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Kelvinator. 

has the answer for 

TWO BANK PROBLEMS 

An Added Service to the Public 

People are impressed by thoughtfulness 

in small matters like the provision of 

properly cooled drinking water in a banking 

room. At very slight cost it is possible to make this 

gesture toward securing good will through service. 

The Kelvinator Line includes the correct type 

for every kind of installation, from the small office 

to the factory or office building. Models are avail- 

able for use of bottled water or for connection to 

city water. The Jatter models include both faucet 

and bubbler types. 

Consult your local Kelvinator dealer for data on 

such equipment, or write to us direct. 

In Remodeling Bank Properties 

See that you get the maximum renting power out of 

your improvements. And particularly in the kitchens, 

where women make the decision, protect yourself 

by installing Kelvinator electric refrigeration. 

Kelvinator’s name and prestige will create a favor- 

able reaction and Kelvinator quality will insure 

long life and low cost operation and upkeep. 

Above all, when you are buying, don’t buy on price 

alone. Insist on the long-time economy of a Kelvin- 

ator installation. Then you will know from the start 

that you have bought wisely ... KELVINATOR 

CORPORATION, 14250 Plymouth 

Road, Detroit, Michigan. Factories also in 

London, Ontario, and London, England. 
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-LETTERS- 

Wanted: J uly, 29 and May, ’30 Copies 

Sirs: Please permit me to express to you this year my deepest 
gratitude for keeping my name on your mailing list to receive 
The Burroughs Clearing House. 

It would be a special favor if you can secure for me from your 
readers who have extra copies of your issues for July, 1929 and 
May, 1930, one copy of each of these issues as they are the only 
ones missing in my files for the last six years. 

If they care I will send them in return one peso worth of unused 
local postage stamps or interesting views of this country. 

ALBERTO P. Reyes, C. P. A., Branch Auditor. 
Philippine National Bank, Manila, P. I. 

Sd e 

Community Enterprise 

Sins: For the fourth consecutive year on Easter night, a 
song service was presented from the roof of our building. While 
this event had been held three times previously, this was the first time 
our bank participated as we opened for business last November first. 

This program has become a strik- 
ingly beautiful and unique feature of 
the Easter celebration in Kalamazoo. 
The event is given state-wide publicity 
and attracts visitors from a radius of 
many miles. 

This year it drew hundreds of 
people to the downtown district, which 
was closed to traffic for one hour. The 

it could be heard quite distinctly over 
almost the entire Kalamazoo valley. 

A sixty piece band and a huge 
interdenominational massed choir took 
part. The singers and band were 
located on the top of our building 
which showed lighted crosses fifteen 
stories high on all four sides. 
Duntap C. Ciark, President, 

The American National Bank, 
Kalamazoo, Michigan 

. 7 

Colonel Ayres’ Interesting Chart 

Sirs: On page seven of your issue of July, 1931, you published 
a chart described as Colonel Ayres’ picture of all depressions since 
1854 taken from the “Cleveland Trust Bulletin.” It would be 
interesting to see another publication of this chart brought 
up to date in a future issue of your interesting magazine. 

S. B. Martin, Manager, The Royal Bank of Canada, 
Yonge and College Branch, Toronto 2, Ontario 

_ Sins: I am sending you, in answer to your request, a copy 
ol our diagram of business changes brought up to date. I wish I 
had the time to undertake a piece for The Clearing House to be 
published with some part of the diagram, but unfortunately I am 
too busy these days to do any outside writing. 

LEONARD P. Ayres, Vice-president, 
The Cleveland Trust ompany, Cleveland, Ohio 
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From One Cashier to Another 
Mr. Frep CopELAND: 

Just read it—your latest Clutchbill yarn. It is a dandy. I 
started to say your best but there is no best among your Ferndale- 
Clutchbill stories, for each one is a gem. 

I don’t think there is another cuss in the nation who could 

| (heBurroughs 

|Clearing House | 

| Henry J. Boone, Editor | 
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write yarns equal to these. Makes us wonder if you are not a 
banker—a country banker? I do not believe any man who has never 
felt the presence of a bank examiner could put the feel into the 
thing that you do. 

If you were to catch Director Clutchbill’s daily doings it 
might save many a poor cashier’s life. 

G1BBONS PoreEET, Cashier, 
The First National Bank, Roxton, Texas 

Nore: Fred Copeland is cashier of the Randolph National Bank, Randolph, Vermont. 
* 6 

Getting Service from the HO LC 

Sirs: For the past week I have been engaged in reorganizing 
one of the H O L C districts in Illinois, originally comprising 
fifteen counties served by one office. I have set up five sub- 
district offices and within this district are located ninety building 
and loan associations. 

I particularly want to send each building and loan association a 
copy of the March issue of The Burroughs Clearing House to read 
the article on service for the H O L C as developed in Ohio. (Are 
You Getting Service from the H OL C, by Arthur Van Vlissingen, Jr.) 
By enlisting the help of these local offices to revamp and complete 
each application we will have over one hundred oftices working 
where one office was trying to struggle along before. 

C. C. KaGey, Special Representative Illinois Agency, 
Home Owners’ Loan Corporation, Champaign, Illinois 
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* From many sources deposits pass through tellers’ windows. . . cash 

from workers’ pay envelopes. . . salary checks. . . daily receipts from 

stores, theaters, restaurants... payments for manufactured goods. 

Seen as a composite of many effects the steady growth of deposits 

in Ohio’s largest national bank during past months gives evidence of 

increased activity . . . renewed confidence in business. . . enlarged 

opportunities in the Cleveland area. 

We invite accounts of banks having occasion to use correspondent 

facilities in this area. 

CENTRAL UNITED 

NATIONAL BANK 

OF CLEVELAND 
Sie 

THE LARGEST NATIONAL BANK IN onto. 

In writing to advertisers please mention The Burroughs Clearing House 
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, Che Burroughs 

* Clearing Hottse 

‘Two Bituions 

for Home Mortgages 

OVERNMENTAL refi- 

(; nancing of home mort- 
gages is now going for- 

ward in high gear. Early in April the 

speed of the extensive machine built 
up by the Home Owners Loan Cor- 
poration had advanced to such a point 
that more than 2,000 loans were being 
closed daily. 

The aggregate value of refinancing 

transactions was rapidly advancing 
toward the half billion dollars mark 
or one-fourth of the authorized 

$2,000,000,000 bond issue. 
Above all, the governmental support 

of the project has been made definite 
and complete. The H O L C bonds in 
consequence have the confidence of 
the public. Holders of home mort- 
gages are more ready to accept the 

bonds in an exchange transaction even 
though it means a lower interest rate 
and perhaps a scaling down of 
principal. Barring collapse of the 
government there is no longer the 
slightest reason why the bonds should 
sell below par as they did for a time 
when first put on the market last fall 
without a government guaranty of 

principal. 

The legislation to guarantee the 
principal as well as the interest of the 
authorized $2,000,000,000 of home 
mortgage refinancing bonds was passed 
by the Senate on March 19 and by the 
House on April 5. 
Even before the bill was signed the 

certainty that it would be enacted 
tended to vitalize the work of the 
corporation. During the week ending 
March 30 the corporation completed 
loans on 12,205 urban homes totaling 

$35,515,062, a record amount. The 
aggregate of individual refinancing 

+ 2 

This busy scene in the Detroit 
office of the Home Owners Loan 
Corporation illustrates the new 
activity that has come into the 

national organization 

by ARTHUR CRAWFORD 

transactions by the corporation to that 
date was 150,370, amounting to $427,- 
811, 794. Of this amount a total of 
$424,584,663 or 99.9 per cent was 
concluded by exchange of bonds of the 
corporation for existing mortgages 
on homes. 

Up to the end of March the corpora- 
tion had received 1,146,933 applications 
for loans aggregating $3,613,521,730. 

In the process of acting upon the 
applications there had been obtained 
signed agreements from mortgages on 
785,514 properties to accept bonds in 
specified amounts in lieu of their 
mortgages. Detailed appraisal of 
homes of 581,710 applicants had been 
completed. 

Of the total loans more than one- 

eighth were made through the 
‘wholesale department” of the 
corporation established to facili- 

tate exchanges of bonds for eligible 
mortgages held by closed banks, closed 
building and loan associations and 
mortgage companies. There are about 
3,900 institutions in this category in 
which the wholesale department is in 

contact. These institutions at the 
beginning of the corporation’s activities 
held eligible home mortgages estimated 
at 234,809 and amounting to $564,- 
061,760. 

The new legislation not only provides 
for the guaranty of the bonds by the 
government but authorizes the Treas- 
ury to buy the bonds. The new lan- 
guage which is inserted in the old act 
authorizing the issuance by the Home 

Owners Loan Corporation of $2,000,- 
000,000 of bonds at rates of interest 



To John H. Fahey, chairman of 
the Home Loan Bank Board, is 
due a large measure of credit for 
developing the H OL C organiza- 
tion into an efficient machine 

+ ° 

not exceeding 4 per cent and with 
maturities of not more than eighteen 
years follows: 

“Such bonds shall be 

unconditionally guaranteed 
to interest and principal by the 
United States, and such guaranty 
shall be expressed on the face thereof, 
and such bonds shall be lawful invest- 
ments, and may be accepted as security, 

for all fiduciary, trust and_ public 
funds, the investment or deposit of 
which shall be under the authority or 
control of the United States or any 
officer or officers thereof. In the event 
that the corporation shall be unable to 
pay upon demand, when due, the 
principal of, or interest on, such 
bonds, the Secretary of the Treasury 

shall pay to the holder the amount 
thereof which is hereby authorized to 
be appropriated out of any moneys in 
the Treasury not otherwise appropri- 
ated, and thereupon to the extent of 
the amount so paid the Secretary of 

the Treasury shall succeed to all the 

rights of the holders of such bonds.” 

At the time of the passage of the 

legislation there was considerably more 

than a quarter of a billion dollars worth 

of the bonds outstanding. Provision 

was made by extending the guaranty 

to them by the process of exchange 
for new bonds. 

The language of the bill providing 

for the exchange follows: 

‘For a period of twelve months after 

the date this subsection, as amended, 
takes effect, the corporation is author- 

fully and 
both as 

ized to refund any of its bonds issued 
prior to such date or any bonds issued 
after such date in compliance with 
commitments of the corporation out- 
standing on such date, upon the 
application of the holders thereof, by 
exchanging therefor bonds of an equal 
face amount issued by the corporation 

under this subsection as amended, 
and bearing interest at such rate as 
may be prescribed by the corporation 
with the approval of the Secretary of 
the Treasury; but such rate shall not 

be less than that first fixed after this 
subsection, as amended, takes effect 
on bonds exchanged by the coporation 
for home mortgages. For the purpose 
of such refunding the corporation is 

further authorized to increase its total 
bond issue in an amount equal to the 
amount of the bonds so refunded.” 

It is believed likely, in view of the 
government guaranty, that the 
H OL C will issue no additional 4 per 
cent bonds but will put out an issue 
similar to the recently floated 3144 per 
cent farm mortgage bonds of 1964, 
which are now quoted above par. 

Current H O L C 4’s are callable at 
par on sixty days’ notice. 

Under the original act the Home 
Owners Loan Corporation has au- 

thority to exchange bonds for home 
mortgages for a period of three years 
from date of enactment, June 13, 1933. 

The new legislation tends to restrict 
the cases in which the corporation 
may act. It provides that the cor- 

poration shall have 
power to refund home 

THE BURROUGHS 

provision authorizing the corporation 
to advance cash, not only to make 

necessary repairs and provide necessary 
maintenance, as allowed under the 

original act, but also for “‘rehabilitation. | 
modernization, rebuilding and enlarge. 
mentofthe homes financed.” It is pro- | 

vided that not more than $200,000,000 § 

derived from the sale of bonds of the 7 
corporation may be used for such pur- § 
poses. It is expected that this provi- 7 
sion will make possible a substantial 7 
amount of employment in the improve- 

ment of these houses and at the same 
time the corporation will be obtaining 
better security. 

— 

Sit PULA ius Sab ep dont 

"THE corporation is authorized to 
grant an extension of principal or 

interest to a home owner where such 
extension is justified but the clause in 7 

the original law whereby a three-year 7 

moratorium in principal payments was 
mandatory was eliminated. 

The legislation strengthens the 
federal savings and loan associations | 
which were authorized under the | 
original home owners loan corporation | 
act. These are similar to the state- 

Retaiianliter 

roe 

on 

chartered building and loan associ- 7 
ations. Not only are the federal 7 
associations encouraged in areas where 
there have not been any building and 
loan associations but many of the | 
latter are being converted into the 
new type of organizations under federal |) 
charter. The number of the federal § 
associations had increased from only 

mortgages in cases 
-h h h 4 HOW AN APPLICATION FOR A LOAN IS HANDLED THROUGH THE a 

W ere t e home Ow ner HOME OWNERS LOAN CORPORATION ; 
was involuntarily in 

default at the time | Fo ciegpitonst a 
the home owners loan = 
act took effect in June, ee 1 - 

fe id ' 1933, and are now | a L- = appraisa. | 

unable to carry or LS ! Re 

refinance their home | NOT AUTHORIZED Lz | MORTGAGEE CONTACTED i —— | 
. i insufficient Security or i + OR REFINANCED ELSE 

mortgage indebted- | Yama ovr $28000. 1 ean ree 
ness. The exception is co SMES: 

made that the corpora- OBTAINED *+omae,{ MORTGAGES CONSENT 

tion may also give re- 

lief to homeowners who 
have defaulted since 
June 13, 1933, where 

it is shown that such | NOT AUTHORIZED 

default was due to 1 

unemployment or eco- 

nomic conditions or 

misfortune beyond the 
control of the home 

owner, or where the 

home mortgage or 

other obligation or 

NOTE: 

Loan. 

lien iS ° held - by an Causes for Disapproval 
institution which is in nae hat 
liquidation. Pronger. ag na 

An important fea- 

ture of the new legis- 
Different Procedure. 

insufficient Security or 
Volvation over $20,000. 

_ ! 

Center Line Indicates 
Progress of Eligible 
Application to Closing of 

Detours Represent ! 

Banks Follows Somewhat 

NOT OBTAINED } 

i | | DETAILED FEE sear aaa coun 
| APPRAISAL PO cate } 

| CONSIDERED | 
: ee ms | 

ve FOR REPAIRS aq | 
: u T i 

[ CHARACTER REPORT 

TITLE SEARCH AND ATION | CLEARING OF TITLE sooo | 
a 
i 
} DISAPPROVED 1 ! _ cea -4 
Ps 
} 
1 

eae we ae ee 
FINAL APPROVAL | OISAPPROVED 

| of Departments ond Manogers 

A. 
CLOSING SETTLEMENT 

Refinancing with Bond Loans up te 
BO% of Value: or Cash Loans up to 
40% of Voive, (Referred to Wosh- 
ington for Approval). Cosh Loans up 
to SO% on Unmortgeges Homes 

lation, representing a 

broadening of this 
emergency credit, is a 

Step by step this H O L C chart shows the 
progress of a loan from the filing of the applica- 

tion to the final settlement 
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CLEARING HOUSE 

fifty on December 1 to about two 

hundred on April 1. 

Under the new legislation the Secre- 

tarv of the Treasury may invest in 

full-paid income shares of federal 

savings and loan associations in an 

amount not to exceed 75 per cent of 

the total investment in such associ- 

ations, which shares may be retired by 

the Secretary after five years but not 

| to exceed 10 per cent in any one year. 

ining § 

Under the original act the Secretary 

of the Treasury might invest in shares 

of the associations but with a limit of 

50 per cent of the total investment. 

+ The original act created a $100,000,000 

d to @ 
al or 
such (7 

ise in 

“Year | convert itself into a federal savings 
S Was 

the 
ilions 

the | 
‘ation 
state- | 

5 

d 

ssoci- 
| Federal Reserve banks to their mem- 

»deral 
where | 

g and 
f the | 
o the 
ederal 

fund for this purpose. 
The federal associations are auto- 

matically members in a home loan 

bank. The new law provides that 
any member of a home loan bank may 

and loan association upon a vote of 

51 per cent or more of members. 
A provision of importance both with 

respect to bonds of the Home Owners 

Loan Corporation and bonds of the 
home loan banks makes both eligible 
as collateral for fifteen-day loans by 

ber banks. Section 14(b) -of the 
Federal Reserve Act is amended so as 
to enable Federal Reserve banks to 
purchase both types of bonds having 

| maturities from date of purchase of 

ederal & 

the 
ca- 

2 a 
Ko 

i tra 

not exceeding six months. These 

 onlv © provisions alone are sufficient to make 

the bonds a highly liquid investment. 
No change has been made in the 

general conditions under which home 
mortgages may be refinanced by the 
HOLC. The corporation will loan 
in bonds 80 per cent of the value of the 

property. It will also furnish the 
money to pay taxes that may be in 
arrears on the property which will be 
made a part of the 80 per cent loaned. 
When the exchange of bonds for a 

mortgage in default is made the cor- 
poration will take a new mortgage from 
the home owner, running for fifteen 
years with payments either monthly, 

quarterly, semi-annually or annually, 
and with interest at 5 per cent. 

If the mortgagee refuses to take bonds 
and the mortgage and taxes and other 
encumbrances due are not in excess of 
40 per cent of the value of the property 
the corporation will loan the mort- 

gagor up to the 40 per cent to take up 
the mortgage in cash and also any 
taxes due. The corporation will take 

a mortgage from the home owner under 
a fifteen-year payment plan with 
interest at 6 per cent. 
The corporation may refinance only 

homes which are valued at not over 
, $20,000. Its maximum loan on a home 

is $14,000 either in bonds or cash. The 
| actual average of loans made thus far 

is a little more than $2,800. A test 

check upon a large number of loans 
Indicates that the amount loaned 

Five 

An institutional department in the Detroit office of the H O L C where 
applications for conversion of mortgages held by banks are put in final 

form. 

represents an average of about 70 per 
cent of the appraised value of the 
properties involved. 

The corporation now has been in 
operation for about ten months. It 
has expanded into every state, the 
District of Columbia and Hawaii with 
a total of 244 field offices serving every 
county and village. It had 12,590 
employees in March, the largest total 
of any of the emergency agencies. 

