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BANK of AMERICA 

NATIONAL TRUST & SAVINGS ASSOCIATION 

MEMBER SS 
FEDERAL RESERVE 
egg a 

MAIN OFFICES IN THE TWO RESERVE CITIES OF 

CALIFORNIA 

SAN FRANCISCO—No. 1 Powell Street LOS ANGELES—660 So. Spring Street 

Combined Condensed Statement of the Bank of America, N. T. & S. A., and 

Bank of America (a California State Bank )—Identical in Management 

DECEMBER 30, 1933 

Cash in Vault and in Federal Reserve 
Bank 

Due from Banks : 

United States Government Securities 

State, County and Municipal Bonds 

Other Bonds and Securities 

Stock in Federal Reserve Bank 

Loans and Discounts. - & 2 

Accrued Interest and Accounts Re- 

ceivable . ; 

Bank Premises, Furniture, Fixtures 
and Safe Deposit Vaults. 415 Bank- 
ing Offices in 248 California Com- 

munities . a we % 

Other Real Estate Owned 

Customers’ Liability on Account of 
Letters of Credit, Acceptances and 
Endorsed Bills 

Other Resources 

Total Resources . 

Capital 

Surplus . 

Undivided Profits 

Reserves ee © wee we me 4 

Reserve for Quarterly Dividend pay- 
able January 2, 1934 

Circulation . y me 

Rediscounts and Bills Payable 

Liability for Letters of Credit and as 
Acceptor, Endorser or Maker on 
Acceptances and Foreign Bills 

‘ Commercial 
Deposits) _ . 

Savings . 

Total Liabilities . 

RESOURCES 

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

$38,423,925.61 

57,054, 164.21 

214,959,229.98 

80,751,692.68 

12,674,073.20 

2,700,000.00 

458,693,566.39 

9,720,933.85 

36,664,488.94 

7,011,731.91 

Bank of America 
A California State Bank 

$1,983 ,469.44 

9,026,587.70 

11,075,051.09 

10,791,034.09 

4,094,948.32 

None 

24,985 ,378.43 

35,787.87 

2,349,729.97 

272,141.11 

20,690,511.03 5,100.00 

1,657,520.00 55.221.06 

$941,001 ,837.80 $64,674,449.08 

LIABILITIES 

$50,000,000.00 $4,000,000.00 

35,000,000.00 1,600,000,00 

14,591,604.67 584,441.27 

6,355 668.37 225,685.76 

750,000.00 25,000.00 

45,500,000.00 None 

None None 

20,986,918.90 5,100.00 

193,330,982.29 15,591,616.66 

574,486,663.57 42,642,605.39 

$941 001,837.80 $64,674,449.08 

COMBINED 

$106,488, 146.96 

334,346,029.36 

2,700,000.00 

483,678,944.82 

9,756,721.72 

39,014,218.91 

7 283,873.02 

20,695 611.03 

1,712,741.06 

$1,005,676,286.88 

$112,357,400.07 

775,000.00 

45,500,000.00 

None 

20,992,018.90 

____ 826,051,867.91 

~—$1,005,676,286.88 

THIS STATEMENT INCLUDES THE FIGURES OF THE LONDON, ENGLAND, OFFICE OF BANK OF AMERICA N. T. & S. A. 
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One 

-LETTERS- 

A Real Help on Service Charges 

Strs: I wanted to drop this line to tell you how very inter- 
esting we find your monthly magazine and to let you know I took 
the liberty of sending the November issue to the members of our 
_xecutive Committee so that they might familiarize themselves 
with the very excellent article on “Service Charges.” I know they 
found it a real help in coming to a decision regarding our current 
code. 

Wo. Futton Kurtz, Vice-president, _ 
The Pennsylvania Company for Insurances on Lives 

and Granting Annuities, Philadelphia, Penna. 

° + 

Yow ll Find It Unusually Interesting 

Sirs: This time of year when banks are giving consideration 
to the form of their annual reports makes especially timely our 
newly-published survey, “Annual Reports to Stockholders of 
Panking Institutions.”” We hope you will find this both interesting 
and helpful. 

The trend of reports made by the banks of the country is 
toward a broadening of their annual statements to include more 
detailed information of their business transactions and a clear 
exposition of general economic conditions. This step has been 
influenced largely by the Federal Reserve Board in the standards 
set for reports from member banks and by the growing number of 
|stockholders in these financial institutions, which has increased 
to the point where one New York institution has 85,000 registered 

| stockholders. 
We shall be pleased, of course, to supply copies of the report 

to any of your readers who may wish to have them. 

WitiiAM J. BARRETT, Manager, 
Policyholders Service Bureau. 

Metropolitan Life Insurance Company 

Editor’s Note: This is a forty-three page survey that bankers will find both 
informative and helpful. It contains comparative material on bank statements, 
operating data, statistical information, charts, etc. Requests for gratis copies of the 
survey may be addressed to: The Editor, The Burroughs Clearing House, Second 
Boulevard and Burroughs Avenue, Detroit, Michigan. 

t 7 

The Keynote Is Service 

Sirs: I have read with considerable interest, your article on 
“Advertising N R A Charges to the Public” which appears in the 
January issue of The Burroughs Clearing House and it is so vastly 
superior to any advertising I have so far seen that there is no 
comparison. 

For your information, I have been analyzing banks and install- 
ing Service Charges for some years and have been trying to 
impress upon bankers the very points you stress here, namely that 
in advertising, banks should emphasize “Service” and minimize 
“Cost” but these are the first advertisements I have seen which 
| follow this basic principle. 

As a rule, bank advertising has looked at the matter from the 
banker’s standpoint and shown such things as the travel of a check 

| and the work that a bank has to do on every check that is issued. 
Banks do not seem to realize that the public does not care how 
much work the bank has to do on a check. All the public is 
interested in is how much service they get out of a check and your 
article tells the story in the best way I have had the privilege to see. 

E. S. Woo.Ley, Cameron and Company, 
Chicago, Illinois 

° ¢ 

A Deep and Profound Mystery 

Sins: Many bankers are waking up to the fact that patrons 
have been kept in a deep, profound mystery about the elements of a 
bank’s resources which constitute the safety of depositors’ money. 
For a number of years we have written individual letters explaining 
our methods of business and the security which we held for 
eotection of depositors. More than a year ago, we framed and 
ad our printer prepare a complete letter which we mailed out 

With statements and which we handed out at the window. I do 
hot have any doubt that this preparation of the minds of our 
patrons had a large influence upon our business and our ability 
to remain open, right here in the center of a territory that formerly 
had twelve banks but now has only three open without restrictions. 

Roy W. Reep, Active Vice-president, 
Bank of Crocker, Crocker, Missouri 

(he Burroughs 

Clearing House 

Henry J. Boone, Editor 
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Interpreting the New Deal 

Sirs: The American Institute of Banking has just published 
a book entitled “Banking and the New Deal.” (American 
Institute of Banking, 22 East 40 Street, New York. 240 pp. $1.50.) 

Included in the material is a discussion of the New Deal 
philosophy and of the philosophical aspects of the different acts 
passed by Congress since the new Administration came into 
power, with particular application to the banking profession. 

RicHarD W. Hit, National Secretary, 
American Institute of Banking, New York City 

2 e 

Even a Cigar Company Was Interested 

Sirs: I thought you might be interested to know how much 
interest was aroused by the article, ““Personal Loans for Liquidat- 
ing Store Accounts,” in the December issue. It has kept us busy 
answering inquiries and mailing samples of forms. Besides letters 
from banks, we have received inquiries from an advertising man, 
an industrial bank, two loan companies, and a cigar company. 
And the letters are still coming in. 

R. E. Doan, Director of Public Relations, 
The Denver National Bank, Denver, Colorado 



KANSAS CITY OR KENNEBUNK PORT | 

—Kelvinator Water Coolers are a SOUND 

and PROFITABLE INVESTMENT! 

N a bank in Kennebunk Port, Maine, or in the beautiful building of ~ 

the Kansas City Power & Light Company, Kelvinator water cooling) ” 

equipment represents a sound, profitable investment— one that builds! ” 

good will with customers and contributes materially to the health 

and efficiency of employees. 

Low first cost—low operating cost—and low maintenance cost—' 

combine to make Kelvinator equipment, whether it is a self-contained 

cooler for the individual office or a multiple system for a building or 

factory, the most economical on the market. 

On the left is the Kansas City Power & Light Company build’ j 

ing in Kansas City, one of many fine buildings from coast to coast 

in which Kelvinator equipment is used. This building was de j 

signed by the well known architects, Hoit, Price & Baines of Kansas ~ x 

City, and is one of the finest buildings in the west. 

On the right is the Kelvinator Pres- P| 

sure Type Cooler, the last word in it 

efficient, trouble-free, economical 

water cooling equipment. 

Before you buy—be sure to investigate 

Kelvinator. You will find the correct 

equipment for your needs, regardless 

of how large or small they are. Call 

on the Kelvinator dealer in your city | 

or write us direct. ... KELVINATOR . 

CORPORATION, 14250 Plymouth te 

Road, Detroit, Michigan. Fac- | | ¥ 

tories also in London, Ontario, L : 

and London, England. 0s) ——————— h 1 
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In writing to advertisers please mention The Burroughs Clearing House 
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‘‘What about Profits?’’ The author, at the right, spent 
six days asking bankers this question. The answers he 
received will interest city and country bankers alike 

: Statements. 

A Prorrr Survey 

in Mid-West Banks 

by ARTHUR 
HAT are country banks doing 
to increase profits? Early 

Monday we went to find out. 
Thirty-five miles through cold December rain brought us 
to The First National Bank of Elgin, Illinois, and to George 
W. Glos, cashier. 

“That is the biggest problem of every country banker 
today,” Mr. Glos declared. “If he does not find the answer, 

he will eventually be in trouble. Look at this statement.” 

The folder showed the allied First National Bank and 

Elgin City Banking Company with combined deposits 
| $4,228,000, overnight quick assets well over $4,000,000. 
“We could pay off all but $200,000 of our deposit liability 
by tomorrow noon if we had to start liquidating today. 
There would be more than $1,000,000 of our capital with 

| which to pay off the remainder. From the depositor’s stand- 
point a pretty set-up, but what about the stockholders? 

Of course we can’t make an adequate profit on those 

Nor have we turned away a single desirable 
loan. But until business has a sufficient upturn there is 

VAN VLISSINGEN, Jr. 
bound to be a shortage of self-liquidat- 
ing loans to people who can show 

satisfactory statements.” 
‘““Can’t you invest some of your excess cash to get a 

return?” 

“‘We think we are better off to carry the cash,” he 
answered. “There are times to make money, and times 
when it is better not to try. Right now the risks are 
greater than the possible profit is worth. When general 
business gets better it will be time to make profits. If it 
takes too long in coming, then a bank like ours can be 

liquidated and leave something over for the stockholders.” 

WENTY miles out Illinois 5to Union. O.H. Schuette, 
cashier, State Bank of Union, is notarizing automobile 

applications. No, his problem is not to keep his money 
busy but how to meet his community’s legitimate needs 
with examiners demanding an unusually high ratio of 

liquidity. He has plenty of dairy and feeder cattle loans 
to yield a fair return on his deposits. He only wishes that 



Four 

conditions would permit him to loan 
down to 25 per cent liquidity. We 
said our farewells and started up the 
road. 

Within five minutes we drew up 
before the Marengo State Bank. G. A. 
Larsen, cashier, quickly extended an 
invitation inside the bullet-proof glass. 
This bank’s overnight liquidity is 
60 per cent of its $350,000 total 
deposits. When other banks went on 
a restricted basis back in 1932, the 
Marengo State Bank refused to do so. 
And when bank runs _hereabouts 
became everyday phenomena, its de- 
posits did not shrink but have steadily 
increased throughout the depression — 
testimony that a really sound bank 
may be appreciated by the home folks. 

Marengo, like every other town 
visited this day, is in the Chicago whole 
milk shed. Like most metropolitan 
milk districts, there is considerable 
inequality in income among farmers, 
with consequent distress among the 
less fortunate. 

““We don’t know the answer to earn- 

ing a profit,” confessed Mr. Larsen. 

“We are bewildered, and that seems 

common to almost all bankers. Things 

are happening so rapidly that we can- 

not keep up with them, and most of 

the changes make it just so much 

harder to turn a profit. We have 

surplus funds we should like to loan, 
but the right kind of loans are scarce. 

Many a farmer has overspent, not 

alone on his living expenses but also 

on other things. We make some loans 

of the self-liquidating sort to permit a 

farmer to improve his dairy equipment, 

but in general when a farmer in these 

times hasn’t the cash with which to 

buy equipment, he had better get along 
without it.” 

ig is twelve miles farther to Belvi- 
dere. By half-past twelve we are 

sitting down with Omar H. Wright, 
president of The Second National 
Bank and former president of the 
Illinois Bankers Association. ‘‘Profits?”’ 
said Mr. Wright. “Well, we’re making 

a little money, but our city has an 
unusually favorable set of conditions. 
Our largest factory is running forty 
hours a week with a full force. The 
rest have stood up well. So we have 
a volume of excellent commercial loans 
rather larger than most country banks, 
including discounted paper from 
finance companies and similar sources, 
and an amount of cattle paper. 

“‘A big influence for better profits in 
all country banks these days is the 
code with its schedule of service 
charges. It has been extremely easy 
for the country banker not to have a 
service charge plan, or if he had then 
to make a lot of exceptions. But the 

code will bring all of the banks into 
line. 

“The bankers in this county have 

proved that co-oper- 
ation yields profits — 
we work together, do 
not solicit one an- 
other’s accounts, ad- 
vertise construct- 
ively, refuse pseudo- 
advertising, are cut- 
ting interest rates to 
2 per cent on all time 
deposits, whether 
savings or C/D’s. 
More than 2 per cent 
is ridiculous nowa- 

days; we can’t earn 
2percent. But lack- 
ing co-operation, we 
might all be held to 
an excessive rate. 

‘Another source of 
profits is to be found 
occasionally by ag- 
gressively looking for 
good loans. There 
are such ways of add- 

ing to profits if a 

banker thinks hard 

enough, then does 

something about it.” 

On this cheerful 

note we left and 

drove fast for Cherry 

Valley. Here is the 
only open bank in 

Winnebago County 

outside of Rockford, 

metropolis of north- 

western Illinois. <A 

remarkable record for 

a wide place in the 

road. 

The Cherry Valley 

State Bank has had 

comparatively little 

up-and-down even at 
moratorium time, re- 
ports Frank W. 
Howe, president. 
Loans are proportion- 
ately high, better 
than 50 per cent of 
deposits, with real 
estate loans the 
largest classification. 
Mr. Howe points out 
that a bank of $152,000 deposits 
simply has to keep every cent at work, 
and every expense pared to the bone. 
One might draw the conclusion that 
the way to make profits in depressions 
is to start out during the boom times 
by so earning public confidence that 
unprofitable liquidity would never 
become necessary. 
Now into Rockford, after hours but 

early enough to make one call. At the 
Illinois National Bank & Trust Com- 

pany, Eugene Abegg, vice-president and 
cashier, welcomed even so untimely a 
visitor. This bank was organized late 
in 1931. Its founders determined to 
avoid every banking mistake that they 
knew of. They pay no interest on 

THE BURROUGHS 

Race 
Loans to farmers onaatieute the backbone of 

country bank profit-making possibilities 

Ewing Galloway 
Farm credit requirements include feeder loans, 

crop loans and farm mortgage loans 

public money and _ hypothecate 
assets for it. 

no 

- 2 J eS . 

RARE dine OS 

They set a fair service § 

charge schedule and apply it utterly | 
without exception, metered charges 00 § s 
smaller accounts and account analysis 

on larger accounts. 
service charges has yielded the bank a 

This schedule of | 

revenue at the rate of $2,500 per month | 

in 1933 and is now the code schedule 

for Rockford. Even in its first year 
the bank made a small profit and its 

October 25, 1933, 
undivided _ profits $46,485.46 — proof 

statement shows 

that even in hard times money can be 

made if a bank holds unremittingly to 
policies which practically all bankers 

CL 

B exc 

admit are fundamentally sound. “Prol- > § que 
its are increasingly hard to earn,’ § loa 
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3 by one the sources of bank revenue are 

till 

CLEARING HOUSE 

DAVENPORT, IOWA 

MEMBER FEDERAL RESERVE SYSTEM 

STATEMENT OF CONDITION SEPTEMBER 30, 1933 

DAVENPORT BANK AND TRUST COMPANY 

STATEMENT OF CONDITION 

STATE BANK 
of Rock Island, Illinois ASSETS 

Cash on Hand and in Reserve Banks............... te $3,471,885.38 
United States Government Securities(Short Term)......... 2,587,887.53 
Iowa Road and Municipal Bonds (Short Term)............ 2,085,945.16 
Commercial and Collateral Paper 

Readily Marketable. 462,062.45 
CASH ANDITS EQUIVALENT. . 
Loans and Discounts....... 
Federal Reserve Bank Stock ............-.ccccenceveeees 
Furniture and Fixtures. .......... 
Overdrafts. 

