N the quiet little town of Wrentham, 
Massachusetts, a car stopped in 
front of a savings bank. One man 

stepped inside the bank. 
“Hands up!” he said to the cashier 

and the couple of bookkeepers. 
The cashier—one of the gentlest 

men in the world—was unfortunately 

deaf. He didn’t understand. The 
bandit misread the hesitation; he 
thought a secret signal was being sent. 
He shot the cashier and ran. 

They caught the bandits, as it 
happened; this was ten years ago. 
Today the bandits organize things 
better. They use two cars instead of 
one, and halt pursuit with a few well- 
directed bullets. They select isolated 
banks. They employ not only high- 
speed cars but also motor-boats and 

airplanes. Better roads have made it 
possible for a crew of bandits to hold 
up two or three widely separated banks 
within a single day and be beyond the 

state border by night. 
Oh yes, the world of crookdom has 

made startling advances. But in one 
feature, at least, the problem today is 

the same as it was in this case at 
Wrentham. He who hesitates is lost. 

LEFT. Vaults today may be equipped with 
hidden, electric listening and signaling 
devices. CENTER. Listening posts and 
alarm points in banks focus in a central 
office where, day and night, guards are 
alert for warnings of trouble. RIGHT. 
Keeping funds in reserve chests, protected 
by time locks, sets up an effective delay 
that bandits do not relish This is one of 
the newest ideas in daytime protection 

A bank friend of mine made this 
clear. 

“Suppose three or four crooks come 
into this bank, one of them with a 
Thompson machine gun and another 
with a pair of revolvers,” he said. 
“The man with the machine gun 
doesn’t have to aim it. He holds it, 
waist high, and swings it to aim. He 

can shoot 800 shots a minute, which 
means that in a couple of seconds he 
can wipe out the whole bank force. 

“Do you think I'd expect any ol 
my tellers to resist a holdup, or to 
make a conscious move?” he demanded. 
“Not me! These gangsters are nervous 
and excitable, and they are just as 
willing to shoot as not. No sir, when 

anybody around here stages a holdup, 
we don’t want anybody trying to lock 
the barn door.” 

Other banking experts cite the same 
truth. There’s no time to do much 
when a holdup actually happens. And 
so, either one of two courses opens up. 
Either trust to God and the insurance 
company and hope for the best, or do 
everything possible before the emer- 
gency arises to minimize the loss. 

The first course is, naturally the 
simplest. But it has this drawback. 

An insurance company is not a Santa 
Claus. It can’t pay out more than it 
takes in. Insurance must adjust its 

rates year by year to the risk it 
assumes. And so, little by little, the 
premiums on insurance have been 

jacked up. 
Specific figures are seldom very 

cheering, but we may as well face the 
facts. In some sections of the country, 
I understand, holdup rates are nearly 
twenty times today what they were a 

C 
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few years ago. The average for the 
country as a whole is about six times 
what banks used to have to pay. Nor 
is this the end of the story. There are 
inklings that the insurance companies 
may withdraw -their protection, in 
some parts of the country, or at least 
enforce some rigid stipulations upon 
those they insure. 
The situation calls for some remedy, 

if only to end the worry and uncer- 
tainty. And it isn’t as if banks had 
all the money in the world to lose in 
holdups, either. That is why more 
thought is being devoted to the subject 
of bank protection today than for the 
entire ten years past. 

Protecting a bank against robbers 
drops naturally into two classifications: 
guarding against nighttime attacks, 
and against daylight holdups. 

JEDS assume, for the purposes of 
this article, that every bank has a 

burglar-proof safe and other adequate 

nighttime protection. It isn’t alto- 
gether a correct hypothesis, to be sure, 
for every now and then the crooks 
attack some bank at night and make a 
generous haul. There was that safe 
deposit company out West, you recall. 
But, comparatively speaking, night 
rebberies are on the wane because day- 
light holdups have, perhaps, been 
found easier to execute. 
What to do to make a bank safe? 
There are three things a banker can 

do to resist holdups. 
He can actually fight it out, which 

usually means suicide for the banker 
because the bandits always mean 
business. A gun fight in a bank also 
endangers the public, because the 
bandits don’t care who they shoot 

When they get started. No banker 
wants to shoot it out, unless he has 
deserted streets and a crew of wild 

west marksmen to insure him a victory. 
He can fortify his bank with passive 

resistance. There are ways now of 
building up delays for the bandit, 
making it difficult for the holdup men 

to get the money. Since delay pretty 
much defeats the bandits, this form of 
bank protection is on the increase. 

LEFT. The teller’s safety locker protects 
funds by keeping them under delayed time 
locks. 

holdup. 

A third way to defeat holdups would 

be to operate the bank without any 
Since it is the money which 

attracts the bandits, obviously. if you 
can run the bank without money you 

money. 

remove the incentive and 
thus reduce risk of holdups. 

Of course this third sug- 
gestion is impractical. A 

bank deals in money as a 
shoe store deals in shoes. 
It renders a public service 
in cashing somebody’s 
birthday check, or giving 

a storekeeper twenty ones 
and a roll of nickels. It 
must be prepared to accept 
deposits and meet with- 

drawals. Of course it must 
have money. 

Yes, says the 1933 
adviser on defeating hold- 

ups; but how much money 
does a teller actually need? 
Not as much as his father 

and grandfather needed, 
surely! Notas much as he 

did even two years ago, 
for smaller bills are in cir- 
culation today and daily 

clearances are lower. If a 
teller keeps several thou- 
sands on top of his counter, 
can’t this be whittled down 
to a thousand, or fifteen 
hundred. Try it! 

The teller’s reserve can 
be kept in the vault, and 

to make sure that no ban- 
dit can get it too easily, 
the vault today is pro- 
tected by a_ time-clock 
mechanism that delays the 

opening for, say, ten 
minutes. Thus even after 

Lockers may be operated independ- 
ently or by remote control, in which case 
they may be automatically closed during a 

CENTER. This illustrates the 
open, unprotected type of cash drawer. 
RIGHT. Tear gas systems, provided with 
one or more control buttons, 
effective in defeating the daylight bandits 

are also 

the combination is thrown correctly, 
the vault door can not be opened for 

this delayed period. Meanwhile much 
can happen to make the bandit change 
his mind. For one thing, if the scout 
who travels ahead of holdup gangs 
and sketches their plans knows that 
your bank offers resistance to a profit- 
able holdup, he will steer the crew 
to more profitable hunting grounds. 
Amateur gunmen too will be dis- 

couraged if they see your bank doesn’t 
make a holdup too simple and easy. 

There are two places in every bank 
where .money is kept; in the tellers’ 

The Nebraska Bankers Association Makes 

Five Suggestions for Defeating Holdups 

(Nebraska Bankers Association Journal, January 18, 1933) 

WE continue to hear rumblings from other States concerning the 
possibility that the insurance companies will withdraw from the 

robbery coverage business. Such an eventuality will be a serious 
thing to the bankers and we sincerely hope that Nebraska banks will 
do their part to avoid it by adopting the program suggested by this 
Association, and advise us about it. 

Our Committee’s recommendations are as follows: 

1 
That the total cash on hand be greatly reduced, to a point much 

below any previously considered possible, which the Committee 
believes can be successfully achieved by most any bank where the 
management really puts its mind to the problem. 

2 
That but a small portion of this reduced amount of cash on hand 

be carried on the counter. Again the Committee believes that the 
necessary counter cash can be kept at a surprisingly small point 
wherever the bankers become convinced that it should be kept at 
the absolute minimum. 

3 
That the time lock be kept in operation throughout the daytime 

protecting all cash in the bank other than the small amount on the 
counter. 

4 
That all unregistered securities, whether the property of the bank 

or its customers, be sent elsewhere for safekeeping; but if it is found 
necessary to keep some in the bank, that they be kept under time 
lock throughout the daytime along with the reserve cash. 

5 
That these practices of the bank be adequately advertised both 

to customers and prospective robbers by means of placards displayed 
around the bank lobby and on the safe. 
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cages, and in the vault. A small bank 
has one or two tellers and one vault; 
a large bank may have a score of tellers 
and several vaults. But the protection 
story is the same in each case. Reduce 
the amount of money openly exposed 
and surround the surplus sums with 
adequate physical protection, and you 
reduce the holdup hazard. If in addi- 
tion you can provide a harmless means 
of driving the bandit from the bank 
without danger of depositors or em- 

ployees being injured in gun battles, 
then the picture is even brighter. 

This is not the place to tell the world 
everything that is being done to block 

holdups, nor to list the various manu- 
factured devices that make a holdup 
more difficult. But the situation is 
sufficiently urgent so that a Cook’s 
Tour around the different forms of 
protection may be helpful to some 

banks. 

O begin with, banks today are 
making it possible for each teller to 

keep his cash stripped down con- 
stantly to bare requirements. There 
are various ways of doing this. Some 
banks use individual safes with a letter 
slot in the top, so that the teller can 
tuck. away any large deposit without 
leaving his cage. This strong-box may 

be guarded with two keys, so that it 
takes the teller and someone else to 
open it up. Periodic pick-ups can 

carry this cash to the vault. 
A similar idea is a cash drawer in 

which one compartment has a dis- 

appearing bottom, leading to a hidden 
safe. Thus the teller can instinctively 

put any large funds beyond reach of 

bandits without taking time or thought 

away from his regular work. 

There still is sufficient money that 

must be exposed in the tellers’ cages, 

of course, and this is what attracts 
some bandits who do not have the 

courage or the guns or the manpower 
sufficient to tackle the securities in the 

vault. How to keep the tellers’ money 

safe? Here again several devices are 

available. A favorite one, now coming 

into use, is an electric device which, at 
the touch of a button, quietly pulls 
each drawer shut and locks 
it. The control button 

may be operated from one 
of a dozen _ spots: the 
switchboard, the guard’s 

post, a _vice-president’s 
desk, or any hidden corner 

of the bank. 
Some banks are setting 

up a guard station where a 
man with a gun can super- 

vise the entire bank all day 

long from behind bullet- 

proof windows. His job is 
more to operate secret 

mechanism and sound silent 

alarms than to engage in 

gunfire. Where this idea 

is not practicable, signal buttons 
should be placed somewhere out of 
range, for obvious reasons. The same 
holds true of buttons which release 
tear gas. 

You'll notice two things about 1933 
holdup protection. 

First, banks realize they must 
straighten matters for themselves. 

A city or hamlet may have the finest 
police force in the world, but what good 
is that against a surprise attack which 
arrives and leaves like a bolt of 
lightning? Outside protection is neces- 
sary and invaluable, of course; but it 
can no longer be a bank’s sole strength. 
Unless the bank takes adequate pre- 
cautions and does some up-to-date 
things within the bank, the money is 
gone, the damage done, and the bandits 
on their way before outside aid can 
reach the scene of action. 

Just what sort of protection seems 

best today is the second surprise you 
find in studying 1933 defenses. Jf you 
sound an alarm today, you do it without 
its being noticed. 

The whole idea in 1933 is turned 
toward enabling a teller to call for help 

at the same time he carries out the 
bandit’s orders. He can scoop the 
money out of the drawer at the point 

of a gun and deliver it instantly, and 
yet send in a silent alarm. 

The man who is ordered to open the 
vault does so, and without losing a 
second’s time; yet even as he slides the 
bolt, he can send a silent signal 
to police headquarters —provided, of 
course, the bank is equipped with that 
type of protection. If the silent signal 

is combined with a delayed combina- 

tion, then time enough is provided for 

the vigilantes to get there while the 

bandits can do nothing but stand and 
wait, or depart without the money. 