‘THE problem faced at the outset was 
almost unprecedented in scope and 

complexity as indicated by the three- 
fold character of the refunding oper- 
ation which necessitated co-operation 
by home owners, mortgagees and the 
government, each with its own interests 

to safeguard.. The development of a 
highly specialized method of procedure 
was essential. The rules and forms for 
appraisals were drawn up after con- 
sultation with a committee from the 
American Institute of Real Estate 
Appraisers, a part of the National 
Association of Real Estate Boards. 
Each state and district office employs 
counsel, appraisers, clerks, interviewers 
and investigators. 

To John H. Fahey, chairman of the 
home loan bank board in recent 
months, is given a large measure of 

credit for developing the H O L C 
organization into a much more efficient 
machine than it was in its early days. 
Mr. Fahey, a resident of Worcester, 
Mass., has been a banker and news- 
paper publisher. A former president 
of the Chamber of Commerce of the 
United States and active in its affairs 
for many years, Mr. Fahey also served 

It is known as the loan closing department 

as chairman of the organizing com- 

mittee of the International Chamber 
of Commerce about fifteen years ago. 

Meanwhile the twelve home loan 
banks have been going forward along 
lines intended to establish them as 
permanent institutions. The assertion 
that this home mortgage financing 
system is a failure was frequently 
heard during the first year of its 
operation when it bore the brunt of 

complaints from distressed home 
owners. Now that the distress cases 
are being cared for by the H OL C it 
is possible for the management of these 
banks to confine their efforts to the 
development of a sound system of 
home financing. 

The home loan banks were financed 
by $125,000,000 of capital from the 

Treasury supplemented by such capital 
as is furnished by their members. The 

banks have about 2,300 members, 
including building and loan associ- 
ations, federal associations, insurance 
companies and savings banks. Their 
total subscriptions to capital have 
amounted to about $19,000,000. The 
lines of credit established by the 
system for member institutions have 
amounted to about $225,000,000 of 
which somewhat less than half has 
been actually advanced. The banks 
have a flexible borrowing power by 
which they are ultimately expected to 
expand their activities very greatly. 

Through the Home Loan Bank Sys- 
tem, and the Home Owners Loan Cor- 
poration, it is expected by the admin- 
istration that the nation will advance 
toward a solution of the problem of 
home financing. 
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Wart—or Go AHEAD 

Charges?! with Service 

Higher operating costs due to NRA 

and payment of FDIC premiums 

are new factors to be considered 

by GUY C. PHILIPS 

Vice-president, Mississippi Valley Trust Company 
St. Louis, Missouri. 

ERIODICALLY somebody _re- 
Pines that there is no more need 

of talking about service charges — 
that the battle has been won, that serv- 
ice charges are here and triumphant. 
Which is a cheerful view, to say the 
least, and one which many bankers 
sincerely wish was true. But to some 
of us in the country banking division 
of a city bank, it seems that service 

charges are still very much in a 

tentative position in the great majority 
of banks. Frankly, I doubt whether 

they are firmly established except in 
the comparatively few banks which 
have had a comprehensive, well- 
developed schedule of fair charges for 
so long that their managements can- 
not imagine trying to get along 
without them. 

At this writing, the schedules of 
charges submitted by clearing house 
and regional groups for approval of the 
code authority are still very much in 
chaotic condition. By no means have 
all of the groups settled definitely on 
the schedules which they wish to 
submit, and in many communities 
there seems no imminent likelihood 
of early decision. Beyond all this is 
the matter of approval by the code 
authority, which is problematical and 
very much in the future. So the 
banker who assumes that the question 
of service charges is settled strikes me 

as a pronounced optimist. By the 
time this article is published much 

progress may have been made. Again, 
very little progress may have inter- 
vened. 

Even though the schedules as 
submitted should be adopted, these 
do not cover the entire subject. By 
official definition, service charges in- 

clude flat charges on small accounts, 

standard procedures of account 
analysis on all other accounts, and 
out-of-pocket expense reimbursements; 
perhaps this does not exactly coincide 
with the official definition, but it is 

close enough for the purposes of this 
discussion. Doubtless this is adequate 
ground for schedules filed under the 
code. But certainly it does not cover 

the entire scope which banks should 
cover with stop-loss charges. 

For example, consider cashing pay 
checks, milk checks, handling chain 
store details; the 
dozen-and-one 
specific problems 
which arise in 
various communi- 

ties and institu- 
tions. Why, in 
some banks in the 
smaller communi- 
ties the single de- 

tail of notarizing 
farmers’ monthly 
certificates of 
gasoline used for 
agricultural pur- 

poses, accom- 
panying applica- 
tions for tax re- 
funds on these 
tax-paid pur- 
chases, is so great 
that unless the 
cashier of the local 
bank meticulously 
collected the no- 

tarial fee in each 
instance he would 
be doing nothing 
else than notariz- 
ing these docu- 

Present banking customs are predicated on long ex- 
perience under conditions where expenses were lower 

and earned interest higher 
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ments for about three or four full busi- 
ness days each month. 

Miscellaneous service charges are in 
some instances of almost equal signifi- 
cance with the officially recognized ¥ 
service charge classifications, yet they | 
are entirely outside of the code’s pur- 
view. All of which is intended not at all 
as criticism of the code, but rather as 
evidence to back up the assertion of my 
opening paragraph that anybody who 

feels that service charges are settled is 
notonly optimistic but alsomisinformed. 

Yet the need for service charges in 
banks is today far greater than ever 
before. It becomes increasingly acute 
each month. Deposit insurance premi- 
ums have increased the overhead 
expense of every bank. Most banks 
have felt in some degree increased 
expense due to the N R A. Taxes J 

tend to go higher every year, not only 
at the hands of local taxing bodies but 
also from the efforts of larger govern- 
mental units —with no relief in sight. | 
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Insurance premiums work gradually 

upward. Prices of materials and 
supplies increase in step with the 

recovery program. Mind you, none 
of this is complaint or grumbling; it is 

) merely a statement of conditions which 

are making the cost more each year to 

' run an individual bank than the cost 
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On the other side offsetting these 

factors, the reserve city banks which 
do substantial volumes of correspond- 

business have 

the decrease in cost due to the discon- 
tinuance of interest on demand 
deposits. But this works just the other 
way upon the country banks. The 

country banks as a general rule did 
not pay interest on demand deposits, 
at the same time the interest on their 

balances with city correspondents was 

an important item in their gross 
income. Now this income is simply 

| wiped off the operating sheet of every 
country bank. 

HERE is no need to expatiate upon 
the income situation arising from 

interest rates. Enough to repeat what 
every banker knows, that practically 
no high-yield uses for money are avail- 
able; that especially in the farm dis- 
tricts government loaning has seriously 
cut into or taken away the country 

last profitable source of 
income, the crop loan of one kind or 

Few bankers have taken the 
one drastic step which would stop the 
inevitable current loss on time deposits; 
namely, stopped paying interest upon 
them. On the income side of the 
ledger the banking picture is even 
more desolate than on the expense side. 

Obviously a bank cannot go on 
indefinitely losing money through oper- 
ating deficits. Few banks have re- 
tained sufficient undivided profits to 
carry them for a long, long time at the 
rate they are going. While it has been 
a rare spectacle to encounter a bank 
which failed from operating deficits 
rather than loan and investment losses, 
I have actually seen some such cases. 
And unless the banks put a stop to the 

| losses they are now taking on the 

operating side, their surplus and un- 
divided profit accounts are going to 

disappear from their balance sheets. 

Of no line of business is it so true as 
of banking, that an institution to be 
safe must be profitable. Critics of the 

| banker’s current inclination to play 
his loans close to his belt may be 
overlooking the obvious fact that a 
bank which is making no profits can- 

| hot stand loan losses which would be 

negligible if income were holding at a 
lair level. For a banker must always 
remember that he, alone of all business 
men, is closed up by law just the 
Moment that his capital is seriously 
impaired or that he cannot meet his 
obligations. And because some losses 

Most banks have felt in some degree increased expenses due tothe NRA... 
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Prices of material and supplies increase in step with the recovery program 

are inevitable if the bank continues to 
do business, a disappearance of net 
income for a considerable period of 

time will finally render it unsafe. The 
occasional institution exists, of course, 
in such excellent condition that it 
could withstand small annual losses for 
a long, long time, but none could do so 
indefinitely, nor would there be any 
sense in its doing so. No one would 

stay in business simply for the fun of 
losing money. 

Let me reiterate that I am not 
coming forth as a banking Jeremiah, 
a prophet of gloom. I am merely 
attempting to paint a picture, in true- 
to-life colors, of the discouraging facts 
in banking today. The obvious answer 
to all these discouraging facts of low 
income and high expense is that new 
sources of income must be found. And 
inasmuch as self-preservation is the 
strongest instinct in the banking busi- 
ness just as it is in human life, we may 
depend upon it that bankers will 
presently take steps to safeguard their 

institutions. 

Barring an unexpected early upturn 

in money rates, the one out for banks 

is in charging for the services they 

perform for their customers. Present 

customs are predicated upon the long- 

time experience of banking under 

conditions where expenses were lower 

than today and earned interest ran 

far higher. Unless and until current 
conditions shift back to something 

approaching the long-time experience 
levels, we must substitute charges 
which will yield a living income to 
the banks. 

Do not interpret this as a plea for 
service charges so high as to make the 
bankers wealthy. In the first place, 
it is doubtful that high charges would 
yield as much money as charges low 
enough to encourage continued use of 
banking facilities by the average bank 
customer. Equally important, exorbi- 
tant levels of charging would be poor 
ethics and equally poor judgment 
because of the inescapable effect on 
public opinion toward the bankers. 
No, what we need in service and mis- 
cellaneous charges are schedules high 
enough to stop the losses which banks 
are currently suffering and to convert 
these losses into moderate and reason- 
able profits to which any bank is fairly 

entitled for the public service it 
performs. 

ig is not the purpose of this article 
to make specific suggestions as to just 

what charges should be made, nor 

even which services should be charged 

for. To an important extent these 

questions can be best settled by con- 

certed action of bankers in a com- 
munity or trade territory. If the local 

bankers cannot get together, then the 

individual banker has on his hands the 

job of deciding whether or not he will 
establish for his own (See page 22). 
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The secret of avoiding losses 

and preventing work-outs is to 

spot trouble before it appears 

by VINCENT YAGER 

Assistant Vice-president, Harris Trust and Savings Bank, 
Chicago, Illinois 

BVIOUSLY it is better banking the loss to the borrower in 
to forecast trouble on a loan, such a catastrophe is far more 
and then either prevent it or 

collect before trouble arrives, than to 
awaken some sad morning to the reali- 
zation that another work-out has 
appeared upon the scene. Every 
banker has had during the past four 
years a lot more work-outs than he 
hopes ever to encounter again —and 

his reserves show the enervating effect 
of the losses which usually must be 

taken at the tag-end of a proportion of 
all work-outs. Forestalling this class 
of trouble should be particularly popu- 
lar right now. 

But there are several other reasons 
why this is a peculiarly appropriate 
time to stress the prevention of work- 
outs and consequent losses. After four 
years of charge-offs and the recently 
increased strictness of examiners in 
classifying paper, poor loans are today 
pretty well cleared out of the way. In 
most going banks the note cases are in 
better condition than they have been 
since the 20’s. Where a bank has ex- 
perienced a restriction, reorganization, 
or take-over, or where R. F. C. stock 
purchase has occurred, the current 
assets are near absolutely clean. No- 
body can quarrel with the assertion 
that it is desirable to maintain this 
high standard of loan paper, nor with 
the assertion that it is far easier to 
maintain this standard by vigilance 
than to regain it after it has once been 
lost. Eternal vigilance is the price of 
safety. 

Moreover, there are in the offing 
reasons why the commercial loans 
which are now being made and which 
will presumably be made in the next 
months will particularly repay watch- 
ing, not only repay the bank by cut- 
ting credit losses, but also pay the 
customer by helping him to prevent 
losses. After all, while the banker 
naturally thinks of a loss in terms of 
what his institution has to write off, 
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serious than its loss is likely to 
be to the bank. Washington 
keeps urging greater liberality 

in the extension of credit, 
something that every sound 
bank likewise devoutly hopes 

for as a means of utilizing its 
surplus cash to produce some 

earnings. There is no need to 
go over the familiar ground 
about how acceptable bor- 
rowers don’t want to borrow, 

and how most of those who 
wish loans are not entitled to 
them on their merits. The 
facts remain that both econo- 
mic compulsion and govern- 

mental pressure can _ easily 
result in somewhat less cau- 
tious loaning in the near future 
than has characterized the 
immediate past. This means 
getting closer and closer to the 
marginal credits, the types 

which are most likely to cause 
later grief. And with business 
picking up in most commer- 
cial lines, many commercial 

customers who have been ut- 
terly unacceptable as borrow- 
ers for some years are ap- 

proaching the point where 
they will be eligible for bank 
loans. Because the auspices 
indicate that many such loans 
will be made about three days 

after the customer’s statement 
passes the border line, these 
will require genuine care and vigilance 
to prevent abnormally heavy losses if 
there comes a subsequent recession of 
business activity, or too much opti- 
mism on the part of the borrower. 

Mind you, these precautions are not 
required because of dishonesty among 
customers. The proportion of dis- 
honesty among borrowers is so small 

that it is not of major importance. The 
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borrower knows many aspects of bus! 

ness far better than his banker. But 
on the financial side, the banker 1s 

likely to be more expert. By keeping 

close watch on the borrower’s financial 

situation, the banker not only saves 

himself write-offs and work-outs, bul 

also helps the customer to prospef. 
Close supervision of the borrower's 
finances by the banker is likely to 
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spending the winter at Belleair, Fla., will } ten-day visit in New York. 
return home by way af White Sulphur, | Pe 
W. Va., and will spend the first ten days i . 

Mrs. Doris Chapin Black, with her pee Dr. . P pint: { ay, small sons, has moved to Birmingham, = fig Ge home, Ossabaw, . ‘dl » Awe where she has taken an apartment on sis aes 
Southfield Road. “ee 

Road, returned last week-end from a 
trip to Washington, D.C, Charlotte, | Panarua Canal. 

Gulléere Supply Division 
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of loestions Bt 1224 Wilson Avenue end 1226 Filson Avenue, Grand Rapids, Biscon 

| Kdward W. Marphy, of Rivard Blvd., 
Mrs. Henry -B, Stinson, of Luke Shore | are leaving today for New York, where 

1 | they will sail for California via the 

N. C., and Charleston, W. Va., where she and with correspondents of 

| Mayfair cae ee such size that they do not 
| Mra: Cortland: T.. Hanson, of ‘Libs maintain credit specialists on 

James Larson Head, whe has been | Shore Road, .will return today from ‘a the staff, we see that these 
easy ways to forecast trouble 

of Apni there. | WMr. and Mrs. Harry J. Brown, of Lake- ar ry ke 7 . fApnl there. {point oni raieraied lange troup of are not so generally known as 
J al - nds at a dinner dunce Monday eve- = M4 _ 

tae 0. uit a of a a |Past ove meas | = they might be. In our bank Hills, returned on Saturday from New | im the party were Mr. and Mrs. Alfred , d » t 4 d d “ l f ti 
Haven, Conn., where he is a stadent at | Carleton, Mr. and Mrs. John Becken, Mrs. we evote a goo eal 0 ime, Yale University, to be with his parents | Edwin Soutar and Cleland Blanchard. ead id b , h 
during the Fasier yueation. eee encourage y the manage- 

ey bd M4 
Mrs. Harrison W. Ryan has given up PE cag Boon Pon ges dig — ment, to pointing out and 

her hone on ¢ handler Ave. and has taken | carly January, were joined in the South hammering home these simple 
an apartinent at the Parkstone. | by their daughters Patricia and Josephine ° 

eS for Easter vacation and are now visiting guides that prevent work-outs and Mrs. Richard Overman at * 
Island, and consequent losses. 

Obviously there are tech- 
nical analyses which help to 
smell trouble in the offing, 
such as comprehensive balance 
sheet and operating figure 
study, frequent digest of in- 
terim figures, study of the 
client’s potential field, and so 

on, requiring a trained and 
experienced credit man. But 
there are simple guides which 
will, in the majority of cases, 

wave the red flag of approach- 
ing trouble. What are these 
simple guides? There are five 

trouble indicators which can 
be found either inside the bank 
itself or with a minimum of 
sleuthing around. They do not 
involve any technical points sin. Judgement filed in Kenowlnee County~ a : 

gas “ or involved computations of 
s ratios. Here is the list: 

AU u 5 1. Continuous borrowing 
AVERAGE QALANCES (failure to clean up at least 

von 7 "par 7933 19a 1$38 EZ annually). 
= 2. Shrinkage of working 
en Se ee ee ——4 capital from 
|. fe. oe. 4 et a. Losses in operations 
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ae ram eS SE RIM, ranted dividends or ex- 
eT a PS HEME Sick cessive withdrawals by 

im tae a Tt oe principles ; 
—— oe 4 c. Conversion of quick 
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— , | SEES BIA, Cea 4 assets into fixed assets 
"2 EE EL: iT a a eR OSS 3. Nominal balances in ac- 
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A company is not necessarily 
u BR 6 in trouble, or about to fail, 

when any or all of these 
symptoms appear. But even 

prove profitable both to borrower and 
to lender. 

_ Those of us whose responsibility 
is primarily credits know that there 
are easily recognizable symptoms of 
approaching trouble on a loan, long 
before trouble arrives. Because we 
are technically trained on credits, 
these seem a-b-c to us. But in daily 
contact with junior loaning officers 

one of them is a warning to watch 
the loan more closely. A combination 
of two of them is a red flag. From our 
experience I feel safe in saying that 
exceptional vigilance is profitable in 

the presence of any one of these factors, 
highly desirable in the presence of any 
two, and absolutely mandatory if more 
than two appear. We have yet to en- 

counter a borrower who, showing three 
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of these danger signals, did not either 
sink into serious trouble or else avert 
it by a narrow margin after the bank 
had forced prompt and drastic correc- 
tive measures. 

