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An Important Financial Event

N subsequent pages will be found a condensed report of the
meeting held in Chicago December 10 and 11 for the purpose
of taking preliminary action looking to the organization of

an International Financing Corporation, with a capital of $100,-
000,000 and authority to issue and sell debentures to the amount of
ten times the capital, that is to the extent of $1,000,000,000. The
Chicago meeting took definite action looking to the immediate for-
mation of the corporation, appointing an organization committee
and taking up a subscription for the purpose of meeting the expenses
incidental to organization.

The outlines of this new piece of financial machinery have been
presented in previous issues of THE BANKERS MAGAZINE, and a
more detailed account of the plan may be had by reference to the
report of the Chicago Conference appearing elsewhere in this
number.

The formation of this new corporation marks an important
departure in American financial history. It is the first time a cor-
poration has been formed under Federal law to engage in foreign
banking and with power to sell its obligations to the public. It is
comparable in importance to the Federal Reserve Act itself, of
which measure the new law forms a part. But it differs from the
Federal Reserve Act in a very important respect. The latter was
compulsory while the new law is voluntary.

It is recognized that to form a financial corporation like that
which the Edge Law authorizes, designed to benefit all classes in
the community and all sections, is a matter presenting some diffi-
culties. The country is so large and its interests so numerous and
diverse that more than ordinary skill will be called for in reconciling
these divergent elements. Unselfishness must be the keynote of the
new organization. Up to the present such unselfishness has been a
notable feature of the movement for establishing this urgently-
needed financial mechanism. Mr. John McHugh, whose untiring
energy and ability have done more than any single influence to bring
about the establishment of the corporation, has announced that he

1



%' .. THE BANKERS MAGAZINE

will accept 'ne office to which there is any compensation attached.

-

There is also a gratifying spirit of codperation evident among the
various sections and classes throughout the country. Bankers,
manufacturers, merchants, farmers and industrial workers will all
find the new corporation of direct practical helpfulness, and the
reasonable expectation of their coperation is entertained.

Like every other important financial expedient adopted in the
United States, the new corporation comes into existence under the
pressure of necessity. The first Bank of the United States grew
out of the financial chaos following the Revolution; the Independent
Treasury System was a necessity after the closing of the second
Bank of the United States and the inability of the Government
to get back its deposits placed in a number of the state banks of
the time; the National Banking System was a Civil War necessity;
the Act of March 14, 1900, which might be called a credit-strength-
ening act, grew out of the panic of 1893 and the experiences of a
few years later in trying to maintain the gold standard ; the Federal
Reserve Act was the direct result of the panic of 1907. Finally,
the Edge Law and the corporation now being formed under it are
the products of the war, and the absolute necessity of taking some
new steps to supplement the work of the banks in keeping our
foreign trade going. '

The law itself, the plan of organization and the objectives are
all such as to enlist the united support of the bankers and the people
of this country. Perhaps we need at this time, as never before, to
show our ability and readiness to codperate, and the corporation
now forming gives us a fine opportunity in this direction. It gives
us all a practical chance to work together for the common good.
The result of such action would greatly help in restoring confidence
in business circles.

Abolishing Money

The Council of People’s Commissioners has directed the Russian Finance Commissioners to
prepare a plan within a month for the abolishment of money.—4szociated Preas.

URING the reign of Lycurgus, in Ancient Greece, money was
dispensed with, and the introduction of that now highly-valued
adjunct of modern civilization was regarded as the beginning

of the decline which finally reduced the enlightened Greeks to the
position of vassals. For a time iron money was used. which was so
heavy and of such little value that it had no great attraction or
popularity.

If the love of money be regarded as the root of all evil, surely



THE BANKERS MAGAZINE 8

the goods which money will buy may' become equally obnoxious.
Only the miser who gloats over his hoards of gold cares anything
for money of itself. Others want money solely for what it will
buy. To make the abolition of money really effectual in bringing
about the perfect conditions which many people imagine to be attain-
able, ownership of goods will have to be discarded also, and that
experiment was tried by the Athenians. They also tried some of
the other supposedly advanced ideas which are now being held out
as a lure to those who are impatient of the restraints which are
imposed by modern civilization. But these expedients did not save
Greece. They are interesting now only as curiosities of a civiliza-
tion which exists chiefly in the monuments it has left along with
some noble philosophic ideals.

Man could exist without money. He could also exist, in the
right kind of climate, without clothes or shelter. In the ultra realms
of scientific thought there are those who claim that he can live with-
out food. So far this claim awaits complete demonstration. But
if our present complex civilization is to be maintained, if we are
still to have and to enjoy the many things which money will buy,
we shall find dollars of some kind quite handy things to have about.

Many people, observing how small a percentage of money enters
into daily business transactions, have concluded that a system might
be devised which would completely dispense with the necessity for
using money at all. They fail to perceive that it is the comparatively
small amount of money, always in the background but ever ready
to discharge its functions, which permits the circulation of so much
credit. Money is the touchstone by which the worth of the credit
instruments is proved.

True enough, the Federal Reserve Act did abolish all legal re-
quirements for holding money in the vaults of the national banks,
but no bank, it is ventured to say, conducts its business without
plenty of money on hand.

The perverseness of human nature can hardly be ascribed to
. money more than to lands, goods, houses, plate, dress, furs, jewels,
automobiles and yachts. Abolish property in all these, and there
is no certainty that man would be any better. In fact, rather
creditable evidence exists that before property in these had become
the fashion, man was far from that perfect being which the modern
enemies of wealth imagine appertains to a position approximating
a state of nature.

The attempt to make money the scapegoat for the world’s ills
only serves to illustrate once more humanity’s fruitless endeavor to
find a remedy for idleness other than work and for thriftlessness
other than thrift.

'
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The Plight of the Farmers

ISCOURAGING reports come from various parts of the
country regarding the financial situation of the farmers.
Dwellers in cities and large towns will no doubt be greatly

surprised at this information. From the high prices they have been
paying for nearly all food products, they had reached the conclusion
that the farmers of the United States must be rolling in wealth.
These simple-minded urbanites failed to perceive the distinction
between the prices obtained by the producer on the farm and those
charged by the retailers. But even allowing for this difference,
which is a very large one, the farmers have been getting good prices
for nearly everything they raised in the last three or four years.
Whether they have made anything like the profits which these
prices superficially indicate is another matter altogether. Probably
the increased cost of carrying on operations hit the farmer rather
harder than it did other lines of business. At all events, there are
loud and widespread complaints about the financial condition of the
farmer, and strong representations are being made as to the neces-
sity of doing something to relieve the distress.

It may be interesting to inquire why the farmer has not taken
advantage of the recent years of prosperity to strengthen his finan-
cial position. Possibly, like many others, he was deceived by the
sudden accession of comparative wealth and expected the easy times
of the war to last forever. Instead of prudently saving, and reduc-
ing his debts, in too many cases he suddenly advanced his scale of
living, and bought more and more land at constantly advancing
prices. In other words, the farmer showed his human propensities
just as others did. Perhaps the very frugality of his life before
the era of war expansion accounts for his tendency to rush to the
other extreme once the occasion presented itself.

The farmer undoubtedly has been hard hit by the sudden fall
in the prices of his products. With almost record crops, he finds
their value this year nearly $5,000,000,000 below that of a year ago.
In the case of corn alone, a record crop exceeding that of the pre-
ceding year by 874,000,000 bushels, the reduction in value is esti-
mated at $1,662,000,000.

Without more complete statistics, it can not be positively said
that the farmer himself is to blame for the loss he has sustained on
account of having held his grain for higher prices. A good deal of
this has been done, no doubt. And where the farmer has taken such
a course he became a speculator, and if he has lost must console
himself with the thought that losses as well as gains are the invari-
able concomitants of the game.