This signaling type of combination 

need not send in a signal when operated 

for normal business. The delayed 

mechanism, however, is standard when 
once installed. Its use merely means 

that any teller who needs reserve cash 
from the vault must anticipate his 

requirements by ten minutes. He sets 
the combination and then goes back to 

"© Ewing Galloway 
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his work until, in ten minutes, the bolt 
slides open. A minor inconvenience, 
to be sure, but a dependable one. 

There is more to this secret signal 
idea than can safely be told here in print. 

Take the case of a small town cashier 
who is kidnapped at night and his 
whole family kept under guard until 
opening time the next morning. This 
sort of thing happens frequently. The 
cashier must do as he is ordered to do. 
He unlocks the door—pronto! —but 
even as the bolt shoots back a silent 
signal is flashed to the police station. 
This signal is set in such a way that it 
is not operated when the door is 

unlocked for the normal day’s business. 
Other signaling devices are avail- 

able. Where a central office supervises 
the safety of the bank, the cashier or 
teller who is being held up need not 
step out of his way to send some 
signal. Rather, he omits to send some 
certain signals—and that in _ itself 
sounds the warning. Those who 
plan safety for banks in 1933 do not 
expect any normal man to risk his 
neck by making a single unnecessary 
movement. If a signal is to be sent 
it must be so secret that no bandit, 
however alert, can detect that an 
alarm has been sounded. 

Of course, the fact that a bank has 
this sort of protection is made so clear 
on the windows that the average bandit 
leaves such a bank untouched. He 
has a wholesome fear of 1933 robber- 

fighting equipment. 

BUT how about the safeguards that 

banks have carried, year after year, 
as a protection against holdup? 

There’s that army pistol that Joe, 

the bank guard carries. Joe’s a nice 

fellow, and we’re glad to help him 
along by giving him the post of bank 

guard. Helps him to support his wile 

and his widowed mother. Yes; but can 

Joe shoot? Are you trusting your 

bank’s defenses to a timid man with 
weak eyes and a gun he doesn’t know 

how to handle? 
Then there’s that bird-cage alarm 

that somebody sold the bank a dozen 
years ago. Does it ring all the time. 

so that folks in town have 

ceased paying any atten- 
tion to it? Or is its mech- 
anism so corroded that it 
couldn’t ring if Lindbergh 
flew across the ocean again? 

And how about the signal 

buttons? Are they in plain 
sight, so that any bank 
employee could be “per- 
suaded” not to move and 

sound the alarm! A little 

extra wiring now may give 

you buttons where some- 
one —a bookkeeper or 

stenographer or phone gir! 

or vice-president, or all ol 

them—can do _ things 

(Continued on page 32) 
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FROM A BUSY DESK 

OLONEL Ayres, of Cleveland, 
best known bank economist, 
expresses a thought in his 

monthly bulletin which most of us have 
had from time to time during the past 
year or so. He first 

cBy Hy. W. Sanders 

a service charge if they fail to make 
deposits. It is called a “deposit 
charge,”’ and is 50 centavos (15 cents) 
a month, and has been instituted by 
Credito Espanol de Mexico. The 

story runs: “One 
points out that the 
government help to 

banks, railroads, etc., 
through the R. F. C. 

and the entire project 
of the “Home Loan 

Banks,” is all based on 
the theory that price 
declines were temporary 
in character, and that 
in time the old price 
levels would reappear. 
Then he adds: “If, as 
now seems probable, the 

prevailing low prices 
for commodities prove 
to be relatively per- 

MR. SANDERS 

American depositor who 
had left his account in 

the savings department 
was rather unpleasantly 
surprised when he came 
to draw his money. 
Instead of getting 5 

pesos the teller informed 
him with profuse apolo- 

gies that he had but 2 
pesos coming tohim . . 
the account had not 
moved one way or the 

other for six months, 
and 6 times 50 centavos 
is 3 pesos, and so on. 

manent, or at least of 

long duration, the problem of getting 
those immense loans repaid and the 
collateral restored to its owners is 
sure to prove one of the great financial 
tasks of our history.” 

* 

Some of the R. F. C. loans, however, 
are not going to be hard to liquidate. 
A building and loan association ex- 
ecutive recently told us that theyhad to 

put up 2-for-1 security for a loan, the 
collateral being their very best amortiz- 
ing mortgages, and the directors all 
had to pledge their personal holdings 
of capital stock in addition. 

¢ o 

When interest rates on savings 
accounts are under discussion, some- 
one generally rises to make compari- 
sons between savings rates and the 
yield on United States Government 

bonds, the argument being that unless 
savings rates are the higher, people 
will withdraw their money and buy 
bonds. With the exception of a few 

of the larger accounts, this is not 
likely to happen. The backbone of the 

savings department consists of the 
depositor with from $200 to $2,000 who 
's more interested in availability than 

yield. Experience of banks where 
savings rates have been reduced goes 
lo show that there is seldom any large 
amount withdrawn. 

¢ e 

From Mexico City comes word of a 

blan for charging savings depositors 

The depositor took his 

money, counting him- 
self lucky not to have waited four 
more months.” Here is an idea for the 
cost accounting hounds who want to 
find new sources of revenue for our 
banks. They had better get them- 
selves bullet-proof vests though. 

¢ 7 

The public. at large can hold fear 
only for a limited time. This is shown 
in a war when a town is within reach 
of hostile shells. At first everyone 
goes into their cellars and seeks safety 
first. After awhile people begin to 
venture forth and if the situation lasts 
long enough the people ignore the 
chance of getting killed. In the same 
way we get callous to the dangers of 

automobiles. This applies to the 
banking crisis we have been through 
during the past couple of years. Last 
spring there was hardly a bank but had 
withdrawals for hoarding, and we 
could all sense an undercurrent of fear 
and distrust. However the wave of 
failures was stopped and as the months 
went by and nothing happened to 
other banks the public began to think 
about something else, and today they 

are hard to stampede for the simple 
reason that bank fear is “‘old stuff.” 

Unless some very serious events occur, 
we shall see no more panics for a long 
time to come. 

. + 

Here in the West we have a tradition 

that rates should be higher than in the 
East. This goes back to the days of 
the pioneer and the steadily westward- 
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moving frontier. Newly settled sec- 
tions are always short of capital and 
rates are high to attract money from 
older sections. However today the 
frontier is no more, and there is no 
reason why we should try to maintain 
a 3% or 4 per cent savings rate when 
eastern points are paying 2% per cent. 

e 7 

Philip Withermore says that for his 

secondary reserves he wants bonds 
that have a generous yield, gilt-edged 
security, and such marketability that 
they can be turned into money at any 
time without depreciation. Which is 

reminiscent of the prairie town whose 
city council decided to plant trees 
along the streets. They wrote to the 
Department of Agriculture for advice 
saying that they wanted a tree that 
would stand forty below zero, grow 
fast, cast a deep shade in summer, be 
free from pests, and produce edible 
fruit. 

S 7 

There seems to be no limit to the 
care taken by some criminals. In a 
recent forgery case reported by the 
A. B. A. the forger had taken the 
trouble to produce, besides a forged 
draft, a forged letterhead giving a 
phone number, and then arranged to 
have someone at that phone ready to 
“confirm” the goodness of the draft 
when the victim banker called. Re- 
minds us of a holdup case that was 
noticed in one of the first installments 
of the ““Busy Desk.” A bandit, who 
by nationality was very methodical, 

gained access to an attic above the 
bank and watched for several days 
with his eye to a hole in the ceiling 
to learn the routine of the work. The 
final holdup occurred as the employees 
arrived in the morning. Afterwards 
they found that the man had gained 
access to the bank in the night and had 
carefully unloaded the firearms. 

7 Sd 

One bank has found that it saves 
some money to send many of the 
smaller coupons or other items that 
have heretofore been registered, by 
ordinary mail. The registration costs 
are now so high that this is worth 

considering. On very large amounts 
it will almost pay banks to send special 
messengers by train rather than pay 

the surtax on registered and insured 
mail. 

S « 

In our recent book ‘American 

Banking in Transition” we have 
occasion to criticize banks for lack of 
efficiency. A fellow officer was pro- 

testing against this and saying that 
such was no longer the case. In reply 
we went to the morning mail and 

showed him two letters that had just 



Eighteen 

come in. One was from a large and 
famous bank by ordinary mail, signed 
by a trust officer, and stating that 

under separate registered mail they 
were sending for collection a coupon 
from a local bond of the value of $35, 
and would we please acknowledge by 
signing the carbon duplicate enclosed 
and returning same. Among the 
registered letters was a large manila 

envelope, sealed abundantly with wax, 
containing the $35 coupon and another 
carbon of the same letter. Efficiency? 

* o 
We are still looking for some bank 

with pluck enough to advertise for 
loans. THIS BANK IS NOT 

HOARDING MONEY —what a head- 
line! Good, straight-from-the-shoul- 
der, clear copy should follow to explain 
just exactly what sort of loans the 
bank is willing to consider and why. 
Most bankers are afraid that such 
advertising would bring them in a 
flood of impossible loans, and they 
shrink from the job of turning them 

down. But the other side of the pic- 
ture is that the general public would 
have taken out of their minds the com- 
plex that banks are retarding recovery 
by undue restriction of credit. 

+ o 
A trust officer delegates much of 

the detail work on his trusts by 
dictating memoranda to assistant trust 
officers outlining a specific task. These 
memoranda are numbered and dupli- 
cates kept in a folder on his desk. As 
the reports come in of the work done, 
they are cancelled and removed. Those 
not reported upon are followed up by 
suitable inquiries. In this way the 
trust officer is enabled to conserve his 
own time. 

* e 
There is much food for thought in 

the report of an executive of a chain 
store system, as quoted by Craig 
Hazlewood of Chicago. He said that 
his concern was perfectly ready to pay 
any local bank with which it did busi- 
ness a service charge that would carry 
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the expense and give the bank a profit, 
but he felt that in all fairness such a 
charge should be based on three 
conditions: (1) That the bank must 
know its costs and be able with reason- 
able accuracy to determine how much 
the chain store account cost to operate, 
(2) That the bank must be prepared 
to charge other customers on the same 
basis, whether chain or independent, 
and (3) That the bank must be oper- 
ated efficiently, for it is manifestly 
unjust to pass on to the customer the 
high costs of indifferent management. 

* 

Our friend the credit officer generally 
has something worth while. In im- 
portant applications he sets two of 
his men to work, one to attack it and 
one to defend it, on the same idea asa 
court trial. He says it develops interest 
to inject some competition into credit 
work, and the healthy rivalry engen- 
dered digs up so many facts that a real 
picture of the risk is provided. 

Meeting the Problem of ‘Other Real Estate’ 

initial stage and it seems reasonable 

that the securities received by the 
banks should be carried at the value 
previously assigned to the real estate 
assets. The equalization of interests 
takes place by way of the appraisal. 
As an example: if three co-operating 
banks should merge properties of 
substantially the same character, the 
capital set-up would be similar to the 
hypothetical situation in figure No. 1. 

ANAGEMENT is a prime con- 
sideration, for without an improved 

condition, no plan of consolidation 
would be effective. The corporation 
should be able to employ the best real 
estate and financial intelligence avail- 
able and that management should have 
only one duty: to integrate the present 
scattered activities, to create the maxi- 
mum efficiency in management and 
marketing and finally to effectuate the 
most favorable realization of assets to 
the parties in interest. Management 
must be capable of intelligent planning, 
giving consideration to the entire 
situation. The participants should not 
overlook the fact that the right man- 
agement representing a strong organ- 
ization backed by financial interests 
can do much to minimize competition 
and stabilize the entire real estate 
situation in any community —and the 
interests of the community must not 
be overlooked. 