LIABILITIES 

Capital eee a ee 
Surplus and Undivided Profits. ........ J 
WIT onc 5 ce cae aes bi scaise ss : 

CONDENSED STATEMENT 
is of . ; at the Close of Business 

September 29, 1933 
OFFICERS “i Jas. M. Fletcher, Pr 

BANK OF FARMINGTON | gnc Reeves, a ALL : , pga Geo. W. Glos, er G. M. Peck, Pres. 
FARMINGTON, ILLINOIS Fred J. Wallf, A. Cash: Sumy Biack ce. 

Mortin Geybeld, A. Cash OCTOBER 25, 1933 A. J. Wilkening, A. Cash, 

RESOURCES: ‘ e i ee $153,811.53 FIRST NATIONAL BANK ELGIN CITY BANKING COMPANY Loans and Discounts “108 28 Resources Resources Overdrafts “8 Loans and Discounts $ 706,517.69 Loans and Disco:nts $ 642,821.78 
Bank Building and 12.900.00 Overdrafts - None U. S. Government Bonds 748,150.00 Equipment 7 aa U.S. Government Securities 1,070,628.22 Other Bonds - 726,796.31 Other Real Estate 5,300. Short Time & Marketable Bands 175,619.14 Banking House and Fixtures $1,782.40 
Other Resources 802.64 Banking House 54,578.44 Other Real Estate 1.00 ns us Othe t Real Estate 5,025.00 Cash and Due from Banks 455,474.78 eserve: Furniture and Fixtures 37,807.54 Other Resources 12,267.50 Cash and due er a0 Cash and Due from Banks 915,950.28 anaemia Banks , one ; _--— $2,667,293.77 U. S. Bonds 22.350. $226,430.94 $2,966,126.31 Liabilities Other Bonds 46,158.75 $226, Liabilities Capital $ 300,000.00 Total Resources - $409,346.89 Capital Stock $ 300,000.00 Surplus 100,000.00 Surplus : 2 a 100,900.00 Undivided Profits 188,678.49 LIABILITIES: bose — 73,013.21 Reserve Accounts 112,763.40 

ontingent Fun 150,563.67 Deposits 1,965,851.88 Capital $ 50,000.00 Reserve Account 30,000.00 . 
Surplus and 77.35 Circulation 50,000.00 

Undivided Profits 12,077.35 Dividends Unpaid 62.50 
Borrowed Money None Deposits 2,262,486.93 
DEPOSITS 347,269.54 —— a 

2,966 ,126.3 67,293.7 ee a $2,966,126.31 $2,667,293.77 

September 30, 1933 eects 

e RESOURCES 
$ 8,607,780.52 ioe ‘eae inks... 4,121,389.49 Bonds (Medieg S350 sates Value) 2... 1,216,944.41 18,273.10 _— (Marketable Collateral 3 201299-30 or Commercial)... |. : 71 eo 184.34 —_ Real Estate (Rock Is- eli an $12,771,627.45 Other po dd rvbencey aaa —— Real Estate and Fixtures He 125 soon 

3,242,889.14 LIABILITIE $ 600,000.00 Capital ...,.. ri $ 
heaping ass 200,000.00 ‘ _— Undivided Profits... 27" or yore (821,761. eserve for Taxes and Interest y ; fais Other Liabilities "4 Meret 15,010.98 $12,771,627.45 Bills Papble 5,50 ae ae se ard Rediscounted ars se aed 

. Non cue tee eee ee 2,726,001 an 
$3,242,889.14 

Sralement § Condition 

Combined Resources over $5,000,000,00 
ELGIN, ILLINOIS 

Typical statements of the banks that Mr. Van Vlissingen visited on the 

profit survey which he conducted 

“It seems as if one 

being closed to us, until today only 
service charges offer an unimpaired 

| Income.” 
_The banking day in these codified 
limes is much too short to suit an 

| itinerant interviewer. We _ started 
| carly to land in Beloit, Wisconsin, just 
} after opening hour. A. R. Dahms, vice- 
) President of The Beloit State Bank, 
»'eports profits difficult to come by, 
| but his institution is earning a small 
| net each half-year. “Beloit never got 
overbuilt, our plants did not expand 

» ©Xcessively,” he explains. ‘Conse- 
) quently we have gone along making 

loans every day, collecting loans every 

day. After all, loans and discounts are 
the only source of 6 per cent in these 
times. And a bank has a real obliga- 
tion to help local business make 
profits.” 

The viewpoint at the Second Na- 

tional Bank, as expounded by Russell 
V. Mason, cashier, is similar. The two 
Beloit banks work well together. 
Their officers are greatly cheered at 
the prospect of service charges. 

Now back to Rockford, and The 
Third National Bank. M. A. Kjellgren, 
vice-president, despairs of any immedi- 
ate prospect for profits except the 
addition to income brought by the code 
schedule. “It looks to me,” he 
admitted, ‘“‘as if they have the banker: 
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out on a long limb and are busily saw- 
ing between him and the tree. The 
recent drop in government bond prices 
is just about the last fibre parted. All 
the old kinds of income have now 
vanished, and we have to find new 
kinds through charging customers.” 

OW to the Swedish-American and a 
talk with Harrison A. Taylor, trust 

officer. This bank is more than 50 per 
cent liquid in cash and governments, 
not from choice but from necessity. 
And the income is insufficient to yield 
much of a profit. Mr. Taylor was 

checking over the first few days’ com- 
putations on the new Rockford sched- 
ule of charges. This sample indicates 
a substantial figure, but somewhat 
below advance estimates. To the two 
Rockford banks which have not pre- 
viously been using so heavy a set of 
charges, they are a ray of sunshine in a 
none too profitable world —if only the 
blamed thing works out as advertised! 

A sandwich and a bottle of three- 

point-two, then a fruitless search for 
the Rockford end of the road to Still- 
man Valley. The Stillman Valley bank 
is better known than the road. The 
town’s population posted by the road- 
side is 340. Its deposits of $325,000 
figure out just below $1,000 per 
capita. “(New York and Chicago 
papers please copy.) 

F. C. Baker, vice-president, and Tom 

Gibbs, assistant cashier, would like to 
know how other banks are making 
profits nowadays. They hunt around 
for a copy of their September state- 
ment until they recall that to save 
expenses they did not have it printed. 
An example of how closely country 
bankers are watching expense items. 

The loans on real estate on their 
June 30 statement look big to a city- 
bred eye, $120,000 or 37 per cent of 
deposits. They point out their view. 
First, in less than six months that item 

has dropped below $85,000. Second, 
it is on good farm lands, and there is 
still enough income power in a good 
farm to keep it from being a dead 

weight if anybody has to foreclose. 

As for foreclosures, look at other real 

estate on the statement, $3,500 or less 

than half the figure for banking house 

and fixtures. The reason why farm 

loans are being so rapidly paid off is, 

of course, federal land bank loans plus 

commissioner loans. The farmer saves 

in interest rate, the bank gets cur- 

rency instead of a lien on a farm. 

“What else can the country banker 

do with his funds but loan on real 

estate to get an income?’”’ demanded 

Mr. Baker. “There are practically no 

business loans in town. We have just 

a limited volume of feeder loans in this 

district, and just a very few dairy 

cattle loans. Counter loans are in 
demand, but few can qualify. The 
banker must earn enough (See page 25) 
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Hearing on Service Charges by NRA 

Postponed to February 15 

Fair trade practice rules for banks which were to have 
been effective on January 1 were held up for further 

consideration by National Recovery Administrator Hugh 
S. Johnson. A postponement was ordered by General 
Johnson after he discovered that a standard set of rules 
had gone out to the various clearing house groups without 
his knowledge. On the assumption that these rules had 
been approved by the National Recovery Administration, 
rules of a similar character were adopted in various 
localities as provided by the bankers’ code. The first that 
General Johnson knew about it was when he read in the 

newspapers the rules adopted by New York City banks 
and received protests against the service charges proposed 
therein. 

Fundamental questions have been raised as a result 
of General Johnson’s action. The extent to which the 
banks shall carry certain classes of accounts at a loss and 

the possible effect of the charges proposed upon the volume 
of bank deposits are among these questions. 

The bank code situation had been in general charge of 
A. D. Whiteside, division administrator of the N R A and 
General Johnson’s representative on the banking code 
committee. In immediate charge was Cary M. Weisiger, 
Jr., deputy administrator, who was dismissed by General 
Johnson in the controversy over the matter. 

A hearing will take place on February 15, at which 
time inquiry will be publicly carried on to determine the 
method of the analysis and the charges which should be 
adopted to comply with the provisions of the code. The 
final date for filing proposed rules with the N R A was 
postponed to February 1. 

Government Price for Silver 

Fixed on 16 to 1 Ratio 

Even before Congress convened silver was established 
more firmly in the monetary system of the country by 

action of President Roosevelt under the Thomas inflation 
amendment. Formation of a bloc of Senators to fight 
for bimetallism made it a certainty that silver would 
figure conspicuously in monetary discussions during 
the session. 

The order issued by the President is in a sense an 
entering wedge for bimetallism. While its effect is not 
precisely what is understood as bimetallism the action 

was taken under authority granted to the President in the | 

Thomas amendment to fix the ratio of weight between the ~ 
silver and the dollar and to provide for unlimited coinage 
at this ratio. 

In his order the President maintained the weight © 
ratio of existing law, which is approximately 16 to 1, and” 
provided for unlimited coinage of newly mined domestic 
silver at this ratio but with a 50 per cent deduction for 7 
seigniorage and for services performed. At a ratio of 
16 to 1 the silver is worth $1.29 an ounce, based on the 
statutory gold price of $20.67 an ounce. With a 50 per 

cent deduction the silver becomes worth 64% cents an 
ounce. In effect therefore the government pays 64% 
cents an ounce for the domestic mine production, which 7 

Silver dollars are) 
coined from half the silver brought in and delivered to” 

the producers, the other half of the silver being retained © 

amounts to about 24,000,000 ounces. 

as bullion in the mints. 
The executive order was designed to ratify the agree- 

ment of the London economic conference under which the 
United States as one of the silver producing countries 
undertook to remove from the market by absorption in 
the monetary system or otherwise 24,000,000 ounces of 

silver annually for four years. 

Banks Hope for Modification 

of Permanent Insurance Plan 

With nationwide bank deposit insurance in effect its | 
operation is being closely watched with a view to possible | 
modifications in the permanent plan in advance of its 

effective date, July 1. 
The temporary insurance, effective January 1 with 

100 per cent protection for all deposits up to $2,500, | 
covered a total of 13,423 banks, including 6,033 member 

banks of the Federal Reserve System and 7,390 non- 
member state banks. The member banks came under the 

protection of the fund automatically while the non- 
member banks required examination. About 720 non- 
member state banks remained outside the insurance 

system, only 141 of them being turned down by the 
federal deposit insurance corporation. A year ago about 

18,000 banks were in operation. 
Influential banking interests would like Congress t0 

amend the banking act of 1933 so as to make the permanent 

insurance plan conform more closely to the temporary 
scheme. Under the permanent plan as it now stands 0 
the law the method of assessment of the banks is mort 
burdensome and there is a graduated scale under which 4 
different percentage of deposits is insured in the case of 
different amounts. Deposits up to $10,000 would be ; 
insured 100 per cent; amounts in excess of $10,000 and up 
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> to $50,000, 75 per cent; and amounts in excess of $50,000, 

+ i 
= 8 ro ™~ 

50 per cent. 
The federal deposit insurance corporation had im- 

mediately available a total of $327,000,000 when it began 
operations. This included $150,000,000 from the Treasury, 
$140,000,000, representing half of the surplus of Federal 
Reserve banks and $37,000,000 in assessements from 

banks. During the six months of the life of the temporary 
insurance fund the banks must subscribe one-half of 1 
per cent of the amount of the insurable deposits, paying 
half in cash at the outset, the balance being subject to call. 
At the end of the temporary period they receive a refund, 

assuming the fund is not depleted by losses. In the 
permanent fund the banks must buy Class A stock in the 
corporation in an amount equal to one-half of 1 per cent 

| of their time and demand deposits. They also are subject 
to additional assessment. The permanent insurance fund 
is expected to amount to about $500,000,000 in addition to 
which the corporation may borrow up to three times the 
amount of the initial capital. 

Farm Credit Administration Loans 

Totaled $734,000,000 in 1933 

In the year 1933 the institutions under the farm credit 
administration loaned approximately $734,000,000. 

Of this sum $215,000,000 consisted of farm mortgage 
loans of the federal land banks and the second mortgage 
loans of the land bank commissioner. Loans of the 
federal intermediate credit banks amounted to about 

$171,000,000. Other amounts include $217,000,000 by 
the regional agricultural credit corporations, $57,000,000 
of seed and crop loans, originally under the Department 
of Agriculture, $47,000,000 from the revolving fund of the 
old farm board and $27,000,000 by the new central and 
regional banks for co-operatives. 

Loans of the production credit associations under the 
hew production credit corporations were made through 
the intermediate credit banks. 

National Bank Deposits Showed 

Increase From June to October 

Deposits of national banks on October 25, the date 
of a call for statements of condition as announced at the 
end of the year, amounted to $17,055,208,000, an increase 
of $281,093,000 since June 30. 

There were 5,057 licensed national banks on the day 
ofthe call. Their total assets amounted to $21,198,649,000 
M comparison with $20,860,491,000 on June 30 when 
4,902 licensed banks were in operation. 

Loans and discounts on October 25 amounted to 

$8,257,937,000, an increase of $140,965,000 since June 30. 
Investments in United States government securities were 
$4,111,645,000, an increase of $80,069,000. Other bonds 
and securities held amounting to $3,383,270,000 were 
$43,215,000 more than on June 30. 

Capital stock aggregated $1,567,526,000 in par value. 

$7,500,000,000 Federal Securities 

Carried by Reserve and Members 

Government securities representing about one-third 
of the entire public debt are being carried by Federal 
Reserve banks and member banks of the reserve system. 
The total in the hands of the reserve banks and member 
banks is about $7,500,000,000. 

Holdings of government securities by the twelve 
Federal Reserve banks have been maintained at a level 

of about $2,430,000,000 recently. This is the highest total 
since the establishment of the Reserve System. 

The holdings of member banks in ninety leading cities 
amounted to about $5,100,000,000 at the end of the year, 
the high point of 1933 having been in June with a total 
in excess of $5,300,000,000. The average throughout 

1933 was about $1,000,000,000 greater than in 1932. In 
the early part of 1932 the total was below $3,500,000,000. 

Out of the $5,100,000,000 held by member banks in 
ninety leading cities about $2,225,000,000 was in the hands 
of New York City banks. 

Purchasing Power of $1,250,000,000 

Put Into Hands of Agriculture 

Agricultural adjustment administration officials esti- 
mate that cash benefit payments of more than $800,000,000 
will be paid to farmers during the latter half of 1933 and 

the entire year 1934. This means that their income is 
increased by that much in addition to greater returns 
through higher prices on their products, marketing agree- 
ments and advances on farm commodities. 

Purchasing power amounting to more than $1,250,000,- 
000 will be put into the hands of agriculture during this 
period, including besides the cash benefits the amount 
of commodity loans and amounts expended by the govern- 

ment in the purchase of pork, butter and wheat. 

Governmental Partnership Now 

Extends to 5,000 Banks 

The United States Government is now a partner in the 
operation of more than 5,000 banks, about one-third of 
all the banks in the new deposit insurance system. A 
rush of activity on the part of the Reconstruction Finance 
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Corporation during the days just before deposit insurance 
became effective led to widespread acceptance of the 
corporation’s offer to buy stock or capital notes. On 
January 1 the total subscriptions to stock and capital notes 

amounted to more than $825,000,000. 

While Chairman Jesse H. Jones of the corporation 
announced some months ago with the approval of Presi- 
dent Roosevelt that $1,000,000,000 had been allotted for 
this purpose the new budget as submitted to Congress 
January 4 disclosed an estimate of $1,350,000,000 for the 
fiscal year 1934. This meant that the corporation expects 

that a good many more banks will take advantage of this 
opportunity to strengthen their capital structure during 
the next few months. In the closing days of December 
attention was devoted chiefly to non-member state banks 
which had to undergo examination before being allowed 
to come under the protection of the insurance fund. 

Between now and July 1, when the permanent insurance 
plan is effective, the situation with respect to member 
banks will be canvassed more carefully. 

R. F. C. Seeks to Expand Industrial 

Loans Through Mortgage Companies 

The Reconstruction Finance Corporation is seeking 
to encourage a greater use of loans through the medium 
of mortgage loan companies. These companies, with 
charter power to make loans secured by either real estate 
or chattel mortgages, form a device by which funds of the 
Reconstruction Finance Corporation can be obtained for 
industrial purposes. It is impossible for the corporation 
to make loans direct to industry but mortgage loan com- 
panies are among eligible borrowers. 

In communities where credit requirements cannot be 
met by banks the formation of a mortgage loan company 
is encouraged as a community enterprise. The Recon- 
struction Finance Corporation will make loans to such 
mortgage loan companies, when properly secured, up to 
five times their capital. The capital must be represented 
by cash or assets of sound value. 

Only about a dozen mortgage loan companies have had 

the approval of the Reconstruction Finance Corporation 
thus far. Loans through such companies in the fiscal year 
1933 amounted to $109,705,609. It is estimated that 
$200,000,000 will be used during the current fiscal year 
of 1934. 