But from reports covering a wide section it would seem that a
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large part of the present season’s crop was thrown back on the
farmers’ hands. This does not represent hoarding. Our export
situation became so congested that crops were no longer marketable
at a fair price. It may be said with considerable justice that the
farmer must take his losses, just as manufacturers and merchants
are doing. But no one can fail to see that if these losses are so
severe as to imperil the solvency of a majority of the farmers of
the country, it is something to be avoided in so far as possible. The
case may as well be plainly put. Farming lies at the base of our
industrial and commercial activity. If it is to be allowed to sink
into a condition approximating bankruptcy our whole economic
system will be in danger of collapse. And while admitting that
artificial stimulation has been the cause of much of the present agri-
cultural derangement, the conclusion can hardly be escaped that the
farmers of the country are not in a position immediately to stand
all the loss which the present low prices entail. Their losses must
be distributed over a longer period if they are to bear the burden
at all.

Among the expedients proposed for helping the farmers out of
their plight the revival of the War Finance Corporation and the
imposition of heavier duties on agricultural imports have received
favorable consideration in Congress. The need for some helpful
action in behalf of the farmers was thus expressed recently in a letter
from Mr. Otto H. Kahn of New York:

“The farmers, especially in the Northwestern States, are dis-
contented and under a sense of grievance with the existing order of
things. Theirs is a toilsome and none to well requited calling at
best, involving inevitable hardships and deprivations. The vital
necessity of the farming industry needs no emphasizing. The im-
mense social value to the state of the farming class is beyond argu-
ment. If there is one calling which has a higher claim than another
upon the helpful consideration of the state among those which make
up the sum total of the nation’s activities, it is that of the farmer.
The just grievances of the farmer call for immediate, intelligent
consideration and for effective redress. If that redress can only be
made effective by methods which are new and somewhat unpalatable
to the established ways of business, then the less important will have
to yield to the more important, i. e., business convenience and cus-
toms to the true welfare of the farming industry.”

One may not approve measures tending toward inflation or
favor permanent intervention of the Government in behalf of the
farmers, but no thoughtful citizen who has any knowledge what-
ever of the existing agricultural situation can fail to wish to see it
relieved in the wisest manner possible and with no unnecessary delay.
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Making Democracy Safe for the World

O make democracy safe for the world is a task far beyond the
strength of any mental Hercules now alive. Indeed, democ-
racy has never been safe anywhere it has been tried. It has

been tried at all only in a limited way. Many people loosely use the
word “democracy” in describing the form of government prevailing
in this country. How mistaken this view is appears in a pamphlet
recently issued by the American Educational Association, Phila-
delphia, under the title, “What Is a Republic?” The pamphlet says:

“The contrast between a democracy and a republic is not less
plain than that between night and day or between black and white.
“It is the essence of a democracy that the people rule directly.

“It is the essence of a republic that the people rule through rep-
resentatives.

“The nearest approach to a democracy in ancient times was
afforded by Greece, but it represented only a small minority of the
people— the majority being slaves. One of the most notable achieve-
ments of this actual democracy was the putting of Socrates, the
greatest philosopher of his time, to death.

“In modern times the democratic principle has been applied in
a limited way in the Swiss cantons.

“Perhaps the Russian soviets for a time exhibited most strikingly
the methods and results of an attempt to establish a democracy.
" The workmen in factories voted themselves such hours and pay as
they wished. Soldiers in the trenches established their own code
of military rules. Children in the schools voted rebellion against
their teachers. Sailors aboard ships voted to ignore the orders of
their captains. The authority of parents over their children was
. put aside in a like way. The confusion that resulted from this
attempt at Simon-pure democracy led to despotism by Lenine and
Trotsky as the remedy.

“Practically all authorities agree that a pure democracy is not
feasible in any country having a wide area and large population.

“One of the secrets of great business success is to choose care-
fully men of ability and integrity for given duties and then to allow
them full scone in working out their problems.

“A republic works in much the same fashion as a business cor-
poration. The latter is managed by officers appointed by the board
of directors, who are chosen by the shareholders. So in a republic,
the legislatures, Congress and the Executive elected by the people
appoint the managers. The shareholders cannot themselves directly
manage the business of the corporation, and endless confusion and
hopeless inefficiency would result if they attempted to do so. Who
would wish to ride on a train operated according to the complex and
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various whims of the many shareholders of the road. rather than
by the definite rules established by the properly appointed officers
and executed by skilled subordinates? ,

“And if in private enterprises, in the hands of a comparatively
limited number of owners, mass management is utterly destructive
of the orderly conduct of business, how much more is this true of a
state or nation where the voters, intensely absorbed as they are in
their own affairs, run into the millions.

“The great and wise men who framed our Constitution, conscious
of the solemn duties imposed upon them, avoided the one extreme
of an aristocracy where privileged classes alone could rule, and also
the other extreme where an irresponsible mass might put into effect
the fleeting prejudices and passions of the hour. They not only
avoided each of these dangerous extremes, but guided by the light
of ancient and modern experience they deliberately established a
representative republic, which ensured liberty to all, not only by the
precepts set up but by the prohibitions ordained to prevent oppres-
sion of the minority by the majority.

“For one hundred and thirty years the storms of the world
have beat in vain against the indestructible rock of our representa-
tive republic.”

In recent years we have been adopting some of the expedients
of democracy—direct legislation, the initiative, the referendum and
the recall. The result has been a mass of ill-digested laws, difficult
of comprehension and in many cases impracticable to enforce.

Before we again go into the idealistic enterprise of imposing
democracy on the world, we would do well to inquire what democracy
is, in order that we may be sure that the remedy which we are so
confidently recommending to others is a good one, especially in view
of the fact that the framers of our own Constitution decisively re-
jected it.

Protecting American Enterprise Abroad!

TH IS new era of expansion of American enterprise into foreign
countries revives interest in the future policy of the Govern-

ment of the United States in respect to the movement. Here-
tofore the Government has had no consistent policy, but has quickly
rushed from the extreme of blustering and bullying when some
minor affair was in question to that of complete indifference when
vast property interests were involved. One Administration is for
applying the utmost limit of severity in holding foreign govern-
ments responsible for the loss of American property, while another
Administration is positively scornful whenever any American citizen
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ventures to request that his investments abroad be given any protec-
tion whatsoever.

It is left to the judgment of those having had experience with -
foreign enterprises and investments under different Administrations
to say whether or not these statements are exaggerated. Of course,
either extreme is wrong. What would seem to be the true course of
dealing with this matter was thus clearly stated in the final declara-
tion of the Seventh National Foreign Trade Convention at San
Francisco:

“The Government should maintain as a principle of foreign
policy that American enterprise abroad is entitled to the same
measure of protection from the Government of the country where
domiciled that foreign enterprises domiciled in the United States
receive from this Government.”

This establishes the true doctrine of reciprocity. Certainly, if
we afford the protection of our laws to the enterprises of another
country domiciled here, we have a right to expect that an equal
degree of protection will be given to our business men who establish
themselves in the country we are thus favoring. The advantage of
this policy is not ours alone. It tends to encourage the investment
of American capital abroad, something greatly needed under exist-
ing conditions. The Government has already assented to the prin-
ciple in question as applying to our participation in the Chinese
banking consortium.

At best the world is so disturbed as to make the investment of
American capital in almost any quarter a matter of more than ordi-
nary risk. Unless the Government is disposed to make such invest-
ments the subject of its peculiar concern, it can hardly be expected
that they will be made in any considerable volume.