The directorate would necessarily be 
constituted from among the partici- 
pating banks. However—and this is 
important—unless the banks have 
entire confidence in the executive 
management of the proposed company 

(Continued from page 7) 

and are willing to transfer to it their 
real estate problems without reserva- 
tions, its purposes would undoubtedly 
be defeated. The banks must clear 
their desks and the minds of their 
officers from these problems that are 
foreign to banking and concentrate on 
the business contemplated by their 
charters. 

It is conventional for owners of real 
estate to place the properties in the 
hands of outside real estate agencies. 
But the cost to the banks in commis- 
sions on rentals runs into a substantial 
figure. This item would at once 
revert to the new company as a source 
of income. Insurance and bond pre- 
mium commission might also con- 
stitute a large earning. The revenue 
from these sources alone should go 
far toward placing the company on a 
self supporting basis from the begin- 
ning. In this connection, it is easy 
to foresee a conflict of interest between 
the banks and prominent directors or 
stockholders whose personal businesses 
would come into competition with the 
profit lines suggested above. These 
interests should know that the pro- 
posed company is an emergency meas- 
ure and that under emergency condi- 
tions the interests of the bank deposi- 

tors and the stockholders as a group 
are pre-eminent. Selfish individual 
interests must temporarily be set 
aside. Another important source of 
profit may reasonably be expected to 
grow out of the disposal of assets at 
prices considerably higher than the 
capitalized value, this enhancement 
being the inescapable result of clever 
management. 

The savings usually derived from 
large scale operations should be real- 
ized —depending of course upon the 
scope of the organization. Quantity 
purchasing, elimination of waste in 
advertising and selling effort, avoid- 
ance of lost motion and duplication in 
general management and accounting 
are economies that should immediately 
be observed. 

A direct saving to the participants 
would be effected due to the transfer 
of selected officers and employees to 

the new organization, thereby relieving 
the banks of those salaries, other 
executive expense and all of the over- 
head incident to real estate manage- 

ment. 

ODERN methods in all depart- 
ments should be the subject ol 

special study. Generally speaking, the 
business methods attending property 
management have not kept pace with 

changing conditions. Present methods 
suited earlier times, but conditions 

have changed and methods must now 
be altered to conform to the new 

conditions. 
On first thought, this proposition 

smacks of a “promotion” of a new 
enterprise. Actually it resolves itsell 

down to a more intelligent program 0! 
handling the problems that the banks 
are now facing. It is said that the time 
which should be given to preparation 

for adjustment is often spent in a vall 
struggle to oppose the approach of the 
inevitable. Possibly some suggestion 

contained in this plan may find a plact 
in the general readjustment that 'f 

now going on. 
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mt FEW bright spots loom up in the 
er statistical picture of Canadian 
stly banking in the year 1932. Sav- 

the ings deposits at the end of the year 
ak showed an increase of $10,000,000 

over the 1931 total, despite heavy 
domestic financing which the public 

se was called upon to absorb. Declines 

Si in some of the other divisions were 
» a also showing a tendency to flatten out 
oni as the year closed. Comparative 

anne figures as shown by the Monetary 
event Times are as follows: 

redil 1931 1932 
anks i ‘ Wei.a0 ( ( 

see. 4,151 3,958 
1 real Bank Clearings.... . .$16,931,000,000 $14,000,000,000 

Bank Assets........ 2,997 000,000 2,875,000,000 
Savings Deposits.... 1,360,000,000 1,370,000,000 
Current Loans 
(Canada)......... 1,082,000,000 1,017,000,000 

Loans Outside 
(Canada)......... 188,357,000 —-:159,000,000 

Call Loans (Canada). —_134,730,000 117,209,000 
Call Loans (Outside) 83,124,000 87,527,000 

from Bank Debits........ 31,586,000,000 26,000,000,000 
real- Note Circulation. ... 141,013,000 133,027,000 

n the * * 

antity When Ontario farmers picked up 
ste IN} their newspapers at the end of the year 

avoid- | and read that South Africa had 
Jon I} abandoned the gold standard, they no 
unting | doubt concluded that here was a 
liately | belated financial crisis which could be 

. viewed with equanimity from a safe 
ipants F distance of around 7,000 miles. They 
ranster FP were wrong. One week later three 

ees l0F alfalfa meal grinding plants in Ontario 
lieving F towns closed down throwing several 
other F men out of employment, the manage- 

© ovel’-F ment explaining that due to the fall in 
anage F the South African pound, South Africa 

was able to undersell Canada on the 
British market by approximately $7 

deparl-F per ton. South Africa’s crisis has 
ject OF become a local crisis in some Ontario 
ing. the communities where alfalfa hay is a 

roperly | cash crop and the meal produced for 
ce with export as the industry is now 
nethods F threatened with extinction. This back- 
nditions F fire from South Africa’s currency 
ust NOWF iroubles is another indication of how 

he neVF Guickly these monetary worries can 

i span a couple of oceans and roost in 

oe your own back yard. 

es itsell ¢ ¢ 

gram e Forgers are active in Calgary. The 
le banks Alberta Relief Commission recently 

the Um’® suffered loss through the appearance 
paratlo'h of several hundred spurious bed-tickets 

in a val valued at $1.20 each which were 

ch of the passed by Calgary’s unemployed. As 
ggesliol'E these tickets were a form of scrip it 
gig Would appear that the forgers have 

hung up some sort of a record with the 
lirst ““serip forgeries.” 

anadian Notes and Comment 

cBy G. A. G. 

A Savings Increase 

South Africa’s Pound 

Paradoxes in Exchange 

Interest Reductions 

Self-Paying Checks 

A Prime Minister Speaks 

A Debt Adjusting Plan 

Numerous exchange paradoxes are 
turning up in the service of Canadian 
municipal obligations payable in New 
York and London. Calculating New 

York funds in Canada on a basis of 
thirteen per cent premium and sterling 

at $3.80, it has been estimated that 
the city of Winnipeg in 1933 will lose 
$185,000 in settling New York maturi- 
ties but will gain $129,000 through the 
discount on sterling. One estimate 
places Winnipeg’s annual interest pay- 
ment at $3,116,475 of which $586,595 
is payable in London, $1,108,294 in 
Canada and $1,421,585 in New York. 
A feature of Winnipeg’s exchange 
situation is that the city’s sinking-fund 
trustees hold a number of Winnipeg’s 
securities payable in New York and by 
not presenting these in New York 
the city will save some $25,000 cutting 
the exchange loss for the year down 
to $31,000. There are a few Canadian 
cities which will even make money on 
the exchange situation. The city of 
Regina is said to have recently netted 

$16,000 on interest payments due to 
the fact that obligations payable in 
London substantially exceeded New 
York payments. The city of Sault 
Ste. Marie is said to be in a very happy 
position in this regard, holding $978,- 
000 in securities payable in New York, 
to meet payments there of $513,000. 
Many of the municipalities, cities 
and provinces are busy thinking up 
new methods of taxation to balance 
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budgets thrown out of joint by the 
unexpected increase in interest and 
principal payments due in New York. 
The treasurer of the province of 
Manitoba recently dashed off a check 
for $936,165 to cover cost of purchas- 
ing United States funds in the retire- 
ment of a debenture issue of $6,158,000 

payable in New York. Manitoba 
citizens no doubt consider this as one 
of the reasons why their gas tax is at 
the peak level for the North American 
continent and incomes of over $750 
are subject to a provincial tax. 

7 Sd 

Under the crusading slogan of 
“Plenty For All Awaits Debt Adjust- 
ment,” The Vancouver Sun advocates 
the reduction of savings bank interest 
from 3 to 1% per cent and the conver- 
sion to 3 per cent of all Canadian 
public loans. While the conversion 
suggestion is a pretty big order it is 
possible that the interest rate on 
notice deposits may be adjusted at a 
lower figure if money rates continue 

to ease. This would be quite a radical 
departure on the part of the Canadian 
chartered banks as both borrowing and 
deposit interest rates have been pretty 
well stabilized over a long period. 

¢ 7 

Out in the wide open spaces of 
Saskatchewan, they write N. S. F. 
checks and durn it, if they don’t just 
keep circulatin’ around until they 
automatically pay themselves. This 
al any rate appears to be the basis 
of a unique scheme evolved by a 
south central Saskatchewan munici- 
pality to assist rural schools in the 
district to finance. The plan as de- 
scribed by a Regina newspaper works 
as follows: ‘““The school district with- 

out funds issues a check to the teacher 
for say $150 who turns it over to the 
farmer with whom she boards. He 
takes it to the municipality and is 
credited with that amount on his 
taxes. The secretary of the munici- 
pality then issues a check for $150 in 
the name of the school district and 
takes them both to the bank where 
they automatically cancel each other 

on the bank records.” The plan is 
said to be working out quite satisfac- 
torily and is an example of how some 
of the districts hard hit by low com- 
modity prices are co-operating in pro- 
viding for their essential services. 

o ¢ 

In these days when certain sections 
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of the public believe that bankers have 
horns and the banks are responsible for 

everything from a short fur-catch in 
the arctic to a typhoon in the Bahamas 
it is refreshing to record a frank and 
unsolicited tribute to banking institu- 
tions from a leading public official. 
Prime Minister Alderice of Newfound- 
land in a recent public address de- 
livered at Saint Johns in outlining some 
of the financial problems of the Island 
colony referred to the Canadian banks 
operating in Newfoundland as follows: 

‘‘Now, a word about the banks. I 
have heard a lot of criticism of the 
banks, and I am glad of this chance to 
tell the people of Newfoundland as far 
as my voice can reach what I think of 
the banks. The banks have been 
helpful and sympathetic from the 
beginning; they have never attempted 

to curtail in any way; they know we 

were doing our best; we were not 
anxious to squander money; any 
money we had was put to the purpose 
for which it was intended, and I will 
now give you one particular instance 
—the dole orders . . . . I asked the 
representatives of the banks to come 
to my office, I told them the story as 
well as I could, and after I had finished 
somebody said, ‘How much do you 
want?’ I said, ‘$244,000,’ and I 

tried to say it in such a way that it 
seemed half the amount. One of the 
representatives of the syndicate said, 
“Why not make it $250,000?’ I did 
not look up because I was afraid he 
was sarcastic. When I did look up I 
saw a smile. I said, ‘I am quite pre- 
pared to ask for $250,000.’ Within the 
next twenty-four hours we had the 
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$250,000. They could not have acted | 

more honourably, and I take advan- 
tage of this opportunity of recording 
my appreciation of their helpfulness, 

and because you are the cream of the 
commercial body of Newfoundland | 
avail of this occasion to tell you how 
the banks have treated Newfoundland.” 

¢ ° 

The premier of Saskatchewan has 

announced that the Saskatchewan 
legislature will be asked to approve a 
policy of debt adjustment in connec- 
tion with loans secured from the 
provincial Farm Loan Board. Can- 
cellation of interest for one year and 
the amortization of arrears are features 

of the plan with approximately 6,000 
farmers benefiting from the govern- 

ment’saction totheextent of $1,000,000. 

The Cry for Inflation 

additional currency in times of depres- 
sion was illustrated by last year’s open 
market operations of the Federal 

Reserve System. The billion dollars 
worth of credit and potential new cur- 
rency furnished the member banks 
through the purchase from them of 
government securities served to enable 
the member banks to pay off their 
indebtedness at the Reserve banks 
and thereafter swelled their excess 
reserves to about %$600,000,000, the 
largest total in the history of the 
system. 

This $600,000,000 of excess reserves 
represents ten times that amount or 
six billions of dollars of possible credit. 
Lack of confidence, which has caused 
the banks to be reluctant to loan money 
and has held back borrowers who might 
otherwise embark upon new business 
ventures, has kept this credit idle. It 

is this situation which has caused 
government officials to insist that there 
is no shortage of currency. Restora- 
tion of confidence sufficiently to en- 
courage the use of existing credit and 
potential currency, it is contended, 
would be the element needed to 
stimulate business and increase com- 
modity prices. 