Continuous borrowing, failure to 

clean up at least annually, is the surest 
danger signal of them all. Ninety per 
cent of your losses will come from loans 
over one year old. ‘Theoretically, all 
bankers know thal loans should be 

cleaned up periodically. In practice, 
too many bankers tolerate continuous 
borrowing without apparently realizing 
what it means. We all know —and if 

we do not know after the past four 
years, then we are _ hopeless —that 
capital loans are dangerous banking. 
The whole justification for bank bor- 
rowing by a business is that thus the 
business is enabled to meet its seasons 
of peak demand without employing 
permanent capital which during the 
rest of the year would be excessive. If 
it were legitimate commercial banking 

to furnish year-round working capital, 
then it would be legitimate commercial 
banking to buy common stocks and 
hold them as investments. The bor- 
rower who does not get out of debt to 

the bank at least once a year thus sup- 
plies prima facie evidence that he is not 
using the bank’s money for seasonal 
demands, but for permanent capital. 

The danger to the bank is obvious. 

HERE was a manufacturer who did 

business with us for some years. His 
big season was the summer. Every fall 
he paid us off. But one year, after he 
had cleared up his $50,000 line and 
started to borrow again next spring, he 
did not pay us in the fall. He said he 
could pay us, but it would leave the 
company uncomfortably short of cash. 

And about this time the company’s 
cash balances in the bank began drop- 
ping below what had for some years 
been considered normal. 

That was enough for us. We began 
nosing into the technical aspects of the 
ratios, we checked the business thor- 
oughly. Within two weeks a large 
stockholder was called in to help 
straighten out the mess. He cut 
salaries, liquidated inventories just as 
rapidly as possible, began paying off 
the creditors. Presently he saw that 
the company did not have a chance for 
survival because of a change in its trade 
which it was not equipped to meet. 
The eventual result was a bankruptcy. 

But we got most of our money before 
that time, took only a nominal loss. If 
we had ignored those two danger signs 
for even a month longer, (See page 24) 
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Basing Reserves on Turnover Velocity 

In connection with consideration of the bill for regula- 

tion of stock exchanges the Federal Reserve Board revived 
its proposal for basing reserves of member banks upon the 
velocity of turnover of deposits instead of upon volume 

of deposits alone. Governor Eugene R. Black renewed 
the recommendation for a change in the law in testifying 
on the stock exchange bill. The proposal, according to 
Governor Black, would tend to provide an automatic 

check on the use of bank credit for speculation. 
The recommendation was first made in November, 1931, 

as the result of a report by a committee on bank reserves 
consisting of representatives of the Federal Reserve Board 
and the Federal Reserve banks. The scheme was sub- 
mitted to the subcommittee of the Senate banking and 
currency committee which was then considering the Glass 
banking bill, but was rejected. 

Under existing law, member banks must maintain a 
reserve of 3 per cent on time deposits, and 7, 10 or 13 per 
cent on demand deposits, depending upon the location of 

the bank. The board’s proposal provides for reserves of 
5 per cent of net deposits plus 50 per cent of the amount 
of a bank’s average daily debts to deposit accounts. In 
no case would aggregate reserves be required in excess of 
15 per cent of gross deposits. 

“The proposal would result in an automatic increase 
of reserve requirements when boom conditions arise and an 

automatic decrease in reserve requirements in times of 
depression,”’ said Governor Black. “If this proposal were 
adopted, its operation, together with the authority existing 
under the Thomas amendment to raise reserve requirements 
with the consent of the President when an emergency 
arises from excessive credit expansion, would make it 
possible for the Federal Reserve Board to combat the 
recurrence of speculative excesses. The proposal therefore 

presents a logical complement to the bill for the regulation 
of security exchanges.” 

Farm Mortgage Refinancing Bonds 

Financing operations of the Farm Credit Administration 

have gone forward with a rush by virtue of the legislation 
placing the government’s guaranty back of the principal 
as well as interest of farm mortgage refinancing bonds and 
other developments which have improved the market 
position of various obligations of agencies under the 
administration. 

For the first time since the passage of the emergency 
agricultural credits act nearly a year ago bonds instead of 
cash are now being used in making farm mortgage loans. 
The first farm mortgage loan to be made with bonds was 
closed by the Federal Land Bank of Springfield, Mass., on 

March 26. It was made through the Hartford National 
Farm Loan Association of Hartford, Connecticut, for $1,600 

of which $1,300 was paid in bonds and the balance dis- 
bursed in cash to take care of such items as taxes, insurance 
and fees. The farmer’s creditors accepted the bonds at 

par. The bonds were long term bonds bearing 314 per 
cent interest. 

As a result of favorable conditions interest rates on _ 
new loans by the intermediate credit banks were reduced 
from 3 to 214 per cent on March 16. The reduction followed 
a heavy oversubscription of an issue of intermediate credit 
bank debentures. 

The reduced interest rate will be reflected in loans to 
the farmer. The production credit associations, which 
borrow from the intermediate credit banks, reduced interest 
charges to the farmer from 6 to 51% per cent. 

Less Objectionable to Banks | 

The administration stock exchange regulatory bill as | 
revised was much less objectionable to banks than in its 
original form. 

By express provision banks were excluded from the 
definitions of broker and dealer. The phrase ‘“‘person who 

transacts a business in securities through the medium of a 
member’’ was changed to “‘broker or dealer who transacts 
a business in securities through the medium of a member.” 
As first drafted the language would have applied to banks 
transacting business in securities through a member of a 

stock exchange. 

Credit for Small Industries 

Additional credit facilities for small industries in need 
of working capital are contemplated in legislation under 

consideration in Congress. Delay in bringing the program 
to completion has been due to the fact that several different 

plans have been proposed, each with substantial support. 

The first plan to be presented was that of Jesse H. 
Jones, chairman of the Reconstruction Finance Corpora- 
tion, under which the corporation would be authorized to 
make loans direct to any established industrial or com- 

mercial business, in co-operation with banks or by the 
purchase of participations in bank loans. The maturities 

would not exceed five years. The second plan was that ol 
the Federal Reserve Board which was: submitted to the 

Senate and House banking and currency committees with 
the approval of President Roosevelt.. This plan contem- 
plated the setting up of twelve intermediate credit banks 

for industry attached to the twelve Federal Reserve banks. 

The third plan was that of Senator Carter Glass, who 
objected to creation of new banks and proposed direcl f 

loa 
wo 

in 
bo! 

Fe 

= Col 

mi 
th 
va 
ha 
on 

ap 

Se, eae a ee 



GHs§ 

tional 

$1,600 
e dis- 
irance 
nds at 

4 per 

tes on. 
duced 
llowed 

credit 

ans to 
which 
iterest 

bill as | 
in its 

ym. the 

yn who 
m ofa 
ansacts 
mber.” 
banks 
er of a 

n need 
under 
rogram 
ifferent 
upport. 

asse H. 
orpora- 

‘ized to 
r com- 
by the 
turities 
that of 
to the 

es with 

ontem- 
| banks 

. banks. 
3s, who 

| direct 

} committee approved the Glass proposal. 

CLEARING HOUSE 

loans by the twelve Federal Reserve banks. The capital 

would be furnished from the half of the surplus of the 

Reserve banks which was not used for purchase of stock 

in the Deposit Insurance Corporation, supplemented by 

borrowings which also were contemplated under the 

Federal Reserve Board plan. 
A subcommittee of the Senate banking and currency 

The full com- 

mittee at a meeting on April 4 decided to defer action until 
the return of President Roosevelt from his southern 
vacation trip. It appeared that Senator Glass thought he 
had the President’s endorsement of his plan whereas the 

only written communication from the President contained 
approval of the Federal Reserve Board’s bill. 

Status of the Check Tax 

Repeal of the bank check tax on January 1, 1935, as 
provided in the revenue bill passed by the House, failed 
to receive the approval of the Senate finance committee. 

As reported to the Senate the House provision was 

stricken which meant that the law would remain in its 
present form. Under the law the tax of two cents on 

bank checks is effective until July 1, 1935. The tax was 
first imposed in the revenue act of 1932 to remain in effect 
until July 1, 1934. Its application was extended for a year 
in the national industrial recovery act. 

If the final revenue bill allows the bank check tax to 

remain in effect until July 1, 1935, it will mean that if 
legislation is enacted next winter extending all the miscel- 
laneous taxes now in effect which expire on that date this 
tax is likely to be extended also. 

A Federal Monetary Authority 

A measure which is likely to be the subject of a good 
deal of discussion during the summer is the federal mone- 

tary bill introduced in the House by Representative T. 
Alan Goldsborough of Maryland and approved by a 
subcommittee of the House banking and currency com- 
mittee headed by him. In view of the request by Secretary 

of the Treasury Morgenthau that no further steps be taken 
toward development of permanent monetary policies before 

next winter the bill is intended only to form a basis for 
consideration by those who are interested in the problem. 

The bill creates a federal monetary authority composed 
of five members appointed by the President. 

It is declared to be the policy to restore as promptly 
as possible, and to maintain, the normal purchasing power 

of the dollar which shall for the purposes of the act be the 
average purchasing power for all commodities during the 
year 1926. The powers of the authority shall be exercised 
to such extent and in such manner as in the judgment of 
its directors will best effectuate this declared policy. 

The monetary authority would become the sole agency 
for the issuance of currency. Issuance of Federal Reserve 
notes and all other currency except national bank notes 
would cease sixty days after the act goes into effect, 
authority to issue or reissue national bank notes ceasing 
after three years. The monetary authority would act as a 
rediscount agency for the Federal Reserve banks. 

To carry out its declared policy the monetary authority 
would have power to buy or sell gold in a free gold market 
at home or abroad. There also is included in the bill 
authority to purchase silver bullion at a rate of not less 

than 50,000,000 ounces per month up to an aggregate of 

1,000,000,000 ounces or until a ratio of 16 to 1 in value of 

silver and gold is reached. The purpose shall be to main- 

tain that ratio. 

The monetary authority also would have power to 

purchase and sell government securities, bankers’ accept- 
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ances and bills of exchange, and foreign exchange. It 
would have many of the functions of a central bank and 

also would be the agency through which a commodity 
dollar plan could be made permanently effective. With 
respect to this program it would take the place of the 

President and Secretary of the Treasury who are given 
temporary powers under the gold reserve act of 1934. 

Adjusting R. F. C. Interest Rates 

The Reconstruction Finance Corporation announced 

a reduction from 5 to 4 per cent in the interest and dividend 
rates on preferred stock and capital notes in banks and 
insurance companies. The reduced rate is effective for a 
five-year period from April 1. 

‘Believing that this added capital will serve a better 
purpose and be more helpful in the recovery program if 
employed by the banks without too great an incentive to 
repay within so short a period, and the government being 

now able to borrow at such low rates, these dividend and 
interest rates are definitely fixed at 4 per cent for five 
years,” said Jesse H. Jones, chairman of the corporation. 

“Adjustments may be effected by the banks refunding 
their present capital notes with notes drawing the new 

rate, or in interest settlements. In the case of preferred 
stock, banks and insurance companies may, if they prefer 
to do so, amend their charters so as to conform to the new 
rates, or agreements may be entered into between the 
corporation and the issuing bank or insurance company, 
covering the reduction.” 

Early in April the corporation had authorized the pur- 

chase of preferred stock and capital notes in about 6,400 
banks to an amount of about $1,100,000,000. Actual 

advances had been made to about 2,350 banks to an amount 
of about $600,000,000. Loans had been made to about 
2,200 closed banks to an amount of nearly $700,000,000. 

President Wants to Study Silver 

Although the administration has allowed it to be known 
that it did not favor any silver legislation pending a further 
study of the subject, the House of Representatives passed 
a bill reported from the committee on coinage, weights 
and measures which provides for the acceptance of silver 

coin or bullion for American agricultural surplus products. 
The bill was introduced by Representative Martin Dies 
of Texas. 

The bill sets up an agricultural surplus exchange board 

consisting of the President, the Secretary of the Treasury, 
the Secretary of Commerce and the Secretary of the 
Interior. This board is authorized through commercial 

attachés, consuls and other agents in foreign countries to 
sell American agricultural surpluses and accept in payment 

therefor silver coin or bullion at such value per ounce not 
in excess of 25 per cent of the world market price. The 
silver bullion would be deposited with the Secretary of the 
Treasury who would issue against it silver certificates 
which would be given to the agricultural producers. 

According to the sponsors of the bill it would increase 
commodity prices and would restore a higher price of silver. 

While the Dies bill was passed by the House by a vote 
of 258 to 112, it was not considered advisable at the same 
time to put to a vote another silver bill reported from the 
same committee. A two-thirds vote was necessary under 
the suspension of rules procedure. The other bill was 

introduced by Representative William L. Fiesinger of Ohio. 

It provides for the purchase by the Treasury of silver 

bullion at the market price until the aggregate reaches 

1,500,000,000 ounces or until a commodity price level is 

established under which the purchasing power of gold is 

equal to the 1926 level. 
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A Monthly Report 

CUSTOMERS 

ANNOUNCING 

T takes stockholders to start a bank. 

But it takes customers to make a bank. 

Now the hank stockholder, being an owner, is reg- 
ularly and automatically informed on the progres of 
the business in which he has invested; he even gets an 
Annual Report. But the bank customer has never re- 
ceived a great deal of attention. Why? ‘Because it has 
not been the custom.” 

Times are changing. We have been thinking about 
this tendency of banks to ignore the customer and have 
decided that it is both inconsistent and short-sighted. 
If customers ace just as vital to banks-as stockholders, 
why should not the customer be reported to regularly 
as well as the stockholder? 

We think this should be done, and we are going to 
do it, This month the Bridgeport-City ‘Trust Company 
inaugurates a new policy of making a Monthly Report 
to Customers, 

The spirit of this policy, we believe, is in keeping 
with the trend of the times and the widespread belief 
that there should be better mutual understanding be- 
tween banks and their customers. One thing which we 
have especially noticed in the eventful year just past is 
that people want to know more about banking in general 

_ and their oenebank in particular. 
In these Monthly Reports we shall therefore take 

the attitude that we owe our customers as well as our 
stockholders a frequent and continuous accounting of our 
stewardship, 

Our Statement of Financial Cogdition will be pub- 
lished once a month —twelve times a year, 

When we feel qualified, we shall try to interpret 
current financial events of national interest, posing 
neither as experts nor prophets. 

We believe we can be especially helpful by explain- 
ing, in non-technical terms, the many helpful services 
we make available to you 

In general, we shall try to say tu you just what we 
would if we could talk with each of you personally. 

What we shall say may not always interest you, But 
at least we hope you will see that in our Monthly 
Report to Customers we are breaking away from hide- 
bound traditions and are trying to establish a new one, 
somewhat to this effect: 

This is your bank. You helped make it. You are hel ping 
to sustain it as an institution of vital importance to the 
business welfare of the entire community. You are entitled 

Without the capital of the first plus the 

patronage of the second, there would be 

no banks. 

P ke idea of a monthly 
report to customers, which 
our bank has just inaugu- 

rated, really dates back to a 
year ago. Some one was speak- 
ing on the radio about banking, 
explaining it in terms that the 
average man and woman could 

understand. Sitting before loud- 
speakers here in Bridgeport, 
members of our official staff 

were impressed as the message 
came over the radio in simple, 
understandable terms. ““Why,”’ 
someone said, “I thought every- 
body knew that about a bank.” 

The speaker had the knack 
of getting attention, kindling 
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At the left: The newspaper ad- 
vertisement announcing the new 
monthly report. Below: The 
first monthly report as issued 

in booklet form 
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Its a New-Deal idea... to build 

good will and sell bank services 

by GEORGE M. BARKER 

Assistant to the President, Bridgeport-City Trust Company 

Bridgeport, Connecticut 

desire and getting the public’s name 
on the dotted line. A successful sales- 
man. Early in his sales campaign he 
let fall one remark which profoundly 
impressed us when he said: “This 
(banking) legislation . will also 
mark the beginning of a new relation- 
ship between the banks and the people 
of this country.”” You have guessed 
the salesman’s name, of course — Presi- 
dent Roosevelt in his message to Con- 
gress on banking on March 9, 1933. 

Between the banking holiday and 
the advent of the banking code last 
fall our bank, which has always been 
an aggressive advertiser, frankly did 
not do much. Our advertising, like 
that of most other banks, was being 
done for us! We felt that any tune 
we might undertake to sing would be 

only a breath in the face of a gale, 
so to speak. Besides, we can recall 
times last year when we did not 
feel very much like singing or even 

to know how your bank operates, how it is managed and 
all that it can do for you in heeping with the established 
principles of conservative yet constructive banking ing 

Horacr B.. Merwin, President 

Conpensen STATEMENT OF CoNDITION A Year of Reconstruction 
The Maxcu ro Marcy 

Bridgeport-City Trust Company 1933-1934 
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CLEARING HOUSE 

whistling. So we drifted, advertising- 

wise. 
But with the preparation of the 

banking code last fall and the prospect 
of deposit insurance on January 1, the 
skies gradually cleared for us. We 
began to feel that with 1934 something 

like normalcy would return, and that 
we could resume public relations with 
our customers with some chance of 

being listened to. As a member of the 
Bridgeport Clearing House Association 
we were proud to be among the first 

banks in the country to publicize the 
banking code, even though our work 
was later nullified in part by the 
temporary suspension of the fair trade 
practice schedules in all codes. Our 
experience in selling the code was not 
without its benefits, however. We 

reassured ourselves that in spite of all 
that had been said about and against 

banks in general, a bank with a sound 
proposition to sell and a fair, straight- 
forward method of selling it could still 
get results with bank customers. In 
the last analysis, banking is a very 
personal matter as between bank and 

customer. 

MEANTIME, we had had nearly a 
year to do some thinking about our 

problem of merchandising our services. 
Our initial reaction to President 

Roosevelt’s speech —*‘Why, I thought 
everybody knew that about a bank’ — 
lingered in mind. We sought a more 
detached outlook, tried to get off at a 
distance and look at ourselves objec- 
tively. 
And here are some of the things 

we saw: 

Trust Department: Business walk- 
ing in off the street every day in 
addition to that dug up by our Trust 

Representatives. 
Savings Department: Standing firm, 

as it had in years past, even in the face 
of a reduction in interest rate. 
Commercial Department: Business 
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as usual in spite of the same old 
competition that all banks have. 