]

The Republican Party and the Federal
Reserve Act

APPARENTLY inspired outgivings from Washington are to
the effect that one of the first acts of the new Republican Con-
gress and Administration will be to modify the Federal Re-
serve Act in an important way, and possibly to repeal it altogether.
As one of the severest and most persistent critics of the unsound
and undesirable features of the measure in question, THE BANKERS
MAGAZINE protests against any such action, and for the following
; Teasons:
The Federal Reserve Act never has had a fair opportunity of
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showing what it could do under ordinary conditions. Its operations
have been wholly within a period when financial and general eco-
nomic conditions were upset by a great war. The Federal Reserve
System did provide, after we got into the contest, that expansion
of credit and currency which the exigencies of war demanded. It
has not yet shown the same adaptability to the deflation of credit.
Nor need this be a surprising matter. Banks are a good deal like
individuals—it’s much easier to create debts than to wipe them out.
Where the banking system is under political control, as is the case
with the Federal Reserve System, the successful carrying out of a
policy of credit deflation becomes increasingly difficult. The Fed-
eral Reserve Board, in the present situation, has labored diligently
to keep credit within bounds. Congress has not commanded a
more liberal policy, but has recommended it.

If in the course of a few years it should be shown that the Fed-
eral Reserve System not only provided the expansion which the war
called for, but that it has been able to accomplish an orderly defla-
tion as well, and furthermore that during normal times it exercises
a stabilizing influence upon the financial, industrial and commercial
situation, it will have succeeded in justifying the claims which its
friends have put forth in its behalf.

Why not give the system a fair trial—which it has not yet had—
and see if it really can do all these things, or at least can meet
the situation far more efficiently than was done by the individual
banks before the Federal Reserve System was instituted?

On the other hand, if the Federal Reserve System is seriously
defective, either in its principles or mechanism, let us have a fair
opportunity of demonstrating that fact. Such an opportunity has
not yet been given. It may be quite possible—indeed it is extremely
probable—that some of the policies which have been criticized were
compelled by the demands of war finance. Surely, with the insistent
calls of the Government the Federal Reserve Board never had an
unhampered hand in guiding the financial destinies of the country.

What is here argued for is that the Federal Reserve System
;hc()iuld be given a chance to prove its qualities, be they either good or

ad.

THE BANKERS MAGAZINE can not believe, in the absence of con-
vincing proof to the contrary, that the personal and political friends
whom the President may designate as members of the Federal Re-
serve Board are likely to prove competent mentors of the country’s
banking. It is just old-fashioned enough to believe that such men
ought to be chosen by the clearing-houses of the country, and should
represent the cream of American banking character and skill. Nor
can TaE BANKERS MAGAZINE ever concede, without clear proof
that it is mistaken, that the diminished ratio of reserves, the com-
pulsory lending of all legal reserves to the Federal Reserve Banks,
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and the complete transfer of reserves from the banks where they
were originally accumulated and used for the benefit of the respec-
tive territories under the direction of skilled bankers acquainted with
the conditions and needs of their respective localities—that all these
changes were not unsound and inflationary in principle or un Jjust
in their methods of application. The taking over by the Govern-
ment of practically all the earnings on funds furnished by the banks
savors of confiscation.

In making these criticisms the great benefits are fully conceded
which have followed the measurable unification of bankmg which the
Federal Reserve System has established, the issue of notes against
commercial paper and coin, improvements in the methods of check
collection. These and other marked improvements—such as the per-
mission for foreign branches—have indeed wrought great and bene-
ficial changes in our banking structure.

The record which the Republican party made during its last
vears of power does not tend to establish a basis for confidence in its
ability and disposition to legislate wisely on banking and currency.
In the face of the panics of 1898 and 1907 it gave the country only
the Act of March 14, 1900, and the Act of May 81, 1908. No com-
prehensive legislation was attempted. The labors of the National
Monetary Commission resulted in the proposal for a gigantic cen-
tral bank, but this came to nothing. As a matter of fact. the Re-
publicans threw away a magnificent opportunity to give the country
a thoroughly sound and efficient banking svstem It is now too late
to retrieve that error.

There are enough disturbing elements in the situation just now
without adding the uncertainties which would attach to any radical
changes in our banking system. Such changes could be made intel-
ligently only after a careful study of the operations of the Federal
Reserve System under fairly normal conditions. No such study can
now be made. Until we have sufficient grounds for concluding, on
the basis of our own experience, that the Federal Reserve System is
unsound and inefficient, proposals for changing it, whether arising
from political hostility or disappointed personal ambitions, should
not be entertained.

&

Annual Report on the Finances

HE important position which the Treasury Department has
come to occupy perhaps can be best understood by the fact
that the personnel has increased from 8,138 at the beginning

of the war, April 6, 1917, to 29,955 on September 80. To this latter
figure the number had declined from a maximum of 85,267 on Oc-
tober 81, 1919. Naturally with this increase in personnel there has
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been a very marked enlargement of Treasury operations and the
account of them, contained in the Annual Report on the Finances,
is so voluminous as to render an adequate digest of it no small task.
Much of the matter in the volume deals with transactions and poli-
cies of serious concern to the welfare of the country. At the outset
of his report Secretary Houston takes a hopeful view. He says:

“During the war forces were set in motion which no government
could or did control. No government succeeded, for instance, in
checking the rising tide of costs and prices. After the armistice,
with the return of millions of men to productive activities, with the
beginnings of more normal conditions everywhere, with the restora-
tion of better transportation on land and sea, and with the fuller
contribution of nations once more to the world’s stock of goods,
reverse forces were set in operation which no government can thwart.
These forces were the natural aftercurrents of a world war and
resulted in a financial and industrial cycle typical of periods imme-
diately following great struggles, but of unparalleled intensity.
They set up very complex problems, which have sorely taxed the
best thought of private and public leaders everywhere; but this
nation faced them with characteristic calmness; dealt with them for
the most part with marked effectiveness; proceeded in orderly fash-
ion; and is now slowly and cautiously, but confidently, feeling its
way to more sound and stable conditions.

““That a nation which so splendidly withstood the greatest finan-
cial strain of history can now satlsfactorlly cope with the much less
serious situation confronting it and attain its objective would seem
to admit of no reasonable doubt. Its failure to do so would be a
reflection on the patriotism as well as on the intelligence of its people.
It emerged from the war incomparably strong. It has immense
liabilities; it has great debts; but it has enormous resources, and
the only question is whether it will utilize and direct them wisely.
The need of the exercise of plain common sense, of patience, of the
effective realization that burdens of war do not end with the fighting,
of hard work, of thrift and of economy, private and public, Federal,
state, county, and municipal, is so obvious as to render emphas1s
and discussion of it unnecessary.”

Reviewing the attempt of the Federal Reserve Board to check
the rate of credit expansion, the Secretary noints out that between
January 28, 1920, when the advance was made in the discount rates
of the Federal Reserve Banks, and the end of September the loans
and investments of all banks in the country expanded approximately
$1,000,000,000 and the Federal Reserve note circulation $460,000,-
000. Accommodations extended to agriculture, industry and com-
merce increased in the same period between $3,000,000,000 and
$4,000,000,000.
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“The banks of the nation,” says the Secretary, “generally rec-
ognized their obligations to see that the fundamental activities of
their several communities were supported. As indicated, they
largely increased their accommodation for agriculture, industry, and
commerce. Loans for speculative purposes were discouraged and
largely reduced. Where discrimination had to be exercised loans
for essential purposes were given preference; and Federal Reserve
Banks in the industrial sections rediscounted in large volumes for
those in crop-moving sections. There was not only no contraction,
as was asserted in many quarters, but an actual considerable expan-
sion of credits. But still, for reasons beyond the control of banking
establishments, or of the Government, prices of farm products fell,
and fell suddenly; and those who were distressed began to look in
other directions for relief.