THE BURROUGHS 

Government Faces New Problem 

of Raising $10,000,000,000 

A financing problem of major proportions during 
coming months became apparent with the disclosure iy § 
President Roosevelt’s annual budget that the government 7 

must borrow about $6,000,000,000 of new money between 7 
January 1 and June 30 in addition to $4,000,000,000 to © 
meet maturities. } 

The New Figures for the Budget 

and The Public Debt 

The budget figures as to prospective expenditure; | 

and deficits came as a shock to Congress as well as others 
who had less reason to be informed. It was shown that 
the aggregate deficit for the fiscal years 1934 and 1935 7 
would run above $9,000,000,000, assuming that Congress © 
grants the request of the President for an increase in 
previous authorizations by an amount in excess of $3,000, 

000,000. Of the prospective deficit more than $7,000,000, 7 
000 was listed for the current year. 

Out of the huge outlay for emergency purposes it is 7 
estimated that only about $2,500,000,000 will come back 7 
to the government. The public debt, which on January | 
was below $24,000,000,000, will rise according to the 

budget figures to nearly $32,000,000,000 or about $5,000,- 
000,000 above the wartime peak. 

President Withheld Comment on 

Banking and Security Legislation 

While President Roosevelt’s annual address at the 
opening of Congress was admirably calculated to rally its 
members as well as the people of the country to the support 
of the administration it failed to shed much light on the 
detailed program of legislation to be expected. 

The President’s purposes with respect to possible 

amendments to banking laws and to the securities act, 
the proposed control of stock markets and monetary 
matters were left in doubt. It is assumed that before 
Congress adjourns in May or June all of these subjects 
will be dealt with in legislation. 

Monetary legislation, it is believed, will include a 

revamping of the present system from a gold specie to 
a gold bullion basis with provision for a commodity dollar 

and with authority under which the Treasury can take 
profits resulting from a revaluation of Federal Reserve gold. | 

CURRENT COMMENT By NOTED BANKERS |: 

depositors, customers and shareholders is to pursue a con- 
servative policy, maintain an adequate degree of liquidity, 
reduce expenses, and increase reserves. 

J. H. PUELICHER, President, 
Marshall & Ilsley Bank, Milwaukee 

Bankers are not only willing but eager that business may 
again find itself in the position where bank funds may be 
freely used. The American people have always pushed for- 
ward economically and as soon as uncertainties regarding 
our monetary standard are cleared up, we have no doubt that 
the now evident returning confidence of our people will make 
them willing once again to enter into contracts that are the 
backbone of prosperous business. 

D 
ia fe 

JAMES H. PERKINS, Chairman, WALTER S. McLUCAS, President, | : 
The National City Bank of New York The National Bank of Detroit st 

In these times the obligation of a commercial bank to its We are the first bank in which the Reconstruction Finance n 
Corporation subscribed to preferred stock, thereby inaugurat- 
ing a new policy of replenishing the banking capital of the 
country, so sharply reduced by the losses of the preceding p 
period. I am fully in accord with the policy of this corpora- u 
tion in continuing to build up the cushion of banking capital C 
upon which the business of the country is conducted by 9 
further subscriptions to such stock, although I believe that 
positive steps should also be taken to attract into the banking tl 
business the private funds which are needed, both further to tl 
increase the capital margins and the lending power of the v 
banks and ultimately to retire the government’s preferred 
stock and capital notes. . . While there may be merit in the 
temporary plan for the insurance of small depositors, I must 
take this occasion to protest against the application of the 
permanent plan. 
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Keystone 

Here is a simple plan for bringing cus- 
tomers into the bank early in theday. It 
shows how bank operating and business- 
getting departments can frequently co- 
operate to the net profit of the institution 

Nine 

Wacis Trust and Savings Bank 
1882. Incorporated 1927 as N.W. Harris & Co. 

es TRUST BUILDING . 

- Bank Early— 

Banking early speeds up the collection of checks sometimes by more than 
twenty-four hours. Funds deposited are available that much earlier * 

Banking Hours 9 a.m. to 2 p.m. 
Saturday . . . 9 a.m. to 12 noon 

Savings Departinent Only 

Saturday . . . 9 a.m. to 3 p.m. 
CHICAGO 

SAVE TIME .- 

Deposit your coupons a week or ten days in advance of maturity 
and avoid the peak load on the first of the month. The coupon 
teller will receipt in your pass book under the maturity date, and 
the proceeds will be credited when due, subject to final payment 

Harris Trust and Savings Bank 
Organited as N. W. Harris & Co. 1882. Incorperated 1907 
HARRIS TRUST BUILDING . CHICAGO 

Bank Early—Save Time 

Select your banking time when there are fewer people in the bank. The table shows the percentage of 
depositors during the given periods 

9 a.m.to 10 a.m... 10% * : Saturdays 
10 a.m. to ll a.m... 13% 
is oun t32 coon... 18% 9 a.m. to 10 a.m. . . 19% 

12 noonto Ip.m... 20%  pyaryis Trust and Savings Bank 10 a.m. to 11 a.m. . . 29% 
1 p- m. to closing aot Orpaniond as N. W. Harris & Co. 5882. Inoprporared 1907 11 a.m. to closing &. S23 

HARRIS TRUST BUILDING . CHICAGO 

Prax Loaps 

~ Are Expensive EAK loads are always expensive. 
They are particularly expensive 
under the N R A code for banking, 

since even with the provisions for 
averaging hours of employees an ex- 
cessive peak may require more em- 

ployees than could have handled it a 
few months ago. And with bank 
profits as difficult to earn as they are 
today, even a small saving may con- 
stitute a substantial share of the bank’s 
net earnings. 

In the effort to make every move as 
productive as possible, a plan recently 
used at Harris Trust and Savings Bank, 
Chicago, is significant. It is essentially 

a hook-up of advertising and operating 
thought for the purpose of simplifying 
the operating problem. And it has been 

very successful. 
_ So far four blotters have been used 
In the campaign—whether more will 
be used depends upon the future need, 
for right now the peak situation seems 

| Wellin hand. The bank has for many 
» Years sent out a blotter in the monthly 

statement envelope. And until re- 
cently these blotters were always 
directed at ordinary advertising pur- 
poses. They solicited trust estates, 
they called attention to safe deposit 
facilities, they offered foreign exchange 
service, they often advertised the bank 
along broad institutional lines. 

"THE comptroller’s department had 
long been studying the problem of 

peak loads and planning constantly to 
level them off. Much progress had 
been made along these lines when the 
idea arose: “‘Why not do a little ad- 
vertising to our customers to show 
them the advantage of doing what we 
want them to?” The monthly blotters 
offered the obvious approach, since 
they reach exactly the people whom 

such an advertising campaign should 
reach. 

All four of the blotters used in the 

campaign stressed the idea of saving 
customers’ time. One read: “Bank 
Early —Banking early speeds up the 
collection of checks sometimes by 
more than twenty-four hours. Funds 
deposited are available that much 
earlier.” This was followed by one 
that gave the complete schedule of 
banking hours. 

The next blotter told a different 
story: “Save Time. Deposit your 
coupons a week or ten days in advance 
of maturity and avoid the peak load on 
the first of the month. The coupon 
teller will receipt in your pass book 
under the maturity date, and the pro- 

ceeds will be credited when due, sub- 
ject to final payment.” 
Now the blotter sent out went into 

more detail. It told the customer: 
“Bank Early —Save Time. Select your 
banking time when there are fewer 
people in the bank. The (See page 22) 
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Associations extend crop production and live stock loans 

Short Term Credits for 

Local credit associations fostered as 

agencies for farm production loans 

by ARTHUR CRAWFORD 

OME years ago banking interests 
might have resented governmental 
invasion of the field of production 

credits for agriculture. Under existing 
conditions the organization of an 
elaborate system of production credit 
associations under regional production 
credit corporations to take over activi- 
ties formerly handled chiefly by local 
banks has been accepted as a matter 

of course. 
Early in January more than 215 of 

the new production credit associations 
authorized by the farm credit act of 
1933 had been chartered in eighteen 
states. Eventually the total number 
may reach 1,500 or more. The produc- 
tion credit corporations, which con- 
tribute to the capital of the associ- 
ations, are in operation in the twelve 
land bank cities. When in full swing 
the associations, fortified with dis- 

counting privileges at the intermediate 
credit banks, will provide a system of 
short term agricultural credits of a 
type which has heretofore been provided 
by the government only to a very 
limited extent. 

Officials of the farm credit adminis- 
tration, under which the new produc- 
tion credit machinery is located, say 
that the new form of credit is being 
welcomed in the agricultural com- 
munities and that there is no word 
of criticism from private banking 
interests. 

Production credits have represented 
the most risky branch of agricultural 
loans and have been the last to be 
developed on a permanent basis by 
the government. It is true that 
Congress has frequently passed special 
acts for seed loans to farmers in 
drought-stricken areas but these have 

been viewed as relief measures and the 
government has suffered losses when 
crop failures have occurred. The 
special crop production loans which 
were made by the Department o | 
Agriculture are now in process oi 

liquidation in the farm credit adminis- 
tration. The regional credit cor- 
porations of the reconstruction finance 
corporation also were designed to take 

care of production credits, chiefly for” 

live stock, but were of a temporary 
character and will be gradually liqui- | 
dated by the farm credit administra- | 
tion to which they were shifted last 
spring. To a limited extent production 

credits have been available at the 
intermediate credit banks but there 

were obstacles to the organization 01 
a widespread scale of the live stock 
loan companies and agricultural credit 
associations through which such loans 

might have been obtained. Farm 
board loans were for the most part for 

marketing purposes through the C0 

operatives. 
The permanent agricultural credit 

set-up under the government prior 

1933 included long term land mortgagt 
credits through the land banks, market 
ing credits through the intermedialt 

C 

Fs ers © 

ces = oo 

— oe Oe ee - 

me & 

— 4. 



CLEARING HOUSE 

—— 

Atgricultural 

Organize for financin whree 

Production Credit upters to 
rO0du ° N 

Shrough the Credit “ton /CREDIT )) --2y 

FARM CREDIT ADMINISTRATION &. ASSOCIATION ° 
CF av “gi sas 

FARM Cre DIT A hy D, SM. Ge, SY Morgentha, | NISTRATION 
Form Circular 4 OAUCHON Cregis Governor 

Mortgage, OM Missione,. 
Production October ; oe FARM CREDIT ADMINISTRATION 
Marketing 

Loans 
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Booklets tell how to form Production Credit Associations 

AGRICULTURE 

credit banks and the farm board and 
production credits on an emergency 
basis and to a limited extent. For the 
most part the country banks have 
borne the burden of production credits. 

The need for production credits 
became acute with the spread of bank 
failures, particularly in the rural areas. 
Production credit had become so dried 
up in some agricultural counties last 
spring that as many as 20 per cent of 
the farmers were borrowing from per- 
sonal loan agencies charging from 
10 to 20 per cent interest, according to 
farm credit administration officials. 

IGURES showing the decline in the 
number of banks from July 1928 to 

July 1933 indicate the plight thousands 
of farmers found themselves in with 

respect to production credits. During 
this period the total number of com- 
mercial banks in the United States fell 

41 per cent and the total amount of 
loans and discounts dropped by 39 per 
cent. In no state was there an increase 
in the number of banks while in every 
state the volume of loans and discounts 
decreased in percentages varying from 
13 to 82. 

The minimum decline in the total 

number of commercial banks during 
the period was in the first land bank 
district, comprising the New England 
States, New York and New Jersey, 
where a decrease of 25 per cent 

occurred, loans and discounts declining 
19 per cent. 

IN the eighth district, comprising 
Iowa, South Dakota, Nebraska and 

Wyoming, the largest percentage of 

commercial bank suspensions occurred, 
the number of its banks decreasing by 
55 per cent. The volume of loans and 
discounts fell off 71 per cent. It meant 
that in this agricultural area every 
other bank suspended operation. 

Short term agricultural financing 

thus was hard hit. It became neces- 
sary that the government step in. 

On the basis of a shrinkage of about 

40 per cent in loans and discounts of 
commercial banks since 1928 the farm 
credit authorities estimate that short 
term loans to farmers have fallen off 
by this much or more. A 40 per cent 
decrease, it is figured by farm credit 
administration officials, means that as 
much as $1,200,000,000 is no longer 
available for agricultural production 
purposes. 

Commissioner S. M. Garwood 

It is to meet this situation that the 
production credit system is being 
organized. It will make credit avail- 
able to farmers for general agricultural 
purposes, including the producing and 
harvesting of crops, breeding, raising 
and fattening of live stock, production 
of poultry and live stock products. 

Loans will be made in each of the 



Twelve 

twelve districts of the farm credit 
administration through the combined 
action of production credit associ- 
ations, a regional production credit 
corporation and the federal inter- 
mediate credit bank. The production 
credit associations are organizations of 
local borrowers serving a local territory 
generally consisting of several counties. 

Such associations endorse and discount 
farmers’ notes with the federal inter- 
mediate bank. The regional produc- 
tion credit corporation, one in each 
land bank district, helps organize 
production credit associations, provides 
part of their capital and supervises 
their operation. 

Each of the twelve production credit 
corporations has been capitalized at 
$7,500,000. A revolving fund is avail- 
able for this purpose out of from $70,- 
000,000 to $80,000,000 of unexpended 
balances and collections of various 
government appropriations for crop 
production loans, seed loans, etc., 
formerly under the Department of 
Agriculture, together with an appro- 
priation of $40,000,000 by Congress. 

"THE twelve production credit cor- 
porations are located at Springfield, 

Mass., Baltimore, Columbia, S. C., 
Louisville, New Orleans, St. Louis, 
St. Paul, Omaha, Wichita, Kansas, 
Houston, Texas, Berkeley, Calif., and 
Spokane, Wash., the same cities in 
which are located federal land banks, 
intermediate credit banks and regional 
co-operative banks, all under the farm 
credit administration. 

The development of the production 
credit system is farthest advanced in 
the St. Louis district, which includes 
Illinois, Missouri and Arkansas. Illinois 
is the first state to be completely 
organized for production credit pur- 

: .3 ing BE 
First—Apoly for intormation 

How to Obtain a Production 
Credit Association 

assistance necessary 
PRODUCTION credit association is an organ- ization of farmer borrowers. It is cooperative 

In nature,-and obtains money from the Federal 
intermediate credit bank to lend to farmers for articles of 
agricultural purposes, such as the producing and Governor of the F 
harvesting ob eo + the breeding, raising, and fat- tening of livestock; and the production of poultry of the assoriation 
and livestock products. 

The work of a production credit association is 
upervised by a Production Credit Corporation There are 12 of these corporations, one in each of 
the land-bank districts throughout the United 
States. All of thers are a part of the Farm Credit Administration the stockholders 

Second—Hold Educational Meeting 

The next step is to ask the corporation to send a 
representative to discuss with interested farmers the 
details of organizing an association 
ing the representative will provide the forms and to drawing up the articles of incorporation and supporting information. 
forms are then sent to the Production Credit Corpo- ration of the district. 

incorporation are forwarded to the 
arm Credit Administration in 

Washington, who may approve them as the charter 

Selecting the Officers 
At the time the articles of incorporaticn are signed, ectyieas are elected to serve as members of the 

board of directors until the first annual meeting of 
If the articles are approved, a representative from the corporation 

meets a second time with the board of directors and 

poses. The first production credit 
association in that state was organized 
at Champaign on September 12. When 
the thirty-ninth Illinois association was 
formed at Belleville on December 21 
it meant that all of the 102 counties in 

the state were covered. 
The 215 associations organized in 

eighteen states up to the beginning of 
January had a total authorized capital 
of about $19,000,000. There is no 
limit to the number of associations 
that may be chartered by the farm 
credit administration. As a general 
proposition, it is intended that there 
shall be one association for from one 
to three counties. In view of the fact 
that there are about 3,000 agricultural 
counties in the United States it is 
estimated that there may be as many 
as 1,500 of the associations. 

The associations may with the con- 
sent of the production credit corpora- 
tion be organized by ten or more 
farmers eligible to borrow. Generally 
a large number of farmers organize so 
that the entire territory and the 
various lines of agricultural and live 
stock production to be financed 
through the association is represented. 

The initial paid-in capital for the 
association is provided by the produc- 
tion credit corporation. It will sub- 

scribe to Class A stock to an amount 
approximately equal to 20 per cent of 
the estimated amount of loans to be 
made. Class A stock is non-voting and 
is preferred as to assets in case of 
liquidation but not as to dividends. 

Additional capital is provided 
through the sale to borrowers of 
another kind of stock called Class B 

stock. Each borrower is required to 
own Class B stock to a fair book value, 
not exceeding par, equal to $5 for 
every $100 or part of $100 he borrows. 

_ ye a 
Third—Sign Articles of incornoration 

of the loans to be made, 

stock, 
These $100 they borrow. 