Taking another look we saw this: 
On the one hand, a small group of 
stockholders, owners of the bank, 
getting regular reports on our condi- 
tion and operations. On the other 
hand, some 31,000 customers, whose 
patronage had made and was sustain- 
ing the bank, going from month to 
month without any particular word 
from us—either of thanks, suggestion, 
information, advice or encouragement. 
In fact, the only regular, unfailing 
reports or messages of any kind which 
we were making to either of these two 
groups were (1) our annual report to 

stockholders and (2) quarterly publica- 
tion of our statement of financial 
condition in the newspapers and dis- 
tribution of some 500 printed folders 
by mail to people who had requested 
statements. 

And yet, with the possible 

THIRTEEN 

field for new business would not lie in 
new enterprises coming to town, or 

taking business away from our com- 
petitors, but in building up our own 
customers to a point where each of 
them would be using more than an 
average of one or two departments; 
finally the fact that the time was ripe 
for capitalizing on the desire of the 
public for a better understanding of 
what it was all about when you were a 
bank customer. 

And so we adopted last month a new 

policy of making a monthly report to 
customers. 
We first sold the IDEA of a monthly 

report to customers through a pre- 
liminary announcement that there 
would be one. This frankly confessed 
the short-sightedness of banks gener- 
ally in paying little attention to the 
customer while giving (See page 26) 

exception of last year, our 
advertising budget has probably 
been better than average among 
banks of our size. 

In short, from our detached 

viewpoint we saw on every 
hand the most tangible sort of 
evidence that “the best adver- 
Lisement is a satisfied customer.” 

Now if it is true, we reasoned, 
that customers make the bank, 
then the place to begin our 
advertising and promotion work 

is among our customers. Once 
we had reached that conclusion 
as a basis for action, things 
jelled; the scrambled bits of the 

public relations puzzle, scattered 
by the events of 1933, began to 
fit together again. To work 
with we had these elements: 

Our customers, our primary 

Monshihy Rapert 
[PP cevrastens 

H oan 

Now ReEADY—Our First 

«Monthly Report 
TO 

CUSTOMERS. 

Under the heading, “A Year or Reconsrauction,” 

we discuss some of the outstanding developments in. 

banking during the past year—a year memorable for 

what was done for the benefit of the American bank 

customer. We shall be glad to send you a copy. | 

sales force past, present and 

future; the fact that people are 
more bank-minded today than 
ever before; the fact that our 

ES 
| 

—_— 

Maret 1934 THe Brice PORT-Ciey 7 dated ry Trusr G, 
available en °ically filed mean! for the inform eG and kep 

cu ton and 
ected 

Were called ; 
Methods ar 25 fast Year to 

The newspaper advertisement above was 
released when the first monthly report 

was ready for distribution 

Moxtutr Rerorr ro Cusromers—-Maren 1934 
attorney. In many cases, such action has prevented 
heirs-to-be who were meant to be primary bene- 
ficiaries from being virtually disinherited by shrink- 
age.in the value of assets, particularly securities, 
in recent years. 

In closing we want to take advantage of this 
initial Report to Customers to express our eppre- 
ciation of the generous patronage and loyal support 
which we have had from you in years past. This 
and the improved conditions in recent months 
make us look forward to the future. with ‘con- ’ 
fidence. Generally speaking, the developments of 
the past year have been to your very great ad- 
vantage. We believe that detinitely better times are 
ahead, even though progress may not be so fast as 
we all might wish. We hope our new policy of 
reporting regularly to you will help bring you and 
us closer together and enable us to be of greater 
usefulness to you. We should be glad to have you 
express an opinion on this plan of a Monthly Report 
to Customers. 

Our ac 
$ th tual cose 
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Source: Department of Agriculture. 
Bureau of Agricultural Economics 
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Charted on basis of yearly figures. (Calendar year) 

FARM REAL ESTATE AND 

VALUE OF FARM REAL ESTATE 
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FARM PRODUCTS 

PRICE OF FARM PRODUCTS 
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Charted on basis of yearly figures. (Year ends March 1) 
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The price of farm lands holds a direct relationship to the price of farm products 

Farm PROPERTY 

as a Bank Asset 

What to do with it? A practical farm economist 

considers the question from the banker’s viewpoint 

HiAT to do about the farm 

property which during the 
past few years has crept 

into the assets of practically every 
bank? This is not exclusively a problem of the country 

banker. Some of the most acute individual problems in 
this field are to be found on Wall and LaSalle Streets — 
usually arising from a depression-hit loan of entirely non- 
agricultural origin, which the trouble squad eventually 
settled by taking over some farm lands along with the 
other assets. But in general the problem of “other real 
estate owned,” is a country bank problem. And if one 
may judge by the frequent inquiries that come my way 
from country bankers and others, it is likely to take a 
considerable time to work out. 

The many questions we get right along cover just about 
the entire subject: Shall we sell or hold? Is farm property 
going to increase in value, or are we on a new low level of 

permanent value? If we hold our farms, how can the best 
income or the least loss be secured? To what extent should 

by C. J. CLAASSEN 

President, Farmers National Company, Omaha, Nebraska 

farm income be plowed back into 
improving the property? What is 
a fair outlay for repairs: 1. Im- 
mediately after a run-down farm 

is taken over? 2. Gradually thereafter? How do you 
pick good tenants? How can the owner help the tenant 

to make money for both parties to the lease? And so on, 
almost ad infinitum. 

If we knew all the answers and could impart them 
understandably to casual inquirers, we should be indeed a 

race of supermen. Instead, we are an organization which 
manages farms, principally for the absentee-owners, banks, 
insurance companies, colleges, etc., in the half dozen Middle 
Western states readily accessible from our Omaha home 

office.* All of us know farming at first-hand. And, 
strangely enough, the majority of the men in our organiza- 
lion, and all of our executive officers, except one, have had 

country banking experience. This should be enough to 
defend us successfully from any charge of being supermen. 

It should also, I think, be enough to guarantee a pretty 

*Described in the author's book “Making Farms Pay” published by Macmillan, New York. 
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CLEARING HOUSE 

generous share of hard horse sense to our group in our 
approach to the farm problems of the country banks. 

Every bank’s problem with its farm real estate is 

different, as it is different even among the various individual 
farms owned. No need to go into that. One bank, striving 
to maintain the liquidity upon which examiners are insisting, 

may find it advisable to accept the first reasonable pur- 
chase offer that comes along, even though it means taking 
$6,000 for a farm worth $8,000 in the present market. 
Another, having plenty of reserves, may just as wisely 
reject a sale that would yield a profit margin on the invest- 

ment, because it seems reasonable to expect that by hold- 
ing the farm a better margin may be realized, or even 
because the net return from the farm is better than can 
be earned on the more conventional types of loans and 

investments today. Farm A in a bank is so run down and 
in such a mediocre locality that it should be sold out at 
no matter what loss. Farm B, five miles further up the 

highway, may look so attractive that it should eventually 
yield a sufficient profit to offset the loss on Farm A. So, 
it is not possible to generalize in this field. Parenthetically, 
may I suggest that the so-called “farm problem”’ is nothing 
of the sort, but is an aggregation of several millions of 

individual farm problems, each of which must be solved 
by methods applicable to its particular circumstances. 

More people are worried about future of farm values 
than about any single phase of the subject. Many of them 
half believe that we are on a new permanent low level. I 
suspect these are the same people who believed five years 
ago that we had reached a new era of high price-levels for 
stocks, bonds, and commodities. Whenever the cycle 
swings high or low, many believe it is a new level to be 
maintained. Actually these gyrations in due time right 
themselves before going on to new excesses of high and low. 

HEsixty-five-year price record of crops kept bythe United 

States Department of Agriculture tells the story — 
for we all know that the price of farm lands holds a direct 

relationship to the price of farm products. The sixty-five- 
year average prices, on Nebraska farms, of the three major 
grain crops are: corn 42 cents; wheat 79 cents; oats 30 
cents. Every adult reading this article has seen the highs 
and lows on either side of these averages. Right now the 
government is loaning 3 cents a bushel more on corn than 
the long-term average to Nebraska farmers—and most 
people expect that the options taken in connection with 
these corn loans will be worth money before they expire. 
Whatever may be the immediate upshot, we may feel sure 
that in due time the present uncontrollably low price-cycle 
will run its course, as have all previous cycles. Then farm 

values will improve proportionately to the rise in crop prices. 

Whether these changes will come this year, next year, 
or five years from now is anybody’s guess. Certainly 

there has been a considerable improvement already in the 
market for farms. Distressed farms, with mortgages and 
interest overdue, were subject to such pressure that their 
owners were willing to let them go for almost any price 
that would yield a little net above the debts. Involuntary 
owners were willing to sell at prices even worse than that. 

Those unfortunate absentee-owners who were getting no 
income from their farm properties were eager to get out 
from under at whatever they could get. This undigested 
mass of farms offered for practically forced sale constituted 

a demoralizing influence on all farm values. 

pay you a reasonable price for your farm if an equally good 
farm adjoining could be bought for half what it was worth. 

Today this condition is clearing itself up in many 
communities. The federal land bank and commissioner 

loans and the assorted other federal benefits are in a large 
measure responsible. Whether or not these prove in the 

long run beneficial to the borrower and to the general 
public, they have very laudably permitted the over- 
Strained owner of a mortgaged farm to postpone the day 

Nobody would . 
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FARMERS NATIONAL COMPANY 
OMAHA, NEBRASKA 

FARM SURVEY AND INDEPENDENT APPRAISAL 
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40a} _PAs> “A er CORN FEETo} Ung ‘ape ORE ___... eee House 28x28x18ft. Good _ $ 8000, see fakes] aca oh (ass Gently Rolling 260 Addition Porches LST ae 
Barn _xtOrh fe, Seete roms 

Photo-Stat Copy Sent 
2-18-31) 

NO. 1209 _ __ OWNER 
DESCRIPTION 410 
SECTION 98 

AFB |e] Coan Peet Retiiten ca cOM ae ye 500, 
_Good - 400, 

Sto Tile 180 _120 Ton s 600, | 
BlevaroeSOxSOx1 Of t. Goot $ 2600, — 
Hog Houe Beonomy S186, 
Hen Hover L6x40x6ft. ==sss_ B00. 

_ Mach. Shed. 24x46x6ft 2 _s 800, ie 
_ Milk House ais an _ 800, 

210 Tota! $10,626, 
419 INSURANCE § £8600. = suff ‘isient Insurance Outside fonse very. good; Greveled highway Wo . 0, 

2 Welle; 1 1 windana; 2 Dass; & XW" Lineotas ay 1g Mi. M1.Seh 

50a who RAY 
| 
| GRADED ROAD 

Graveces £ HIGHway NO.79 

GRACED | ROAD 

° & i 

i i 
Plat Crops, Mark Buildings, Reais et. 

Old lease expires» March Ist, 193] New lease expires 
CONDITION OF CROPS (Account for full Acreage) 

Corn {1930 Crop) 
_Whem looks fine. Needs moisture. ke Re ie Sue 
_Oats, ag : 

_(wild) good upland i) ee 
Aitaifa Pocket Gophers doing some damege., Stand seems to be ‘good 

‘ _16__Acres__ Sweet clover, : 
oe 1Q__Acres Yards and road 

130 Acres Be :__ Pasture Papt of this pasture stony. _4)1 well grassed. — ____ 410 Acres TOTAL ACRES which I value ot $ 125-00 perecre If it was put on the warket today. 
Generally Cerrinaton Sijt Losm. Some weeds, 

Neighbor rhood Conditions Very good serena 
Tenant As Hy Loach (1931) Age_62 oe 4:25,21,19,5; 2-17 18 Gals Ages Horses 20 Cattle 10 Hows 16 Mitch Cows "300 Chickens 
Equipment Pull Line, including tractor and hay tools, 

Hes le help and has farmed amp’ ip cornet _ and ooned Livestock tthe pest thirty vears, 

March 1 1932 

109 Acres _ 
46 Acres 

é Acres 
_.80__ Acree 
4) Acres 

“Chittren 
~» god andi ans 

SUMMARY 
ANALYZE IN SEPARATE PARAGRAPHS - ‘Larality and Newghberhood Land Inprovements Tenant .. Recommendations 

LOCATION: Very well located on graveled State Highway No. 79, in a well built 
up community being only 6 miles from Lincoln, Stete Capitsl end 
State University, giving occupant a wonderful opportunity to educate 
his children st « very mall] expense. Locetion also has many 
advanteges in selling produce, poultry and dairy products, 

SOIL: Land lies gently rolling to rolling end is mostly s Carrington Silt, 
responsive to alfalfa and sweet clover and if kept renewed with 
legumes will, with ample rainfall produce good crops of ecrn and 
small grains, There is some surface rock found mostly on the pasture 
lands, ; 

IMPROVEMENTS; 
The buildings are very good, except the darn. 
House - 7 Room, Bath, Sleeping Poreh, Purnece, Electrified, Pressure 
Water Syston, 
Bern - Old. Needs re-shingling and other minor repeirs. 
Blevator - New. 6000 Bushels capacity, fully equipped. 
Silo ~ Hollow tile, Good condition. 
Machine Shed - New. Ample room, good condition. 
Gerage ~ New. 2-car capacity. Good condition. 
Hog-house. Economy - Good condition. 
Wilk House - New. All sodern features, 
Hen-house. Good, 
Photographs being completed. 
The water supply is uncertain and may need to be improved, depending 
on the number of stock kept by tenant. 

TENANT: Land is leased to A. H. Leach (who has 3 grown boys) for 1/2 of the 
Hey and Alfaifa; 2/Sth's of the grein; will harvest wheet and deliver 
2/3's of the crop; and cash rental for pasture, 
Tenant has good reputation and is well suited for the plece. 

RECOMMENDATIONS: 
This farm should be operated on a plan, combining livestock breeding 
end dairying with grain production, Pecilities for hog raising, 
including woven sire border fences are excellent, 
cross-fencing may need to be furnished. 

Some material for 

The cultivated land on the Bast 120 acre tract is somewhat depleted 
and should be seeded to small grain and sweet clover this spring and 
left standing for a second crop. 
It may prove practical to sow sweet clover in corn fields in order to 
shorten the building-up process. 

SIGNBD: Olson 

Farm appraisal form used by Mr. Claassen’s company 

of reckoning. They have permitted many banks, insurance 
companies, and other investors, to hand back to the owner 

of the equity (if any) the farm which he had to all practical 
purposes previously lost. The resultant decrease in dis- 
tressed farms is bracing up the market for farm lands in 
many communities and bringing about an improved price- 
level over that prevailing last year and the year before. 

It remains to be demonstrated whether this condition 



SIXTEEN 

is temporary, or whether it is the first 
step in the recovery of a fair level 
of crop and farm prices. Frankly, I 
do not know. If I knew, 1 should 

make a quick fortune on the Board of 
Trade. But | confess it looks to me 
as if we are well started on a journey 
which will eventually place farm values 
on a fair level which they can main- 
tain by demonstrated earning capacity. 
1 feel that a farm purchased at 
today’s prices should yield a substantial 
profit on resale a few years hence, 
and a worthwhile annual return under 

competent management meanwhile. 
It is right at this point that many 

people start an argument. “How,” 
they demand, “can you feel that a 
profit will result in the future when it 
has been impossible to make farming 
pay during the past several years? 
How are conditions going to be any 

better than they have been?” 

F course we do not know anything 
about the future, whatever we may 

guess. But we can take direct issue 
with this assumption about the past. 
During the reputed depression years 
of the 1920’s a good many farmers were 
clearing good incomes from their 
farms. Not, perhaps, at a liberal rate 
of return on their investments and their 
labor. But a good substantial number 
of dollars per annum. Not a few 
tenant farms have been paying a 
sufficient rental to give the owner a 
fair return on his money, and the 
tenant a fair return for his efforts. 
This we know from experience, as we 
have a good many such farms among 
those that we manage. And in every 

community where I have ever tried it, 
it has been possible to wring from 

even the most pessimistic banker the 
admission that some few of his farmer 
customers were making money and 
building up their balances no matter 
how low prices were at the moment. 

It is, as I have every reason to 
know, largely a matter of capable 
management. At prices which pre- 
vailed in the depths of March, 1933, 
it was possible to operate a compe- 

tently managed Iowa or Nebraska 

diversified farm and at least break 

even on a fair valuation of the property 

—not, of course, if it was mortgaged 

for more than it was worth, but if it 
was in shape so that it had half a 

chance. That many farmers failed to 

make both ends meet is rather a 
reflection on the quality of their farm- 

ing and their management than on 

farming itself. 

Here, if you please, is an example 

from a few years back. It will show 

what management can mean in profits. 

The year before we took over a group 

of farms, they yielded their owners a 
total income of $20,255.14. The follow- 

ing year both crop and market condi- 
tions were practically identical. But 

the income rose to $42,354.67. I am 

not citing this to advertise our service, 
but rather to prove the point by some- 

thing that I know at first-hand. No 
doubt the same sort of record could be 
cited from the books of other farm 
management organizations—or from 
the books of individual non-operating 
owners covering two successive years, 
one with an ordinary tenant and one 
with a tenant who has the makings of 
a Master Farmer. 

Whether a given farm can pay its 
owner a fair return on the investment 
depends in the long run on the valu- 
ation of the farm and the ability with 
which it is farmed. Whether a bank 
should hold a given farm depends on 
what it can be made to yield —always 
assuming that the bank’s own liquidity 
requirements permit holding the farm. 
And the start of the computation of 
return is the valuation of the farm. 
If the bank takes in the farm at an 
excessive valuation and does not write 
it down, then the yield would probably 
figure out at an unsatisfactory level. 
My own advice to any banker who 
wants to settle this question for a piece 
of farm property among his assets is 
that he have it independently appraised 
by a competent and disinterested 
organization or appraiser. A farm is 

A well kept farm always has a greater 
value than one that is run down 

THE BURROUGHS 

like your own child, it is apt to look 

better to you or to a friend who is 
asked to drive past it some Sunday 

afternoon than it looks to someone 
whose view is unprejudiced. Such an 
appraisal can be had at a reasonable 
expense—we charge $25 within our 

territory. When you have it, you can 
know whether the farm is worth pro- 
tecting or paying taxes on, or how | 
much it should be charged down. 
Many a farm in a badly run-down | 

condition can be rehabilitated and 
made to yield a fair return over a 

term of years if it is properly and 
patiently handled. 
literally hundreds of such 

Perhaps it is grown up to cockleburs 
or other noxious weeds. Prompt and 

persistent treatment of the right sort 
will eradicate them. Perhaps mean- 
while the infested fields can be rebuilt 

in fertility by crops which restore the 
soil rather than draining it. Again, 
some simple and inexpensive treatment 
will work wonders. My favorite 
example of this comes from an Iowa 
farm which we took over to manage 
for the owner a few years ago. For 
seven successive years, believe it or 
not, the hard-working tenant seeded 
the same lime-depleted soil to alfalfa. 
Never once did he get a stand. We 
had the owner provide $60 worth of 
lime, had the tenant put it on the soil — 
and the alfalfa grew waist-high! The 
seven-year loss was conservatively 
estimated at $2,200, for lack of a little 
knowledge and a little expenditure to 
restore the land’s fertility. 