“The first impulse of many who were searching for a way out
was to turn to the Government, and especially to the Treasury, as
the sole instrumentality for full economic salvation. This disposi-
tion, well developed before the war, was reinforced during hostilities
by practices of the Government which became necessary for the
successful prosecution of the war and for the preservation of
national life. It is the same disposition which causes resort to the
Government for appropriations for all sorts of enterprises, many
even of a purely local character. It is this disposition, rather than
self-aggrandizing efforts of Federal departments to extend their
functions, which is the rhain explanation of mounting Federal
budgets and of centralizing tendencies frequently criticized. If
there is a fault, and that there is one there is little doubt, the blame
must rest largely on the public which remains quiescent while inter-
ested groups are clamorous. When the people appreciate this fact
there will be a remedy, and not until then.

“This attitude so extremely manifested is unwholesome and men-
acing, and it is of the highest importance that individuals and com-
munities return to a normal degree of self-help and self-reliance.
We have demobilized many groups, but we have not demobilized
those whose gaze is concentrated on the Treasury.”

Secretary Houston then points out why the Treasury was not
in a position to grant the relief demanded, the Government itself
being a borrower and therefore having no funds to lend or surplus
to deposit. He advances strong arguments against reviving the
activities of the War Finance Corporation.

The Secretary finds an improvement in the Treasury position,
and records a decrease in the public debt:

“The total ordinary receipts of $6,694,565,388.88 for the fiscal
vear 1920, on the basis of the daily Treasury statements, exceeded
those for 1919 by $1,542,808,252.45, while the total net ordinary
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expenditures decreased from $18,514,879,955.08 to $6,403,343,-
841.21.

“The gross public debt, which reached its highest point on
August 81, 1919, amounting to $26,596,701,648.01, had dropped on
October 81, 1920, to $24,062,509,672.96, on the basis of daily Treas-
ury statements. Of very particular significance is the marked dis-
appearance from member banks of Government war securities held
by them and the reduction of their loans on such paper. On May
2, 1919, holdings by 771 member banks in selected cities of Govern-
ment war securities and loans on such paper, exclusive of redis-
counts, aggregated $4,088,193,000, while on October 29, 1920, those
of 828 member banks in the same cities stood at only $1,750,688,000.
On May 2, 1919, the bills held by Federal Reserve banks secured by
Government war obligations amounted to $1,788,068,000, and all
other bills to $378,999,000, while on October 29, 1920, the former
had been reduced to $1,208,905,000 and the latter had increased to
$1,895,767,000. This fortunate result was brought about in part
by the reduction of the public debt, especially of the floating debt,
but more particularly by the distribution of the securities among
permanent investors.

“The cessation of the Treasury’s borrowing, except through
short-time certificates of indebtedness, was also a matter of conse-
quence to the people of the country as a whole as well as to the
holders of Liberty bonds and Victory notes, and has had an impor-
tant bearing on the matter of effective credit control. The year has
been characterized by the progressive relative withdrawal of the
Treasury from the domestic credit market and from a position of
dominant influence. By the beginning of the fall this withdrawal
had reached the point where the influence of Treasury borrowing
was comparatively limited. The future course will necessarily de-
pend upon the extent to which economies are practiced and the
amount of the burdens placed upon the Treasury, as well as upon
the industrial developments and the maintenance of tax receipts
on a sufficiently high level.”

Secretary Houston proposes that the Victory notes be made
receivable for the payment of income and excess profits tax, thus
reducing their total to about $8,000,000,000 at the time of maturity.
This, he believes, will make it possible to refund such part of the loan
as may be necessary on terms advantageous to the Government.

Thorough revision of the internal revenue taxes is demanded,
and the excess profits tax comes in for special condemnation.

The Secretary of the Treasury takes a strong position against
consolidating the outstanding war loans into long-time bonds bear-
ing a higher rate of interest. As this proposal is now receiving
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favorable consideration, a statement of the Secretary’s views in de-
tail will be found pertinent:

“There has been no little discussion during the year of the neces-
sity of taking governmental action to improve the market prices
of the outstanding issues of Liberty bonds and Victory notes. Many
of the proposals have been utterly untenable, as, for example, that
all outstanding issues be given the circulation privilege. or be ¢on-
verted into interest-bearing currency. It is unnecessary to do more
than suggest the disastrous possibilities of adding $20,000,000,000
of potential currency to the country’s circulation. More insistent
suggestions have been either that the Liberty bonds be converted
into tax-exempt obligations or that they be exchanged for securities
bearing a higher rate of interest. The Treasury has consistently
and vigorously declared its opposition to any such schemes. It
opposed on public grounds the cash bonus proposals for soldiers. It
even more strongly opposes bonus proposals of this sort for capital.
The obligation of the United States is to pay the principal of the
Liberty loans at maturity and the interest in the meantime. That
obligation will be met. As financial conditions become stabilized,
moreover, the market prices of Liberty bonds and Victory notes
should inevitably appreciate without imposing upon the country the
additional burden of higher interest rates on the $20.000,000,000,
or thereabouts, of funded Government obligations. Most competent
judges have little doubt that the outstanding Liberty bonds and
Victory notes will gradually return toward par in the near future,
and that they will perhaps go to a premium before their maturity.
There has, in fact, been a considerable recovery in the market prices
of both Liberty bonds and Victory notes during the past few months
notwithstanding the general credit stringency and the prevailing
scarcity of capital.

“The most fundamental objections to the suggestions that the
Liberty loans should be refunded at this time in order to improve
their market prices are that the funding is unnecessary, that it would
tend to perpetuate the war debt, and that it would upset the Treas-
ury’s well-considered programme of debt reduction. The Liberty
bonds and Victory notes are now funded obligations and do not
require to be refunded at this time. There are many instances of
the refunding of loans at or near maturity, at a lower rate of interest,
but there are few instances of their refunding before maturity at a
higher rate of interest. Such an operation would not be a refund-
ing in any proper sense. The maturities of the Liberty bonds and
Victory notes, with the options to the Treasury of redemption prior
to maturity, were carefully arranced with a view to give the Treas-
ury adequate control over the debt, and to make it practicable for
the country to follow an orderly vrogramme of retirement. To
refund the Liberty loans now into a long-term consolidated loan
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‘(:ould only tend to perpetuaté the war debt and relieve the healthy
pressure for its retirement.”

With the outery against heavy taxation and the prevailing belief
that “posterity” can be made to pay a substantial part of the war
debt, it will be difficult to resist the demand for a “refunding” of
the war loans. '

The Secretary estimates that the year 1921 will show a gross
deficiency in. the revenues of $2,005,037,119.67 and the year 1922
a gross deficieney of $1,448,581,211.67. ,

Growth in World Debts and Currencies

ROM a detailed discussion of world national debts and paper
currency, appearing in the November issue of ‘“The Americas,”
issued by the National City Bank of New York, prepared by

the bank’s statistician, Mr. O. P. Austin, it appears that world
national debts which increased from $48,000,000,000 in 1918 to
$212,000,000,000 at the date of the Armistice were $256,000,000,000
one year later and $300,000,000,000 in November, 1920, two years
after the Armistice. 'World paver currency which increased from
$7,500,000,000 in 1913 to $43,000,000,000 at the date of the Armis-
tice was $55,000,000,000 one year later and $82,000,000,000 in
November, 1920, the end of the second peace year. The ratio of
gold to world paper currency, which averaged 66.8 per cent. in 1918
and 17.6 per cent. at the close of the war, was 18.5 per cent. at the
end of the first peace year and 9.2 per cent. on the second anniver-
sary of the Armistice. Annual interest charges on world national
debts, which were about $1,750,000,000 per annum prior to the war,
were approximately $9,000,000,000 per annum at its close, and now
more than $12,000,000,000 per annum. These figures are in all
cases based upon the pre-war par value of the currencies of the
respective countries but are in all cases exclusive of currency or
other obligations of the Soviet Government of Russia.