After approval by them, the Class A stock is nonveting and is 
assets in case of liquidation. Class 

subject to a double liability. 
the two kinds af stock wi 
ay the association 

of incorporation 
subseribe for 

Additional capital is peeeitots through the sale to borrowers, of another 
At this meet- ind of stock in the association, called Class B 

Borrowers are required to own Class B stock to the extent of $5 for every $100 or part of 
ie farmer may purchase the 

stock with money borrowed from the association. 
referred as to 
stockholders vote in the local association, each member having 

1 vote, regardless of the number of shares owned. 
Both Class A and Class B shareholders participate 
equally in the distribution of dividends and are not 

The amount of capital provided through the sale o! 
l depend on the loans ma 4 

Por example, if the Production Credit Corporation estimates that the association will 
loan $100,000 to farmers, the corporation will Class A stock amounting to 26 percent 

makes possible about $5,000 of dae: Hin loans. 

THE BURROUGHS 

Regardless of the amount of Class B | 
stock the borrower owns, it entitles | 
him to only one vote at association 7 
meetings. The farmer does not have 
to purchase new stock each time he 
borrows unless the stock he owns has 
become impaired in value or he wishes 

a larger loan. Both Class A and Class 
B stockholders participate equally in 
dividend distribution and are not 

subject to any stockholders’ liability, 
The amount of capital provided 

through the sale of the two kinds of 
stock will depend on the volume of 

loans made by the association. For 
example, if the production credit cor- 
poration estimates that the association 
will loan $100,000, the corporation will 

subscribe for Class A stock amounting 
to 20 per cent of $100,000 or $20,000. 
When the association has actually 
loaned $100,000, borrowers from the 

association will have paid approxi- 
mately $5,000 for their Class B stock. 
Thus the total capital paid in to the 
association would be $25,000. 

This capital is not intended to be 
loaned to farmers, but is invested in 
approved bonds which are deposited 
with the federal intermediate credit 
bank as additional security for bor- 
rowers’ notes which the association 
discounts with the bank. The associ- 
ation can discount acceptable notes up 
to approximately five times its unim- 
paired capital and guaranty fund. 

As is the case with the other farm 

credit institutions the intention is that 
the government shall furnish the bulk 
of the capital but that the funds for 
loans shall be drawn from the invest- 
ment market. The intermediate credit 
banks, initial capital of which was 

furnished by the government, obtain 
their funds through the sale of deben- 
tures to the public. The rate of 

interest on loans made by the 
production credit associations 
cannot be more than 3 per cent 
greater than the discount rate of 

the federal intermediate credit 
bank in the district. This spread 
of 3 per cent goes to the local 

association. This income plus 
the interest earned by the bonds 

in which the capital is invested 

is used to pay current operating 

expenses, to replace any losses 

incurred, to create a reserve for 

bad and doubtful debts, and to 

build a guaranty fund equal to Apply to Corporation aids them in setting up a permanent organization. of $100,000, or $20,000. If the association actually : - é 
- At this business meeting the hoard of directors, in lnans $100,000, horrowers from the association will 25 er cent of the aid-in ca ital With the consent of the Production Credit Cor- addition to attending to “other matters, elects a armen gy and pay for $5 “the tN oe R 7a phe p p p poration in the district, 10 or more farmers eligible me oF more vice presidents, a secretary- percent o} e ame —_ they borrow. us the . . 

fo burrow may form an association tu atTve a county udopts ite by-laws, appoints two of it : ae “the, Production ‘Credit. Corporetion of the association. After the r sup of counties. Although as few as If members to act with the president us the executive s $5 060 tt =. ee ee Corporati a eligible persons may form a4 production credit or loan committee, and selects a loan ins tor or 5,000 from borrowers - 
ciicdadiins ts b Sercbin thes ofleager somber of y team commenipaen, pad eslects 0 ivan lnteorter guaranty fund has grown to 
farmers magn the articles of incorporation so that the dis apoeed af at this second busines ss meeting, the Pro- Source of L Fun Wi entire territory in which the association expects to sorti m credit association is ready to receive app!) — aon Pune 25 per cent, a dividend of not to 
operate may be represented, ations fo w loan Most of the assc ciation *s capital will not be loaned d 7 t b aid The first step in organizing an association is to All officers and employees of « production credit to farmers, but will be invested in bonds to be 
apply for pear oy mn to the » Production Credit Cc at association are sub fant to the Had wal of the Pro- deposited with the "Fat intermediate credit bank excee per cen may € Pp | 
puration serving the distric The corporativa wil duction Credit Corporation. as additional security for notes the association send such information tu in terested groups of farmers. 4 — . rediscounts with the bank. on the capital stock. Additiona 
It may also suggest that a number of educational Cc + A tati tai > 1 > vedi ontribution An association obtains money to loan by redis- meetings be held su that the functions of a production . utions to Capital Stock counting farmers’ notes with the Federal ee earnings may be used to retire ae - yr pene prior te Be The initial paid-in capital for the association fs mediate credit bank located in its district. time of signing the articles of incorporation which provided by the Production Credit Corporation Tedixcount these notes teresa ae nired sd have been prepared by the Farm Credit Adminis- lo seated in the district. It will subscribe to Class A capital and guaranty fund. 31,000 capital Class A stock held by the pro tration and serve as an application for a charter. ck in the association to the amount of 20 percent 

This shows the inside pages of the ‘‘Organize for Production Credit’’ booklet 
issued by the Farm Credit Administration 

duction credit corporation, 50 

that in time the association may 
be entirely owned and controlled 

by the borrowers. (See page 23 
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ys Ge of Public Relations 

The mechanical requirements of the 
personalized letter are rather rigid. 
A perfect match between the heading 
and the body is essential, and, above 
all, the letter must not appear 

mechanical 

* Sf 

OST of us realize that next to a 
personal call, a personal letter is 
the best possible piece of adver- 

tising. However, when we consider the 
cost of personal letters (and these days 
cost does enter into the question), we 
are often apt to pass up this form of 
advertising. 

During the last few years, the Denver 
National Bank has developed a series 
of “personalized form letters’ which 
have not only been of real value in 
selling the bank’s services, but have 
been economical in time and effort, the 
two usual heavy costs of personal 
letters. 

It is our desire to contact each new 
customer in an endeavor to sell him 
additional services; to follow up desir- 
able accounts which have closed; to 
thank customers who introduce new 

depositors; and to welcome back 
former customers who reopen their 
accounts. To do this cordially, in- 
formally and _ still economically, we 

ere desire cod protitadle. 

Thirteen 

ervice through 

Personalized 

LETTERS 

on of the eaet'sd 

you . panke to offer % aii of your will see oe wrth 

To contact new customers 

To follow desirable accounts 

To welcome former customers 

To rent deposit boxes 

have compiled a series of form letters 
which cover these various situations. 
Such a plan has accomplished its 
objectives admirably. First, these 
letters have been given attention by 
the recipient —as illustrated by many 
cordial replies received, by the reopen- 
ing of many new accounts, by the 
increased customer co-operation in 
introducing friends, and by the rental 
of many safe deposit boxes. Second, 
these form letters have speeded up our 
correspondence, since the man in 
charge of business development need 
only indicate by number the letter he 
wishes sent to the customer —instead 
of individually dictating each letter. 
Also, this plan has resulted in better 
letters, since much more time can be 

expended in writing a letter than could 
be given if a different one were to be 
dictated for each new customer or 

situation. 
The series we have worked out 

comprises ten letters and covers the 
routine situations calling for business 
development and good will corre- 

spondence between the bank and cus- 
tomer. In cases where large numbers 
of the same letter must be written 
daily (for example, the letter sent to 
all new customers) we use an electric 

by R. E. DOAN 

Director of Public Relations, 
Denver National Bank, Denver, Colorado 

typewriter. This has its advantages 
over either a mimeographed or multi- 
graphed letter; the fill-in (name, 
address and salutation) matches per- 
fectly with the body of the letter since 
the same type and ribbon are used. 
Such perfect match is absolutely neces- 
sary if we are to really make the 
letters appear personal. When letters 
are not required in quantity, ste- 
nographers can write them from their 
form letter books. The number of the 
letter desired, and the name and 
address of the person are all that is 
necessary for the stenographer. 

The copy used in our series is as 
follows: 

1. Assoon as possible after opening 
a new account, the customer receives 
the following letter: 

Dear Mr. Jones: 

We appreciate your selection of the 
Denver National Bank as the depository 
of your funds. 

It is our sincere desire to make your 
relationship with us mutually pleasant 

and profitable. Our ambition is to offer 
you an informal, highly efficient service 
which will meet all of your banking require- 
ments. 

Few people know of the many ways in 
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The Denver National Bank 

ealiahitedentaes 
Denver, Colorack 

Septender 23, 1953 

ii. John Doe, 924 Cook St, Denver, Col °. 

Dear Ur. Doe: 

Have you vieited our Safe Deposit Vault yet? 
Have you seen the great 35 ton door the burglar alers system that reacts to sound waves; the unique time saving Vault arrangement, and the countless other acdern innovations that have been brought to Denver in this Vault? 
If you haven't yet made « tour of the Vault, 1 want you to consider this letter as « cordial invitation to cane and see me the very next tine you are in the Senk, It will give ne & great deal of pleasure to personally show you the Vault, and explein ite many interesting features 

wally, 

A hese woveR Safe Deposit Departacnt 

The Denver National Bank 
morte Staves Derow ran 

Caprras ae Summvs $2$00.000.00 
Denver. Colorack> 

September 24, 1953 

itr. James Henry, P14 26th, St., Denver, Cole. 

Dear Mr. Henry: 

It te with a fooling of roeret that we note you heave closed your Savings Account. We hope, however, thet thie te but « temporary arrangesent, 
Me always like to receive new depositors, but 0 are especially glad to welcome beck former ones, and sin- corely trust that we may soon have the pleasure of cumber- 

matter to reopen your acc: 
Im the moentiae, we earnestly hope you will feel thet this is just as much your Bank as formerly, and the cordial relations wnich mare 8 prevailed are not affected in 

any way. 
I assure you that we have valued your patronage, and that it will be « pleasure for us te serve you in the future, 

phaay, 
4 ey han. 

The Denver a mal Bank 
crown 

Comyn: sme Kemewe $ 2 500,900.00 
Denver Colorade 

September 23, 1935 

Mr, Richard Koo, 2426 Curtis St., Dewrer, Cole, 

Dear Ur. Roe: 

We are always happy to see old friends return, and 90 it gives us real pleasure to know that you have reopened your Sevings account fn our Sank, 
We appreciate the confidence that you have again repased in the Denver National, and I assure you that wewill do our best to merit it. Tt will always be our siscere desire to be of real service to you. 

C *s 
Ke Araw 

RED-R rector of Public Relations 

‘ing your account has b . and you are so well ge a to us, it wii oy a very gn 

RED rector of Public Relations, 

which a modern bank may be of help to 
them, so we are enclosing one of a series of 
folders which sets forth the services which 
we are equipped to offer you. We sincerely 
hope that you will find, either in the 
enclosed folder, or in one of those that will 
follow, additional ways in which the Denver 
National Bank may be of assistance to you. 

Again I assure you of our appreciation 
of the confidence you have reposed in us, 
and of our desire to be of greater service. 

2. In cases where two people open 
accounts at the same time, and give 
the same address, we have an alternate 
new-account letter which we send to 
one of the new customers. Here is 
the alternate letter: 

Dear Mr. Smith: 

I want to thank you for selecting the 
Denver National as your bank, and to 
express a hope that our association will be 

mutually pleasant and profitable. 
Our ambition is to offer our customers an 

informal, highly efficient service that will 
meet all their banking requirements. 
However, we have found that few people 
really know of the many ways in which a 
modern bank may be of help to them, so 
we are enclosing one of a series of folders 
which sets forth the services we are 
equipped to offer you. Perhaps the 
enclosed folder, or one that will follow, may 
suggest additional ways in which the bank 
may be of help to you. 

Again I assure you of our sincere appreci- 
ation, and of our desire to be of greater 
service to you. 

Although the copy in each of these 
letters is quite similar, the fact that 
there is a difference in the wording will 

help to carry out the idea that both 
are personally dictated letters, rather 
than form, if the two new customers 
living at the same address should 
compare them. Of course, if the cus- 
tomer realizes that it is just a form 
letter that he has received, the feeling 
of cordiality and friendly interest 
which the letter is intended to create, 
is at once destroyed. 

3. Here is the letter which we send 
to a customer who has just reopened a 
previously closed account: 

Dear Mr. Jones: 

We are always happy to see old friends 
return, and so it gives us real pleasure to 
know that you have reopened your savings 
account in our bank. 

We appreciate the confidence that you 
have again reposed in the Denver National, 
and we assure you that we will do our best 
to merit it. It will always be our sincere 

desire to be of real service to you. 

4. And here’s the letter we send to 

* 5 

It is through such simple things 

as letters welcoming a new cus- 
tomer or thanking a customer for 
introducing new account that one 
bank is differentiated from another 

THE BURROUGHS 

desirable accounts that have closed: 

Dear Mr. Jones: 

It is with a feeling of regret that we 
note you have closed your savings 

account. We hope, however, that this 
is but a temporary arrangement. 

We always like to receive new deposi- 
tors, but we are especially glad to wel- 
come back former ones, and sincerely 

trust that we may soon have the | 
pleasure of numbering you among our 
customers again. Since all the pre- 

liminary work necessary for opening 
your account has been done, and you 

are so well known to us, it will be a very 
simple matter to reopen your account. 

In the meantime, we earnestly hope 

Mont gS ese aside > hse 

thie! Pate 

you will feel that this is just as much 
your bank as formerly, and the cordial 
relations which have prevailed are not 
affected in any way. 

We assure you that we value your 
patronage, and that it will be a pleasure 
for us to serve you in the future. 

It will readily be seen that such 
a letter could not very well be sent 
out indiscriminately to all closed 
accounts. It should go to only 
those the bank wishes to keep on 
its books. This letter has brought 
real results. In many cases the 
closing out of an account is but 
a “temporary arrangement,” and 
such a letter makes it almost certain 
that the customer will return to 
your bank, rather than go to an- 
other one to save embarrassment. 
Our records show a great many 
accounts reopened through this 
letter, and our files contain many 
replies to it —most of them explain- 
ing the reason for closing out at the 
time, and assuring us that they will 

return to the Denver National. 
5. Like anyone else, a customer 

who goes out of his way to do the 

bank a favor by introducing a new 
depositor, likes to have some recog- 
nition of his service. When he 

finds that his efforts are really 
appreciated by the bank, he is 
much more likely to repeat the 
effort. Here’s the first of a series 
of letters we use to thank our 

present customers for introducing 
new ones: 

Dear Mr. Jones: 

Just a note of appreciation for your 
thoughtfulness in introducing Mr. 

Richard Roe to us. 
It makes us very happy to know that 

your regard prompts such an evidence 

of your good will, and you may be 
assured that we will endeavor to justify 

it by making Mr. Roe’s connection as 

pleasant as possible to him. 

6. A record is kept, in our 

central file cards of the people 
each customer introduces. When 
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CLEARING HOUSE 

a customer introduces his second new 

account, he receives the following letter: 

Dear Mr. Jones: 
We want you to know how much we 

appreciate your bringing Mr. James Doe 

to our bank. The spirit of friendliness and 
co-operation which you have shown by 
introducing Mr. Doe and other friends to 

the Denver National has been the source 
of a great deal of pleasure to us. 
We hope we will never be found wanting 

in rendering the kind of service you would 
like to have us give your friends. 

7. The third introduction of a new 
account brings this letter: 

Dear Mr. Jones: 

We appreciate your bringing Mr. Herbert 

Smith to the Denver National. It has 
made us quite happy to note how frequently 
you have displayed your regard for the 
bank by introducing friends who desired 
to establish banking connections in Denver. 
We appreciate such marks of friendship, 
and sincerely hope that our service to you 
and to those whom you have introduced will 
continue to merit your kind regard. 

8. Upon introducing his fourth new 
customer, the depositor receives the 
following letter: 

Dear Mr. Jones: 

Once more we find occasion to thank you 
for introducing a friend—Mr. Harry Davis 
—to our bank. 

We appreciate the friendly interest you 
have taken in the Denver National, and 
the co-operation you have given us in the 
way of bringing in new customers from 

time to time. We will do all in our power 
to continue to merit the confidence and 
regard which you have evidenced toward us. 

Following introductions of new ac- 
counts by the customer are recognized 
by personally dictated letters fitting 
the occasion, or by telephone calls. 

9. Depending upon the occupation 
of the individual, and upon the amount 
of the initial deposit, certain new 
customers are selected to receive the 
following two letters setting forth the 
services of our Safe Deposit Depart- 
ment. These letters are mailed to the 
customer at intervals of two weeks: 

Dear Mr. Jones: 
Have you visited our Safe Deposit Vault 

yet? 
Have you seen the great 33-ton door; 

the burglar alarm system that reacts to 
sound waves; the unique time-saving vault 
arrangement, and the countless other 
modern innovations that have been brought 
to Denver? 

If you haven’t yet made a tour of the 
vault, I want you to consider this letter as a 

o ° 

A unique feature of this safe deposit 
letter lies in the fact that the edges 
are burned before it is mailed. This 
burning suggests instantly to the 
reader what might happen to his 

unprotected papers 

cordial invitation to come and see me the 
very next time you are in the bank. It will 
give me a great deal of pleasure personally 
to show you the vault, and to explain its 
many interesting features. 