NOT all problems of soil-rebuilding 
are quite sosimple, but practically all 

of them can be solved at a price which 
will yield a profit within a satisfactory 

period. There was another farm where 
the tenant was inclined to drink the 
corn instead of putting it to more 
profitable uses. Its fields were depleted 

in many respects —and one side of the 
barn was literally caving in from the 
pressure of a year-old manure pile 

which towered actually to the eaves. 

The old tenant left just as soon as we 
could get rid of him, the new tenant 

hauled that manure mountain out to 

the fields and worked it into the soil. 

And that farm, properly handled in 
future, will maintain its fertility for all 

time to come. The increase in return 

to the owner the first few years was 

almost sensational, for that manure 

pile, sweet clover rotation and planting 
the right kind of crops gave that farm 

an extraordinary fertility for many 

years. 
This matter of run-down farms is of 

course ever-present when a country 

banker forecloses or otherwise gets 
possession due to defaulted obligations. 
In the first place, the defaulted farm 

was usually operated by a none-too- 

competent farmer. In the (See page 28) 
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Decisions on Recent Bank 

Cases Before the Courts 

SEVENIrEEN 

"REEL ES 

Wi a bik a 

ment was superimposed these 
words: “Cancelled February 14, 

interest to bankers. A 

knowledge of these decisions, be- 
cause of their bearing on the 
banking operation, will prove helpful 
to bankers in avoiding controversy. 

by 

Negotiable Instruments 

A bank or individual who buys a 
negotiable instrument in good faith 
for value before maturity cannot be 
defeated in enforcing the note against 
the maker merely because litigation on 

" the note was pending, unless such 
purchaser had actual note of the 
litigation, according to a recent Cali- 
fornia decision. 

In that case the maker of the note 
had given the instrument in a trans- 
action in which he had also executed 
a deed of trust for certain real estate. 
Before the negotiation of the note to 
the innocent third party, the maker 
started legal action for the cancellation 
of the deed of trust and the note. 
The issue raised between the maker 

| of the note and the innocent holder for 
value turned largely on the contention 
that the pendency of the litigation was 
“constructive” notice of an infirmity in 
the note at the time it was negotiated 

to the innocent holder, who was 
accordingly warned by the “con- 
structive” notice to inquire into the 
validity of the note before accept- 
Ing it. 

_The appeal court, applying the 
California statutes and the Uniform 
Negotiable Instruments Act, ruled 
that the ‘“‘constructive’”’ notice arising 
out of pending litigation is not suf- 
licient to defeat a holder in due course 

of a negotiable instrument, but that 
notice of an infirmity in a negotiable 
instrument must be actual in order to 
bind an otherwise innocent holder for 

Value. The court said further that 

CHARLES R. ROSENBERG, Jr. 

there is no duty on a holder in due 
course to inquire for possible infirmities 
in the instrument. A number of lead- 
ing cases from other jurisdictions 
were cited in support of the decision. 

Unsecured Balances 

A bank loaned $87,000 on a promis- 
sory note secured by a pledge of cer- 
tain shares of stock. The note author- 
ized the bank to sell the pledged 
collateral without notice. The note 
remaining unpaid after maturity, the 
bank, after notice, sold the collateral 
for $25,000 leaving a deficiency of 
$64,777.62 principal and interest on 
the note. Thereafter the bank became 
a petitioner in a petition of involuntary 
bankruptcy against the borrower. It 
was objected that the bank as a secured 
creditor on the note could not properly 
become a petitioner in such a petition. 

The court ruled that as the bank had 
properly sold the pledged collateral in 
accordance with the authority given 
in the note, it was an unsecured 
creditor as to the balance, had a 
provable claim in bankruptcy for the 
unpaid balance and could qualify as a 
petitioning creditor as to the excess 
balance unpaid after the sale of the 
collateral. 

Clearing House Endorsement 

A cashier’s check was deposited by 

the payee for collection through the 
usual banking channels. In due course 
it was stamped with the endorsement: 
“Paid through the Detroit Clearing 
House, February 14, 1933, Detroit 
Branch Federal Reserve Bank 9-29 
of Chicago 9-29.” On this endorse- 

1933, 9-29.” 

The drawee bank being closed 
by the state authorities, the payee 

of the check contended that the drawee 
bank had nevertheless accepted the 
check as evidenced by the Federal 
Reserve. endorsement and that such 
acceptance was not revocable. 

The United States District Court 
decided, however, that the Federal 
Reserve Bank endorsement was not 
binding upon the defendant bank and 
quoted a number of authorities to the 
effect that notwithstanding clearing 
house entries charging checks against 
banks upon which they are drawn, the 
question of payment is not ultimately 
decided until the drawee bank has had 
an opportunity to examine the check 
at its banking house. 

Assigned Receivables 

That banks taking assignments of 
customer’s accounts receivable as col- 
lateral for loans, must proceed with 
the utmost caution, is apparent from 
a recent decision in which a bankruptcy 
court rejected a bank’s lien on the 
bankrupt’s accounts receivable. 

More than four months before the 
bankruptcy proceedings a corporation 
subsequently adjudicated bankrupt 
assigned, pledged and delivered to a 
bank its accounts receivable, together 
with vendor’s liens thereto attached, 
as collateral security for a note of 
$10,000. The bank made no collec- 
tions on the accounts but within a few 
days after their receipt redelivered the 
accounts to the corporation, which 
thereafter collected $17,000 on them. 
This money the corporation used in 
the course of its business. No account- 
ing for these collections was entered on 
its books or made to or required by the 
bank, nor was there any (See page 28) 
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How safe is bullet-resisting glass ? 

What about time locks ? 

How sure is tear gas ? 

Alarm systems ? 

THE BURROUGHs 

For authentic 

answers, from Underwriters’ Laboratories, read 

A laboratory test for tear gas 

EHIND a steel shield stands a 
B man. Through a loophole he 

aims a_ .38-caliber super-auto- 
matic point-blank at a piece of thick 
glass. He fires, glass splinters fly. 
Once more he aims and fires. And 

again. Then, through the powder 
fumes he walks briskly to inspect the 
damage he has done. The procedure 
is repeated on additional samples with 
other powerful arms up to and includ- 
ing .45 caliber. 

On the results depend many things. 
From his standpoint it is a standard 
test for bullet-resisting glass. From 

the maker’s it is one step in the course 
of tests which will earn—or lose — 

Underwriters’ Laboratories certifica- 
tion that this product has_ been 
inspected and found worthy of 
approval. From the standpoint of a 
hundred bankers who may later install 
this product in their banks as protec- 
tion against the murderous fire of a 
holdup gang, the thoroughness of the 
test may mean the difference between 
turning back a holdup or losing a 
fortune in cash and bonds, even the 
difference between entire safety or 
sudden, violent death. Not only is the 

glass tested for 
resistance to pene- 
tration by the most 
powerful small 
arms available —it 
is also tested with 
several bullets 

striking a few inches apart to ascer- 
tain whether large particles of glass 
will be thrown forcibly from the rear 
lamination. This severe method of 
testing secures the wide margin of 

safety desired where lives are at 
stake. 

As if this is not enough, extra heavy 
glass capable of stopping a veritable 
baptism of fire from the vicious 
machine gunner or random shots from 
high-powered sporting and army rifles 
is now available. It seems unbeliev- 
able that a clear two-inch thick 
assembly of glass and transparent 
plastic will stop an army rifle bullet 
which will penetrate fifty to sixty 
inches of soft pine, or will stop a 
typical eight- to ten-shot burst from 

the common sub-caliber machine gun 
which will make an ordinary bank 

fixture look like a sieve. But it will. 
The firing test is not the only test 

to which bullet-resisting glass must 
be put. Such glass is made up of 
several layers of plate glass and 
intervening layers of a plastic sub- 
stance, bonded together to keep out 
bullets. How firmly will this bonding 
resist moisture, resist heat? The 

UTWITTING 

the 

BANDIT 

by 

H. B. MICHAEL 

Burglary Protection Department, Underwriters’ Laboratories, 
Chicago 

laboratories must assume that the 
product may be installed in an Arizona 
desert bank where it will be heated 

to 120 degrees Fahrenheit with great 
regularity. They must assume it will 
be used in a damp, cold place, that it 
will be built into a bank in the midst 
of a swampy, semi-tropical town. Will 

its bonding resist all of these condi- 
tions? If not, it may fail at the crucial 
moment —for of nothing else can it be 
more truly said than of bullet-resisting 
glass that in union there is strength. 
The component glass and_ plastic 
sheets of the strongest bullet-resisting 
glass ever made would not resist a 
single shot from a low-velocity revolver 

if they had come apart. 

O the laboratories bake the sheets 
of glass, then after examination for 

deteriorated bonding, put these sheets 
through the firing test. Other sheets 
are given a moisture test which deter- 

mines the effectiveness of the sealing 
or bonding process in resisting mois- 

ture. Unless they resist all of these 

tests and can still turn back a standard 

firing test, they do not pass the 
inspection. Instead, they go back to 
their makers with detailed reports of 
their deficiencies. And the makers g0 
to work to overcome the weaknesses 

which have thus been disclosed. Only 
when the product will withstand all 

of the tests required for a given 
standard does it earn a place 
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Underwriters’ Laboratories List of 

Inspected Burglary Protection Appli- 
ances. Nor have we covered the 

entire routine in this brief description. 
Uniformity of thickness, visibility, half 

4 dozen others are required. 
How about tear gas for daylight 

holdup protection? The outline of 
tests for tear gas equipment does not 

» go into design details, it merely covers 

} in two dozen words tests which may 
take ten men and six weeks to carry 
out. There are seventy-two para- 
graphs of these high-spot instructions 
to engineers and chemists for testing 
gas systems. For example, assume it 
is an electrically operated system. All 
of the electrical equipment is tested 
for its quality and its conformity with 
good electrical practice as regards 
insulation, wiring, and so on. It is 
given abuse tests, tried at low voltage, 
and given the high-potential test on 
its insulation. The  high-potential 
test applies to many types of electrical 
equipment which come to the labora- 
tories -washing machines, _ toasters, 
vacuum cleaners, oil burners, every- 
thing you can think of as well as tear 
gas systems. Such electrical tests are 
made by the laboratories’ electrical 
specialists. Then when they have been 
passed, the equipment comes back to 
the burglary specialists to see whether 
they can circumvent it or nullify it 
by all the ingenuity at their command. 

Or a mechanically operated system. 
How well is it protected against bind- 
ing? Will it corrode under favorable 
conditions and thus be out of commis- 
sion when put to the test in the 
presence of armed bandits? It goes 
through a course of tests every bit as 
exacting as those detailed for equip- 
ment already described in this article. 

ONSIDER now the hand and foot 
controls. Will they release the gas 

from accidental causes such as kicking 
them, dropping objects on them, 
striking them with brooms and mops? 
Will moisture from cleaning cause 
trouble? All of these questions must 
be answered, and favorably, before the 
article passes inspection. 
Now for the chemical charges them- 

selves: Are they stable under wide 
ranges of temperature to which they 

will be subjected in various climates 

at different seasons of the year? What 

will moisture, vibration, half a dozen 

Variables do to them? All these per- 

tain to durability and reliability of 

operation. Now as for their effect 

When released: Is the gas toxic? The 
answer is found first by gassing animals 

then by trying out on humans the gas 
Which has not harmed the test animals. 

When human beings are gassed with 
it, is it effective enough to put them 
out of commission if they are robbers 
determined to make a haul? How 

great a concentration is required for 
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Testing Alarm Systems 

this purpose? How many nozzles are 
needed in a given space to assure this 
density of gas? The guns are set up in 

a laboratory room. Four apprehensive 

engineers stand at carefully measured 

distances from the openings. A heart- 

less observer stands outside a glass 

door and cheerfully times how long it 

takes before each observer is compelled 

to leave the gas-filled area. And just 

for good measure, the victims are 

equipped with gas-tight goggles so 

that the gas must do its work through 

the mouth and nose. No robbers are 

known ever to have attacked wearing 

goggles, but they might, and the gas 

must drive them out nevertheless. 

The gas must be effective on a goggled 

Time lock with delayed operation 

man eight feet from the gas gun 
instantly upon release. 

Another point to consider is the 

explosion hazard. First, are the con- 

tainers able to resist the pressure of 

the charges they contain? When dis- 

charged, they must not throw out 

dangerous particles of wadding. The 

gas must not be explosive nor add to 

the fire hazard. To ascertain this, the 

engineers shoot the gas right into an 

oil fire and observe its effect. They 

also fire the gas charge at close range 

into a basket filled with papers or other 
flammable material. 

The test for bullet-resisting glass is 

aimed to uncover whether the glass 
and supplementary parts will perform 
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their function when called upon. The 
test for gas for daylight holdup protec- 
tion is designed primarily to stress the 
design and installation of the system 
so that it will operate when called 

upon, will not operate until called 

upon, and will be adequately effective 
but not unnecessarily violent when 

used. 
Perhaps a word might well be 

inserted here as to the purposes and 

functioning of Underwriters’ Labora- 

tories. The institution was established 

in 1901 by the National Board of Fire 

Underwriters for service, not for profit. 
Its object is to determine by reason- 

able, practical, and independent investi- 

gations the relation of devices, systems, 

and material to life, fire, collision, 

burglary, robbery, and theft hazards. 

Comprehensive . testing equipment 

under the direction of experienced 

engineers is maintained at three main 

testing stations in addition to a field 
inspection force in the principal cities 
of the United States and Canada. Its 
long experience and the methods 
employed for keeping in close touch 
with manufacturers, users, inspection 
bureaus, and other such sources of 
practical information have resulted in 
a wide recognition of its standards and 
recommendations. Printed lists of 
inspected appliances containing the 
laboratories’ findings in condensed form 
will be furnished without cost to 

prospective purchasers and others upon 

request. 
Only a small portion of Under- 

writers’ Laboratories testing stations 
are devoted exclusively to functions of 
the burglary department. But all 
departments of the laboratories are 
available for tests in their specialized 
fields. Certain electrical tests out- 
lined for tear gas are made in the 
electrical laboratories, alongside any 
other type of electrical apparatus. 
Chemical tests are made by chemists 
who next day may be working on fire 

extinguisher liquids or the flash point 
of oils. Fire and heat tests for safes 
may be carried on by engineers special- 
izing in test of fire-resistant safes and 
vaults. Explosive tests on safes and 
chests of the burglary resistive class 
are carried on at a special high explo- 
sive station out in the country where 
tests may be safely conducted. So, 
while the laboratories are divided up 

into specialized units under engineers 
and scientists trained in their special- 
ties, the facilities of the whole are at 
the service of any unit. 

ET’S continue by looking at the 
tests of some other equipment that 

comes to the burglary department. 
But before continuing let me emphasize 
what has already been pointed out, 

that this article is not undertaking to 
detail all of the tests, but rather to 

touch only upon some of the high 

points. Frankly, if we were to under- 

take publication merely of the stand- 
ards for all products in the field of 
daylight holdup protection, it would 
require at least the next year’s twelve 
issues of this magazine. And nobody 

would bother to read them except 

laboratory engineers and the makers 

of the products. So we shall continue 

merely to hit the high spots. 

Another important group of devices 
consists of those including delayed 

control time locks which apply to 

vaults, safes, chests, cash drawers, 

lockers, and so on. These include 
several distinct types, so the same 

tests cannot be applied to all. Certain 

tests are individual to given types of 

mechanism. All must go through 

repeated operation tests to make sure 

that they do not wear excessively and 

to determine reliability of starting at 

high and low temperatures, under 

vibration of door-slamming tests, dust 
and moisture tests. The fundamental 
requirement is that they must delay 
the unlocking for at least fifteen 
minutes. Some may be set for variable 
times, others work on a setting which 
is given at the factory, but none of 
them may cut down the delay period 
below fifteen minutes, since in the 
delay lies the entire protection. 

The laboratory engineers try their 
best to defeat them—or as we often 
say, the engineers turn robber and 
burglar. Our engineers know the 
tricks of the criminals and occasionally 

Applying the cutting torch to an alarm- 
protected steel cabinet 
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invent a few which have not yet! 

become known to the underworld. | 
One very amusing instance of this | 
sort came up at the very outset of our 7 
tests on bank vault alarms. 

outside gong was decommissioned in 

just ten minutes by means of a small 
pry bar, hand drill, and piece of wire, 
The engineer had never before seen the : 

system and had spent only a few 
minutes studying its construction when 

this test was made. 

the system immediately sought an 

interview with our president and said 

“For heaven’s sake don’t let this man 

out of your employ. He just defeated 
my burglar alarm which is used to 

protect millions of dollars in bank 
vaults.” Needless to say, improve- 

ments were speedily made in this 

system and continue to be made in all 

types of protection which depend upon 
actual test performance for a definite 
classification as to merit. 

"THE engineers assigned to the test 
of robbery protection devices must 

likewise constantly consider ways and 
means of readily circumventing the 
protection. In the preliminary stages 
of design, they frequently succeed. 
Then the product goes back to the 
maker for revision of design until 
eventually he has something that is 
beyond the engineers’ —and presum- 
ably beyond the criminals’ —ability 
to defeat. And there are accidental 
types of conditions under which a 
device may not work properly. 

For example, the other day a ship- 
ment of delayed action locks came to 
my desk. The outdoor temperature 
was just above freezing, so I put them 
on the window ledge. After an hour’s 
cooling, several of them would not 
work, because contraction of metals 

led to binding. Usually we make this 
test in a cold chest, and on imperfect 
designs the results are interesting. 
After exposure to temperature of 
40 degrees Fahrenheit some locks set 
for fifteen minutes actually required 

an hour and a half to release —and this 
temperature is often met by just such 
a lock in a bank with stove heat which 
has been neglected during the night. 
When heated, some such time locks 
speed up a little. This information 

will be of no advantage to a holdup 
man who encounters a lock inspected 
by the laboratories for such locks have 

proved their immunity to this influence. 