“Most of the after-the-war increase in national debts and paper
currency occurs in Europe. National debts in North and South
America show an actual decline in the second peace year and but a
trifling increase in Asia, Africa, and Oceania, while national debts
in Europe increased $80,000,000,000 in the first year following the
Armistice, and $45,000,000,000 in the second year, just ended.
Paper currency, which increased about $2,000,000,000 in North and
South America in the second peace year and showed a slight reduc-
tion in Asia, Africa and Oceania, increased $11,000,000,000 in Eu-
rope in the first year following the Armistice, and $26,000,000,000
in the year just ended. Europe’s share of the world national debt
is 86 per cent., and of world paper currency 88 per cent.”
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JOHN McHUGH

Vice-President Mechanics and Metals National Bank, New York
Chairman Organization Committee National ‘Trade Financing Corporation

HE ability, energy, tact and disinterestedness shown by Mr. Mecllugh

have done a great deal to assure the success of the Foreign Trade

Financing Corporation, now in the process of organization. As chalr-
man of the American Bankers Association’s Committee on Commerce and
Marine, Mr. McHugh has labored indefatigably in preparing the outlines of
the new organization and in bringing this important movement to a
successful Issue.  He hax refused an invitation to become president of
the corporation, but if it ix the wish of the board of directors he will
become chairman of the beard, with the understanding that his serviees
shall be without compensation. Mr. McHugh's address on *“America’s
Forelgn Trade Opportunities,” delivered at the Chicago conference. accom-
fanies the report of the conference.



Foreign Trade Financing Corporation

Chicago Conference Authorizes Its Immediate Organization

bankers and business men, held

at the Congress Hotel, Chicago,
December 10 and 11, authorization was
given for the immediate formation of a
hundred million dollar Foreign Trade
Financing Corporation, to be organized
under the Edge Law. The meeting was
representative of the various sections of
the country and of all business interests,
including farming, and it is the expecta-
tion that bankers, manufacturers, mer-
chants and workingmen will all unite in
making the new corporation a success,
since its aim is to further the welfare
of all.

An idea of the nature and purpose
of the new corporation may be best ob-
tained from the report of the commit-
tee on plan and scope, presented at the
Chicago conference and unanimously
adopted.

3 T a meeting of some five hundred

REPORT OF COMMITTEE ON PLAN AND SCOPE

The committee on plan and scope ap-
pointed at the meeting called by the Ameri-
can Bankers’ Association, to be held in the
City of Chicago, on December 10 and 11,
1920, respectfully reports that it has care-
fully considered the method of organizing
a corporation to be organized for the pur-
pose of foreign trade financing, and hereby
makes the following report and recommenda-
tions:

That this committee does fully approve
and adopt the features of the plan for the
organization of a carporation for the pur-
pose of foreign trade financing as set forth
in the report of Mr. John McHugh, as chair-
man of the committee on commerce and
marine of the American Bankers’ Associa-
tion. This committee believes that the de-
tails of the organization of such a corpora-
tion cannot be determined by this committee
in the time at its disposal, but that the
plan and scope of such a corporation and
the details of its organization should be left
to a permanent committee on organization
consisting of thirty members with authority
to add to its number and to fill vacancies and
with authority on the part of said permanent
rommittee to take all steps deemed by it to
he necessary or appropriate to organize and
‘ring into operation a corporation under the

ovisions of the Edge Act, with a capital
f $100,000,000, for financing American for-

eign trade; that it receive subscriptions to
the stock of such corporation, with provision
for such surplus as may be deemed by it to
be appropriate; that it nominate the first
board of directors, which should be repre-
sentative of commerce, finance, agriculture
and industry, with due regard to geograph-
ical representation, and that it nominate as
well the principal executive officers of such
corporation.

That said permanent committee on or-
ganization consist of the following mem-
bers:

Chairman, John McHugh, New York City;
Herbert Hoover, Palo Alto, Calif.; Paul M.
Warburg, New York City; John S. Drum,
San Francisco, Calif.; James B. Forgan,
Chicago; F. O. Watts, St. Louis, Mo.; Lewis
E. Pierson, New York City; Charles H.
Sabin, New York City; Arthur Reynolds,
Chicago; J. R. Howard, Clemons, Ia.;
Thomas E. Wilson, Chicago; Fred 1. Kent,
New York; J. G. Culbertson, Wichita Falls,
Tex.; Levi L.. Rue, Philadelphia, Pa.; Philip
Stockton, Boston, Mass.; Oscar Wells, Bir-
mingham, Ala.; Julius H. Barnes, Duluth,
Minn.; A. C. Bedford, New York City; Her-
bert Myrick, Springfield, Mass.; Alexander
1egge, Chicago, Ill.; Joseph H. Defrees,
Chicago, Ill.; John S. Lawrence, Boston,
Mass.; E. M. Herr, Pittsburgh, Pa.; Roy
D. Chapin, Detroit, Mich.; John J. Raskob,
Wilmington, Del.; Chas. A. Hinsch, Cincin-
nati, O.; Peter W. Goebel, Kansas City,
Kans.; Thomas B. McAdams, Richmond,
Va.; John Sherwin, Cleveland, O.; Geo. Ed.
Smith, New York City.

That this meeting raise an underwriting
subscription to be at the disposal of the com-
mittee on permanent organization for the
proper expenses of organizing the proposed
corporation.

That the adoption of this report be deemed
to be full authority to said permanent com-
mittee on organization to proceed with the
organization of said proposed corporation
in accordance with this report.

COMMITTEE ON PLAN AND SCOPE,
By Jou~n H. FanEey, Chairman.
December 11, 1920.

Joseph H. DeFrees, John S. Drum, J. R.
Howard, J. G. Culbertson, John W. Staley,
Henry Wallace, George Ed. Smith, Lewis
E. Pierson, Arthur Reynolds, F. O. Wet-
more, Walter W. Head, Harry A. Wheeler,
F. O. Watts.

The report of the committee on reso-
lutions, presented by Waldo Newcomer,
president of the National Fxchange
Bank, Baltimore, presents in greater de-
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tail the conditions which led to the for-
mation of the corporation and the ob-
jects which it expects to achieve.