HERE is a fundamental difference 
of opinion as to whether Treasury 

notes under the Patman or Rankin bills 
would be fiat money. The sponsors 
insist that under the gold standard act 
of 1900 which gave a mandate to the 
Secretary of the Treasury to maintain 
all forms of currency at a parity with 
the gold dollar the new Treasury notes 
would be redeemable in gold. As 

against this view the opponents point 
out that the gold standard act of 1890 
provided a fund of $150,000,000 in 
gold for the redemption of the $346,- 

(Continued from page 10) 

000,000 of United States notes or 
greenbacks and a small amount, now 
less than $2,000,000, of Treasury notes 

of 1890, and that besides this fund, 
which now totals about $156,000,000, 
there is less than $100,000,000 of gold 
in the Treasury which is not ear- 
marked for some specific purpose. 

It is insisted that $255,000,000 in 
gold is not sufficient to insure redemp- 
tion of two or three billions of new 
currency. 

Monetary gold stocks in this country 
on December 31 totaled $4,507,522,361 

of which $3,160,531,679 was held in the 
Treasury while $877,191,150 was in 
the Federal Reserve banks and $469,- 

799,532 was in circulation. 
Of the gold in the possession of the 

Treasury $1,328,626,439 formed a 100 

per cent cover for gold certificates, 
$1,576,903,697 was held in trust for 

redemption of Federal Reserve notes 
and $156,000,000 represented the re- 

serve against the greenbacks and 
Treasury notes of 1890. The free gold 
in the general fund amounted to 

$98,962,454. 
Issuance of several billions of new 

currency in the opinion of those object- 
ing to it would create a lack of con- 
fidence in the soundness of the mone- 
tary system. There would be a run on 
the dollar abroad and a hoarding of 
gold in this country. Despite the 
mandate in the gold standard act of 
1900 to maintain all currency at a parity 
with gold it is contended that the 
Treasury with its $98,000,000 of free 
gold, supplemented by the $156,000,- 
000 fund, would be unable to continue 
to redeem currency in gold. If obliged 
to suspend redemption in gold it 
would mean abandonment of the gold 
standard. Thereafter the value of all 

would tend to de- paper currency 

preciate. Disaster would follow just 
as it did when Germany, France and 
other European countries ran the print- 
ing presses to obtain currency with 
which to pay their obligations. 

Once committed to a program for 
issuance of new currency for one pur- 
pose it is feared that Congress would 
be unable to resist the temptation to 
approve its issuance for other purposes 
with the result that the total volume 
of new currency would become so 
great as to make a breakdown of the 
monetary system unavoidable. 

THE Busby bill for three billions of 

new Federal Reserve notes backed 
byTreasury bonds and a 20 per cent 
gold reserve is a device to place the 
issuance of the new currency where 
there is surplus gold. But officials of 
the Treasury and Federal Reserve 
Board do not approve even this 
method of issuing new currency, ex- 
pressing alarm over dangers inherent 

in any form of inflation. 
The various schemes for issuing 

currency based on farm mortgages and 
other public and private obligations 

of different kinds are regarded by the 
government officials as unsound and 

dangerous. 
As to the silver proposals, bimetal- 

lism at a fixed ratio between gold and 
silver has been opposed by officials of 
the Hoover administration on the 
ground that it is impractical with- 
out an international agreement which 

would prevent the operation ol 
Gresham’s law under which the baser 

metal drives out the other. In opposing 
bills for the purchase of silver bullion 
with silver certificates Secretary of the 
Treasury Mills took the position that 

the action proposed would be a subsidy 
to the silver industry, that there is no 

(Continued on page 22) 
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ew business Suggestions 

In Starting a Campaign —In begin- 
ning a general advertising campaign, 
ask for the co-operation of all em- 
ployees, directors, officers, stock- 
holders, and even customers. Doso by 
means of a letter explaining the pur- 
pose and scope of the campaign, and 
enclosing introduction cards for the 
names and addresses of prospects. 

o¢ 

Calling Attention to Newspaper Ad- 
vertising—In your lobby or windows 
put up a photostatic enlargement of 
your newspaper advertisement for 

the current week. Send out once a 
month to your mailing list a card or 
letter calling attention to the advertise- 
ment which will appear the following 
week, particularly if it is going to be 

an outstanding one. 
o¢ 

A Monthly Savings Plan—The de- 
positor in making an initial deposit 
indicates the amount he wishes to save 
monthly. At the end of each month 
he receives from the bank a statement 
of the amount to be saved. He returns 
this statement with his deposit. Re- 
sults show that the average person 
saves more when he adopts some such 
plan of regular saving. 

o¢ 

Thrift Poster Contest —You can have 
a thrift poster contest in which many 
grade school pupils can compete with- 
out actually making the drawings 
themselves. Prizes can be awarded to 
rooms, and the winners themselves can 
decide by vote what shall be done with 
the money, in getting something useful 

or ornamental for their room. The art 
instructor plans with each room what 
the poster is to be and outlines the 
design. The children do the lettering 
and coloring. Prize-winning posters 
would be exhibited at the bank and 

reproduced in the newspapers, thus 
giving free publicity to the bank. 

o¢ 

Getting More Business From Savings 
Depositors — When a savings depositor’s 
account reaches $500 or $1,000, he 
might be interested in time certificates 
paying a little higher interest than the 
Savings account. If he has several 
thousand dollars, he may be ripe for 
home-ownership, and by that time he 

certainly needs a safe deposit box. It 
Should be suggested to owners of sub- 
Stantial savings accounts that they 

Ought to have a checking account, if 
they have none already. 

By T. D. Macgregor 

Imprinting on Deposit Slips —Some 
banks use the back of their deposit 
slips for advertising purposes, to the 
extent at least of listing departments 
and services thereon. There usually 
is space at the bottom of the front in 
which can be printed a short sentence 
regarding a service. This would be 
seen by every depositor. 

o¢ 

Banking and Life Insurance —Sav- 
ings and life insurance are both good 
agencies of thrift and are not at 
variance with each other. Why not 
suggest the deposit each week or 
month of a certain sum, with directions 
to the bank to pay life insurance 
premiums when due, charging the 

receipted premium bill to the savings 
account as a withdrawal? 

o¢ 

Customer’s Introduction Card —Di- 
rectors should be kept supplied with 

©Ewing Gailoway 
Setback skyscraper of the Continental Bank, 

New Yor 

introduction cards to give to prospects. 
Following is a sample: “This will 

introduce to you................ a 
who is personally known to me and 
who desires to do some business with 
the First National Bank. Signed 

o¢ 

A Farm Bureau—A_ bank has 
doubled its farmer patrons by con- 
ducting a farm bureau. Farmers go 
to the bank to get help on their farm 
problems, and the director of the 
bureau also visits the farms of his 
territory. He tries to become per- 
sonally acquainted with all the 
farmers and their families. This bank 
has encouraged the importation of 

many pure bred cattle into its county. 

o¢ 

Stimulating Dormant Accounts —A 
new business manager began work on 
small blocks of savings accounts — 
starting with twenty-three that 
amounted to only $163. A series of 
form letters was sent to each of the 
accounts at regular intervals for six 
months. They were individually typed 
just like personal letters. At the end 
of the six months, the aggregate 
balances of the twenty-three accounts 
had increased to more than $3,000. 

o¢ 

Letter With Dividend Checks—A 

letter should always be sent to stock- 
holders with dividend checks, calling 
attention to the bank’s progress and 
emphasizing the fact that the more 
new business stockholders direct to 

the bank, the larger dividends may be. 
The fact should be brought out that 
stockholders who transact business 
with other financial institutions rather 
than with their own are helping pay 
dividends for competitors instead of 
for the bank in which they own stock. 

o¢ 

Officers’ Calls on Customers — Friendly 
calls by officers upon good customers 
can be made to mean much in the way 
of good will and new business if done 
systematically. The day before the 
visits are to be made, the new business 
manager gives the officers a choice of 
five names from the general customers 
on the central file cards. Brief reports 
on each visit are made in writing to 
the new business manager. He takes 
proper steps to have the leads followed 
up, and if there have been complaints, 
the attention of the responsible persons 
is called to them. The good will 
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resulting from the calls is well worth 
while. Besides, the officer often obtains 
valuable information on trade and 
credit. 

* + 

About Mailing Lists —A bank’s mail- 
ing list of prospects should be carefully 
checked and revised at least every six 
months. Business and _ individual 
mortalities, changes in address or 
changes in organization all cause a list 
to depreciate constantly. Central files, 

the result of a lot of original work, are 
often allowed to become too obsolete 
for use. And yet, properly used, there 
is no more profitable source of new 
business. 

. Sd 

Co-operation of Employees —To help 

employees to know more about their 
institution, what it has to offer the 
public and how best to sell those 

things, one plan which has been used 
successfully is to hold a bi-monthly 
meeting of all employees who come 
into contact with the public. Under 

the direction of an officer, there are 
discussions of common problems, in- 
cluding selling the services of the 
bank. Tests are given as to knowledge 
of commercial paper and facts about 
the institution and its services. Talks 
by experts are given on salesmanship 
as applied to banking and _ trust 
matters. An actual demonstration is 

given of a conversation with a cus- 
tomer, leading to his use of some 
department or service that he has not 
been using. Another idea is to offer 
employees a cash prize each month for 
the best practical suggestion for the 
improvement of service. In its em- 
ployees, a bank has an asset for new 
business, which, as a rule, does not 
operate to capacity outside of banking 
hours. Why not pay employees for 
new business they bring to the bank? 
A basis for such remuneration can 

easily be worked out to fit your 
particular situation. 

. Sd 

New Business Efforts by Directors — 
Keep your directors thoroughly in- 
formed as to the growth of deposits and 
business of your bank and of com- 
peting banks. One of the best ways to 

present these facts is by means of a 
chart or graphic representation to be 
shown at directors’ meetings. When 
you have compiled a list of concerns 
whose business you want, ask each 
director to run over the names and tell 
you of concerns whose officers he 
knows personally. Then write a letter 
and have him sign it as a director. 
Some banks have chosen one business 
or industry and made up a list of 
prospects of concerns in that line. 
They have taken it to one of their 
directors in that particular line, and 
have gone over it with him for sugges- 
tions as to how best to get into contact 
with prospects. 

THE BURROUGHS 

The Cry for Inflation 

(Continued from page 20) 

need of additional currency and that 
it would be unwise to issue more 
currency outside the control of the 
Federal Reserve System. It is doubt- 
ful if any of the silver bills develops as 
much strength in Congress as other 
inflation schemes. 

The proposal for the revaluation of 
the gold dollar is objected to on the 
ground that it is impractical to upset 
a century old valuation without caus- 
ing a new set of difficulties. Discussion 
of the plan in Congress, it is held, 
would precipitate both here and abroad 
a rush to convert all forms of paper 
currency into gold. The gold standard 
would be endangered even in advance 
of the enactment of legislation. Those 
who doubt that domestic prices of 
commodities would advance _ propor- 

tionately to the reduction in the gold 
content of the dollar point to the 
failure of British prices to go up as 
much as might be expected on account 
of the depreciation of the pound. 

The Goldsborough bill for an expan- 
sion of credit and currency through 
the Federal Reserve System has been 

opposed by government officials on the 
ground that it is doubtful if commodity 

prices can be controlled by the methods 

proposed and that it would be unwise 
to lead the public to believe that this 
was to be done. 

Out of all the different currency 
inflation measures Congress is likely 
to evolve something unless the 
new Roosevelt administration moves 
quickly to check the steadily growing 
movement. 