Because the importance of a given 
delayed action time lock varies accord- 

ing to its use, the laboratories list 
various classes of locks. For example, 
a time lock on a vault or manganese 

steel safe should be of very high 
quality, for a lockout here may be 
much more serious than on a locker oF 

a cash drawer. The bank may wish 4 
three-movement lock at (See page 22) 

An @ 
electrically lined, heavy steel protected 

The designer of } 
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American and British Banks 

following table shows the relative position, according POSITION BANK HEAD OFFICE DEPOSITS 
to Deposit Liabilities in United States Dollars, of the 150 70. National Shawmut Bank.......... Boston $151,403,322 
largest American, British, Colonial and Dominion Banks. 71. Eng., Scot. & Aus. Bank Ltd........ London 149,333,148 

The banks are divided as follows: eighty-eight American, 72. Union Bank of Scotland Ltd........ Glasgow 147,158,553 
with deposits of $19,098,638,353 and sixty-two British, with 73. Anglo-South American Bank Ltd.. .. London 146,550,077 
deposits of $20,677,071,031. Of the eighty-eight American 74. Anglo-California National Bank.....San Francisco —_ 145,850,205 
Banks, eighteen (with deposits aggregating $8,458,466,300) 75. Marine Trust Company............ Buffalo 142,549,325 
have Head Offices in New York City, while of the sixty-two 76. Fidelity Union Trust Company..... Newark 140,536,320 
British Banks, twenty-two (with deposits aggregating $12,542,- 77. National Bank of Australasia Ltd... . Melbourne 140,041,630 
750,075) have Head Offices in London. 78. Federal Reserve Bank............. Philadelphia 139,257,000 

79. Bank of New Zealand............. Wellington 135,021,584 
° * 80. Harris Trust & Savings Bank.......Chicago 133,893,294 

POSITION BANK HEAD OFFICE DEPOSITS 81. Munster & Leinster Bank Ltd....... Cork 130,192,381 
1. Midland Bank Ltd.................London $2,132,895,029 82. First Wisconsin National Bank..... Milwaukee 125,920,555 
2. Barclays Bank Ltd................. London 1,945,540,467 83. North of Scotland Bank Ltd........ Aberdeen 124,391,459 
eee London 1,879,275,556 84. Bank of New York and Trust Co....New York 123,080,730 
4. Westminster Bank Ltd.............. London 1,519,383,468 85. Federal Reserve Bank............. Kansas City 122,929,000 
5. National Provincial Bank Ltd........London 1,486,687,143 OG, Winter Te Be... 55 on ce ccc Belfast 115,366,230 
6. Chase National Bank............... New York 1,338,699,324 87. South African Reserve Bank........ Pretoria 114,628,028 
9. Mational City Benk...............- New York 1,117,159,220 88. Federal Reserve Bank...... .... a8. Dowie 109,858,000 
8. Federal Reserve Bank.............. New York 1,078,155,000 89. Imperial Bank of Canada.......... Toronto 108,286,722 
9. Guaranty Trust Company........... New York 1,019,582,652 90. Industrial Trust Company......... Providence 107,926,919 

10. Bank of England............ ......London 824,364,263 91. First National Bank............... Baltimore 107,272,725 
11. Bank of Am. Nat’! Tr. & Sav’s Assn...San Francisco 767,817,645 92. Coutts & Company................ London 105,739,448 
ee Montreal 642,148,393 93. First National Bank & Trust Co..... Minneapolis 104,651,667 
13. Continental Ill. Nat’l Bank & Tr. Co.. Chicago 629,944,034 94. Mercantile-Commerce Bk. & T. Co...St. Louis 102,139,228 
14. Bankers Trust Company............ New York 611,725,753 95. Banque Canadienne Nationale...... Montreal 102,012,290 
15. Royal Bank of Canada.............Montreal 601,198,921 96. Baring Brothers & Company Ltd....London 100,730,886 
16. First National Bank.............. . Chicago 582,864,529 97. Federal Reserve Bank......... ... Richmond 100,441,000 
17. Central Hanover Bank & Trust Co... New York 577,596,901 98. First National Bank......... .. St. Paul 98,115,498 
18. First National Bank................ Boston 535,044,000 99. Federal Reserve Bank.......... .. Dallas 97,917,000 
19. Federal Reserve Bank.............. Chicago 513,673,000 er eee Toronto 96,973,099 
20. Canadian Bank of Commerce........ Toronto 472,064,803 101. Public National Bank & Trust Co...New York 96,337,098 
21. Security-First National Bank........ Los Angeles 438,328,487 102. Brooklyn Trust Company.....:....Brooklyn 93,180,487 
22. Martins Bank Ltd............. .... Liverpool 420,537,399 103. Commercial Bank of Australia Ltd... Melbourne 92,318,610 
23. Isving Teast Company...........-.. New York 412,928,074 104. Bank of Toronto.................. Toronto 92,211,539 
24. Barclays Bk. (Dom., Col. & Overseas). London 382,459,688 105. Commerce Trust Company......... Kansas City 90,802,843 
25. Manufacturers Trust Company...... New York 381,818,793 106. Rhode Island Hospital Trust Co.....Providence 90,780,091 
26. First National Bank................ New York 377,858,450 107. Manchester & County Bank Ltd..... Manchester 90,577,438 
27. Co-operative Wholesale Society Ltd... Manchester 367,439,224 108. Farmers & Merchants Nat’! Bk...... Los Angeles 89,751,428 
28. Bank of New South Wales.......... Sydney 356,060,475 109. Union Bank of Manchester Ltd.....Manchester 89,661,879 
29. Bank of The Manhattan Company...New York 351,664,583 110. Girard Trust Company............ Philadelphia 86,218,197 
30. Hongkong & Shanghai Banking Cor... Hongkong 351,111,007 111. Central United National Bank...... Cleveland 85,387,810 
31. Chemical Bank & Trust Company....New York 327,395,669 112. City National Bank & Trust Co..... Chicago 84,879,335 
32. Imperial Bank of India............. Calcutta 309,433,587 113. Northwestern National Bank....... Minneapolis 84,552,861 
33. Commonwealth Bank of Australia. ...Sydney 306,544,875 114. Bank of California, N. A........... San Francisco 82,758,310 
34. Royal Bank of Scotland............. Edinburgh 305,471,536 115. Citizens Nat’l Tr. & Savings Bk.....Los Angeles 82,688,167 
35. Standard Bank of South Africa Ltd...London 287,683,688 116. Manufacturers and Traders Tr. Co.. . Buffalo 81,481,497 
re Manchester 278,152,938 117. Whitney National Bank........... New Orleans 79,094,939 
37. Philadelphia National Bank......... Philadelphia 254,136,430 118. Fidelity-Philadelphia Trust Co...... Philadelphia 78,582,487 
38. New York Trust Company.......... New York 245,234,381 119. Provincial Bank of Ireland Ltd...... London 78,054,804 
39. Cleveland Trust Company.......... Cleveland 229,543,093 120. Central Bank of India Ltd.......... Bombay 77,745,096 
40. Chartered Bk. of India, Aus. & China. London 224,927,883 121. First National Bank............... Kansas City 77,092,510 
41. Bk. of London & S. America Ltd...... London 220,674,291 122. First National Bank............... Atlanta 77,023,317 
42. Bank of Nova Scotia............... Halifax 212,622,853 123. United States National Bank.......Portland, Ore. 75,210,343 
43. Corn Exchange Bank Trust Co.......New York 211,789,105 124. Northern Bank Ltd................ Belfast 75,150,838 
44. Federal Reserve Bank.............. San Francisco 202,962,000 125. National City Bank............... Cleveland 74,833,963 
45. Mellon National Bank.............. Pittsburgh 202,009,438 126. First National Bank............... Dallas 74,374,311 
46. Northern Trust Company........... Chicago 199,544,727 127. Belfast Banking Company Ltd...... Belfast 73,213,475 
47. American Trust Company........... San Francisco 198,882,143 128. Federal Reserve Bank............. Atlanta 72,082,000 
48. National Bank Ltd................. London 198,659,735 129. Riggs National Bank.............. Wash’ ton, D.C. 71,301,325 
49. Bank of Australasia................ London 196,511,848 130. First National Bank............... Seattle 71,247,998 
50. Commercial Bank of Scotland Ltd... . Edinburgh 194,471,231 RRR. Ce IE oe. tcc s Los Angeles 71,128,734 
51. Federal Reserve Bank.............. Cleveland 192,193,000 132. National Bank of New Zealand..... London 70,973,097 
eee Dublin 190,168,290 133. Corn Ex. Nat’l Bk. & Tr. Co........Philadelphia 70,580,310 
53. National Bank of Detroit........... Detroit 189,693,074 134. Peoples-Pittsburgh Trust Company. . Pittsburgh 67,558,143 
54. Glyn, Mills & Company............ London 188,339,033 135. First National Bank............... Pittsburgh 67,301,615 
55. Pennsylvania Company............. Philadelphia 187,887,360 136. Mercantile Bank of India Ltd.......London 67,195,157 
56. Com’l Banking Co. of Sydney Ltd... .Sydney 185,920,123 137. First National Bank............... Scranton 66,491,424 
57. Bank of Scotland.................. Edinburgh 185,833,090 138. First National Bank............... Philadelphia 66,404,864 
58. Union Trust Company.............. Pittsburgh 182,965,566 139. Federal Reserve Bank............. Minneapolis 66,295,000 
59. Union Bank of Australia Ltd......... London 181,538,119 140. Mississippi Valley Trust Company. .St. Louis 66,220,636 
60. National Bank of Scotland Ltd....... Edinburgh 177,452,189 141. Marine Midland Trust Company....New York 65,851,850 
61. William Deacon’s Bank Ltd......... Manchester 172,684,685 142. Fifth Third Union Trust Company... Cincinnati 65,569,617 
62. Federal Reserve Bank.............. Boston 168,788,000 143. Merchants National Bank..........Boston 65,066,406 
63. Yorkshire Penny Bank Ltd.......... Leeds 164,117,642 144. Com’l Nat’l Bank & Trust Co.......New York 62,796,256 
64. Wells Fargo Bank & Union Trust Co..San Francisco 163,642,257 145. Crocker First National Bank....... San Francisco 62,351,143 
65. Clydesdale Bank Ltd............... Glasgow 161,252,400 146. Farmers Deposit National Bank... . Pittsburgh 61,534,667 
66. First National Bank................ St. Louis 158,563,033 147. United States Trust Company...... New York 58,792,461 
67. British Linen Bank................. Edinburgh 157,542,713 248. Basle of Tein G00... 2... cccvces Bombay 58,779,120 
68. National Bank of India Ltd.......... London 155,233,247 149. Citizens & Southern National Bk... .Savannah 58,747,811 
69. San Francisco Bank................ San Francisco 152,454,590 150. Hibernian Bank Ltd........:...... Dublin 58,362,611 

COMPILED BY CALIFORNIA BANK, LOS ANGELES, CAL. 
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Wait—or Go Ahead with Service Charges ? 

institution a schedule of 

charges sufficiently high to accomplish 
the purposes under present conditions. 

Where the local bankers cannot 
agree, the situation is made difficult 
for the individual banker to set up and 
enforce a schedule of charges. But if 
his competitors cannot see the danger 

to themselves of continuing to lose 
money needlessly, he had usually far 

better reconcile himself to a curtailed 
volume of profitable business than 
continue on an unprofitable basis. 

Certainly any banker appealed to 
for advice by a customer would recom- 
mend that the customer discontinue 
an unprofitable department rather 
than permit it to bleed him to death 
through losses. And just as certainly, 
what is good advice for a commercial 

customer of the bank is equally good 
advice for the bank itself. Then why 
not consider the unprofitable customers 
as a separate department of the bank 
which can either be discontinued or 
else made profitable by establishing a 
comprehensive, adequate schedule of 
charges for miscellaneous services and 
for those services officially included in 

the code authority’s definition? The 
conclusion is in most cases obvious. 

A good many banks cannot afford 
to continue absorbing these needless 
losses for a single unnecessary month. 
When and whether the clearing house 
and regional group schedules will be 
approved by the code committee is as 
yet indefinite. It seems to me that if I 
were operating a bank which was 
hard pressed by current operating 
losses, I should be inclined to go ahead 

(From page 7) with announcing to my customers an 
adequate schedule of service and 
miscellaneous charges. If it should 
eventually turn out that the approved 
schedule for the district—mind you, 
approval will be confined to what are 
officially termed service charges —is a 
little lower than this individual sched- 
ule of my own bank, then certainly 
my customers would offer no objection 
to having their charges reduced in 

subsequent months. If it should turn 
out that the approved schedule runs 
higher, then an upward adjustment in 
common with all other local banks 
could do me no harm nor cause any 
serious ill-will. Meanwhile, whether 
or no, my bank would be so much 
sounder than it otherwise could be, for 
thus I should have stopped my losses 
and probably converted them into a 
small net profit. 

HEARTILY though we welcome the 
code authority’s efforts to improve 

the status of banking and enthusiasti- 
cally as most of us are working and 
pulling for its successful development, 
every one of us knows that in the 
final analysis the continuing profit- 
making and existence of a bank rests 
upon its officers and directors. Govern- 
mental action may simplify our tasks, 
but only the responsible heads of the 
banks will in the long run be answer- 

able for pulling their institutions 
through these troublous times and 
emerging with them strong and full of 
vitality whenever general conditions 
return to something like an old-time 
normal. If an institution falls by the 
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wayside —and there is nothing in the 4 
deposit 

bank failures, even though depositors 
are safeguarded —it is nine times out 

of ten the fault of the management. |{/7 
an institution comes through while!” 
others are falling, it is ten times out of 
ten due to management good enough 
to meet and cope with the conditions 
along the way. 

So, while every banker can well 

afford to lend his best efforts to further. 
ing those sound governmental and 
allied activities which will help all 

banking, he is derelict in his duty if he 
lets slide the interests of his own 
institution while he awaits united 

action. The problems of each bank or 
each locality as affected by conditions 
within the bank and neighborhood are 
highly individual. The code schedules 
will at best cover only part of the 
ground which must be covered for the 
welfare of many banks. It seems 
better sense to take steps to accom- 
plish for the individual bank those 
results which its surrounding circum- 
stances require. Then, when united 
effort bears its results, it will be simple 
to bring the individual bank into 
adjustment with the rest. 

Meanwhile, no banker can safely 
lose sight of the current conditions of 
income and expense which make service 
and miscellaneous charges far more 
vital than they have ever before been 
in the history of American banking. 
The battle of stop-loss charges is by 
no means won as yet. The banker who 
sets his own policies accordingly will 
inevitably profit by realizing this fact. 

Outwitting the Bandit 

(From page 20) One point or may feel 
amply protected with a single or 
double movement lock at several 
other points. It all depends on the 
application. So the laboratories exam- 
ine such equipment and classify it. 

In addition to bandit-resisting en- 
closures, tear gas, and delayed action 
locks, there is still another well known 

type of robbery protection systems, 
namely, silent alarm systems. They 
are connected to police stations and 
nearby vigilante stations. These 
systems are not intended, as_ the 
reader might think at first glance, to 
call guards into the bank lobby with 
pistols drawn for combat with bandits. 
The vigilantes are usually instructed 
to notify sheriffs, deputized townsmen, 
and others to post armed men at 
strategic points along any streets or 
highways leading away from the pro- 
tected institution. Obviously, silent 
alarm systems should provide means 

to insure the transmission of the call 
at the very outset of the robbery with 
the bandit in full command. If the 
bandits scale the fixture, the call for 
help should be sent out automatically. 
If the bandit demands or helps him- 

self to money in the cash drawer, the 
alarm should be given. If the cashier 
is kidnapped and forced to open the 
vault, the alarm should be given 
without the least suspicion that he 
has done other than follow the bandit’s 
commands. It goes without saying 
that cutting the wires leading from 
the protected premises to the outside 
vigilante stations should give an 
alarm. These and many other methods 
of attack must be considered and the 
effectiveness of various devices in 
originating a signal when the emer- 

gency arises must be determined. 
The entire electrical system is 

examined and tested for reliability of 
operation under normal and abnormal 

conditions, freedom from accidental 
operation, operation on reduced volt- 

age, effect of vibration and moisture, 
and under other conditions of service 

to which any signaling system 1s 
subjected. In addition, the system 1s 
studied and tested to ascertain the 
degree to which guarded against ma- 
licious tampering—the ever present 
factor in robbery and burglary retard- 

ant devices. Nor should we neglect 
to emphasize the importance of proper 
installation by trained electrical experts 

of the manufacturer. 
Then there are other types of equip- 

ment, which, because they do not fall 
into any large group, call for unusual 
time and effort. There is a messenge! 

bag which is intended to protect money 
by automatic locking, producing 4 

series of detonations and emitting 

streams of tracer smoke if the bag }s 
snatched from its carrier. 

If space permitted it would be 

insurance plan to prevent!) 

{ 
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How Scores of Loan Officers 
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Kent. Slip forms 
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There is real danger of ordinary 
O carbon copy forms saying the 

wrong thing. Kant-Slip forms 
__ eliminate this risk. 
© Even when this risk is not 

serious, it is at the expense of lost 
operating time or the use of need- 

©). lessly large forms at higher cost. 
Kant-Slip forms are the forms 

with the punch. Aligning pins on 
© the Registrator platen mesh with © 

these marginal punches, auto- 
matically aligning the set of forms. 

O Kant-Slip forms can’t slip! For © 
be the first time, continuous forms 

give continuous production 
oO Let a member of our nation- 

wide organization give you the 
benefit of our 22-year experience in 
improving business forms systems. -) 

C) @ The patented Registrator platen is C) 
quickly installed on accounting, billing, 
tabulating, bookkeeping machines, an 
type writers. 