REPORT OF COMMITTEE ON RESOLUTIONS

Your committee on resolutions has given
its earnest consideration to the report of
Mr. John McHugh, chairman of the com-
merce and marine commission of the Ameri-
can Bankers’ Association, and desires to
submit the following preamble and resolu-
tions:

Whereas, A nation-wide conference of rep-
resentatives of agriculture, industry and
finance is now in session here at the call
of the president of the American Bankers
Association, to consider the country’s foreign
trade situation and to take steps, if deemed
advisable and practicable, leading to the
formation, in accordance with the plan ap-
proved by the association, of a foreign trade
financing organization on national lines, such
organization to be incorporated under the
Federal Reserve Act as amended by the
Edge Law and to have an authorized capital
of $100,000,000; and,

Whereas, This conference recognizes the
necessity of meeting the present critical sit-
uation with respect to the domestic and for-
eign trade of the United States, especially
the export of agricultural products, raw ma-
terials and manufactured goods, s¢ urgently
needed abroad, and to insure the future
stability of our export trade; and,

Whereas, The foreign trade financing plan,
as approved by the American Bankers As-
sociation, will serve the prosperity of the
United States by permanently strengthen-
ing the country’s foreign trade position;
and,

Whereas, Foreign buyers require longer
credit than can be supplied under our pres-
ent system and are prepared to furnish ade-
quate collateral or well seasoned securities;
and

Whereas, The operation of this organiza-
tion will result in the broadening of the ex-
port market, thus relieving this country of
surplus stocks of all kinds, with the result
of stabilizing prices and benefiting all lines
of trade, agriculture and manufacturing, and
will have an especial tendency to encourage
production, thereby insuring to labor of all
kinds steady and productive occupation;
therefore, be it

Resolved, That it is the sense of this meet-
ing that a foreign trade financing corpora-
tion, with an authorized capital of $100,000,-
000, be organized at once on the general lines
approved by the American Bankers Asso-
ciation and committees of the Chamber of
Commerce of the United States, the National
Foreign Trade Council, the American Manu-
facturers Export Association, and the Amer-
fcan Exporters and Importers Association;
and be it further

Resolved, That the extension of credit by
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the corporation should be confined to the
countries where there is a stable government
and where there is an assurance of integrity
of purpose; and, be it further

Resolved, That the operations of the cor-
poration should be confined to financing for
the benefit of future foreign trade; and, be
it further

Resolved, That, believing the development
of this project will mean so much to the
country as a whole, we urge the financial
and practical co-operation of all members
of agriculture, manufacturing, financial and
labor interests; and, be it further

Resolved, That a committee of repre-
sentative men be formed, giving due consid-
eration to geographical districts and various
lines of agriculture, industry and finance,
charged with the responsibility of organizing
the aforesaid corporation.

All of which is respectfully submitted.

Wavrno Newcomer, Chairman.

Herbert Myrick, George R. Meyercord,
Chester L. Dane, Fred 1. Kent, C. A. Hinsch,
Owen D. Young, Jackson Johnson, G. W.
Wattles, Willis D. Longyear, Chellis A.
Austin, E. H. Cunningham, G. A. Ranney.

The report of the committee on reso-
lutions was adopted by a unanimous
vote, and a committee was appointed to
receive subscriptions for defraying the
organization expenses. A large por-
tion of the fund needed was immediately
subscribed. Active steps are being taken
by the organization committee to get
the corporation in operation with the
least possible delay, and it is expected
to be ready for business about Febru-
ary 1. Under authority granted him by
the Chicago Conference, John McHugh,
chairman of the committee on organ-
ization, has appointed the following
members of the executive committee of
the organization committce:

Fred I. Kent, vice-president, Bank-
ers Trust Company, New York; Julius
H. Barnes, Barnes-Ames Company, Du-
luth, Minn.; Paul M. Warburg, New
York; Thomas E. Wilson, president
Wilson & Co., Chicago, Ill.; Lewis E.
Pierson, chairman of the board, Irving
National Bank, New York; Herbert
Myrick, treasurer Orange Judd Com-
pany, Springfield, Mass.; Charles A.
Hinsch, president Fifth-Third National
Bank, Cincinnati, Ohio; George Ed.
Smith, president Royal Typewriter Co.,
New York.

Preceding the action above indicated,
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an address was made by Mr. John Mc-
Hugh, outlining the present foreign
trade situation and explaining the bene-
fits which might be expected from a cor-
poration such as is now in process of or-
ganization. Mr. McHugh’s address fol-
lows:

AMERICA’S FOREIGN TRADE
OPPORTUNITY

Address before the Foreign Trade Finan-
cing Conference, Congress Hotel, Chicago,
I, December 10, 1920, by John McHugh,
vice-president Mechanics and Metals Na-
tional Bank, New York; chairman Com-
merce and Marine Commission, American
Bankers Association.

The acknowledged lack of adequate bank-
ing and credit machinery to finance our for-
eign commerce and at the same time take
every proper care of our tremendous do-
mestic needs, suggests that we of this nation
have been somewhat neglectful of our re-
sponsibilities and heedless of our oppor-
tunities.

Prior to the outbreak of the war in 1914,
we were a debtor to the rest of the world
to the extent of approximately four billions
of dollars. Out of the earnings of our
railroads, mills and factories, we sent abroad
each year upward of two hundred millions of
dollars in the settlement of interest and in
payment of dividends. Europe had loaned
to us, and had invested her capital in our
railroads and industries, to an extraordinary
degree, and as a result we sent annually
more goods abroad than we could take in
return.

We practically depended upon London to
finance such foreign trade as we then had.

_The pound sterling was the currency of
international commerce. Our great stock
exchanges and boards of trade were merely
national in their scope. We had no co-
ordinated banking. system. We had no dis-
count market, nor even the machinery for
developing one. More self-contained than
any other single nation, we allowed our for-
eign trade to shift for itself. We imagined
that sales abroad were not vitally necessary,
and that domestic demands would absorb all
that we produced. We organized no machin-
ery to finance export sales in a sound,
orderly, systematic way.
} Great Britain, on the other hand (and
that nation is referred to only as an il-
luminating example), was creditor to the
rest of the world in an amount estimated
at close to twenty billions of dollars. To
it, an island nation, foreign trade was its
very life blood. For generations Great
Britain had made itself the great trade
nation of the world. It developed a marvel-
ous and wholly adequate machinery for
developing and financing world commerce.

As part of this machinery there might be
enumerated its acceptance houses, its bill
brokers, its credit system centralized at the
Bank of England, its great discount market,
its mercantile marine, and its investment
trusts—great corporations which bought
foreign securities and sold debentures issued
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against them to the public, all in the in-
terest of its foreign trade.

A NEW CENTER OF FINANCE

Europe was the center of world-finance
when the war broke out in 1914. Then the
state of affairs changed dramatically. Eu-
rope turned to us. The Allies desperately
needed foodstuffs, munitions and manufac-
tured materials, and bought them in our
markets. They could not spare us goods
in return, so began paying gold; then they
sold back to us our own securities; and later
borrowed on Government credit. Having
sold in haste we financed our exports in
haste; credit was extended in each particular
case in the way that met with least re-
sistance.

When we entered the war in April, 1917,
we had already practically wiped out our
debt abroad. As active belligerents, we went
on shipping the products of our farms and
the output of our factories to Europe on an
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even greater scale, and stimulated our pro-
duction and expanded our industrial plants
to enable us to do so. Our Government
financed the purchases of Europe by ex-
tending loans abroad aggregating nearly ten
billions of dollars. Shortly after the close
of the war, loans on the part of our Gov-
ernment to other governments ceased. But,
contrary to many expectations, the great
demand for our goods continued. The re-
sult was that foreign trade continued to be
financed in numerous supposedly short-term
ways—by the purchase of foreign exchange
bills, by extensfons of credit from exporters
here to their foreign customers (often fol-
lowed by borrowing at the banks to meet
the shortage of working capital thus brought
about), and in several other ways which
need not be described in detail.

It is estimated that the floating debt of
foreign countries to ourselves, thus created,
has now reached almost $4,000,000,000. The
creation of this great debt has served one
purpose. It has enabled our foreign trade
to go on. It has brought our total of
loans to foreigners to $15,000,000,000, and
enabled us to pass Great Britain as the
leading creditor nation of the world.