Trust Service That Builds Good Will 

(Continued from page 13) 

action with the affected beneficiaries. 
In this way possible criticism can be 
obviated or at least greatly minimized 
and good will developed. 

5. The officers of a trust depart- 
ment can build good will by giving 

aid to legatees and devisees on matters 
not technically within the field of 
duties required of an executor. The 
beneficiaries under a will, especially 
widows, are often dazed and almost 

always uninformed about business 
matters thrust upon them by death. 
A little kindness, a little patience, a 
little work, not included in the duties 
of an executor often make lifelong 
friends for a bank and particularly for 
trust departments. Such an opportun- 
ity should not be overlooked. 

MUCH of the foregoing applies with 
equal force to the services banks 

should render to beneficiaries. There 
are, however, some services peculiar 

to beneficiaries of trusts which should 
be mentioned in any discussion on 
building good will for a trust depart- 
ment. It has been truthfully said that 
it is the little courtesies in life that 
mean the most. This is true of the 
relationship between beneficiaries and 
the officers of a trust department. 
Beneficiaries respond to little courtesies 
that cost the trust department very 
little in comparison to the return in 
good will. An application of the 
golden rule in trust department oper- 
ation pays big dividends. “Do unto 
beneficiaries as you would like to have 
trust officers do unto you if you were a 
beneficiary” should be the golden rule 
of every trust officer. 

What are some of the courtesies we 
would like if we were beneficiaries of 
a trust? Some that seem important 
to me are these: 

1. I should like to know just what 
my rights were under the agreement 
or will and I should want these rights 
carefully explained to me in complete 
detail. 

2. I should like to be advised as 
definitely as possible the amount of 
income I was to receive and when | 

was to receive it. This seems to be 
almost fundamental, but I venture to 
say that many beneficiaries have not 
received this information in a way they 
could understand. 

3. I should like to get my check on 
the day I was entitled to receive it. 
From conversations with many bene- 
ficiaries of trusts with banks all over 
the country, I find many times their 
checks are late. We might learn a 
lesson from insurance companies in 
this respect. They carefully watch 
train schedules so that if a change is 
made which alters the time for mail to 

reach a certain city, they change the 
mailing time accordingly. If they 
learn of a change too late to get the 

check to its destination on time, it is 
sent airmail so it will arrive on 

schedule. 
4. I should want the bank to 

arrange in some way so that I should 
receive an equal amount each month 

or each quarter even though it was 
necessary for the bank to withhold 
part of my income to build up a reserve 

sufficient to make this possible. Ii 
this were done, even a change i 
investments would not alter my income 
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unless the income were thereby mate- 
rially reduced, and if a reduction of 

income became necessary I should 
want to be told simply and clearly why 

gold this reduction was necessary. I could 
the not conceive of a more irritating thing | 

D as than to have my check reduced with 
sunt no explanation. Suppose a_ trust 

officer’s salary check were reduced 
pan- with no notice and no explanation. 
ough The effect on a beneficiary when his 
con check is reduced with no explanation 
1 the is identical. ; 
ydity 5. I should like to receive frequent 

hods reports on the condition of my trust 

LWise and I should want these reports 
thie expressed so I could understand them. 

How many beneficiaries can under- 
ency stand the average statements sent to 

ikely them? I should want these reports 
the to set forth any changes made in 

nineee investments and the reasons why they 
wing were made. I was talking recently 

with a beneficiary of a trust held by a 

large trust company who said she had 
never received any information or 
reports of the condition of her trust. 
This neglect certainly did not build 
good will for that institution for she 
came in to inquire what she could do 
to change the trust to our institution. 

6. When I write to the trustee for 
sige information I should like to receive a 

prompt reply clearly and definitely ; ; 
aut ae Wl lseeliok on ie Send your California volume 

Pe subject of my inquiry. I should not . : 
what | ike to receive a curt, short answer to Bank of America for quicker returns. 

Peay which was vague, indefinite, or in- . elie. te . 
= complete. Through the well organized facilities of this 

nr 7. Finally I should like to have t 
i my business with the bank carried on statewide banking SyStem, transit items OF 
ak of by the same trust officer at all times ; é 

hen] | 22d I should want him to make me collections move direct, night and day. 
ag feel he was interested in me and that 

win + ee The 410 branches of Bank of America af- 
nage Farge sy “oe = want to eg? to 

a eet eal with a different man every time : 
y they Fesiiail ox anus ta ie tenis ee. ford banks and bankers a truly responsive 

ak Other business enterprises realize the . . . : . 
ek on advantages of personal contact devel- and responsible service in 243 California 

hee: oped by its officers and employees. . 
ne Why shouldn’t trust companies and banking centers. 

eae banks? 

arn a i . 
ae ie ALL the foregoing suggestions have to 

watch do with the personal service between AN K of AM ~ RICA 

nge is beneficiaries ane ae teak Soe NATIONAL TRUST & SAVINGS ASSOCIATION nail te and are very important. But by far 

ge the the most important service which CALIFORNIA 
~ they affects the good will of a trust depart- 

et the ment is the management and invest- Head Offices in San Francisco 
» it is ment service given to trust accounts. and Los Angeles—the two 
- It seems almost unnecessary to point os ve on nf p 

out that this is the heart and soul of Fedend Seseeey cities 

nk to any fiduciary service. It is on our : , . 
should record in trust investments that trust Bank of Am ——— Natio nal Trust & Savings 

month service will rise or fall. A great stone Association, @ National Bank, and Bank 
it was in the foundation for our claim of of America, a California State Bank, are 

thhold Superiority over individual manage- identical in ownership and management 
reserve ment must be our ability to manage 
le. I and invest funds held by us in trust in 
nge in such a manner that the result in safety 
income of principal and certainty of income for 

In writing to advertisers please mention The Burroughs Clearing House 
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To be sure of 

ECONOMICAL— CONVENIENT 

STORAGE FILING, use 

The 
Collapsible EASY SNAP 

With Collapsible Shelf Cabinets 

Permanent Satisfaction 

STRAYER COIN BAG COMPANY 
NEW BRIGHTON, PA. 

Foot Movements 

Foil Bandits ! 

Padua Hold-up pro- 
tection includes the famous Padua _pat- 
ented foot units. These operate easily, yet 
are well protected against false alarms. 
Their potential effectiveness is recognized 

x) 

fi 

by bandits and causes them to avoid Padua- 
protected banks. Can be used with other 
alarm systems. Write for information. 

PADUA Hold-Up Alarm Corporation 
110 Seneca Street Cohoes, N. Y. 

| Don’t Miss lt— 

The complete description 

of the service charge and 
float charge plan developed 
by Leo D. Kelly, Vice- 

president of the Mercantile 
Bank & Trust Company, 
St. Louis . . . Bankers gen- 
erally have overlooked 
“the best revenue producer 
of all, the float charge,”’ 

says Mr. Kelly . . . Read 
his enlightening article in 
the April issue of The 
Burroughs Clearing 
House. 

beneficiaries is noticeably better than 
individuals can approach. We may be 
kind and considerate to beneficiaries 
and give them every service imagi- 
nable, but if the trust principal, or part 
of it, is lost, or the income stops we 
stand condemned before our bene- 
ficiaries. 

If we can convince people that we 
can manage and invest funds better 
than they can themselves a flood of 
voluntary trusts will result. What 
would be the result in the way of new 
business to an institution that would 
publish a list of its investments held 
in trust estates and be able to show 
that the current market was equal to, 
or only slightly less, than the purchase 
price? This type of investment serv- 
ice can only be developed if capable 

THE 

and highly trained men are placed in 
charge of trust investments, and if 
these men are supplied with the best 
statistical service available. No bank 
which is not prepared to develop this 
type of investment service should 
enter the trust business for it will 
surely fall short and will bring criticism 
to corporate trust service generally. 

Finally, if a bank or trust company 

desires to develop good will it should 
give a living, breathing, human, sym- 
pathetic service to the beneficiaries 
personally and at the same time a cold, 
calculating, careful, watchful, efficient, 
business management to the trusts 
placed in its care. If this type of 
service is given by a corporate fiduciary 
it will have the hearty good will of its 
beneficiaries. 

Psychology in Bank Advertising 

cBy Julian M. Case 

HE word psychology has been so 
overworked and so abused in 

connection with advertising that it has 
actually lost caste in many quarters. 

Psychology is not a secret formula 
in the possession of a few. Neither is 
it an open book of cut and dried rules. 
Psychology is just plain common 
sense. It is of vital importance in 

| your advertising and selling and its 
value should not be discounted one 
iota. The trouble lies not in its use 
but in its abuse. 

No merchandising effort, whether it 
be in behalf of boots and shoes, bank 
accounts or trust services, can 
approach its possible maximum effi- 

| clency without psychology as a promi- 

| applied logically. 

nent ingredient. Its intelligent applica- 
tion to your sales problem requires, 
first, an understanding of human 
nature; second, a knowledge of mer- 
chandising. Right advertising plus 
right selling methods are not sufficient 

unto themselves—they must _ be 
That is psychology. 

T is impossible to suggest rules-of- 

thumb for the application of psychol- 
ogy. Each individual problem is 

| unique in itself depending upon the 
commodity, market and innumerable 
attending circumstances. Each adver- 
tising or sales manager must analyze 
his own problem. However, it is safe 
to say that he should tackle his job 

_ with the thought ever in mind that the 

psychology of his efforts will have a 
material effect upon their ultimate 
success. 

As it is impossible to establish rules 
of procedure, the next best thing 

might be to sharpen our wits by a 

in writing to advertisers please mention The Burroughs Clearing House 

review of some outstanding develop- 

ments of merchandising psychology ol 
recent date. This may help to suggest 
ideas applicable to our business or at 
least lead our minds into a channel of 
analysis and thinking that may result 
in a more comprehensive understand- 
ing of psychology and its possibilities 
in our work. 

Take, for instance, the recent advent 
of color in many lines of products such 
as alarm clocks, kitchen stoves, type- 
writers, etc. The answer to this 

stampede to color, by literally hun- 
dreds if not thousands of manufac- 
turers, is that it opens broader fields 
for sales. In other words, it is good 

merchandising psychology. 
The not-so-recent but more uni- 

versal revamping and improving ol 
containers of packaged goods is 
another example. Striking exteriors 
attract attention, stimulate desire of 

possession and thereby prove to be 

psychologically effective. 
Psychology is utilized effectively by 

the manufacturers of motor-cars, in 

their annual presentations of new 
models. If you are driving a last 
year’s car you may successfully with- 

stand the appeal of this year’s new 
model. The second annual onslaught 
of new bodies, jimcracks, etc., is apt, 
however, to prove fatal and you turn 

in the old bus for a new one although 
it has several years of good service in 

it yet. 
At first, radios were sold on the basis 

of performance. Today, the psychology 
of tremendously improved appearance 

enters into a great percentage of sales. 
Many a radio is sold as a piece of furnl- 
ture with little choice being exercised 

BURROUGHsSf& 

as 
Ww) 



HSE 
¢ 

d in 
d if 
best 
yank 
this 
ould 
will 
cism 
ally, 
any 
ould 
sym- 
aries 
cold, 
lent, 
rusts 
ve of 
clary 
of its 

1g 

elop- 
gy ol 

ggest 
or at 
nel of 
result 
tand- 
ilities 

dvent 
; such 
ty pe- 

this 
hun- 

rufac- 
fields 
good 

unl- 
ng of 

ds is 
Leriors 

ire of 
to be 

ely by 
rs, in 
' new 
a_ last 
with- 

s new 
laught 
is apt, 

u turn 

though 
vice in 

e basis 

hology 
arance 

f sales. 
f furni- 

ercised 

CLEARING HOUSE 

as to the chassis of the instrument 
within the highly decorative cabinet. 