O or handwritten records the Standard ‘@) 
Kant-Slip Autographic Register has the 
exclusive advantage of this positive accu- 
rate registration. 

| BUSINESS MACHINES FORMS DIVISION | O 

THE 

STANDARD REGISTER 
MPANY 

The Standard Register Company, Dayton, Ohio. 
Tell us how we can affect economies in forms by re- 

design for greater compactness, providing uninterrupted 
operation and eliminating form slippage. 

Name 

eee City BCH.-5 

| and the 

possible to describe the tests made on 
burglary-resistant devices, as con- 
trasted with the robbery-resistant 
devices already discussed. And quite 
as interesting, we feel, are the fire 
protection tests for safes, vault doors 

like. But these are two 
| separate subjects and must be omitted. 

_ into bricks and machinery 

So, next time you examine your 
holdup protection equipment, look for 
evidence of Underwriters’ Laboratories 
inspection and approval. If you find 
it, you have at least the comfort of 
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knowing that the bandit who comes 
to your bank will be unable to defeat 
it—always assuming that you use it 
properly—unless he displays more 
than ordinary criminal intelligence, 

The most outstanding fact in bank 
robbery experience is that well pro- 

tected banks are seldom attacked and 
then rarely successfully. Unprotected 
banks are often repeatedly attacked. 
To be or not to be protected, that is 
the question which you must answer. 
I can only tell you how. 

Where to Look for Loan Danger Signals 

(From page 9) it is questionable whether 
we should have obtained 25 per cent 
of what was due us. 

Shrinkage of working capital comes 
ordinarily from operating losses, from 

paying out too much money to stock- 
holders or principals, or from putting 

money 
| which should remain as working cap- 

ital. The first class, shrinkage due to 
| operating losses, is so obvious that it 
hardly requires comment. If a business 
is losing money, particularly if there 
are no reserves set up for just this con- 
tingency, then obviously, it is decreas- 
ingly attractive as a credit risk. It can 
be recognized (as can capital shrinkage 
from either of the other causes) by fre- 
quent inspection of statements. It is 
noteworthy that many banks obtain 
statements at intervals too long to give 
them adequate information about a 
borrower’s progress. Annual state- 
ments have been the usual rule, but 
there is an increasing tendency on the 
part of customers to give interim state- 
ments and on the part of banks to ask 
for them. Stockholders are demanding 
more frequent figures from the officers 
of their company. We are getting many 
monthly statements, or where that is a 
hardship on the client, trial balances, 
so that we can follow the debts and the 
cash and receivables. Only thus can 
we have the information that we need 
to help the borrower and guard our- 
selves. We feel that close contact with 
the borrower is beneficial to him. We 
cannot know as much about his prod- 
uct, and his merchandising, as does he, 
but to know finance is our business, 
and we should guide him in that phase 
of his problems. 

During the depression a borrowing 
customer showed a shrinkage of $70,000 
in his working capital—which on 
examination of the operating sheets 
disclosed that the company had earned 

| $80,000 during the year but had paid 
out $150,000 in dividends. Since the 

| company’s statement was excellent we 
did nothing about it except to keep our 
eyes open. Next year it happened 
again, almost the same thing to the 
dollar. Again we said nothing —until 
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it came time to consider the customer’s 
line. Then we made its credit for the 
next year conditional on passing the 
dividend and no withdrawals by prin- 

cipals in excess of the previous year. 
(When dividends are cut or passed, 
particularly in a concern closely held 
by the officers, salary increases or other 
forms of withdrawal have a tendency 
to appear to make up the officers’ loss 
in income.) 

Well, our friends cussed us up and 
down and crosswise. They swore it 
would ruin their reputation in their 
trade, because their principal competi- 
tor was still paying dividends, in fact 
had declared its usual amount only a 
few days previous. (It is interesting to 
recall how many banks felt similarly 
about their own case—but do so no 
longer.) But we held firm, and they 
accepted our conditions. About a year 
and a half later they were telling us 
what fine fellows we are. You see, 
their competitor had gone bankrupt 
due to his generosity with dividends, 
and it required only a few simple 
mathematical calculations to prove 
that our customer would have done 
likewise if dividends had been con- 
tinued. As it is, this company now 

enters the New Deal with the un- 
questioned leadership of its industry, 
and with prospects far better than it 

had five years ago. 
While we are on the subject of cash 

payments to owners and officers, let us 

consider danger signals that appear 
outside the financial statement. Part 

of the duty of our credit officers is to 
read all the society columns of all the 

Chicago papers word for word every 

day. Why? Well, we have many big 
borrowers who make such incomes that 

they can afford anything they care to 
spend. But when customers who can- 

not afford it get to cutting a wide, 
high and handsome swath in society, 

we want to know it. 
Perhaps the most insidious type 0! 

shrinkage in working capital is that 

which comes from converting quick 

assets into fixed assets. This usually 
happens in a company which is going 
so well that its owners feel the need for 
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CLEARING HOUSE 

greater plant capacity and which at | 

the same time is so profitable that they 
do not want to share the earnings by | 

selling more stock. A fine example was | 
a garment company in a highly sea- 

sonal line. They always paid out at the 
end of a season, and they continued to 
do this. But their business was so 

good that they began adding to plant 
at the expense of cash. We caught it 
rather later than we might have, for 
the business was so sweet a credit that 
we were giving them rather cursory 
attention. When the danger was 
pointed out, they saw it quickly. The 

owners were good business men, and 

they were genuinely concerned when 
they were shown how unattractively 
weak their statement had become 
through this very practice. We cited 
plenty of examples, with names and 
dates, to show them the danger. They 
quit it, for they did not want to fail, 
and when the depths of the depression 
were reached in their line, they 
squeaked through without trouble. 

Slowing up of trade payments is an- 
other danger signal. Of the five tests 
we are considering, this is the only one 
that requires any investigation out- 
side the walls of the bank. In the first 
place, a new borrower sometimes suc- 
ceeds in doing so excellent a job of 
window-dressing that the bank is 
caught off guard. When he gives his 
list of suppliers from whom he buys, 
he sometimes hand-picks a few houses 
which he has always paid promptly and 

intends to continue paying. Mean- 
while, there may be several (or one) 
large sources that he pays slowly, or 
perhaps promptly instead of discount- 
ing as with the list he has given us. 

So we make a practice of going to 
the statement department toward the 
end of the month and inspecting the 
customer’s canceled checks. Compari- 
son of names and amounts frequently 
gives valuable leads. Getting reports 
from commercial agencies is another 
way to find out how the borrower’s 

trade payments are going. From the 

names obtained in these ways, it is 

usually simple to obtain the facts of 

payment habits by a few telephone 
calls or letters. There are other indi- 

cators along this line. Yesterday, for 

example, I had two callers inquiring 
about the credit standing of one of our 

customers. There must be a reason for 

a sudden flow of interest like this —at 
least there may be. So we checked up 

by telephone this morning. Just as we 
feared. Six months ago this borrower 

Was discounting, up to sixty days ago 
he was invariably prompt. Now he is 
slow with four customers, two of them 

unknown to us until this morning’s 
Inspection of paid checks. So we have 

Written the customer (he is out of town) 
asking for a statement and several 

other pertinent facts. 
Using a finance company may or 

TWENTY-FIVE 

em of exquisite architecture 

it 

se 
“uml hut; we 

Caj Mahal 

Centuries ago in Agra, India, the Emperor Shah Jehan 
buile the world famous mausoleum of white marble to 
contain the tombs of his favorite wife, Mumtazi Mahal, 
and of himself. He erected this gem of graceful splendor 
to perpetuate his ideals for posterity; and with the skilled 
aid of ancient Craftsmen, he succeeded. Taj Mahal today 
stands as a delightful example of an Emperor's concep- 
tion of Architecture. 
85 years ago—in 1848—the Carew Manufacturing Com- 
pany was founded. The Mill was built along the banks 
of the Connecticut River, in the most famous papermak- 
ing region in the world. Here Carew Craftsmen set about 
establishing Carew Fine Paper Ideals. Only the best of 
materials went into the making of the paper. Skilled 
Paper Craftsmen carefully supervised every operation. 
With accomplished cleverness the paper elements were 
blended together and made into the finest sheet of paper 
obtainable. 
Today Carew and Carew Craftsmen, proud of this heri- 
tage of 85 years, are still on the pinnacle of the paper- 

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

making industry. The same methods used for so many 
years are used today. Sizing the paper with animal hide 
glue, pole drying, sheet calendering or plating, and hand 
sorting and counting—methods that make Carew Papers 
still the best obtainable. The same inimitable quality can 
be found. 
And this Carew Quality will not vanish today, or tomor- 
row, or anytime in the future. It is lasting. Years and 
years from now Carew Papers will be made by another 
generation of Carew Craftsmen. But the Carew Paper- 
making secret will be theirs; just as the secret of 85 years 
ago remains with the Carew Craftsmen of today. It is 
a heritage passed down through the years. 
There is no finer paper made. Try it, and you'll agree. 

Your Pauper Merchant will 
he glad to supply you with 
beautiful. illustrated Povt- 
folios of any of the Carew 
Bonds or Ledgers in which 
you are interested The 
‘Lit of the complete line of 
Carew Papers appears in 
the imprint, 
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You Will Need Today’s 

Records Tomorrow 

STORE THEM IN THIS | 
EASY LOW-COST WAY 

DAY’S business records will be tremendously | 
important tomorrow. You will want them. 

The government may. The look ahead demands 
that records be kept intact, safe for reference, and 
readily accessible. Store all your old records in | 
LIBERTY Collapsible Storage Boxes—‘‘The best 
thing in the world for storage filing.’’ Sizes for 
every need—deposit slips, checks, vouchers, let- 
ters, all records and papers that must be kept for 
future reference. LIBERTY Boxes are the lowest- 
cost, systematic method known for record storage. 
They semi-seal without tying. 

a call N SAMPLE FREE 
Wey) We will gladly send sample and full 

information—no obligation. Clip this | 
ad to your letterhead and mail. Please 
state purpose for which box is wanted. 

Dn ALL Arsinud 
4aceBS 

BANKERS BOX CO., INC. 
Chicago, Ill. | 

B-534 
536-538 S. Clark St. 

applications 

16 where the 

Ecry SPEED-FEED 

will effect economies 

in YOUR Bank 

Will you give the Egry sales agent an opportunity 
to explain these applications and to demonstrate 
this labor—time—and money saving business aid 
—the Egry Speed-Feed—that increases the output 
of your typists in writing multiple forms by as 
much as 50%—or more? 
Economy of method is a vital essential today in 
every bank—the Egry 
Speed-Feed makes this 
economy possible in all 
departments. The Egry 
Speed-Feed is adaptable 
to any standard make of 
typewriter. Attached or 
detached in an instant. 
Requires no change in 
typewriter construction. 
Saves its cost in two 
weeks. Get the complete 
story—it’s a revelation 
in economy. Write 

The EGRY 
Register Company 

Dayton, Ohio 
Sales Agencies in All 

Principal Cities. 

CES / 

| 

SPEED-FEED J 

345-BC 

| announcement we 
report. 

| let. 

| covered four topics which so far as 

| business”’: 
| gage relief, investor protection and 

may not be dangerous practice. It all 
depends on the type of business. Mind 
you, we have no objection to finance 
companies. They are excellent bank 
customers and we extend many of 
them substantial lines of credit. But in 
general, when a borrowing customer, 
whose use of a finance company is not 
previously understood and arranged 
for with us, begins to use one, itis a 
prime danger signal. Not to mention 
its being a violation of business morals 
in the borrower’s relationship to his 
bank. The bank customer who is 
borrowing unsecured creates a pre- 
ferred creditor if he simultaneously 
uses a finance company. In selling 
accounts to a finance company (al- 
ways, of course, the very best accounts 
on their books —the finance company 
sees to that) the bank borrower is 
actually pulling out the very best assets 
upon which the loan was predicated. 

Usually in dealings between a cus- 
tomer and a finance company, there 
are checks passing in both directions to 
keep the account evened up. So we 
are likely to find evidence of the rela- 
tionship rather quickly through our 

THE BURROUGHS 

inspection of the customer’s canceled 

checks. We have every department 
in the bank alert to pick up credit 

information and concentrate it in the 
credit department. Obviously, when a 

business is in such need of cash that it 
has to resort to other sources, its 
desirability as an unsecured borrower 
of the bank is highly questionable. 

The big advantage of this set of five 
easy tests is that, except for the use of 

commercial agency reports and a few 
telephone calls for establishment of 

trade payment trends, they require no 
complex computations or sleuthy de- 

tective work. All of the necessary facts 
are inside the banks, right under the 
banker’s nose to be had for the trouble 
of looking them up. Balances, borrow- 
ings, statements, canceled checks, 

checks deposited —they are all part of 
the permanent or temporary records 
of the bank, available on request by 
the loaning officer. And the loaning 
officer who watches these as warnings 
of danger will have fewer work-outs 
and fewer losses, if we may credit our 
own experience and that of our corre- 
spondent banks who are using them. 

A Monthly Report for Depositors 

stockholders a regular 
In the same spirit we 

(From page 13) 
annual report. 

| promised that whatever our reports 

might say, they would not be issued 
as pronunciamentos from either ex- 
perts or prophets, but as a printed 
substitute for a personal conversation 
with each customer. 

To reach the backbone of the bank — 
our commercial customers—we used 
the ready-made stencil mailing list of 
checking customers with which we 
head up monthly statements. To reach 
our other customers and the public in 
general we used the newspapers. This 

| gave us, we believe, an economical 
| combination with adequate coverage. 

One week after our preliminary 
issued our first 

The choice of a subject was 
more or less inevitable: Some sort of 
review of the year just ended, handled 

| under the heading of “A Year of 
Reconstruction; March to March, 
1933-1934.” In this review we did 
not try to cover everything; the report 
was restricted to an eight-page book- 

In the field of national events we 

we were concerned were “finished 

Deposit insurance, mort- 

the banking code. Following this we 
| briefly outlined some of the major 
developments within the bank. 

But for the inclusion of a monthly 
statement of financial condition, these 
reports could more accurately be called 
monthly messages or a house organ. 

In writing to advertisers please mention The Burroughs Clearing House 

But it seemed to us that a monthly 
message to customers without a 
monthly statement of financial condi- 

tion would be like coffee without 
cream. Punch would be lacking, and 
there would be no justification for 
calling it a report. Not that the idea 
of a monthly statement of condition 
met with the immediate approval of 
all of us. You have only to ask your 
own fellow officers if they would like 
to give out a monthly financial state- 
ment to get the inevitable reaction: 
*“‘But what about the month when our 
statement does not look so good as 
the month previous? Do customers 
know we have our peak periods? Will 
customers understand, as we do, that 
a bank’s deposits can vary by hundreds 
of thousands or even a million dollars 
in a single day without its meaning 

anything is wrong?” 
It may be interesting to quote a 

counter question or two: ‘Now that 
1933 is history, do you honestly think 

it would have made any difference if, 
during the past four years, we had 
printed a statement every month? 

Don’t you think that printing it would 
have helped us rather than hurt us so 

far as our own customers were con- 
cerned? Wouldn’t the very fact that 
we were not afraid to show our state- 

ment have been the best possible way 
of holding customer confidence?” 

In the beginning we expect our 

statement to be read by the average 
customer mainly in terms of “how 

big” and “up” or “down.” When 
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CLEARING HOUSE 

customers get used to it we may go 
into further detail, introducing various 
new items one by one. 
From all the foregoing it will be 

seen that we have created a vehicle 
for propaganda, for sales suggestion 
and for intensive cultivation of a field 
of potential business which we have as 
yet barely begun to scratch. 
” One of the first questions asked when 
the idea took form was, ‘“‘How will we 

ever find sufficient new material to 

fill the report each month?” That 
quickly changed to, ‘‘What shall we 

do next month —this or that?” Take 
the trust department, for example. 
What has it for sale? A dozen services, 
at least. How many present customers 
even know the names of all of these | 
services, let alone their advantages | 
and the price of each? A most obvious 
subject for immediate handling, of 
course, is the revised fair trade practice 
schedule in the banking code. Close 
on the heels of this we ought to sell the 
idea of amortization of mortgage loans. | 
Always for some time, of course, there | 

is the likelihood of current banking 
developments of national interest 
which should be interpreted as they 
affect our institution, its policies and 
the interests of our customers. 

S this is written the first returns 
are coming in from customers, news- 

paper editors and other bankers. 
Doubtless the brickbats will arrive in 
time, but so far it has been nothing 
but bouquets. Quite as gratifying as 
this first response are other by- 
products which convince us that we 
have laid the basis for a sound, long- 

pull promotional policy. Getting out 
the first report seemed to stimulate 
the new business activity of the entire 
bank. Lists had to be revised and 
prepared, work which we did in a 
lew days when otherwise it might 
not have been done in a year. As 
various department heads saw a 

monthly medium created whereby 

their story might be told to a list of 

customers and prospects, space in the 
modest booklet went to a premium. 

“We'll take the back cover every 

month,” said the trust department. 

“We have some ideas to put over that 
will help us a lot with our problems,” 

said the operations department. ‘“There 

are enough non-box renters among our 
checking customers alone to fill our 

vault,” said the safe deposit depart- 
ment. ““You’ve got up a swell list for 

me,” remarked the travel department. 

1 hat sort of comment volunteered by 

‘our best friends and severest critics,” 

our own fellow employees, all the more 
convinced us that in our monthly 

feport to customers we “have some- 

thing.” How often can an idea “go 

over” with the public without selling 
the first group that should be sold on 
it, the bank staff itself! 

| 

| 
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®There are 668 banks in Wisconsin. Of these, 557 or more than 80 per 

cent are correspondents of the First Wisconsin National Bank of Mil- 

waukee; and 35 are affiliated with the First Wisconsin through mem- 

bership in the Wisconsin Bankshares Group . .. The First Wisconsin is 

the largest bank in the state. A bank of tested strength with an 81-year 

record of dependable service. An outstanding commercial bank espe- 

cially well qualified to serve other banks and business corporations. 

FIRST WISCONSIN 

NATIONAL BANK -{ , > 

UNIT OF WISCONSIN BANKSHARES GROUP 

CRAY, McFAWN & COMPANY 

Dealers on 

Municipal and Corporation Bonds 

Our statistical defra xtment & fu wefrared lo furnish 
. , . . . . 
information on Michigan ames 

FIDELITY BUILDING TELEPHONE CHERRY 6828 

DETROIT 
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@ 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 Pittsburgh's finest 
hotel. All rooms with bath. 