But in extending short-term credits to
finance exports during 1919 to 1920, we as
a people did not stop to consider the total
effect on our business and financial struc-
ture. These credits were called “short
term” but really were not. They could
be shifted about within the country, but so
long as our exports exceeded our imports
and so long as people abroad could not meet
their obligations with goods, gold or in-
vestment loans, they could not be paid off.
Thus it is seen that $4,000,000,000 of float-
ing credit, extended to facilitate our export
trade, has heen one of the leading factors
in bringing about the credit stringency in
the United States, and that stringency, in
turn, has been one large factor contributing
to the recent violent decline in commodity
prices.

No one will maintain that it has ever been
a proper function of commercial banks to
finance a relatively permanent one-sided bal-
ance of trade. Because, however, they have
been drawn by circumstances into doing this,
and because our banking machinery until
recently supplied no adequate remedy for
the situation that consequently arose, the
commercial banks have been brought virtual-
ly to the end of their ability to supply
further credit in the export field, and unless
a remedy is found, our export trade must
be severely curtailed.

CONDITIONS BROUGHT ABOUT BY WAR

We find ourselves to-day in a state of
affairs which grew inevitably out of con-
ditions prevailing in the last two years.
For the year and a half following the
- armistice we were lifted on a great wave
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of what we called prosperity. Prices and
wages were high and rising higher. Spend-
ing at home was generous and unstinted.
Other nations bought our goods as never
before—in fact, measured by values, we sold
more goods abroad during that year and a
half than we did during any like period
of Europe’s desperate war period.

Conditions are now changed. Our extra-
ordinary prosperitv has stopped. Factories
and mills have shortened their hours of
work ; many even have closed down. As for
prices. these have fallen sharply; in the
last half year wholesale prices on an aver-
age have dropped twenty-five per cent.
Corn, the countrv's greatest food crop, is
selling for less than one-half its price of
a few months ago. Cotton, our greatest
single export commoditv. upon which a great
section of this country depends for its liv-
ing, has fallen from more than forty-three
cents a pound earlier in the vear to below
sixteen cents a pound.

Goods prepared for export have backed up
at all our seaports owing to ineffectual
means to finance their shipments and our
markets are glutted in consequence. Yet
the irony of it all is that the outside world
could use all the surplus products we might
spare, and Furove is still calling urgently
for our goods and for our aid.

We are here to-dav to consider these
conditions, and to give careful thought to
a step to meet the emergencv which these
conditions has develoned. This is the pro-
posal to bring into existence a foreign trade
financing corporation through the united ef-
fort and co-operation of the country’s hank-
ers, business men and producers.

BANKERS PREPARE FOR ACTION

Some of our bankers in 1918 recognized
whither we were drifting. TIn the fall
of that year—before the armistice was
signed—a resolution was adopted at the an-
nual convention of the American Bankers
Association, declaring that the Assoclation

“Pledges itself to support by every
means in its power the development of
exnort trade, to encourage manufac-
turers to enter upon this field of dis-
tribution, and to provide. as rapidly as
possible, adequate facilities for financing
export operations sufficient to meet
every reasonable demand that may
arise.”

The appointment of a commerce and ma-
rine committee made up of bhankers repre-
sentative of all parts of the country was
the direct and immediate result of the adop-
tion of that resolution. This committee,
specifically charged with the study of this
important question and with bringing the
results of that study before the Assocla-
tion, felt that it had a particular function
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to perform, and proceeded to apply its best
efforts to it.

There is no need to detail all the activities
of the committee. Suffice it to mention the
more important features of its work. Four
reports in all were presented by the' com-
mittee to the Association. Each of them
met with unanimous approval. From the
first the committee believed that the most
vital matter for its consideration was some
adequate means of financing our foreign
trade. It applied itself to this subject not
only with the idea of developing something
of a constructive character, but also with
the desire of ascertaining well informed
business and banking opinion regarding our
foreign trade and what might be suggested
as a means of maintaining and increasing it.
From the time of the introduction in Con-
gress of the Edge Bill, which was proposed
as an amendment .to the Federal Reserve
Act, the committee felt that here was reme-
dial legislation which would make possible
the machinery to finance our foreign trade.
It followed the progress of that legislation
closely. It gave counsel when requested
and as seemed fitting. It canvassed the
entire banking community of the country
upon it, and presented the results of that
canvass to Congress.

When the measure became a law it was
felt to be the special province of the com-
mittee to ascertain what the banking and
business community thought could be done
under it for the benefit of American for-
eign trade. It was quickly recognized that
this opinion would be much more definitely
ascertainable if a concrete proposal were
submitted for consideration. It was because
of this recognition that a foreign trade
financing plan was formulated and presented
to the bankers of the country.

A VALUABLE INSTRUMENT OF INTERNATIONAL
WELFARE

That plan outlines the formation, under
the Edge Act, and through the united ef-
fort and co-operation of bankers, business
men and producers, of a corporation with
sufficient resources to make it a really valu-
able instrument of international welfare.
The executive council of the American Bank-
ers Association, when the plan embodied in
a report of the committee was presented to
it last spring, approved it and requested
the president of the association to appoint
a committee of three to confer on the plan
with similar committees appointed by other
responsible national organizations. Such
committees. were appointed by the directors
of the Chamber of Commerce of the United
States and the Chairman of the National
Foreign Trade Council.

These three committees, which for work-
ing purposes formed themselves into a
Joint Committee, after serious considera-
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tion of all possible measures to meet the

situation, recommended that steps be taken -

as soon as practicable to organize such a
corporation with a view to commencing
business on or about January 1, 1921, with
an authorized capital of at least one hundred
millions of dollars. The capital was placed
at this figure because under the law the
debenture issuing ability of a corporation
of this character is limited to ten times its
capital; and a billion dollars is considered
none too much for the purpose for which
it is to be used.

In the recommendation of this joint com-
mittee the commerce and marine committee
of the association concurred, and so re-
ported to the recent convention of the
American Bankers Association held in
Washington in October.

The commerce and marine committee be-

.fore moving at all in the matter, submitted

the plan to the bankers of the country and
invited consideration and comment. The
comments received from practically every
State in the Union were significantly favor-
able. More than 87 per cent. of the bankers
who responded approved the plan, and more
than 65 per cent. of those who returned
favorable replies stated that they would
be disposed to recommend that their insti-
tutions subscribe to the stock of the corpo-
ration.

As a result of the approval of the plan
by the American Bankers Association, the
president of the association was empowered
to call this nation-wide meeting of bankers,
business men and producers.

CO-OPERATION OF THE COUNTRY INVITED

In presenting this proposal to you for
your consideration, permit me to say that
neither the American Bankers Association
as such, the commerce and marine committee
thereof, nor any member of that committee,
was moved by any intention of organizing
on its, or his own behalf, such a corporation
as proposed. It was felt that the obvious
advantages to the countrv of such a corvo-
ration should be presented to the country
at large, and that, if brought into being,
it should be at the instance of the repre-
sentatives of the entire country through
united effort to that end. T say this in
order that there may be no nossible mis-
conception regarding the broad purpose of
th= proposal that has heen made, or of the
nation-wide henefit it contemplates.

The Edge Act. which gives the authority
to organize such a corporation as con-
temvolated, is an amendment to the Federal
Reserve Act. It provides that corpora-
tions may extend loans abroad and issue
debentures against these loans to the extent
of ten times their capital and surplus. Na-
tional banks are authorized to invest 5 per
cent. of their paid-in capital and surplus
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in the stock of such individual corporations,
and in many cases the State laws permit
the State banks to invest a certain per-
centage of their capital in their stock.