Style, especially in feminine apparel, 

offers, perhaps, the most obvious 
example of psychology’s handiwork. 
A new style immediately obsoletes 

present possessions and, wherever 

finances permit, the old is discarded 
for the new regardless of the service 
value remaining. These illustrate 
some of the most evident examples of 
psychology in merchandising. There 
are innumerable minor but yet effec- 
tive opportunities to be found in every 

line of business. 
Take, for instance, bank advertising. 

Both the copy and the layout, in addi- 

tion to carrying a message, can be made 
to reflect the particular atmosphere 
which the institution desires to build 
around itself. The reaction upon the 
reader can be strengthened by the way 
the copy is written as well as by the 
message itself. Likewise the layout of 
the advertisement can accomplish 
more than merely a pleasing appear- 
ance —it can create an atmosphere of 
solidity or of progressiveness or what- 
ever feeling toward the bank it is 
desired that the public have. The ad- 
vertising of a bank is its show-window 
to the community and can be made 
to reflect the character of the institu- 
tion. 
The tenor of the “copy” in an 

advertisement can have a decided 
psychological effect. It can be austere 
and have the effect of figuratively 

saying “‘We have these services —come 

and use them if you want.”’ It can go 

to the other extreme and fairly plead 
lor accounts so that the reader gets the 

impression the bank must need busi- 

ness pretty badly. Of course, the 

happy medium is the _ ideal—the 

suggestion of helpful services in a 

simple, friendly way. 

Psychology can go even farther in 

bank advertising. For example, why 

is it good psychology to release your 

advertisements on or near the first and 

fifteenth of the month? The answer is 
that a great percentage of workers 

receive their pay upon these dates. It 
is obvious that an advertisement for 
savings accounts will be more effective 
at these times than if released three or 
four days earlier. 

N scheduling a release of advertise- 

ments it is generally conceded that a 
“staggered” release is more effective 
than the insertion of the same adver- 
tisement in two or three local news- 
papers on the same day. 
Continuity and individuality both 

have psychological reactions. Con- 
inuity throughout a series of adver- 
sements has the value of repetition. 

This can easily be obtained by carrying 

through all advertisements a certain 
Similarity of treatment such as border, 

layout or artwork: Individuality is a 

get away with it! 

...Because criminals attack only 

“easy” banks. Records prove 

that the adequately protected 

bank is seldom attacked. 

“Time” says: “The business of 

bank robbing is sure to reach 

a new high this year.” Insurance 

rates are mounting ...It’s time 

to A.D.T. your institution! 

A.D.T. Central Station service 

is the most highly developed 

type of protection available. 

Twenty-five 

Thirty-two Federal Reserve 

Banks and branches are A.D.T. 

protected. It is described com- 

pletely in “The Inside Story of 

Bank Protection’’—send for a 

copy—or for a representative 

who will be glad to explain 

A.D.T. Central Station service. 

=alD> 

ENVIGuIO NDS 

155_SIXTH AVENUEe - NEW YORK NY. 

very real asset in display advertising 
and will automatically become existent 
where continuity is developed. 

The tie-up of your advertising 
through its various mediums such as 
newspapers, bulletin-boards, car-cards, 
window-posters, etc., also has a psy- 
chological effect through capitalizing 
repetition. It is a fact that when an 
individual notices the same advertise- 
ment in two or more mediums he sub- 
consciously gives credit to the adver- 
tiser for being a much larger user of 

space then he actually is. This in turn 
naturally has a tendency to credit the 
advertiser with being a more impor- 
tant institution. 

As stated in the fore part of this 
article there is nothing mysterious 
about psychology —it being just plain 

common sense applied to merchandis- 
ing problems. When it is found that 
human nature en masse reacts in a 

certain definite manner under given 
conditions, it is morally certain that a 
similar reaction will result again with 
a repetition of the same circumstances. 

If the bank’s advertising man will go 

deeper than just copy, artwork and 
white space, he will find many an 

opportunity to utilize psychology that 
will have an appreciable effect upon 
the productiveness of his advertising 
and selling efforts. 

In writing to advertisers please mention The Burroughs Clearing House 
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T he Largest Banks and Trust Companies 

(Those having deposits of $100,000,000 or over on December 31, 1932) 

Name 

Chase National Bank. 

National City Bank...... 

Guaranty Trust Company...... 

Bank of America N.T. & S.A... .. 

Continental Illinois Nat'l Bank & Trust Co. 

Bankers Trust Company....... 

Central Hanover Bk. & Tr. Co. 

First National Bank. . 

First National Bank... ... 

Security-First Nat'l Bank. . 

First National Bank... .... 

Irving Trust Company. . . 

First National Bank.. 

Manufacturers Trust Co... 

Bank of the Manhattan Co. 

Chemical Bank & Trust Co. 

Philadelphia National Bank 

New York Trust Co... ... 

Cleveland Trust Company 

Mellon National Bank... 

Corn Exchange Bk. & Tr. Co. 

T he Largest Mutual Savings Banks 

Location Deposits 

.New York City . .$1,466,038,000 

.New York City 

.New York City. . 

San Francisco. 

.Chicago.... 

Los Angeles 

oT rere 

.New York City. . 

New York City. . 

New York City. . 

New York City. . 

New York City 

Philadelphia. 

New York City. . 

Cleveland. ... 

Pittsburgh... ... 

.New York City. . 

7 

New York City. . 

.New York City. . 

TI iis cries 

.. 1,299,377,000 

1,038,778,000 

698,447,000 

673,123,000 

621,867,000 

594,220,000 

550,930,000 

459,624,000 

452,777,000 

423,357,000 

418,518,000 

406,072,000 

392,213,000 

352,936,000 

324,457,000 

287,304,000 

259,886,000 

240,917,000 

219,266,000 

214,950,000 

Name 

The Pennsylvania Company...... 

American Trust Company... .. 

Union Trust Company........ 

Union Trust Company....... 

First National Bank......... 

Anglo-California Nat'l Bank... 

Marine Trust Company............ 

National Shawmut Bank........ 

First Union Trust & Savings Bank 

The San Francisco Bank... .. 

The Northern Trust Co. ... 

Fidelity Union Trust Co.. 

First Wisconsin Nat’! Bk... . . 

Guardian National Bank of Commerce 

Industrial Trust Company. . 

Brooklyn Trust Company. . 

Harris Trust & Savings Bank 

Guardian Trust Company. . 

Bank of New York & Tr. Co.. 

Mercantile-Commerce Bk and Tr. Company 

Location 

. Philadelphia 

San Francisco... . 

Cleveland... .. 

.Pittsburgh...... 

. 7 er 

San Francisco. .. : 

— 

Wells Fargo Bank and Union Trust Company. . 

Beton. 456. 

.Chicago....... 

San Francisco. 

_Chicago..... 

Newark. . 

.Milwaukee . 

Detroit... .. 

Providence. 

Brooklyn. ... 

.Chicago..... 

Cleveland... . 

New York City 

Ot. La... 

(The fifty having the largest total deposits on December 31, 1932) 

Name 

Bowery Savings Bank........ 

Emigrant Industrial Savings Bank 

Philadelphia Saving Fund Society 

Williamsburgh Savings Bank 

Central Savings Bank. ... 

Bank for Savings... . 

Dry Dock Savings Bank. . 

Dime Savings Bank of Brooklyn 

Greenwich Savings Bank 

East River Savings Bank 

Union Dime Savings Bank 

Seamen's Bank for Savings 

Boston 5c Savings Bank 

Lincoln Savings Bank 

Society for Savings...... 

Provident Institution for Savings 

Brooklyn Savings Bank 

Harlem Savings Bank 

Dollar Savings Bank. 

Hibernia Savings & Loan Society 

Franklin Savings Bank. . 

Savings Bank of Baltimore 

Buffalo Savings Bank. . . 

Erie County Savings Bank 

Howard Savings Institution 

Location 

.New York City 

New York City 

.Philadelphia, Pa. 

Brooklyn, N. Y. 

New York City 

New York City. 

.New York City 

Brooklyn, N. Y. 

New York City 

New York City 

New York City 

New York City 

Boston, Mass. 

Brooklyn, N. Y. 

Cleveland, Ohio 

Boston, Mass. 

Brooklyn, N. Y. 

New York City 

New York City 

Los Angeles, Calif. 

New York City 

Baltimore, Md. 

Buffalo, N. Y. 

Buffalo, N. Y. 

Newark, N. J. 

Deposits 

$536,798,776 

. 408,767,740 

319,284,105 

243,418,237 

. 202,499,747 

198,639,792 

197,526,431 

171,408,005 

154,059,208 

152,460,357 

139,455,601 

125,645,937 

111,774,763 

109,990,880 

107,739,219 

102,697,092 

93,352,672 

93,306,666 

90,886,928 

90,349,348 

89,924,821 

88,244,973 

87,855,977 

85,784,570 

85,727,068 

Name 

Western Saving Fund Society. . . . 

New York Savings Bank..... 

Charlestown 5c Savings Bank 

Albany Savings Bank..... 

Home Savings Bank......... 

Providence Institution tor Savings. 

Society for Savings............. 

Farmers & Mechanics Savings Bank 

Rochester Savings Bank... .. 

East New York Savings Bank. 

Suffolk Savings Bank 

WorcesterCounty InstitutionforSavings. 

Long Island City Savings Bank... 

Springfield Institution for Savings 

Washington Mutual Savings Bank 

Eutaw Savings Bank........ 

Roosevelt Savings Bank...... 

Onondaga County Savings Bank 

South Brooklyn Savings Bank 

Citizens Savings Bank....... 

Dollar Savings Bank... .. 

Green Point Savings Bank. . . . 

Greater New York Savings Bank 

Kings County Savings Bank. . 

Monroe County Savings Bank 

Location 

Philadelphia, Pa... . 

.New York City. 

.Boston, Mass... 

Albany, N. Y....... 

Boston, Mass........ 

.Providence, R. I... . 

Hartford, Conn... . . 

.Minneapolis, Minn. 

-Rochester, N. Y.. .. 

.Brooklyn, N. Y...... 

Boston, Mass... .... 

Worcester, Mass......... 

.Long Island City, N. Y. 

Springfield, Mass... . . 

Seattle, Wash...... 

Baltimore, Md.... 

Brooklyn, N. Y. 

Syracuse, N.Y... . 

.Brooklyn, N. Y...... 

.New York City... 

Pittsburgh, Pa... 

.Brooklyn, N. Y.. . . 

.Brooklyn, N. Y... 

Brooklyn, N. Y... 

-Rochester, N. 'Y......... 

San Francisco. 

Deposits 

$204,000,000 

200,932,000 

194,925,000 

175,217,000 

168,369,000 

167,072,000 

159,910,000 

159,513,000 

158,082,000 

157,074,000 

151,114,000 

149,514,000 

149,214,000 

138,831,000 

138,385,000 

113,844,000 

113,491,000 

110,045,000 

109,751,000 

104,970,000 

101,829,000 

Deposits 

. $84,243,430 

74,025,979 

73,128,672 

68,249,078 

65,514,219 

63,058,143 

62,535,810 

61,584,121 

60,428,998 

60,113,068 

56,915,744 

53,461,812 

53,319,391 

52,904,835 

51,658,234 

49,678,85/ 

49,566,932 

49,480,243 

48,715,941 

45,551,563 

45,540,099 

43,745,800 

40,882,708 

37,763,605 § 

37,576,045 
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~— Problem 

00,000 HE X Bank had an account in the wnutall Y@O a - 
32,000 name of John Smith and Mary 
25,000 | Smith, his wife, payable on the order YAU Tl ¥ 
17,000 of either, or to the survivor. A 
69.000 creditor of John Smith obtained a ae Your bank, too, can enjoy 

; judgment and served on the X Bank a is dee: ili a, 

72,00 — carnishment of the account. It was ( re in 
110,000 held that inasmuch as the account was cb ence in vault manufacture 

13,000 jointly owned, it could not be seized gi and construction that have 

182,000 under a garnishment by a judgment 58 meade the enue of TOU 
174.009 creditor of one of the parties. (Nachte- | 3x : b aati 

' gall vs. Reilly, 165 Mich. 347.) ise preeminent throughoutthe 
114,000 This is the general rule, but if it ap- Sp world. We will gladly con- 
514,000 pears that despite the joint names, the a : : 

214,000 account really belongs to the husband, pal wen yoneqpremgme 
331.00) | it is subject to garnishment by his size and type eibane —_ 
385,000 creditor. Often, for the bank’s pro- bank requires. 