HOTEL 

Witiam Penn 

r-Wetem dats FORT PITT HOTEL qood 
rooms from $1.50; with bath $2 00 

WINTERRINGER »° HEDGES 

IF YOUR CUSTOMERS OWN 
FIRST NATIONAL OKLAHOMA FARMS 

BVILOING orn OKLAHOMA FARM MORTCAGES 
? THEY WILL PROFIT 

OKLAHOMA CITY BY USING OUR SERVICE FOR 
NON-RESIDENT OWNERS 

OKLAHOMA 

INVESTMENT COUNSELORS 

| on its note to the bank. 

| dilapidated. 

The Time: 

JUNE 11 10 14 

The Place : 

WASHINGTON, 

= <,. 

The Event: 

The 1934 

A. |. B. 

Convention 
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LEGAL DIGEST 

meer 17) substitution of accounts 
| or other collateral for the accounts 
| thus collected. 

At the time the corporation became 
bankrupt it owed a balance of $6,800 

A few days 
before the bankruptcy, the corpora- 
tion returned to the bank the pledged 
accounts receivable which it still had 
on hand. 

Under these circumstances, the court 
held, the assignment and pledge of the 

| accounts receivable by the corporation 
to the bank are fraudulent in law and 
void as to other creditors and the 
bank cannot be permitted to assert a 
lien on the assigned accounts receivable. 

Incomplete Negotiations 

A manufacturing corporation was 
indebted to a bank on its notes in the 
sum of $220,000. Negotiations were 

Farm Property as a Bank Asset 

(From page 16) second place, during the 
period while he was defaulting, and 

subsequently while the bank was get- 
ting possession, he ordinarily milked it 
to the last drop. He could not afford 
to spend money on maintenance, and 
once he knew he would not retain it 
he had no incentive to keep up its 
fertility for the next owner. So the 
typical repossessed farm has the build- 
ings neglected, land misused, fences 

I have even seen such 
farms where the departing owner heated 
the house during his last winters by 

tearing down fences and even out- 
buildings. Or, if the farm was operated 
for several years by poor tenants with- 
out competent supervisory manage- 
ment, it is surely in bad condition. 

If the condition is very bad but the 
soil otherwise good, then it may be 

| necessary to spend a reasonable sum 
to bring it back to a producing basis. 
More often, the condition simply 
requires the skillful selection of a 
capable tenant and working up an 
equitable leasing arrangement which 
will make it to his interest to rebuild 
the soil with reasonable help from the 
owner. Most often, the run-down 
condition is no worse than can be 

taken care of by a moderate expendi- 
ture and the co-operation of a tenant 
who is willing to put in the necessary 
extra work. 

For example, fences. If there is any 
timber on the place, to be cut for 
posts, it is usually possible to have 
them repaired by a modest expenditure 
for wire. Or soil fertility. Intelligent 
cropping for a few years will usually 
take care of this at little cash outlay 
except for legumes. Or buildings. A 
few dollars for paint, a few dollars for 

entered into for the extension of these 
notes in consideration of a mortgage 

were never carried through and re. 
duced to final form. 

corporation’s notes, the defense was 
made that an 

agreed upon in consideration of the 
proposed mortgage, but upon its being 

shown that the negotiations had not 
merged in any definite agreement and 
particularly that there was no written 
memorandum as 

statute of frauds, a verdict was directed 

on appeal was sustained by the United 

THE BURROUGHs 

to be given to the bank by the corpora- 

tion. These negotiations, however, 

Upon the bank bringing suit on the 

extension had been 

required by the 

in favor of the bank and this verdict 

States Circuit Court of Appeals, which 
reiterated that the bank was not 
barred from taking action on the notes 
merely by the negotiations looking to 
an extension. 

shingles or roofing, and an industrious 
tenant will get house and barn back 
into condition by working on days 
when his labor cannot be more prolit- 
ably employed. Incidentally, rehabili- 
tating run-down farm buildings will 
have about as great a pulling-power in 
getting a desirable tenant as any single 
step that an owner can afford to take. 
It is likewise good business to keep a 
good tenant happy by keeping up his 
buildings, particularly when the tenant 
will furnish the labor at his own 

expense if the materials are provided. 
City bankers have discovered that 

it is necessary to spend money to 
rehabilitate a repossessed city resi 
dence, not only necessary bui also 
profitable. The same is often true of a 
farm. But the proportionate cost ol 
rehabilitating a piece of farm property 
is likely to be much smaller. It 1s 
astounding how much can get done 
around a farm when an ambitious, 

handy tenant is equipped with $50 or 
$100 worth of materials of one sort and 
another. And a farm has this addi- 

tional advantage over a piece of city 
property likewise gained from [fore- 
closure, that the rehabilitation of the 

major value in the farm —its soil —can 
generally be accomplished over a term 
of years through relatively little cash 

outlay. It is a problem rather 0! 
applying knowledge to the soil than 
of buying back its richness with money. 

If I keep reverting to this idea ol 

applying farming skill as the method to 

assure a valuable property and al 
adequate return, it is because so few 

people really comprehend its impotl- 
tance and because I have so repeatedly 

had this called to my attention. 
If the banker is not a_ first-rate 
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CLEARING HOUSE 

farmer, then all the more reason why 
he should seek outside assistance. And 
if the farm is not in his immediate 

hese territory, then it is almost mandatory. 
Sage B rhe mill-run type of small country- 
an town local management is seldom 

’H really awake to their responsibility, 
Te- and from this point it ranges down- 

ward. Their own business, whatever 
. the it is, and their loyal local community 

an interest unconsciously always takes 

the precedent over the absentee-owner | 
living one hundred miles away. Let me 

ore quote from a Denver banker’s letter on 
hot my desk as I am writing this, “We 
— find both the tenants and our local 

the agent unsatisfactory correspondents, 

= i because it generally takes from fifteen 
+ to thirty days to get a letter from 

sited them, if they decide to answer our 

hich letters at all. Whereas there are a 

number of competent farm manage- | 
Roo ment organizations functioning in vari- | 
1g to BUS agricultural regions, and any one | 

of these able to assure the non- 
operating owner a far better return 
from his farm than can be otherwise 
obtained. Moreover, management 
assures the tenant a _ better return 
than he can otherwise get. 

rious 

— THis is an exceedingly important 
refit. point. First, of course, because a 
abil. @ prospering tenant means a prospering | 

~ will @ owner, and produces a good annual 
‘er in @ Yield from the asset. Less obvious, 
single but more important, 1s its bearing on 
take, @ 2 Sale. And the ultimate sale of the 

eep a : 
p his whether or not it was wise to hold 
snant @ stead of to sell at once on foreclosure. 
oun If a farm has a record of yielding a 

ded. @ $004 return to the owner and to the 
that tenant, it will be comparatively easy 

.y to (sell either as an investment or to an 

farm will determine the question of | 

resi- @ OPerating owner. But the best pros- | 
also @ pect for buying a farm is the prosper- 

eofa @ 4g tenant who is now operating it. 

et of From all of this, you may well per- | 
perty ceive that I see no insuperable difficul- 
It is @ es in making a foreclosed farm a 
done @ “esirable and worthwhile asset for the 

tious, @ Country bank which can afford to hold 
5) or @ it until the normal upswing of prices 

t and brings back the sound, sane value 
addi- @ ‘emonstrated for its class of soil during | 
‘ city @ the past generation. (I am not saying 
fore- @ | will ever again sell for such prices as | 

yf the @ Ye Saw in Iowa and Nebraska in 1919, 
—can “2d I sincerely hope it will not!) I 

term @ think I had rather have, right at this 
cash | “oment, a good farm than almost any 

er of @ Sher kind of investment I can think | 
than @ % For not only does it offer the 

oney. @ Ptobability of an attractive speculative 

lea of SN in value, but also it can be made 

iodto | U8der competent management to yield 
d an @ “fair income return to its owner over a 
o few @ ‘rm of years. 

mpor- And if this article answers some of 

atedly 
irom many people, then certainly it 
will have justified the effort. ;t-rate 

the questions which keep coming to us 

TWENTY-NINE 

The 

NATIONAL BANK 

OF DETROIT 

Statement of Condition, March 5, 1934 

RESOURCES 

Cash on Hand and Due from 
other Banks. .......__.. $ 52,805,820.00 

United States Government 
Securities .. ae 97,683,272.52 $150,489,092.52 

Securities other than U. S. Government... 6,784,991 .62 
Stockin Federal Reserve Bank . .... . 675,000.00 

Loensenad Discounts. ....+<«..e-. 59,404,616 .93 
Real Estate Mortgages . . ..... . 10,849,057 .36 
Overdrafts ears Fe cas ee 2,238.71 
Accrued Interest Seniteshte—Dier . == ‘ 1,238,576.20 
Customers’ Liability Account of evita and 

Beteereer Cran . tlt ll UU 291,812.10 
Other Meseurces . . wt ltl ll 96,982.21 

TOTAL RESOURCES... . . . . . §$229,832,367.65 

LIABILITIES 
Deposits: 

Commercial, Bank dnd Savings $174,656,454.97 
Public Funds secured by pledge 
of U.S. Government Bonds: 

Treasurer—State of Michi- 
ee ee 6,528,642. 77 

U.S. Government... 18,613,372.58 
Miscellaneous . .. . 381,341.30 

Other Public Deposits. . . 3,367,315.56 $203,547,127.18 

Capital Account: 
Preferred Stock. . . .. . 12,500,000. 00 
Common Stock >. capes 5,000,000. 00 
Surplus... : 5,000,000. 00 
Undivided Profits (Paid in) ‘ 2,500,000. 00 

Undivided Profits (Earned) . 463,905. 56 25,463,905. 56 

Reserve for Contingencies .. abate ae 300,000.00 

Reserve for Expenses and Cieidende ee alah ae 229,522.81 
Our Liability Account of Acceptances and Letters 

of Credit ... oe tO) Ce eee 291,812.10 

TOTAL LIABILITIES. .. . ..:4*.'. §$220,832,367.65 

Banking Service in Washington 

Bankers and their clients will find this institution always ready 
and happy to serve them in THE NATION’S CAPITAL 

THE RIGGS NATIONAL BANK 

OF WASHINGTON, D. C. 

CHARLES C. GLOVER ROBERT V. FLEMING 
Chairman of the Board President 

GEORGE O. VASS 
Vice-president and Cashier 

RESOURCES over ~ - - ~ $80,000,000 

Founded 1836 

In writing to advertisers please mention The Burroughs Clearing House 
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CLEARING HOUSE THIRTY-ONE HS§ 

Burroughs prints ciphers automatically. Since figure work averages 

30% ciphers, almost one-third of the work is done on a Burroughs 

without touching a key. 

NO WASTE STROKES IN WRITING AMOUNTS .. . . 

For example, you touch 77 on a Burroughs with one stroke—not two. 

You touch 3.65 with one stroke—not three. You touch 5,870.00 with 

one stroke—not six. 

| NO GUESSING AT AMOUNTS WRITTEN ..... 

No guessing whether you have touched the right keys—just look at 

the keyboard. Keys stay depressed, so amount can be checked before 

it is printed or added. 

NO EXTRA MOTIONS FOR SUBTRACTION . . 

To subtract, merely touch the subtract bar. It’s just as simple and 

fast as touching the adding bar. 

NO EXTRA STROKES FOR TOTALS ......... 

To take a total, merely touch the total key. This one motion—not 

two or three—operates the machine and prints the total. 

NO WASTE MOTIONS IN CORRECTIONS ........ 

If you depress a wrong key in any column, you see it instantly on the 

Burroughs full keyboard. To correct it, merely touch the right key 

in that column. 

Banks select Burroughs for speed, simplicity and ease 

of operation as well as for quality and long life. Call 

the local office for a demonstration of the size and 

style machine best suited to your particular needs. 
FOR 

BURROUGHS ADDING MACHINE COMPANY HALF A CENTURY — 

DETROIT, MICHIGAN : aly 



THIRTY-TWO 

CANADIAN NOTES and COMMENT 

CREDIT IS AVAILABLE 

Current advertising of the Bank of 

Montreal in Canadian papers has al- 
tracted attention for the frank state- 
ment of policy contained in the copy 
and the well considered reply to critics 
of the loaning policy of banks. Under the 
heading “Banking Credit is Available,” 
the copy says “Commercial loans in 

Canada, it is sometimes suggested, 
have shown a declining trend through 
restriction of credit by the chartered 
banks. The truth is thal more bank- 
ing credit is available than those 
directing sound enterprises are able 
or willing to employ. This bank has 

not in the past, and does not today, 
withhold credit for legitimate and 
sound purposes. It has had, and it has 

today, ample resources from which il 
is prepared to make loans.” 

BANKS MUST ANSWER 

On only a few occasions in the past 
have Canadian banks taken space to 

reply to critics. Some years ago when 
the Canadian dollar was at a consider- 
able discount in relation to the United 
States dollar, the Canadian Bank of 
Commerce published a series of adver- 
tisements on the mechanics of exchange 
written for the layman. There is 
no doubt that the Commerce series 
assisted in correcting the prevailing 
idea that somehow or other the banks 
were responsible for the discount. 
Banks and bankers have shown some 
hesitancy in getting into print on 
controversial subjects but it is doubt- 
ful if this reluctance has been the best 
policy. Silence on the part of the 
banks has only made critics bolder 
and more articulate; the controversial 
matters have usually come to a head 
anyway with the public ill-informed 
and unaware of the banks’ viewpoint. 

FREE BANKING ERA 

An interesting relic of the trouble- 
some times of 1840 which were termed 
“The Blackest Page In the History of 
American Finance,”’ has turned up at 
Edmonton, Alberta. It is a bank note 
of the Niagara Suspension Bridge 
Bank dated October 13, 1840. The 
bill bears the dual inscription, one 
dollar, five shillings. Canadian bank- 
ing history indicates that the Niagara 

Suspension Bridge Bank was estab- 
lished by a party of Americans in 1836 

with agencies at Chippewa and Lock- 
port, N. Y. This was during the “Free 
Banking Era” in Canada when charters 
were easy to obtain and a number of 
small banks were organized. A state- 
ment of the Niagara institution dated 

by G. A. G. 

June 15, 1837, shows capital stock 
paid in at £7,700; notes in circulation, 

£16,103; specie, £2,363; deposits, 
£1,598; loans and discounts, £18,235. 
The Niagara Suspension Bridge Bank 
was forced to cease operations in 1841, 
victim of a depression, the intensity 
of which is said to have exceeded our 
own prize exhibit of 1929-33. 

1934 COMMITTEE REPORT 

In 1923 when the banking and com- 
merce committee of the Canadian 
House of Commons sat and considered 
the bank act, the printers were able to 
crowd the evidence and discussion 
into 1,060 pages of small type. It was 
thought then that a new high in seat- 
warming had been attained but the 
1934 banking and commerce com- 
mittee evidence is expected to go over 
the top by a couple of thousand pages. 
So far the 1934 committee has not 
come around to the origin of the war. 
This was touched on in the evidence 
of 1923 as the following paragraph 
from the official report indicates. 

The chairman: I do not believe 
that it would pay us to inquire into 
the origin of the war. 

Witness: I was only answering the 
question. 

Chairman: Your answer was first 
rate, you could not do better. 
Member: It is pretty hard to con- 

fine this investigation very closely. 
Chairman: You have introduced a 

very wide subject, and I am afraid it 
will be in debate for centuries. 

Witness: Probably. 

CANADIAN BANKING FORMS 

A reader has forwarded the Royal 
Bank of Canada’s brochure “Banking 
Forms and Their Uses” which is dis- 
tributed with the bank’s compliments 
to customers and others not familiar 
with banking methods. 

One enterprising branch has dis- 
tributed these books to students at 
schools and has offered prizes for the 
completion of examinations covering 
the subjects dealt with in the brochure. 
Here are some of the questions: 

“Explain the difference between 
‘sight bills’ and ‘time bills.”. Draw an 
example of each of the enclosed forms 
and insert the proper maturity date 
on each bill. 

“Describe a 
draft. 

promissory note; a 
In the case of the latter, state 

what is meant by the drawer, the 
drawee and acceptor. 

“What are ‘Travelers’ Checks” 
Explain their uses and advantages. 

What are bank money orders and bank 
drafts? What is the difference between 
a ‘bank money order’ and a ‘bank 
draft’?” 

EXPANDING TRUST BUSINESS 

An important development in 
Canadian business in the past few 
years has been the steady growth in 
trust company activities. The increase 
in estates and trusts has been particu- 
larly noteworthy indicating that the 
campaign conducted by trust com- 
panies to acquaint the general public 
with their specialized services has been 
successful. A decade ago, trust com- 
panies in Canada had to combat an 
erroneous impression prevalent that 
only the larger estates interested them. 
The following table of estates, trusts 
and agency funds administered by 
trust companies in Ontario shows the 
continuous growth of trust business 
from 1924 to 1932: 

SS rrr $ 823,375,326 
TS Lace titans et a Hi 871,451,148 
RA eee es 934,025,532 
0 Serre 1,040,626,527 
ere 1,267,541,413 
RRS erae her 1,627,880,219 
eee 1,867,622,452 
rey rr rere 1,961,141,255 
Serre ee . 2,056,781,902 

THE MONTHLY REVIEWS 

Canadian industrialists, business men 
and students of economics. have the 
benefit of many useful publications 
issued regularly or at intervals by 
many of the Canadian chartered banks. 

Indicating the varied subjects dis- 
cussed, the March commercial letter 
of the Canadian Bank of Commerce 
contains a review of conditions, “The 
General Economic Record of Canada, 

1933,” an interesting study on 
“Canadian Farm Purchasing Power,” 
and its regular feature, ‘‘Markets and 
Prices.” The Royal Bank of Canada 
March letter contains an informative 
article “Australian Recovery and Her 
Financial Policy” and a comprehensive 

review of Canada’s foreign trade show- 
ing estimated balance of international 
payments. The Bank of Montreal 
issues monthly a brief summary 00 
business from data collected from 1ts 

branches. The Bank of Nova Scotia 
monthly review for March with “Cav- 
aleade—An Economic Background” 

is a little different from the usual 
bank review in its subject material 
but serves up economic history in a 

intensely interesting manner. 

PRODUCED IN THE BURROUGHS rman 28% 
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