10. If a safe deposit box has not 
been rented by the individual during 
the next two weeks, the following 
letter is sent: 

Dear Mr. Jones: 

Have you ever considered just how much 
a fire might mean in your life? 

A fire, even a small one, can destroy in a 
very few minutes, papers or securities 
representing the labor of a lifetime. 
Why not avoid this possibility right now 

before it is too late, by putting your 
valuables where fire, flood nor burglars can 
touch them—where they will really be 
SAFE. 

And, when Safety is a consideration, 

what greater protection can be found than 
the modern Safe Deposit Vault? Concrete 
and steel, armed guards, alarm systems 
and many other devices combine to make 
the modern Vault a marvel of Safety and 
Efficiency. 

And, in addition to the element of Safety, 
we have provided Convenience for our 
customers. Pleasant, well-equipped private 
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coupon rooms, large conference rooms, 
courteous attendants, a unique time-saving 
vault arrangement—in short, we have 
endeavored to make every visit to your 
box a real pleasure. 

When you consider that the loss of one 
valuable paper can cause you more expense 
than a lifetime of box rental, can you 
afford to be without a Denver National 
Safe Deposit Box? 

A unique feature of this Safe Deposit 
letter lies in the fact that the edges are 
burned before it is mailed. This 
nicely ties up with the opening 
sentence, ‘“‘Have you ever considered 
just how much a fire might mean in 
your life?” We have had a great 
many comments on this “burned 
letter“’ Better than that, we have 
rented many boxes through one or 
the other of the two letters. 

A number of the above letters are 

purely good-will advertising. How- 
ever, it is through such simple things 
as letters thanking a customer for 
introducing a new account, and letters 
welcoming a new customer to the 
bank, that one bank is differentiated 
from another. Such marks of friendli- 
ness are appreciated by customers. 

The Denver N
ational Bank 
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Sixteen THE BURROUGHS 

What Has Happened to 

Life Insurance| 

SAYS— 

company options and trusts. 

A LIFE INSURANCE PRESIDENT 

“At bottom there should be no irrecon- 

cilable competition between the life insur- 

ance companies and the trust companies. 

Our energies could more profitably be 

devoted to a co-operative effort to separate 

the cases into two classifications, insurance 

By so doing, 

we shall render the maximum benefit to 

all concerned, policyholders, beneficiaries, 

and the two groups of companies.”’ 

why less life insur- 

anceis being trusteed; 
first, there is less 
life insurance being 
written; second, the 
character of the 
insurance sold is 
changing; third, 
there is increased 
competition between 
the insurance com- 
panies and the trust 
companies for this 
decreasing volume of 
business; fourth, the 
proportion of insur- 
ance available for 
trusteeing had 
nearly reached the 

by P. P. PULLEN 

Manager Business Development, Chicago Title and Trust Company, 
Chicago 

at the outset that the insurance 
trust business is not what it 

used to be. The production curve, 
which started its rapid upward climb 
some seven years ago, reached its peak 
during 1932, and since then has 
behaved just like all other business 
curves which you see nowadays. In 
fact it has quite outdone most curves, 
and while no figures are available on 
the subject, I suspect that there is 
actually less life insurance now held in 
trust than there has been for some time. 

In other words, cancellations, lapses, 
policy loans, and maturities due to 
death are currently greater than the 
new insurance which is being trusteed. 

If we recognize this condition, we 

are then ready to take the next steps, 
first, that of determining what brought 
about this condition and, second, 
setting about to cure it. 

There are a number 

ET’S break right down and admit 

of reasons 

saturation point; 
fifth, the reputation 
of banks and trust 
companies has suf- 
fered to a_ greater 
extent during these 

turbulent times than that of insurance 
companies; sixth, many banks have 
been so occupied with their commercial 
banking troubles that they have 
neglected the development of trusts 
of all kinds; seventh, there has been 
a noticeable breakdown in the co- 
operative movement between life 
underwriters and trust companies; and, 
eighth, in their eagerness for new busi- 
ness when volume was _ considered 
necessary, many _ trust _ solicitors 
accepted new life insurance trust busi- 
ness which never had any place in a 
trust. 

ET us analyze these causes for the 
slump in life insurance trusts in order 

that we may overcome them where 
possible. 

First, compare the amount of ordi- 
nary life insurance written in a typical 

month during the past few years. 
Compare with this the increase in the 

lapse ratio of old insurance, and you 

have accounted for a large part of the 
life insurance trust business. 

Second, during the past few years 
due, of course, to financial conditions, 
there has been a marked change in the 
character of insurance written. Annu- 
ities have swung into favor, and 
annuities, obviously, do not lend them- 
selves to life insurance trusts. In 
July, 1930 (the first year in which 
annuities were reported separately), | 
annuity premium payments amounted 
to $7,047,000. In July, 1933 (the 
latest date of record), this had climbed 

to $36,407,000, a five-fold increase. 
Third, many new agents were re- 

cruited from other lines of endeavor 
who had not made a study of trusts 
and hence did not feel competent to 
recommend them. 

Fourth, since the majority of the 
larger trust companies consider life 
insurance trusts of less than $25,000 
unprofitable to handle, we may set 
that figure as a minimum for desirable 
business. Therefore, the field for life 
insurance trusts is limited to individual 
lines of insurance of that aggregate 
amount. Of the vast number of death 
claims paid in 1932 by all insurance 
companies only 491 were for $30,000 
or more. In 1931 there were only 437 
such claims paid. Since there is some- 
thing over $100,000,000,000 of insur- 
ance in force and since it was estimated 
a few years ago that $4,000,000,000 
of this was trusteed, it is evident that 
there is not a great deal of additional 

desirable business to be secured. 
Fifth, life insurance companies, in 

spite of the general moratorium on 
policy loans, suffered fewer actual 

closings than banks. 
Sixth, trust development activities 

in many banks have been greatly cul- 
tailed and in some institutions have 

been stopped entirely. This is due to 
two causes: the need for greater 

And what can be done to return 
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The production curve, which started its rapid upward climb some seven 
years ago, reached its peak in 1932, and since then has behaved just 

like all other curves which you see nowadays 

concentration on the many current 
commercial banking problems and the 

‘belief that there is no new trust busi- 

ness to be secured, so why waste time 
and money trying to develop it. 

Seventh, the great life insurance 
trust co-operative movement, which 
had been developed to a truly great 
magnitude, has suffered a_ serious 

‘collapse during the past two years. 
Eighth, the errors of judgment, both 

a on the part of the underwriter and the 
> trust company, which were committed 

in the heyday of the trust movement 
are now besetting the whole insurance 
trust field. It is common knowledge 
now that many insurance trusts were 

created which had for their only excuse 
the enthusiasm of the solicitor and 
underwriter. Life underwriters, in 
their zeal to try the new “trust 
approach,’ seemed to have the impres- 
sion that all insurance, regardless of 
amount or character, should’ be 
trusteed. And trust solicitors, eager 
to increase their totals of new business, 
and fearing to offend the underwriter 
by turning down a case, closed their 

eyes to the best interest of their cus- 
tomers. Small wonder that much of 
the life insurance trust business put 
on the books of the trust companies at 
tremendous expense is now being 
cancelled! It had no business being 
trusteed in the first place. 
Now, what, if anything, can be done 

to correct these conditions and to 
return life insurance trusts to their 
prominence in the general trust scheme 

where they belong? 

Many of the factors admittedly are 
not within our control. The amount 
of life insurance sold, the character of 
such insurance, and the lapse ratio are 
dependent entirely upon the efforts of 
the underwriters and upon the general 
nancial and economic development 
of the country. 

The saturation point we need not 

worry about. If we are able to trustee 
all or nearly all of the insurance which 
rightfully should be trusteed, we need 
have no self-recriminations. 

There are three factors, however, 
which the banks and trust companies 
can control and to which they should 
give their attention: the attitude of 
and co-operation with the life under- 
writer; the continuation of trust de- 
velopment efforts through bad times 
as well as good; the careful selection of 
life insurance trust business, which, 
after close analysis and study of the 
needs of the beneficiaries, indicate 
maximum benefits to all concerned. 

ERHAPS theco-operativemovement 
in the enthusiasm of the early days 

was carried too far. Admittedly the 
training of the average life underwriter 
does not include a course in trust 
functions; so part of the co-operation 
should include the education of the 
underwriter along trust lines. This 
may be done in regularly constituted 
classes or in less formal round-table 
discussions. Membership of the trust 
solicitor in the local life underwriters’ 
association promotes good will. Work- 
ing in close harmony with the indi- 
vidual underwriter on his own sales 
problems is probably the surest indica- 
tion of co-operation. But more impor- 
tant than all else should be an attitude 
of co-operation between the under- 
writer and the solicitor. 

The president of a prominent life 
insurance company recently stated the 
case very clearly: 

“At bottom there should be no 
irreconcilable competition between the 
life insurance companies and the trust 
companies. Our energies could more 

profitably be devoted to a co-operative 
effort to separate the cases into two 
classifications, insurance company op- 
tions and trusts. By so doing, we shall 
render the maximum (See page 32) 
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Three Factors That 

Can Be Controlled 

Co-operation 

~ with the _ 

life underwriter 

Continuation 

of trust 

development efforts 

through bad times as 

well as good 

A careful, 

analytical selection of 

life insurance trust 

business 



Eighteen 

by 

DR. GAINES T. CARTINHOUR 

School of Commerce, Accounts and Finance, 
New York University 

and 

M. WYMAN NANCE 

Statistician, Weingarten & Company, 
New York City 

HE nation’s rail carriers are 
“getting up steam” to hasten 
their progress along the route to 

recovery. Expenses are being held at 
the minimum consistent with sound 
operating policy, while traffic and earn- 
ings give promise of further gains. 
Railroad management has _ become 
more alert and aggressive. Construc- 
tive legislation is in prospect. These 
are hopeful signs for railroad security 
holders, who may look forward in 1934 
to a continuation of the improvement 
already on record. 

The trend of freight traffic is always 
a matter of compelling significance in 
the railroad outlook. It is self-evident 
that tonnage movement is determined 
by the course of general business. 
Salient economic indices at present 
portend greater activity, larger cor- 
porate profits and enhancement of 
mass buying power, in both agricul- 
tural and urban areas. If tentative 
estimates are vindicated, industrial 
output in the current half-year may 
easily exceed that of the corresponding 
1933 half by 15 per cent. 

Reversal of the long downward 
spiral of freight traffic became evident 
last May when carloadings cleared the 
level of a year earlier. Tonnage volume 

then spurted upward until the largest 
monthly gain of the year 1933 (28 
per cent) was registered in July. 
Aggregate carloadings last year fell 

RAILROADS 

Are 
Comi 

New traffic, earnings expansion 

and prospective legislation are 

highlights in the better outlook 

just short of 29,000,000. 
This represented an in- 
crease of nearly 3 per cent 
over the 1932 total (which 
was the smallest for any 
year since 1909) but a de- 

crease of approximately 45 
per cent from the 1929 
figure. 

Although traffic volume 
at the end of 1933 was but moderately 
ahead of that twelve months earlier, the 
harbingers of further betterment are 
now quite apparent. Considering 
weather conditions and _ industrial 
needs, the early future should witness 
continued stability, if not expansion, 
in the highly important coal move- 
ment. Gross farm income in 1933, 
according to estimate, topped the pre- 
ceding year’s total by more than 

$1,500,000,000, and the increment 
augurs well for the backhaul of high- 
tariff manufactured goods in the cur- 
rent twelve months. Prospective larger 
crop yields and a further gain in farm 
income add to the budget of construc- 
tive implications for 1934. 

The net effects of prohibition repeal 
will probably prove beneficial to the 
carriers and optimistic inferences are 
to be drawn from the currently indi- 
cated acceleration in the heavy indus- 
tries. Further gains in steel production 
should inure from requisitions for 
public works projects, private building 

THE BuRROUGHs 

H. Armstrong Roberts 
The carriers are already getting up steam for the | a 

trip back to recovery 

operations and for railway equipment. | 
Last year’s wide increase in automo- 
bile output is likely to be extended, and | 
international commerce appears to be 

reaching for higher levels. 

[N view of the low traffic ebb all 
nessed in the first part of 1933, in- 

creasingly favorable carloadings com- 
parisons are immediately in prospect. 
Even though the anticipated business 

expansion does not surpass the usual 

seasonal bounds, the advance by 
March should be more than 20 per 
cent. Under the stimulus of the Gov- 

ernment’s active recovery measures, 
it might run as high as 40 per cent. In 

this much will depend upon the Admin- 
istration’s policies, and the attitude ol 

Congress and the public. 

Earnings are governed primarily by 
freight traffic and it is axiomatic that 
the outlook here is likewise satisfac- 
tory. Latest monthly reports disclose 
no interruption in the improvement 

over performance a year earlier, which 

C1 
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LONG-TERM EARNINGS RECORD 

Total Fixed 
Operating Total* Fixed** Charges— 
Revenues Income Charges TimesEarned 
——————— (000,000 omitted) 

1920.. Eien ct Oe $1,071.0 $640.5 1.67 

Oy a A eae 5,516.6 975.9 662.4 1.47 

1 5 RB SORE SR ae 5,559.1 1,025.2 655.6 1.56 

WO 6,289.6 1,222.6 667.6 1.83 

SUSE ONE emma nace: 5,921.5 1,243.0 684.6 1.82 

(Sarre ieee See ee 6,122.5 1,389.2 688.4 2.02 

aan Riese ia 6,382.9 1,511.0 702.0 2.15 

ee 6,136.3 1,379.2 706.3 1.95 

— 6,111.7 1,492.9 706.1 2.11 

RMR ESS En 6,279.5 1,611.4 714.6 2.29 

MRSC oe aie: 5,281.2 1,227.8 703.9 1.74 

|. | SR Ree 4,188.3 831.2 696.5 1.19 

1932.0 3,126.8 550.8 690.0 0.80 

1933 (Eee)... 3,100.0 680.0 698.0 0.98 

*Represents amount available for fixed charges. 

**Including lease rentals and all miscellaneous deductions to arrive at 
net income. 
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began last April. The accretions are 
readily discernible from the widening 

‘spread between annual projections of 
gross revenues and operating expenses 

» subsequent to the initial 1933 quarter. 
| Although because of the midsummer 

spurt, gross revenues last fall failed to 
show the usual seasonal expansion, 
favorable comparisons (with receipts a 

year earlier) are expected to continue 
at least through the first half of 1934. 

AST year the Class I roads in the 
~ aggregate earned all but a small frac- 
ion of their fixed charges. The esti- 
mated net loss of roundly $20,000,000 
constitutes a remarkable achievement 
considering the $122,856,454 deficit 
tolled up in the first five months, when 
return on the property investment fell 
to the abnormally low point of 1.06 

per cent. It makes a pleasing contrast 
With the $139,203,821 net loss en- 
countered in 1932—a year in which 

only a quarter of all Class I mileage 
» Was operated at a profit. 

New streamlined passenger trains, which are already being put into service, 
may mark the beginning of a new era for the railroads 

The expansion in railroad earnings 
since the spring of 1933 is encouraging 
even though it is admitted that some 
weighty financial problems remain to 
be solved. A number of roads that 
previously seemed on the road to bank- 
ruptcy were able to show full coverage 
for proportionate fixed charges in the 
summer and fall months. Important 
outlays must eventually be made on 
account of deferred maintenance, but 
Class I carriers as a whole are now 
operating at a profit (on an annual 
basis and allowing for the seasonal in- 
fluence) and with further business re- 
covery they will be able to spend more 
money on the upkeep and improve- 
ment of their properties. 

Altogether it must be said that fun- 
damental conditions and the outlook for 
railroad earnings are much better than 
they were a year ago. The carriers 
are now so situated as to obtain ex- 
cellent results from any expansion in 
general activity that may eventuate 
over 1934. Apart from monetary con- 
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siderations and the unsettlement still 

evident in some economic groups, a 
further advance in net operating in- 
come in 1934 seems assured by the 
probable enlargement of gross revenues. 

That there is still a railroad problem, 
however, cannot be gainsaid. Some 
authorities feel that this “‘problem”’ 
so-called is entirely one of capitaliza- 
tion and _ finances. Commissioner 
Porter of the I.C.C., for one, contends 
that a ratio of 65 per cent bonds in 
total capitalization is excessive, now 
that the day of railroad physical ex- 
pansion has passed. Future capitaliza- 
tion of expenditures, he feels, should be 
accomplished more by stock issues 
than by bonds. Then there is to be 
considered too, the recent suggestion 
of a prominent spokesman of labor, 
that the government take over financ- 
ing of the carriers, on extremely easy 
terms. 

THE question of how the railroads 
are to obtain additional capital at 

reasonable rates is obviously one re- 
quiring mature study. Aside from this, 
it is true that burdensome funded 

indebtedness, with its attendant en- 

cumbrance of fixed charges, has often 

provided the background of railroad 

bankruptcies in periods of economic 

stress. ‘As for the existing heavy cap- 

italization, however, which has been 

created in the process of building up 

an efficiently mechanized transporta- 

tion system, it seems logical that this 
could be supported and amortized by 
an adequate volume of business at 
adequate rates. 

Railroad bankruptcies at present 

exceed those of the 1893 holocaust, in 

point of mileage, number of companies 

and par amount of securities involved. 