: tection under local law, it is advisable 
844,000 | io require the wife in such cases to go 
491,000 through an interpleader proceeding 

045,000 before paying over the money to her 
751,000 in face of the garnishment. 

wegie Duty To Invest Trust 
829,000 Funds 

A AS trustee under a will had charge j H Bek, 

2 of a trust fund of approximately halt eee Se ke 
$3,000, which on advice of counsel he Pe tte ¥ 

left on deposit in a savings bank. This 1: a atest. ee 
lund drew interest for a time at 4 per ee ic eends . ; S 
cent, then at 3% per cent and for the a a A RY SS ge 

rest of the period at 3 per cent. ees ta < oe “Nada Bonk, New York City, 
At an audit of the trustee’s account 

by the Court at the end of fifteen years, 

— the trustee was compelled to pay a sum 

vow | Gultel pe cataser orate | WORK SAFE AND LOCK CO. 
: oy | Yeats on the trust fund, the Court 

4,025,977 | holding that he had been “supinely @ YORK, PENNSYLVANIA @ 
3,128,672 F negligent” in failing to put the money 
8,249,078 in a proper investment. It was shown MANUFACTURERS AND BUILDERS OF THE WORLD'S GREATEST VAULTS 

5.514.219 that the beneficiary of the trust was 
® ° e NEW YORK ST. LOUIS CLEVELAND HONOLULU 

3,058,143 comparatively wealthy and was not BALTIMORE SAN FRANCISCO WASHINGTON PARIS | 

2.535.810 dependent upon the income of the PHILADELPHIA HOUSTON PITTSBURGH TOKYO 
cata lund, but it was held that regardless of gratin a MONTREAL senenianateattl 

11,584,121 F her financial condition, she was en- ~ . FIRE AND BURGLAR DROOF SAFES AND CHESTS - 
0,428,998 | titled to the product of a well-secured 
0,113,068 f Investment. (Whitecar’s Estate, 147 
56,915,74 Pa. State Reports 368.) 

53 461,812 right to so apply special deposits or state where at the time a married 
—* T No Set-off Against funds deposited for particular pur- woman could not be held liable as an 
53,319,391 F Special Deposit poses. (Wagner vs. Citizens Bank and accommodation party on commercial 
52,904,835 A MADE aa special deposit in the X Trust Company, 122 Tenn. 164.) This paper. 

51,658,244 ~~ Bank of a fund to be used for a _ is particularly so where the nature of This did not enable her to escape 
49,678,851 specific purpose. The fund was defi- the deposit shows that the depositor is liability, however, because in Chemical 

49,566,932 nitely “‘ear-marked” for the particular holding the money as trustee for National Bank vs. Kellogg, 183 New 
~_""— purpose, with the knowledge of the others. York 92, it was held that inasmuch as 

49,480.20 F bank. Later, the bank undertook to the New York bank took the note in 

48,715,941 F apply this special deposit to pay off a Place Where Note Is good faith, dated and payable in New 
45,551,568 | Matured debt of A to the bank. It was Dated Controls York, without notice that the wife had 
45,540,089 | held that such a set-off could not be WHO wanted to make aloan from endorsed the note in another state, it 
3,745.80 enforced by the bank. “ya New York bank, had his wife for would be presumed that her endorse- 

6 rm Although a bank may appropriate a his accommodation endorse the note in ment was made at the place where the 
40,882,70 Customer’s general deposit to the pay- blank, the note being dated and pay- instrument was dated, namely, New 

37,763,6) F Ment of a matured debt owing to the able in New York. Actually, the wife York, and the law of that state would 

37,576,048 f bank by the customer, it has no legal endorsed the note at her residence in a__ control. 
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Adds to the returns on your present invest- 

ment in office equipment by increasing pro- 

duction while reducing fatigue and errors. 

Its scientific design assures correct posture 

with the upper part of the body free for 

efficient work. The ball bearing swivel re- 

places twisting of operator’s back. The chair 

fits any individual, being easily adjusted with- 

out tools. Formore details call our local office. 

BURROUGHS ADDING MACHINE COMPANY 

DETROIT, MICHIGAN 

BURROUGHS ADDING MACHINE OF CANADA, LIMITED, WINDSOR, ONTARIO 

In writing to advertisers please mention The Burroughs Clearing House 

THE BURROUGHS 

The Tale of a Deep Sea 

Diver 

(Continued from page 11) 

correspondence revealed that the con- 
tractor kept his account in the Royal 

Bank, not in the Bank of Commerce 

and that he had evidently got hold of 
the wrong check form. If the bank 
would request that it be presented 
to the proper bankers it would un- 
doubtedly be paid. The check, by 

this time, was on its way back but upon 
receipt it was again dispatched with all 
haste. . . no need to telegraph this time. 

ME: Osborne was most apologetic for 
the inconvenience caused the bank. 

He was assured, however, that the 
inconvenience was a trifling matter 
and made bold, thereupon, to mention 
that, in anticipation of these funds, he 
had issued several small checks, taking 

care to acquaint the payees with the 
circumstances and _ suggesting that 
they apply to the bank for confirma- 
tion. Would the bank reassure them? 
Only to the extent of stating that a 
check had been entered for collection. 
That would be sufficient. The cour- 
tesy was greatly appreciated. Could 
he rent a safe deposit box in which to 
deposit property deeds, insurance 
policies and the like? and would the 
accountant be interested in his work 
to the extent of visiting the job, say, 
on Saturday afternoon? 

Such opportunities are uncommon. 
Most assuredly he would be interested 
and a further opportunity was opened 
to extend the acquaintance of this 
friendly newcomer. By telephone, a 
few hours later, the invitation was 
expanded. A party of university men 
had engaged him for some experimen- 
tal work on Sunday morning, weather 
permitting. There would be vacant 

seats in the boat, could he join the 

there would be other ladies present. 
It might even be practicable to lower 

some of the party over the side for the 

novel experience of diving. He would 

telephone about 9:30 Sunday morning. 

And so it was agreed. 
But Sunday came and went. ‘The 

would-be guest recalled the picturesque 

lines in Drummond’s poem: 

You'll never get lost on Lac St. Pierre 
So long as you stay on the shore. 

Why had the expedition not mate- 
rialized? Could it be that Osborne’s 

story was not genuine? The question 

was soon answered. Sharp at 9 

o'clock on Monday morning the ac- 

countant’s telephone rang. It was 
Mr. Hughes of the City Harbor Com- 

mission calling to make an apology. 
Mr. Osborne, chief diver for the Com- 

mission, had requested him to tele- 

phone his regret that he had been 
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called out of town late Saturday night, 
but Mr. Hughes had mislaid the tele- 
phone number. He had already ex- 

plained the circumstances to Mr. 

Osborne and the invitation to join the 
experimental expedition still held good. 

An official invitation card would be 

mailed during the week. Mr. Osborne 
would be in himself to make further 
explanations. 

He was. It was most unfortunate 

that the trip had to be postponed, 
especially as weather conditions had 
been ideal. If they were equally good, 
the experiments would be carried out 
next Sunday. The nature of the 
research? Well, it was varied. In 
particular, under the direction of 

chemists from the university, the diver 
was to test new respiratory equipment 
which, he confided, he was none too 

keen to do, having, during his expe- 
rience, acquired a profound respect 
for the conventional air-hose and 
helmet. What-had taken him out of 
the city so unexpectedly? A govern- 
ment order for immediate departure, 
by airplane, to the scene of a canoe 
tragedy on one of the northern lakes. 
An experienced diver was required to 
recover the bodies. The morning 
papers contained details of the disaster. 
Was the check paid yet? No, but 

the time had been barely sufficient for 
return mail from the Maritime prov- 
ince. It would surely come soon. Had 
his checks been presented? Yes, and 
declined. That was satisfactory; the 
holders would wait, knowing the cir- 
cumstances as they did, and the 
definite source of payment. 

UT holders of checks don’t wait 
forever. Two weeks had already 

passed by. Osborne had barely de- 
parted when one of them appeared 
with his check. There was no money 
with which to pay it. Had Osborne 
left a check for collection? Yes, but 
it had not been paid. Was Osborne 

known to the bank? Only through his 
own introduction. Might Osborne’s 

check be left with the bank for collec- 
tion as, when and if the funds were 
forthcoming? It was left. Next day 

the contractor’s check returned .... 

unpaid. With a banker’s intuitive 

suspicion the accountant placed the 

checks side by side. Was there a 
similarity in the handwriting? 

A message was dispatched to the 
diver that his collection was unpaid 

and that he should immediately make 

provision for his own checks. Mean- 

while, other checks arrived in amounts 

ranging from five dollars to five hun- 
dred. Suspicion was on the increase 
When a telephone call rang in. “The 

National Association of Divers” was 

speaking. They were mailing a check 
to the bank for credit of Mr. William 

T. Osborne; they were sorry it had 
not been dispatched sooner as they 

understood that Mr. Osborne had been 
somewhat depending upon it. They 
hoped that the bank would honor Mr. 
Osborne’s check on the strength of it. 
The National Association of Divers! 
A trade-union-fraternal-organization, 
no doubt. They had mentioned that 
their office was in the Sterling Build- 
ing. But they had no listing in the 
telephone directory; none in the city 
directory; the Sterling Building man- 
ager knew nothing of them; the Harbor 
Commission and the big contracting 
firms had never heard of them and so 
it was not surprising that the deposit 
failed to arrive. 

The checks were lined up and com- 
pared. There was a resemblance to 
that check for $684.50. The account- 
ant took one of his men along to be his 
Doctor Watson and started for the 
construction job to inquire for one 
William Thomas Osborne, chief diver. 
He had never been heard of in that 
capacity but examination of the pay- 
rolls revealed that a month or so 
previously he had been employed as 
a “‘Mucker.” Had he ever been a 
diver? They believed he had, but not 
in their employ. 

The next call was at Osborne’s 
home. He was not in but his wife 
kindly undertook to request Mr. 
Osborne to call at the bank first thing 
in the morning; she was sure he would 
be there. The accountant was sure 
he would not. But the payee of the 
$500 was there. He, too, had been 
doing some investigating with most 
disheartening results. He took away 
his check and proceeded to police 
headquarters to tell of the house he 
had sold with a down-payment of 

$450, and of $50.00 paid to the pur- 
chaser in cash. 

* * * * 

And did the bank officer ever see 

Osborne again? Oh yes. Two tall, 

official-looking men called next day 
who evidently had heard of William 

Osborne the diver. They exhibited a 

keen interest in his business affairs, of 

which, indeed, they seemed to know 

much already. Before leaving they 

produced a colored document reading 

in part as follows: ‘These Presents, 

Therefore, are to require you to appear 

before the presiding Justice on Tuesday 

next at 10 o’clock in the forenoon, at 

the City Hall, to testify what you 

know concerning the said charge so 

made against the said accused.” 

Did the banker’s evidence convict 

the accused? No, it didn’t. In fact 

he was not called upon to testify. 

Conviction was procured on the evi- 

dence of the manager of another bank 

whereat substantially the same drama 

had been enacted only with a dif- 

ferent cast . . . . except the villain. 
Surely the way of the banker is beset 

with divers perils and experiences. 
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More Speed 

... in billing 

AO seconds work 

now done in 

Put an Egry Speed-Feed on your 
Burroughs Typewriter Billing Machine 
and watch the number of invoices 
written each hour step up. 

The Egry Speed-Feed saves the time 

now spent in inserting carbons and 
afterwards taking them out—about 
40 seconds on each form or invoice 
written. It inserts and withdraws 

carbons almost automatically . . . about 
5 seconds work. 

That means a saving of 35 seconds— 
more than a half a minute—on every 
form, a substantial saving. 

And the cost? It’s so ridiculously low 

that the use of the Egry Speed-Feed 
costs virtually nothing. 

Egry Speed-Feed has the approval of 
Burroughs Adding Machine Company. 
For more complete information write 
direct to 

THE EGRY REGISTER COMPANY 
DAYTON, OHIO, U. S. A. 

Egry Register Company Limited Egry Limited 
Toronto 2, Ontario, Canada London W. 3, England 

Sales Agencies in all principal cities of the 
United States. Distributors in rearly all 

countries of the world. 

Manufacturers of Egry Register Systems, 
Register and Continuous Forms, and Billing 

Machine Feeding Devices. 

The EGRY 

SPEED-FEED 
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for the BANK making 

HEN bankers plan changes in their accounting 

methods, they find Burroughs ready with newly de- 

veloped machines that meet the resulting conditions with 

utmost efficiency. At this time Burroughs announces a new 

machine, in a variety of styles, that simplifies and reduces 

the cost of the accounting work created by the measured 

service charge and the federal tax on checks. 

This new machine, after posting checks or deposits, 

prints the number of items deposited, the delay in clearings 

and transit items and an automatic count of checks on a 

stub part of the statement. At the end of the month the 

stub is removed and retained as the bank’s permanent 

record for computing service charges, analyzing accounts 

and calculating federal tax. In other respects the machine 

has the same features and posting advantages found in all 

the new Burroughs Bank Bookkeeping Machines. Ask our 

office for a complete demonstration. 

Burroughs Adding Machine Company 

Detroit, Michigan 
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The new machine posts, proves and journalizes in 
one operation. Automatically creates a full-width 
journal. Has front-feed carriage that permits fast, 
accurate insertion, alignment and removal of forms. 
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In Account With Richard Roe Richard Roe 

110 Main St. 110 Main St. 

Month of NOVEMBER 

DATE DEPOSITS pi Rasy, |ceaky.,| DATE Ss NEW BALANCE 

Amount Brought Forward OV 1°33 1,2 53.78% 

= 7 600= OV 133 3 70278% 
4000— NOV 333 153567: 11 75| SONW 3 "33 6 2138.45% 

— 7 000— 
6 0.0 0-— OV 7'3S 41 147145% 

= 23000— NV13% 84192 3 75NV1I3'33 435 178159% 
0V15'33 44 171314% 
V20%3 89 1,070.79% 

= 37605— 
\~ »0000— 
= 6 500— 
— 53000— 
~ 3000=— 
i 97500— 
acd 400.00— 

V22'33110 3,713.5 60D 
- NOV 22 "33 514697} 14 50 8SONDWV 223210 1433.41 % 

- N27°3115 1,07 7.74% 
- 0V29 '332 17 45185 % 

’ The machine automatically 

Seeecbenslty prnts ceaeios 
total oh thecks with the na 

balance. 

Total of this column is aggre- 
gate delay on clearings iterns. 

i Ver of this column, multi- 
plied by average number of days 
for transit items, furniches 

aggregate transit delay. 

| 

Total of this column is total of 
iterns deposited. 

case 

Burroughs 



Thirty-two 

® ® 
LETTERS « + 

(Continued from page 1) 

Please Come Over Quick! 

Sirs: I am enclosing a copy of a letter 
we received this morning that I think is too 
good to keep. 

“Frinds, I dont Like to ast my dad to 
sine this note. His nane On a note ant 
Like it yousted to be. she deded the plase 
to us Childron about tow years ago and the 
town propretty belonged to my mother. 
my Wife and me will sine it if it is not all 
right send it back and I will get plenty of 
security in..... O. Iam very bissy or i 
would have came over. 

Yours Truelly, 

I’reD M. BorouGu, Assistant Cashier, 
The Hardy Banking Company, 

North Baltimore, Ohio 

oe 

The Trade Acceptance Again 

Sirs: Your January issue is especially 
“meaty” with not a line of wasteful 
wordage. Mr. Cousins’ article on the trade 
acceptance impressed me as being particu- 
larly timely and also quite usefully informa- 
tive, even though one might think that 
everything to be known about trade 
acceptances is already common knowledge. 
There is considerable need for emphatic 
reminders of the true function and character 
of this instrument. On page seven of the 
January issue of The Burroughs Clearing 
House Mr. Cousins does an _ especially 
needful service in presenting such a re- 
minder as regards the wrong use of the 
acceptance for renewal of a past due 
account or for payment of an account just 
becoming due instead of issuing acceptance 
at time of shipment. If I understand the 
proper limitations of the trade acceptance 
correctly, it is also illegal to make the due 
date more than ninety days from issue 
date—a practice quite frequently followed. 
Would it not be practicable and proper to 
have acceptance forms printed to include 
some note of the legal limitations regarding 
its use? I was pleased to note an announce- 
ment of an article to appear in the February 
issue of The Burroughs Clearing House by 
Mr. John J. Anton on the Service Charge— 
a subject that has not by any means been 
exhausted in spite of the volumes written 
on it pro and con. 

S. Rem WARREN, 
300 N. Maple Ave., Lansdowne, Pa. 
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Let the Chips Fall Where 

They May 

Sirs: In your December issue of The 
Burroughs Charing House, on page 15, I 
was much impressed with the insert on 
“Whittling.” 

I have revised this insert to a small 
extent and would like to say that we have 
had wonderful results from it, as well as 
numerous requests for copies. 

E. W. Cox, Cashier, 
First and Citizens Bank and Trust 

Company, Monterey, Virginia 
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Did You Get It, Mr. Garner? 

Sirs: Would you mind sending a 
copy of your January issue, especially 
marking, “Attention for page 21” and the 

second article pertaining to the R. F. C. 
borrowers, to our Vice-president-elect, 
J. Garner, House of Representatives, 
Washington, D. C. 

Special Legislation is due to come up on 
Wednesday, January 25th, and if this 
excellent argument could be placed in his 
hands before said date, you will be doing a 
lot of good for the country. 
Joun C. STEVENS, Vice-pres. and Cashier, 

Glen Rock National Bank, 
Glen Rock, New Jersey 

¢¢ 

Twice in the Same Place 

Sirs: On page twenty-seven of the 
January issue of The Burroughs Clearing 
House there is an article on a stop-payment. 

The decision seems fair nih. but in 
the third paragraph it says the stop-pay- 
ment is ineffective “Because the crediting 
of the check in B’s pass book is payment 
just as much as if B had actually received 
the money at the time he presented the 
check.” 

It seems to me this could be interpreted 
to mean that every deposited check must 
be examined to see if any stop-payment 
order has been issued against it before the 
deposit could be entered in the pass book. 
In other words, regardless of whether the 
stop-payment order was received before 
or after the check was deposited, entering 
the deposit in the pass book would auto- 
pened nes act as a payment of the check 
and the stop-payment order would be 
ineffective. 

S. K. Litre, Auditor, 
The National Bank of Commerce and Trust 

Company, Providence, R. I. 

Sirs: I notice in your January 1933 
issue a brief article “A Stop Pay Quirk,” 
which I do not quite understand. The way 
I interpret your article is that a bank has 
no comeback on their depositors after they 
have signed a deposit slip for checks 
deposited. I cannot determine just where 
the bank comes in as you well know that a 
teller cannot bear in mind just how many 
checks he takes on each person’s accounts 
and therefore at the close of the day’s 
business there may be several checks on 
one man’s account, of which only one or 
two may be good. 

I am enclosing a copy of our deposit 
tickets, which you will notice plainly states 
that any items drawn on our bank may 
be charged back at the close of the day’s 
business if not good. Will you kindly 
advise me or have the author of this article 
advise me just how the Courts could hold 
us responsible for any such items. 

If this is Law we are anxious to know it 
before it is too late. 
Thanking you and assuring you that we 

enjoy reading your magazine, we are 
EpWARD FortTNER, Cashier, 

The Bank of Spruce Pine, 
Spruce Pine, N. C. 

o¢ 

Mr. Rosenberg’s Reply: 

Several banks have made inquiry con- 
cerning the rule of law laid down in the 
article, “‘A Stop Pay Quirk” in the January, 
1933, issue. A case was given in which one 
depositor drew his check to the order of 
another depositor of the same bank, who 
thereupon deposited the check for credit 
to his account in the drawee bank, the 
deposit having been entered in his pass 

book. Thereafter on the same day a stop 
payment order was delivered to the bank. 

The rule of law applied by the Court in 
this case was that the acceptance of the 
check for credit to the payee’s account in 
the same bank was as irrevocable as if the 
check had been paid in cash and the stop 
order was, therefore, ineffective. 

This rule seems to be supported by the 
majority of the Courts where the question 
has been raised. 

One banker suggests that this rule of 
law makes it incumbent upon a depository 
bank to examine all checks on itself offered 
for deposit to determine whether or not a 
stop payment order is outstanding. It is 
well settled law that the payment in cash 
of a check to a bona fide holder is irrey- 
ocable even though a stop payment order be 
outstanding at the time; and the rule of law 
holding that the acceptance of the check 
for deposit in the same bank is equally 
irrevocable, is apparently based on th: 
sound reason that the payee of a check wh 
deposits it in the same bank for credit to 
his account should not be in a worse posi- 
tion than the person who comes in anc 
cashes the check. Some Courts have eve: 
held that where a bank credits in a deposi- 
tor’s pass book a check drawn on itself, the 
credit can not thereafter be cancelled eve: 
though the check turns out to be an ov 
draft on the drawer’s account. 

CuHarRLes R. ROSENBERG, JR., 
Media. Pennsylvani 
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For “Directors Who Direct 

Sirs: Your kind favor of Decembe: 
23rd sending eight additional copies of the 
December issue of The Burroughs Clearing 
House was not answered sooner due to 
expected replies from our various Directors 
which we regret to report is not complete 
to date. 

After our next Directors’ meeting | will 
know definitely which Directors will be 
interested in receiving and reading your 
excellent publication which knowledge will 
be communicated promptly to you. 

High praise has already come forth about 
your magazine and it should be gratifying 
for you to know that it is fulfilling a great 
need. 
Joun C. STEVENS, Vice-pres. and Cashier, 

Glen Rock National Bank, 
Glen Rock, New Jersey 

Protection from Daylight 

Holdups 

(Continued from page 16) 

electrically without 

stopped. 
Fortunately, the insurance under- 

writers are keeping very much on their 
toes. Banks that are using tear-gas 
protection are advised to change the 
gas every two years. No doubt 
adequate supervision is maintained so 
that as fast as new developments 
originate they are brought to the atten- 

tion of banks having this type ol 

protection. 
But how about the hundreds and 

hundreds of banks who have little 
more in the way of protection today 
than they had when crooks rode horse- 

back and nearly all the world was 
honest? When bank holdups cease to 
be less easy and less profitable there'll 

be that many less of them. 

being seen or 
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