But with the more auspicious business 

prospects now at hand, it seems safe 

to say that the carriers have plumbed 

the depths of their financial woes. 
While there is much to be accomplished 
in clearing away the wreckage, some 
comfort may be derived from a recent 
official announcement, indicating ‘that 
the R.F.C. will not attempt to dictate 
reorganization terms. Rather its 
intended policy seems likely to be one 
of co-operation with other creditors. 

Meanwhile comparative balance 
sheets show that the carriers, by and 
large, have built up their liquid re- 
sources materially in the last year. 
The Railroad Credit Corp., formed 
originally as an intermediary in extend- 
ing aid to indigent roads, is already 10 

per cent liquidated. Interest rates on 
R.F.C. loans to solvent companies in 
good standing have been lowered from 
5 per cent to 4 per cent, thus providing 
that much more relief. There is ground 
for belief, moreover, that with R.F.C. 
assistance, the major bond maturity 
problems of 1934 (including those of 
the New York Central (See page 28) 
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EXTENSION OF PAR PRIVILEGE 

A suggestion to the Canadian char- 

tered banks that par privileges on 
checks be generally extended is con- 
tained in the report of the Royal 
Commission on banking and currency. 
The report refers to the trouble and 
irritation involved in the multitude of 
minor charges. While the wisdom of 
granting this important concession to 
the public is a very debatable question 
in view of the expense involved to the 
banks, bankers will agree that there is 
probably no bank charge so unpopular. 
Many customers will pay safety de- 
posit box rent, interest charges and 
other fees without comment but will 
register complete disapproval on a 
small collection charge on a check 
drawn on an outside point. It would 
appear that the customer does not 
appreciate the value of the service 
rendered here and if this is the case, 
an educational campaign on the ““Why 
and the Wherefore” of the charge 
might remove the irritation. 

NEW OFFICERS OF THE C. B. A. 

Jackson Dodds, O. B. E., joint 
general manager of the Bank of 
Montreal, was elected president of the 
Canadian Bankers’ Association at the 
annual meeting held recently. Mr. 
Dodds succeeds J. A. McLeod, vice- 
president and general manager of The 
Bank of Nova Scotia, who retires after 
two years service. 

Other officers elected were honorary 
presidents: Sir John Aird, president 
of the Canadian Bank of Commerce; 
Sir Frederick Williams-Taylor, vice- 
president Bank of Montreal; C. A. 
Bogert, president Dominion Bank; and 
John R. Lamb, vice-president of the 
Bank of Toronto. Vice-presidents 
elected were: Dudley Dawson, general 
manager Bank of Toronto; S. H. 

Logan, general manager of the Canadian 
Bank of Commerce; M. W. Wilson, 
vice-president and general manager of 
the Royal Bank of Canada, and H. B. 
Henwood, general manager of the 
Bank of Toronto. The general man- 
agers of the chartered banks comprise 
the association executive committee. 

BOOTLEGGING GOLD 

A unique case of smuggling came to 
the attention of the Canadian custom 
authorities recently when two New 

Yorkers were detained for failing to 
declare a bar of gold valued at approxi- 
mately $4,000 at a Canadian customs 
port. Canada has different domestic 
regulations covering the sale and pur- 

by G. A. G. 

chase of gold than the United States. 
The Canadian price is fixed daily and 
based on the London quotation for bar 
metal converted into Canadian funds. 
It has been suggested that it has been 
profitable to bring certain classes of 
gold into Canada and that approxi- 
mately $1,000,000 had found its way 
into the country. Statistics regarding 
the imports of coin and bullion into 
the Dominion do not indicate any great 
legal movement of the precious metal. 
It is possible though that gold may 
have been brought across the line 
without the necessary formality and 
undetected by customs authorities of 
both countries. The Bureau of Sta- 
tistics report for October showed that 
only $100,233, in gold was imported 
into Canada during that month. This 
was described as British, Canadian 
and foreign gold coin of which $3,387 
came from the United Kingdom and 
$95,556 from the United States. For 
the twelve months ending October, 
1933, Canada imported $794,108 in 
gold coin and bullion of which $757,283 
came from the United States and 

$13,840 from the United Kingdom. 
Exports of gold coin and bullion in the 
same period amounted to $66,344,117 
of which $35,204,838 went to the 
United Kingdom and $31,092,166 to 
the United States. 

BELIEVE IT OR NOT 

Here is an item for the bankers’ 

“Now You Tell One Club.” The 
Bank of Toronto and the Imperial 
Bank have branches at Preston, Ont. 
just one block apart. A new account- 
ant was recently transferred to the 
Bank of Toronto with the following 
result: 

Bank of Toronto staff: J. L. Thomp- 
son, manager; W. A. Webster, 
accountant; and Miss A. Binkley, 
ledger-keeper. 
Imperial Bank staff: F. B. Thomp- 
son, manager; R. Webster, account- 
ant; and Miss L. Binkley, ledger- 
keeper. 

BANKERS DO THE EXPLAINING 

Governments that make banking 
laws, politicians who propose them, 

and theorists with radical suggestions 
have little knowledge of the mental 
hazard that every new banking adjust- 
ment has to overcome. Critics have 
stated that bankers have moved too 
slowly in adopting new measures to 
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CANADIAN NOTES and COMMENT! 

improve the banking system. 

Bankers know by experience that 

depositors resent changes in banking 
habits formed through a lifetime 0; 
practice. The layman never knows the |) 

effect of the misinterpretation of some 
new banking law because he is never 
face to face with depositors. It is the 
bankers who do the explaining. 

THE REMEDY FOR DEPRESSION 

Another step in what the London 

The | 
critics forget that it is the depositor | 
and not the banker who calls the pace, 7 

Economist describes as the classic 
remedy for a depression, “The Gentle | 
Rain of Cheap Money,” has taken 
place in Canada. The Canadian} 
chartered banks have announced a cut | 
of one-half of 1 per cent in the interes} 
rates on current accounts. In the past 
these rates have varied from 1 per cent | 
to 2 per cent. The reduction will 
affect a portion of the demand deposits 
of the chartered bank which, as oj, 
October 31, 1933, amounted to over 

$500,000,000. 

STERLING AND DOLLARS re 

Students of foreign exchange will 
welcome the comprehensive study on 
sterling and the Canadian dollar 
appearing in “The Bank of Nova 
Scotia Monthly Review” for December. 
The fluctuations of these currencies in 
relation to United States funds since 
the now historic date, “September 21, 
1931,” are shown in a series of interest- 
ing charts and diagrams. Many of the 
factors influencing the movements are 
discussed and analyzed. The treatise 
is probably one of the most valuable 

contributions on the subject to appear 
in Canada, and is particularly interest- 
ing at this time as the movement 0! 
the Canadian dollar has long intrigued 
exchange experts. The Dominion’s 

monetary unit has been labeled a 
“hybrid” currency by some economists 

because, for a long period, it hovered 
above the pound sterling but below 
the United States dollar and did not 
appear to be attached to either. Oa 
November 6, the Canadian dollar and 
the pound sterling returned to par I0 

terms of New York funds providing 
a new situation which has been dealt 

9 
with in “The Bank of Nova Scotia 

Review. 

HOLDING THEIR BANK STOCK 

Some evidence of stability in the 
holdings of Canadian bank stocks 
shown by the figures of the number 0! 

shareholders of the Imperial Bank o! 

pasieas 
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Easy Filing 

Instant Finding 

ABSOLUTELY 
SAFE STORAGE 

Real Economy 

OLLAPSIBLE;/ 
ra ai +. q7 9) hy 
AGEBS 

SEND TODAY for 

FREE SAMPLE 

ORE than 53,000 leading 
banks and business firms 

use LIBERTY Boxes to file and 
store their old records and 
papers. There IS a reason why. 
LIBERTY Boxes offer the lowest- 
cost, systematic method to do 
storage filing and transfer work. 
If your bank does not use 
LIBERTY Boxes, send today 
for a FREE sample—any size 
for any purpose. It puts you 
under no obligation and we will 
send full information immedi- 
ately. 

Sizes for Every 

Storage Filing Need 

LIBERTY Boxes are made in 
22 standard sizes to fit standard 
bank or office forms. They save 
space. Regardless of what you 
have to file and store, there is a 
size that will exactly fit your 
needs. Only the very best 
quality, waterproofed, corru- 
gated fibre board is used, with 
strong cloth tape reinforcements. 
Labels are attached. Labelling 
strips are furnished. No assem- 
bling is necessary. The fact that 
LIBERTY Boxes have been lead- 
ers in their field for more than 15 
years proves their superiority. 

Write or simply mail the 
coupon — today — attached 
to your letterhead. 

BANKERS BOX CO., Inc. 
536-538 S. Clark St., Chicago, III. 

Please send free sample LIBERTY Storage. Filing 
Box and full information. No obligation. 

I prefer size for 

Cenk us satdkiaiNeuiectee ceded neck : 

Attention of 
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Canada as compared with a year ago. 
In his address at the annual meeting 
of the bank, A. E. Phipps, general 
manager of the Imperial Bank, said 
that shareholders of the bank totaled 
2,645, compared with 2,640 a year ago. 
Of the 70,000 shares outstanding, 
residents of the United States held 
8,568 shares divided among 343 share- 
holders, compared with 8,976 held by 
360 shareholders a year ago. It is 
interesting to note that in a year of 

THE BURROUGHS 

world-wide financial 
Imperial Bank shareholders 
shown an _ increase. 
indication of the reluctance of Cana- 

dian investors to part with holdings 
and should refute charges heard occa- 

sionally from radical bank critics that, 
as a result of the depression, bank 

control in Canada has become more | 
concentrated with the holdings of 

small shareholders passing into the 
hands of large holders. 

Peak Loads Are Expensive 

(From page 9) table shows the percent- 
age of depositors during the given 
periods. 

“9 a.m.to10a.m. 10 percent 

10 a.m. to ll a.m. 13 per cent 

11 a.m. to 12 noon 18 per cent 

12 noon to 1 p.m. 20 per cent 

1 p.m. toclosing 39 per cent 

SATURDAYS 

9a.m.to10a.m. 19 per cent 

10 a.m. to ll a.m. 29 per cent 

ll a.m. toclsoing 52 per cent” 

The clincher in the campaign went 
back to first principles: ‘““Bank Early — 
Save Time. Banking early saves your 
time and facilitates the handling of 
items deposited.” Followed by a 
schedule of banking hours. 

Almost from the day the first 
blotter was sent out, results became 
noticeable. Customers who had cus- 

tomarily appeared in the afternoon 
made their deposits in the morning 

hours, asking the teller questions that 
showed why they were doing it. “I 
get a lot of checks on New York. Will 
they be collected a day earlier if I get 
them here in the morning?” And, 
“How much time do I save on final 
payment if we get our Saturday morn- 
ing deposit here before 9:30?” 

ON the month-end following the ad- 
vice about depositing coupons early, 

the number of advance deposits at the 
coupon window was higher than ever 
before. What is more, the improve- 
ment continued for several months 

and then leveled off at the high point. 
The blotter which detailed the per- 

centage of customers for the various 
hours proved startlingly effective. It 
caused far more comment at the 
windows and at officers’ desks than 
had any other urging. “Of course I 
knew it was always busier at noon and 

afterwards, but I hadn’t realized it was 
that bad,” commented one depositor 
who arrived at a slack time right after 

opening. “I’ve always felt a little 
grouchy about having to wait in line 
so blamed long, but I guess it is my 

own fault. I can get our deposit over 
here just as easily first thing in the 
morning as I can at 1 o’clock and from 
now on [’ll do it.” 

No definite tabulations were made 
of the results. 
the peak load problem very much on 

unsettlement ff 

ders have ff 
This is some | 

srl iain hes alld 

; 

“We have always had 7 

our minds,” explains R. H. Brunk. | 

horst, comptroller, ‘‘and in conse- 
quence I don’t believe it was as acute 
with us as with many banks. Never- 
theless, it was acute enough. You have 
only to look at those hourly figures to 
see that. Well, the improvement was 
noticeable right from the start. And it 
continued to get better for several 
weeks. The gains that we made we 
kept, too. When people once learned 
how much pleasanter and more profit- 
able it is to bank early, chey kept right 
on doing it. 
off again, but so far they have shown 
no indication of doing so. 

They may in time slack 7 

“The reason for peak loads in the | 
lobby is chiefly inertia, or even down- 
right laziness. People form the habit 
of taking care of everything else before 
they go to the bank. Naturally, for 
nobody has ever bothered to tell them | 
why they should come to the bank | 
early. Many a cashier holds the day’s 
items until lunch time, then brings 
them in at 1 P. M. whereas he might 
just as well make an extra trip —and 
get several thousand dollars worth of # 

Cer- | float out of his firm’s account. 

— 

tainly the value to his employer of | 
gaining this extra balance is far in 

excess of the small time saving that 
the cashier makes by doing it on his 

lunch hour. 
‘We had carefully studied the hourly 

percentages of lobby load because this 

was important to us. But we have not 
repeated the statistical study since we 

sent out the blotters. 
no occasion for it. The peaks leveled 
off perceptibly, the load distributed 
itself from the late hours to the mort- 

ing hours. Of course we have not yel 
attained an equal 20 per cent for each 

hour, of course we have not brought 

the twelve to two rush down anywhere 
near the early morning. In my opinion, 
we never shall succeed in anything like 4 

But if we can make a little 7 that. 

There has been | 

nin a- a ne on 2c 2 fe 2) oe eee ee oho 

rr, 
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progress on it now and then, we are 

going in the right direction. 

“We might, of course, keep dinging 

at our customers every month on this 

sub ject. That would be a mistake. In 

the first place, it would probably begin 

on it continually. In the second, they 

would get so used to the same story 

that they wouldn’t listen any more, 

and the results would fall off accord- 
ingly. In the third place, this is not 

the only important subject that we 
ever have to call to the customers’ 

attention, and we have already handled 

it sufficiently for our needs right 

now.” 
The plan is unquestionably effective. 

It has proved once more that when 
customers are shown a good reason for 

like any intelligent people on any 
reasonable subject. And it has shown 
something quite as important, if less 
obvious—that the operating depart- 
ments and the business-getting depart- 
ments can frequently co-operate to the 

Short Term Credits 

for Agriculture 

(From page 12) Subject to the approval 
of the governor of the farm credit ad- 
ministration, the production credit cor- 
poration prescribes and explains the 
rules and regulations under which loans 
may be made by the associations. In 
co-operation with the federal inter- 
mediate credit bank the corporation 
also determines the form of security. 

N association is not permitted to 
make a loan to any one farmer for 

more than 20 per cent of its capital 
and guaranty fund unless the collateral 
for the loan is approved by the produc- 
tion credit corporation in the district. 
With such approval a farmer may 
borrow an amount up to 50 per cent 
of the association’s capital and guar- 
anty fund. No loan amounting to 
more than 50 per cent of the capital 
and guaranty fund may be made with- 
out the approval of the production 
credit commissioner of the farm credit 
administration. No loans can be made 
for less than $50. 

The farm credit act of June 16, 1933, 
_ Which authorized the establishment 

of production credit corporations and 
associations, does not establish a 
definite rule as to the security for loans. 
The act says that loans may be made 
for general agricultural purposes and 
shall be ‘‘on such terms and conditions, 

} at such rates of interest, and with 
| Such security as may be prescribed by 
4 the production credit corporation.” 
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CONDENSED STATEMENT OF CONDITION 

December 30, 1933 

Che 

Cleveland 

Crust Company 

Located at Euclid Avenue and East 9th Street and in 59 

Community Centers throughout Greater Cleveland and nearby 

Assets 

Cash on Hand and in Banks 

United States Government Bonds and Cer- 
tificates 

State, Municipal and Other Bonds and 
Investments, including Stock in Federal 
Reserve Bank, less Reserves . 

Loans, Discounts and Advances, less Reserves 

Banking Houses and Other Real Estate . 

Interest and Earnings Accrued and Other 

Resources, including Advance for Deposit 
Insurance 

Customers’ Liability on Letters of Credit and 

$45,723, 166.13 

18,233,090.27 

23,011,772.95 

163,657,002.66 

11,267,586.79 

4,826,889.85 

Acceptances Executed by this Bank 231,531.56 

Total a . * ” e e e $266,95 1,040.21 

Liabilities 

Capital Notes .. . $15,000,000.00 
(Subordinated to Deposits and other 
Liabilities) 

Capital Stock 13,800,000.00 

Surplus and Undivided 
Profits am 6,488,222.81 

$35,288,222.81 

Reserve for Taxes, Interest, etc. 940,625.95 

DEPOSITS 

Demand $81,385,417.44 

Time er 139,699,403.47 

Cash Balances of Estates 
and Corporate Trust De- 
partments (Preferred) 8,458,272.31 

$229,543,093.22 

Other Liabilities — 947,566.67 

Letters of Credit and Acceptances Executed 

for Customers ij = > ee 231,531.56 

Total e + > + . ns a $266,951,040.21 

Member 
Federal Reserve System 

Member Cleveland 
Clearing House Association 

MEMBER TEMPORARY FEDERAL DEPOSIT INSURANCE FUND 

In writing to advertisers please mention The Burroughs Clearing House 
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PATENTS PENDING) 

Reduce Overhead...Speed Up Service 

Electric Rekordesk Safes revolutionize the handling . . . housing 

...and protection of vital savings ledger and signature cards. 

Hundreds of contacts with bankers were responsible for their design. 

These amazing Rekordesk Safes reduce overhead .. . eliminate 

time, labor and equipment required for transferring records to the 

vault for night protection. They speed up service . . . keep both ledger 

and signature cards at the teller’s finger tips. They are equally 

efficient for both hand and machine posting methods. They provide 

certified fire protection, 24 hours a day—at the windows where the 

records are used. 

Automatic, electrically controlled operation makes Rekordesk 

Safes a fool-proof, convenient operating unit. Ledger cards rise to 

working position with the operation of the door. Signature cards are 

housed immediately beneath the ledger cards for instant comparison. 

You owe it to yourself to find out how Electric Rekordesk Safes 

will effect new economies for your bank. Write today. There is no 

obligation. 

now offers complete protection for records, money 
and wealth from fire, burglary and banditry. 

OLD 

& LOCK CO. 

ANTON, OHIO 

This sign in your window a 
explains that your money 
is beyond the reach of 
bandits ... detours them 

to unprotected victims. 

{vow known as a leading vault manufacturer, vmoney 

CRIME MUST GO! 
Ask the Diebold man about the 
application of the Underwrit- 
ers’ labeled automatic rewind 
Delayed Control Timelock for 

hold-up protection. 

SEVENTY-FIVE YEARS OF PROTECTION SERVICE 

DIEBOLD DELAYED 
CONTROL TIMELOCKS us 

HOLD-UP PROTECTION WE DO OUR PART 

In writing to advertisers please mention The Burroughs Clearing House 
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| avoid undue 
farmers must be discounted with the [7 

THE BURROUGHS 

production credit system the farm 
credit administration is seeking tg 

liberality. 

intermediate credit banks. Hence it js 
necessary to follow the rules of those 
institutions which must maintain q |) 

high reputation for sound business 
methods in order to market debentures 
at a low interest rate. To be acceptable 
to the intermediate credit banks the 
primary security for loans must con- 
sist of first liens on crops or live stock 
together with other personal property, 
Ordinarily loans are not secured pri- 

marily by mortgages or other liens on 
real estate. Where this class of security 
is accepted it is regarded only as addi- 
tional collateral. 

The majority of loans are made for 

periods not exceeding twelve months. 
They are intended to be of a self- 
liquidating character and in each case 
will mature at the anticipated time for 

Rey 

Notes of 

marketing the crops or live stock | 
through the sale of which the loan is 
expected to be repaid. But with cer- 
tain types of loans, a renewal of the 
unpaid balance may be considered. 

In the majority of land bank dis- 
tricts the interest rate on production 
loans is 6 per cent. 
credit banks are now paying 2 per cent 
interest on their debentures. To this 
they add 1 per cent for overhead and 

Most intermediate , 

set their discount rate at 3 per cent. | 
The production credit associations can- 
not charge more than an additional 
3 percent. Consequently the total rate 
to the farmer may not exceed 6 per 
cent when intermediate credit bank 
debentures sell for 2 per cent. 

‘THE production credit associations | 
are described by William I. Myers, 

who was advanced from deputy gov- 
ernor to governor of the farm credit 
administration upon the shifting of 
Henry Morgenthau, Jr., to the Treas- 
ury Department, as “‘the local retail 

credit institutions which will make the 

facilities of the 
bank readily available to farmers. 

“‘When these banks were first organ- 

ized in 1923,” said Mr. Myers, “they 

were authorized to discount agricul- 
tural paper for eight classes of financial 

institutions. It was expected that 

these would sufficiently serve the short 
term credit needs of farmers, but only 

two, the live stock loan companies and 

the agricultural credit associations, 
have used the discount privilege exten- 

sively. But these two classes have not 
been organized widely and therefore 
are accessible to relatively few farmers. 

The organization of an agricultural 

credit association necessitates the rals- 

ing of $10,000 or more in capital 1 

order to obtain the discount privilege 
from the intermediate credit bank. 

Farmers needing loans do not always 
have that much money to invest, which 

intermediate credit 7 

a a a a ae ee ae ee 1? in ae en ee ee 
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probably accounts for the scarcity of 

this type of discounting agency. A 

different plan of organization was 

needed to make the facilities of the 

intermediate credit banks available to 

agriculture. The intermediate credit 

banks still require that any organiza- 

tion for which they discount have at 

least $10,000 capital, but under the 

production credit plan, the production 

credit corporation and the farmers co- 

operate in providing this capital.” 

Dr. Myers is on leave of absence 
from duties as professor of farm 
finance in the college of agriculture of 
Cornell. He is a 1914 graduate of 
Cornell, receiving a doctor of philoso- 
phy degree in 1918. 

In immediate charge of the produc- 

tion credit division of the farm credit 
administration is S. M. Garwood of 
Little Rock, Arkansas, who has the 
title of production credit commissioner. 
Mr. Garwood formerly was manager 
of the regional agricultural credit cor- 
poration of St. Louis, was secretary of 
the agricultural credit board of 
Arkansas and has had extensive experi- 
ence as a banker specializing in farm 

credit. 

A Profit Survey in 

Mid-West Banks 

(From page 5) revenue to cover his ex- 
penses and his losses, or else he has 
to close up. We know of no better 
investment than a good conservative 
farm mortgage. We’re expecting some 
help in the form of revenue from 

service charges.” 
Next stop, Byron. The bank, organ- | 

ized in July of 1932, is appropriately 
named Rock River Community Bank. | 

On the walls are numerous farm sale 
posters. They run rather to hogs than 
to cows, proof that we have left the 
country where all farmers work into 
Chicago milk bottles. The bank to- 
day makes chiefly collateral loans on 
listed securities, and watches them 
closely. These have proved a big 
help to earnings, believes J. A. Kadel, 
cashier. 

At the Forreston State Bank after 
banking hours, B. H. Unangst, cashier, 
denied knowing any answer to making 
profits in a country bank, except to 
make more local loans if the deposits 
to do so were on hand. At the peak 
his bank’s deposits totaled $900,000; 
how they are around $150,000. “If 
insurance brings back any substantial 

volume of deposits it will help to solve 
for this district, on a permanent basis, 
the whole problem of farm profits and 
country bank profits,’ Mr. Unangst 
believes. 

Next morning at the First National 
} Bank of Freeport, J. M. Clark, vice- 
F 

It Stoutly Mounts Guard. “Through the dim 

watches of the night” your telephone is not caught 

napping. It stands ready for the emergency that strikes 

without warning. It stoutly mounts guard at twelve 

midnight just as at twelve noon. It is always depend- 

able—ready to prove its value at a moment’s notice. 

Bell Telephone System 

Unequalled ease of operation 

marks STANDARD’S new carbon shifter 

Observe the new Standard Carbon Shifter attached to 
the Burroughs typewriter in the illustration. When used 
with the Registrator Platen it takes a new advantage of 
the famous Standard Kant-Slip principle. The result is 
unequalled performance of a carbon shifting mechanism 
for typewriters and platen type billing machines. 
When a form has been typed, the operator makes a 

slight movement of the shift device, and with military 
precision the carbons shift into the next set of forms. No 
backing of forms around the platen! These new business 
forms, distinguished by the marginal punches, absolutely 
can’t slip! Ask for a demonstration, or literature. 

BUSINESS MACHINES 
The Standard Register Company, Dayton, Ohio 

FORMS DIVISION 

ares WMachises sorties ‘ ° > 
9 THE CONTINUOUS FORMS WITH THE PUNCH o 
° $ 

wast 

BUSINESS MACHINES FORMS DIVISION | 

THE STANDARD REGISTER COMPANY 

DAYTON, OHIO 

president, feels that prospects for 
added profits are slight in the immedi- 

ate future, excepting only revenue 
brought in by code service charges. 
All business in general and the banking 

business in particular cannot expect 
prosperity until goods and services are 

on a fair level of exchange value, 
especially as between farm and factory. 

Excellent farm land, this territory 
around Freeport. 

Farmer loans to the middle class — 
the bottom group is not entitled to 
bank credit and the top group does not 

In writing to advertisers please mention The Burroughs Clearing House 
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want any —constitute the backbone of 

any country bank’s profit-making pos- 
sibilities, believes F. E. Woessner, 
cashier of First State Bank of Shannon. 
The bank is, and has been, able to 
meet loan requirements of all farmers 
entitled to loans for repayment in 
ninety days. Buta far greater bulk of 
good farmer loans could be had on 
equally rigid six-months terms. If 

deposit insurance makes it safe for a 
banker to tie up a proportion of his 
money for six months at a time, Mr. 
Woessner believes that his own bank’s 
income worries will be over; providing, 
he stipulates, that the bank is allowed 

to come in under the insurance. 
Ten minutes drive brings us to 

Lanark and The Exchange State 
Bank. R. D. Bray, cashier, hands 
over a statement of condition for 
September 29, 1933—showing at the 
same time a statement of one year 
earlier. On the assets side everything 
looks better today, excepting only a 
slight increase in other real estate. 
But on the liabilities side the improve- 
ment is sensational: undivided profits 
up 50 per cent; demand deposits 
$123,000 against $20,000 a year ago; 
time deposits $4,000 lower than a year 
ago; bills payable reduced to zero. 

Cash on Hand and Due from 
other Banks. 

United States Government Se- 
curities . 

Stock in Federal Reserve Bank . 
Loans and Discounts . 
Real Estate Mortgages 
Overdrafts 

Other Resources . 

TOTAL RESOURCES . 

Deposits: 

Public Funds secured by 
pledge of U.S. Govt. Bonds: 

Treasurer—State of Michi- 
PG! ce. 

U.S. Government 
Miscellaneous 

Other Public Deposits . 

Capital Account: 
Preferred Stock. 

Common Stock 
ee ee ee 
Undivided Profits (paid in) 
Undivided Profits (earned) 

Reserve for Contingencies 

TOTAL LIABILITIES. 

% 

The 

NATIONAL BANK 

OF DETROIT 

Statement of Condition, December 30, 1933 

RESOURCES 

- $ 41,577,668.60 

81,745,073.12 $123,322,741.72 

Securities other than U. S. Government 

Accrued Interest Receivable—Net . , 
Customers’ Liability account of Acceptances . 

LIABILITIES 

Commercial, Bank and Savings $170,075,372.64 

6,719,311.93 
675,000.00 

72,559,992.33 
11,428,890.49 

7,747.58 
731,265.72 

7,139.74 
96,982.21 

$215,549,071.72 

5,081,880.35 
10,324,098.43 

236,698.50 

3,975,024.49 $189,693,074.41 

- $ 12,500,000.00 

Reserve for Expenses and Dividend 
Our Liability account of Acceptances . 

5,000,000.00 
5,000,000.00 
2,500,000.00 

405,460.39 $ 25,405,460.39 

300,000.00 
143,397.18 

7,139.74 

$215,549,071.72 

In writing to advertisers please mention The Burroughs Clearing House 
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Mr. Bray also holds that the one 

opportunity for a small country bank 

to make money is through farm loans 
of the various sorts. His  bank’s 
principal losses came in the secondary 
reserve of general market bonds which 

were taken on to satisfy examiners, 
“If they had let us use that same 

money on feeder loans,” he declares, 
“they would have been exactly as 

liquid as the general market bonds, 
and subject to no losses.” 

Our next stop was Sterling, and the 
Central Trust and Savings Bank. We 

talked with E. T. Janssen, assistant 
cashier, then with William L. Frye, 

cashier. Just as the visit got under 
way, we were joined by Leo J. Wall, 

president. Here is a bank with a gold- 
edged statement. Its directors’ ex- 
pressed preference is to run a good 
bank no larger than they can supervise 
minutely. At present the bank has 
deposits of $1,300,000. State money 
is discouraged because it requires 
interest. Current earnings on capital 
are sufficient to satisfy many a banker 
who feels that profits are unattainable. 

First stop Thursday morning is at 
the closed First National Bank, Morri- 
son, Illinois. William F. Hogan, con- 
servator, reports collections coming sur- 
prisingly well, considering the general 
distress of farmers. “If every asset of 
this bank were as good as these 
farmer loans,” declares Mr. Hogan, 
“we'd collect almost 100 per cent.” 

At Smith Trust and Savings Bank 
R. M. Wylder, executive vice-presi- 

dent, believes that the country banks’ 
profit problem will be acute until 
farm products prices rise enough to 
yield the banks’ customers more than 
a bare living. But conditions are 
distinctly better this year than last. 

Moreover, the release of millions of 
government money into the farming 

districts is distinctly easing up the 

banks’ cash position through liquidat- 

ing previously unliquid loans. 
Now across the Mississippi to the 

Iowa State Savings Bank in Lyons. 

Gustav Gradert, president, finds condi- 
tions better ever since the crisis of last 

winter. The bank makes a steady 

small profit but it is inadequate for 
any satisfactory margin of safety. 

But when public confidence is better 

rebuilt by deposit insurance and when 

farm products prices improve to a 

reasonable level, it will be possible to 

loan out more money at the higher rates 

that such paper commands. 
On into Clinton. Allied institutions 

housed in the same quarters are the 
Clinton National Bank and Clinton 
Savings Bank. Officers of these two 
banks say that profits are difficult but 

not impossible to earn. Profitable, 
conservative loans may be had by the 
banker who not only keeps alert to 
them but actually goes out looking for 
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CLEARING HOUSE 

them without for an instant relaxing 

his standards. By holding down 

operating costs to the minimum, such 

q banker can earn a profit. 

At The First National Bank of 

Dewitt, Iowa, George Myers, presi- 

dent, opened up hospitably after hours. 

He finds conditions materially easier 

than a year ago, but not yet settled 
to a permanently satisfactory basis. 

An incident that was significant of the 

great strides already made occurred 

during our visit. We had been talking 

only a few minutes when a young 

farmer was admitted, looking for a 
good 160 or 200 acres as an investment 

for a city relative. Mr. Myers sur- 
prisingly knew of no such farms at any- 

thing like distress prices. The rise in 
corn prices, explained Mr. Myers, plus 

assorted federal loans, had thus greatly 

relieved the pressure. 

‘THE Davenport Bank & Trust Com- 
pany, organized 1932,istheonly bank 

in lowa’s eastern metropolis. Its direc- 
tors and officers determined from the 
first to avoid all possible pitfalls. In 
consequence it is making profits even 
in 1933 which while not huge are an 
adequate return on the capital. Her- 
man Staak, cashier, calls the reasons 
for these nothing but the fundamentals 
of profitable banking. 

“To make money today,” he says, 
“a bank must reduce its interest rates 
on time money to reasonable levels. 
Its service charges must make every 
transaction pay its way. It must 
reduce costs not only in operating but 
also on the official staff.” 

Just across the bridge in Illinois is 
Rock Island. The record of the State 
Bank of Rock Island is outstanding. 
This bank, of which I. S. White is 
president, is making profits this year, 
but is using most of these earnings to 
write off slow loans. 
Now to Alpha. C. G. Ponte, cashier 

of The Farmers State Bank, says there 
is just one way to make money in a 

country bank of his institution’s size, 

$109,000 total deposits: keep right on 
the job every waking minute. His 
bank has $50,000 in cash and due from 
banks. He finds he can make money on 

good farmer loans, particularly cattle 
feeder loans. He is worried about the 

impending code service charges and 

reports that his colleague W. W. Kerr 

at Orion is just as strongly against 

them. ‘‘For this type of bank they 

are all wrong,” he asserts. “We could 

handle more than double our present 

activity at practically no added cost. 

A lot of our aggregate deposits are in 

little accounts which can be analyzed 

and proved money-losers. I know this 

analysis business from my four years 

in a city bank’s analysis department. 
It just doesn’t apply here, because the 
more money we have on deposit, the 

more money we have to loan our cus- 

tomers. If the code charges are forced 
upon us, a lot of our hard-up customers 
will have to withdraw their little 
accounts and carry their money around 
in their overalls.” 
Now into Galesburg. At the First 

National Bank and Trust Company the 
executive vice-president, Sidney Nird- 
linger, says: ‘““We are making a fair 
rate of profit and using it to charge off 
our older loans. We have total 
deposits of $8,750,000 and about 60 
per cent liquidity in cash and govern- 

ments. The demand for good loans is 
perceptibly increasing, though it is not 
yet strong. Retail business is excellent 

Twenty-seven 

in Galesburg, some of the merchants 
are actually borrowing again. Collec- 
tions are converting our old slow and 
doubtful loans into new good loans, 
and improving our cash position at the 
same time. 

“I cannot worry too much about 
the falling off in bank earnings. This 
is just a passing phase and we shall 

eventually emerge from it. I have told 
our people right along, “Let’s not place 
the emphasis on profits, rather on 
keeping the doors open until the earn- 
ings situation rights itself.” It has 

been my position all along that we do 
not need to revamp the entire banking 

Commercial Paper . 

C. S. W. Packarpb, President 

Tue PENNSYLVANIA CoMPANY 

For INSURANCES ON LIVES AND GRANTING ANNUITIES 

Member of Federal Reserve System 

PHILADELPHIA 

@ December 30, 1933 » 

RESOURCES 

Cash and Due from Banks $42,334,148.07 

U. S. Government Securities 52,140,991.40 
Other Investment Securities 31,415,083.88 

Call Loans Upon Collateral . 58,618,594.20 

Time Loans Upon Collateral 11,043,288.27 

Reserve Fund for the Presection of “Cash Bal- 

ances in Trust Accounts” 5,024,034.76 
Temporary Federal Deposit Insurance ‘Fund 93,470.28 

Miscellaneous Assets . 5,082,434.33 
Interest Accrued eee 1,207,127.69 

Bank Buildings, Vaults and esianenk : 2,239,956.53 
Customers’ Liability for Letters of Credit — 

Acceptances . 212,783.02 

$225,689,066.51 

LIABILITIES 

Capital $8,400,000.00 

Surplus 17,000,000.00 

Undivided Profits 1,788,451.76 

Reserved for Contingencies . 8,300,538.62 

Reserved for Taxes, Building and —_ ‘. 1,306,019.45 

Reserved for Dividend January 2, 1934 . 336,000.00 

Interest Payable Depositors . : 307,231.15 

Miscellaneous Liabilities . 150,682.05 

Letters of Credit Issued and icinieaiines rr 212,783.02 

Deposits . 187 887,360.46 

$225,689,066.51 | 

TRUST FUNDS 

Personal $859 689,610.01 Corporate $1,816,455,323.50 

16,277,154.08 

JAMES CHESTON, 3rd, Treasurer 

In writing to advertisers please mention The Burroughs Clearing House 
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needs this 

Delayed Action Combination Time Lock 
winds, sets and operates the same as the 
time lock on a large vault door 

York patented Portable Hold-Up Partition 
can be installed in any round or square door 
chest your bank may now be using 

YORK SAFE 

MANUFACTURERS AND BUILDERS 

POTTSVILLE 
saLTIMons ST. LOUIS SAN FRANCISCO BOSTON 

PHILADELPHIA NEW HAVEN HOUSTON 
SEATTLE CHICAGO 

FIRE AND BURGLAR 

HOLD-UP PROTECTION 

YOUR BANK 

York Day-Raid Lockers; Bankers’ Day-Raid Unit, combined 
built in two sizes. burglary and robbery protection. 

Because they eliminate success- 

ful hold-ups and discourage the activi- 

ties of bandits. 

Banks in all parts of the United 

States are buying York built protective 

devices equipped with a Delayed Action 

Combination Time Lock. 

R 

Write for complete 

information 
WE DO OUR PART 

AND LOCK CO. 

@® YORK, PENNSYLVANIA @ 

(ol i 0 a od So ee 9 See 2 Se) 

DETROIT HONOLULU CLEVELAND "wane WASHINGTON HAVANA LOS ANGELES TOKYO PITTSBURGH SHANGHAI MONTREAL 

PROOF SAFES AND CHESTS .~ . 

Will the Bandits Prosper? 

If you want to be sure that your 

funds will not help the bandits 

prosper in 1934, have Padua Foot 

Units installed as part of your 

hold-up alarm 

system. Write 

for details. 
Lift of foot sets off the alarm 

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

WAREHOUSE RECEIPTS 

AS COLLATERAL 
| Send for a free copy of this latest work on 

the Law and Uses of warehouse receipts 
as collateral for banks, compiled by the 
American Warehousemans Association. 

Our nearest office will gladly supply you. 

JAWRENCE WAREHOUSE (CO. 
A. T. GIBSON, PRESIDENT 

CHICAGO SAN FRANCISCO LOS ANGELES 
| OneN.LaSalle 37 Drumm St. W., P. Story Bidg. 

PORTLAND 
U.S. National Bank Bidg. 

HOUSTON TEX. BUFFALO, Wt. Y. 
Second National Bank Bldg. 1013 Liberty Bank Bidg 

In writing to advertisers please mention The Burroughs Clearing House 
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structure to right a condition which will 
eventually right itself.” 

A few miles out of Galesburg next 
morning we reach Knoxville and The — 
Farmers National Bank. W. wW. 
McBride, president, finds the profit 
outlook definitely better. He feels the 
new code service charges will help the 

bank’s earnings. Collections and other 
forms of liquidating slow assets are 
proceeding satisfactorily; only last 

week “other real estate’? was reduced 
22 per cent through selling one farm 
for $8,700. 

Across country on eighteen miles of 
gravel and dirt. The State Bank of 

London Mills is a notably solid little 
institution, celebrated locally because 
the management saw the danger in 
savings deposits some time ago and 
forced out all savings accounts, offer- 
ing the option of cash or C/D’s. 
Unfortunately, W. A. Sampson, cashier, 
was at Canton. We might just as well 
have stayed on the hard road! 

Now to Farmington. Donald Parks, 
cashier of The Bank of Farmington, 
modestly declared, “I could talk to 
you, but what I say wouldn’t be so 
solid as what my father could tell you. 
He’ll be back soon.” Correct. E. L. 
Parks, president, and his son are a 
good deal more cordial to the new 
service charges than were most coun- 
try, bankers interviewed on this trip. 
Profits, they admit, are mighty hard to 
make. But they have held down their 
losses through unusual foresight. Long 
before most country bankers, they 
quit making loans of the type which 
later froze up most country banks. 
Hence their bank’s excellent condition. 

Saturday afternoon was _ half-way 
gone, and Chicago many hours distant. 
We turned northeast, toward home. 

Railroads Are Com- 

ing Back 

(From page 19) and Illinois Central) 
will be met without undue difficulty. 

The railroads are not only the recipi- 
ents of whatever general business has 
to offer, but they also constitute one 
of the important motivating forces in 
the trend of economic activity. Their 
influence in the determination of mass 
buying power is two-fold: first through 
the payment of wages (directly and 
indirectly) to labor, and_ secondly 
through the disbursements made on 
railroad securities, the aggregate (net) 
par amount of which outstanding 
reaches approximately $19,000,000,000. 

More than three-fifths of the car- 

rier’s expenses (1932 figures) are in the 
form of direct wage payments to their 

employees. The existing schedule of 
union wages (only 10 per cent below 
the original rates under prosperity con- 

ditions) remains effective to June 30, 
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although negotiations for a 

change may be made after February 

In this connection, it would be 

regrettable if the carriers were forced 
to increase the rate of compensation. 
Furthermore, the railroads are now 

confronted with higher unit costs, inci- 

dent to increased wages under the 
NRA codes as applied to the supplying 

industries. Coal, iron and steel, to- 
gether with lumber and forest prod- 
ucts, are major items, the advanced 
costs of which must sooner or later be 
borne. The heavier expenses so in- 
curred cannot readily be passed on to 
the users of transportation service, 
and in the circumstances the carriers 
should be aided in such a way as to 
permit an economically justifiable en- 

largement of their working forces—a 
“spreading of the work’’—such as 

naturally attends increased business. 
At all events, it is evident that the 

railroads will be potent contributors to 
recovery. In this, the supplying indus- 
tries, with their employees, will be 
important and direct beneficiaries. The 
PW A by the end of 1933 had granted a 
total of $144,836,000 loans for the 
improvement and rehabilitation of 
properties and equipment, and it is 
possible that an aggregate of more than 
a billion dollars may ultimately be 
spent to place the railroad structure 
on a pre-depression basis. 
Railroad management, in addition 

to keeping a firm grip on expenses, has 

been redoubling its efforts to coax both 
freight and passenger business back to 

the railroads. 

HE Pennsylvania and other Eastern 
lines, meantime, have taken a for- 

ward step in the inauguration of system- 
wide collection and delivery service for 
l.c.l. freight. For freight moving within 

the limit of a 260-mile haul the new 

service is provided at no additional 

cost to shippers; additional charges on 

a sliding scale are imposed beyond this 

limit. Truck operators, moreover, are 

leeling higher operating costs under 

the NRA; they are due for greater 

regulation, and the railroads, through 

progressive action of the kind noted, 
may be able eventually to retrieve a 

large part of the highly remunerative 

package freight business. 

Following the enactment last June 

of the Emergency Railroad Transpor- 

tation Act and the appointment of 

Joseph B. Eastman as Federal Co- 
ordinator, much has been accomplished 
In searching out possible means of 
economy in railroad operation. Mr. 
Eastman and his staff of about 100 
persons have been conducting the most 
exhaustive investigation of the Ameri- 
can transportation system ever under- 
taken. His findings will provide the 
basis for recommendations to Congress 
lrom which may evolve a new national 
transportation policy. (See page 32) 

Twenty-nine 

Skill and Brawn 

create Beauty 

Craftsmanship in Wrought Iron was practiced in many 

countries in ancient times. However, in most of these 

countries, Iron, as an art medium, was secondary to 

precious metals; but in Spain, the metal appealed to the 

indomitable temper of the people, and artists of the 

highest rank fashioned it into objects of utility and 

beauty. These, apprehending that its inherent quality and 

strength were best expressed on a grand scale, created 

those monumental works which give Spain a unique posi- 

tion in the realm of artistic Wrought Iron. 

The inimitable Quality of Carew Papers, made by Carew 

Master Craftsmen, has placed Carew in an enviable posi- 

tion among paper manufacturers. Since 1848—85 years— 

Carew has been carefully moulding and fostering a 

deserved reputation for making “the finest rag papers in 

the land.” Every operation in the making of Carew 

Papers is vigilantly supervised by Master Craftsmen. 

With matchless skill, the various elements are blended 

into the finished sheet. And in the Carew Mills, the old 

methods of sizing with animal hide glue, pole drying, 

sheet calendering or plating, and hand sorting and count- 

ing, methods tested by years, have not given way to qual- 

ity destroying speed. 

Your Paper Merchant will 
be glad to supply you with 
beautiful, illustrated Port- 
folios of any of the Carew 
Bonds or Ledgers in which 
you are interested. . The 
Lift of the complete line of 
Carew Papers appears in 
the imprint. 

The beautiful appearance of Carew Papers; their crisp, 

crackly feel, and their rag content, backed by Carew 

Craftsmanship, immediately convey an impression of that 

elusive something known as Quality; and Quality is the 

surest harbinger of Prestige. The use of Carew Quality 

Papers will insure character that will reflect the good 

taste of the firm or individual using them. After you try 

them, you'll agree. 

“Your Great Grandfather used Carew Quality Papers in the days of the Quill” 

ew: NS 

4 Stax Pancument Desp ¢ Empire Bonn « 

Manuscript Cover 
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MANUFACTURING COMPANY 

TH HADLEY FALLS, MASSACHUSETTS Z 

"Since 1848 
Makers of the 

Finest Rag ‘Papers 
in the land” 
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VA Persia OntentaL 

Patented 

and Collapsible Shelf Cabinets 
Manufactured 

Only By 
Bank Supplies Since 1914 

oe REQUIRES NO PASTING 

“All iui” EASY SNAP 

Collapsible Storage File Boxes 

STRAYER COIN BAG CO., New Brighton, Pa. 

Used by thousands of Banks 

us. 

‘WE DO OUR PART 

82 Stock 
Sizes. 

Samples Sent 
on Request. 

LOCK-SEAL 
NIGHT DEPOSITORY BAG 

Requires No Padlock 
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Burroughs 

From either a pen-and-ink or a machine-posted analysis record 

Burroughs Electric Calculator figures service charges rapidly and 

accurately. With this electrically-operated, non-listing machine| [ 

it is a simple matter to add, subtract, multiply or divide any figures 

necessary to compute service charges, analyze accounts or determine} — 

average collected balances. [ 

Likewise, Burroughs Electric Calculator is extremely valuable} | 

when calculating the daily figures, including float, that must be L r 

posted to the analysis record itself. Besides, it has countless other E ; 

uses, such as figuring and checking interest on savings accounts, 

notes, mortgages or bonds. | a 

This fast calculator is easy to operate. A light key touch actu-| |* 

ates the motor and the motor instantly completes the operation. 

Each key always registers its full value on the dials. | : 

Investigate Burroughs Electric Calculator. See how it speeds 

and simplifies figuring. Call the nearest Burroughs office for a 

complete demonstration. 

Burroughs Adding Machine Company 

Detroit, Michigan 

Burroughs 

Manufacturers of ACCOUNTING MACHINES *« ADDING MACHINES 
STATISTICAL MACHINES ¢ TYPEWRITER BOOKKEEPING MACHINES 
TYPEWRITER BILLING MACHINES « CALCULATING MACHINES 
CASH REGISTERS e« TYPEWRITERS «+ CORRECT-POSTURE CHAIRS 
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What Is Happening 

to Insurance Trusts? 

(From page 17) benefit to all concerned, 
policyholders, beneficiaries, and the 
two groups of companies.” 

The drastic diminution, and in some 
cases the actual cessation, of trust 
development effort, even under such 
odds as exist at present, seems a short- 
sighted policy. Competent trust repre- 
sentatives are not developed over 
night, and valuable contacts with life 
underwriters, attorneys, and_ trust 
prospects cannot be dropped lightly 
and picked up again at will. 

It is entirely logical and a matter of 
good business policy to reduce large 
working forces from the 1929 peak. 
Profits are smaller and payrolls must 
be trimmed. But a skeleton organiza- 
tion, sufficient in size to carry on the 
most important development work, 
should be continued. 

= J588> 

@ Nearly half the 1600 rooms at the 
William Penn Hotel have now been 
reduced to $3.00 and $3.50. ANEW 
DEAL for everybody! The same ex- 
cellent service, the same luxurious 
appointments, at Pitt-burgh's finest 
hotel. All rooms with bath. 

ILLIAM PENN 

Also the FORT PITT HOTEL—good 
rooms from $1.50; with bath $2.00 

WANTED Salesmen to sell our prod- 
ucts on a commission 
basis to banks. We were 

established in 1911. Our Wrappers and Bill 
Straps have been marketed throughout the 
United States since that date and are well 
and favorably known. Liberal commissions. 

ABBOTT COIN COUNTER CO. 
143rd Street and Wales Avenue, New York, N. Y. 

| invest small, 

In order that mistakes of the past 
may not be repeated, trusts should be 
more carefully selected; trust repre- 
sentatives should recognize that not 
all life insurance can be trusteed advan- 
tageously. Insurance settlement op- 
tions and even, in some cases, lump 
sum settlements have their place. 

While there aresome border-line cases 
in which the method of distribution 
may not clearly be defined, it is safe to 
say that in 90 per cent of the instances 
an analysis will disclose what method 
of settlement should be pursued. 

In general, a trust is indicated where 
the amount is large or where the 
contingencies are complicated. Proba- 
bly the minimum amount which can 
be satisfactorily placed in trust is 

$25,000. The annual income on this 
amount at 5 per cent is but slightly in 
excess of $100 a month, which cer- 
tainly is about the least the family of 
the insured could live on. Any amount 

less than $25,000 would necessitate 
using part of the principal, and the 
trust company is not equipped to 

odd amounts so that 
gradual reductions can be made in the 
principal. The insurance company, 
on the other hand, has made-to-order 
plans, whereby a stated amount, say 
$25,000, can be paid out over a definite 
period of years or for the life of the 
beneficiary. Furthermore, no _ trust 
company can afford to handle a trust, 
assume the many duties and responsi- 
bilities of a trustee, and give the per- 
sonal service and attention to the 
beneficiaries to which they are entitled, 
for the small fee which a trust of 
less than $25,000 would yield. 

Under conditions where the con- 
tingencies are complicated a trust is 
clearly indicated. If the nature of the 
general estate of the insured is such 

that a large toll will be taken in estate 
and inheritance taxes, an insurance 

trust may be designed to effect a con- 

siderable saving. 
If the insurance estate is composed 

of a number of different policies in 
varying amounts issued by different 

companies located in different parts 

of the country and subject to various 
state laws, the unification of the estate 

through a trust may be desirable. If 

the general estate consists of a business 

to be liquidated, real estate to be 
managed, investments to be held or 

sold, a corporate trustee is almost 

necessary in order to bring together 

the many parts and work them out in 

the interest of the whole. 

If these factors are kept in mind in 

the development of life insurance trusts, 

co-operation instead of competition 

between the underwriter and the trust 
company will be the rule, more profit- 

able business will result, and there will 

be fewer cancellations of trusts due to 
misguided activity on the part of trust 

representatives. 

Railroads Are Com- 

ing Back 

(From page 29) Emphasis upon the 
necessity for additional railroad legis. 

lation of a salutary nature is found 
in a recent expression of policy on 

the part of the leading life insurance 
companies. In response to a question. 
naire sent out by the Co-ordinator 
Organization, these institutions have 
declared themselves generally unwill- 
ing to invest further in railroad securi- 

ties pending: (1) assurance of greater 
protection for bondholders and (2) 

a clarified national policy on rail- 
roads with respect to rates, regula- 

tion, consolidation, future financial 
assistance, etc. 

Considerable attention undoubtedly 
will be given the question of regulation, 
which for many years has been all but J 

punitive. The carriers themselves are J 
stressing the need for a Federal curb on | 
the operations of both common and 
contract motor vehicles, although in 
other quarters it is held that release of | 
the railroads from much of their pres- 9 
ent regulation offers a better and more §f 
practical solution. 

At all events, the railroads appear at ; 

sympathetic attitude on the part of ff 
last to have the benefit of a more 

both government and the public. 

oo 
Ewing Galloway 
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