AN TMPORTANT PIECE OF LEGISLATION

In its potential effect for good upon the
business of the United States, the Edge Act
was probably the most important piece of
legislation since the Federal Reserve Act
itself. It may fitly be compared with that
measure. Like the Federal Reserve banks,
Edge corporations are placed under the
control of the Federal Reserve Board. The
Federal Reserve Act unified our banking
system; the Edge Act makes possible the
unification of our foreign trade financing.
The Federal Reserve System made possible
a great extension of banking credit; the
Edge Act makes possible a great extension
of investment credit.

What the Federal Reserve Act has done
in accomplishing its purpose at home, the
Edge Act makes possible in financing our
merchants in their commerce abroad. The
banks of the country subscribed the capital
stock of the Federal Reserve banks, and
with capital of approximately $100,000,000,
the Federal Reserve banks now report
$1,700,000,000 in deposits, and $2,700,000,000
in discounts. Edge corporations can like-
wise extend credits to many times their
canital and surplus.

It is proposed now to form a corporation
with $100,000,000 capital under this law,
because it is felt that such a large corpo-
ration would have every possible advan-
tage over a number of small ones. Such a
corporation would attract the best expert
talent. Tt would have the efficiency at-
taching to large organizations. It would
give the utmost protection to the investor.
It would bhe better able to encourage thrift.
It would give to every locality the fullest
possible use of the capital and funds com-
ing out of that locality. It would claim
the highest degree of public confidence at
home, and by virtue of its prestige and
position would exert a certain and com-
manding position abroad.

ESSENTIALS OF REAL PROSPERITY

It is important that we keep in mind,
in all that we say and do at this time,
those two essentials of real prosperity,
thrift and production. Without these thor-
oughly inculcated into the American people,
our future as a creditor nation will not be
at all as secure as we would have it. The
success of the plan that is proposed is based
upon these two essentials; upon thrift, in
order that a part of the savings of our
people may be used to finance our foreign
trade and thus sustain our prosperity; and
production in order that we may spare the
means of supplying foreign markets with-
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out subjecting ourselves to increased prices
for our own needs.

This plan does not suggest inflation. Of
that we have had enough. Nor does it sug-
gest the absorption of existing -credit.
What it does suggest is the setting aside,
through the exercise of sane economy, of a
reasonable percentage of our great annual
production of wealth, estimated at seventy
billions of dollars. It suggests the invest-
ment of that reasonable percentage in se-
curities growing out of our foreign trade.

If we here seriously determine that the
plan of organizing a large corporation as
outlined is worthy of our best effort, we
should likewise determine as far as possi-
ble on its plan and scope of operation.

We should emphasize that the policy of
the management shall be first to safeguard
the stockholders’ investment.

We should emphasize that the affairs of
the corporation must be so managed that
it will be, not only an emergency measure,
but a permanent instrumentality for the
purposes for which it is brought into being.

We should here adopt articles of incor-
poration and by-laws, and we should name,
if possible, at least some of the men into
whose hands we are willing to entrust the
destinies of the corporation.

We should here name a tentative board
of directors, and in selecting its members
we should be guided by the wishes and opin-
ion of the different groups of bankers, bus-
iness men and producers representing differ-
ent parts of the country in this meeting.
The board of directors should be represen-
tative of the entire country; it should com-
prise bankers, business men and producers.

We should determine the manner of se-
curing subscriptions, which, it is proposed,
shall be received at the rate of $105 per
share of $100, thus providing $100 of capl-
tal and $5 of surplus for each share sub-
scribed. We should make it understood that
there would be no underwriting or promo-
tion stock.

SERIOUSNESS OF THE UNDERTAKING

It is a herculean undertaking, but if each

* one of us here, before this conference ad-

journs, subscribes, as I hope each one will
do, individually for the stock, and has his
institution subscribe, T have no doubt that
the example will be followed so widely that
success will be assured. Your leadership
will demonstrate your confidence in the cor-
poration and your earnest intention to use
your every effort to bring about its full
success will undoubtedly have the very best
results.

We should especially strive to make every
single man in the United States see this op-
portunity, and, rather than secure large
subscriptions from comparatively few quar-
ters, our aim should be to secure subscrip-
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tions from every bank and industrial enter-
prise in the United States.

The law provides for the payment of
twenty-five per cent. of the capital at the
commencement of business, and the balance
in installments of at least ten per cent. of
whole amount every sixty days thereafter.
Payments of subscribers would thus be ex-
tended through the year 1921 and well into
1922, and the corporation would still be able
to do business on as large a scale as it
could safely undertake, in view of the ne-
cessity of a careful checking up of all con-
ditions which might surround its every op-
eration. ’

Debentures distributed by the corporation,
secured by high class foreign obligations
that the corporation would receive, could
undoubtedly be distributed over a wide ter-
ritory. ‘

Every stockholder, so far as practicable,
should become an agency for distributing
the debentures of the corporation. These
debentures should be absorbed by the pub-
He—not by means of excessive borrowing,
with which policy we had sad experience
during the war and since—but by saving.
To promote this helpful spirit, and to pro-
mote the general business of the corpora-
tion, avenues of education are available that
were never heretofore available to any
large enterprise in this country. We have
the friendly attitude of the American
Bankers Association, with its membership
of over 22,000 banks. We have the ex-
pressed helpful attitude of a number of the
State Bankers Associations of the country,
many of the officers of which have indicated
their readiness to help us.. We have the
sympathetic interest of the directors of the
Chamher of Commerce of the United States
with its constituent membership of upwards
of 700,000. We have the encouraging. atti-
tnde of the National Foreign Trade Coun-
cil, the American Manufacturers Export
Association, the American Exporters and
Importers Association, and we have the
almost universal public opinfon that we
must extend long time credits to those of
other nations who can safely and wisely
borrow from us and use the proceeds in
purchasing American goods.

A VALUABLE CORPORATION

Reference has been made to the similari-
ties in the Federal Reserve Act and in the
Edge Act. They are very striking, but be-
tween the two laws there is this great dif-
ference. The codrdination provided by the
Edge Act is purely voluntary. This, then,
presents a challenge to our initiative.” In
the interest of the nations that are calling
for our goods, and in the interest of the
prosperity of this country, are we willing,
are we capable, have we the enterprise, to
cobperate in a truly effective way in for-
warding our foreign trade? Can we accept
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this great emergency as u stimulus to great
achievement? If private enterprise can
bring this to pass, it will have a tonic effect
on private enterprise everywhere.

FINANCING OF FOREIGN TRADE NOT A
GOVERNMENT FUNCTION

There has recently been a great deal of
pressure to have the Government undertake
this task, and to resume some of the func-
tions which it exercised during the war.
Such agitation has overlooked the economic
principle that the financing of foreign trade,
in times of peace and for purely commer-
cial reasons, is not a function of Govern-
ment. Practically speaking, the methods
of Government are too rigid to cope with
such a task. For it to lend money or credit,
directly or indirectly, to- European impor-
ters, would be certain to bring criticism and
dissatisfaction, and to lead to charges of
favoritism. In many instances there might
be pressure for loans in which purely com-
mercial considerations would be obscured
by political considerations. A direct finan-
cial interest of the American Government
in loans to European private individuals
and corporations might lead to embarrass-
ing international consequences, and further
loans .to the European Governments them-
selves would probably meet with strong.
popular disapproval. If the Government
undertook this task there would undoubted-.
ly be objection on the ground that taxes
were being increased for the entire country,
or that Government loans were being floated
primarily to promote the interests of par-
ticular classes.

Every question of policy demands that
even if the Government is moved to under-
take this work to meet the present emer-
gency, it should abandon it just as soon as
private financial machinery is brought into
existence and is ready to operate. For just
in proportion as we lean weakly upon the
Government shall we cease to be independ-
ent and self-reliant. The more we seek to-
have the Government do for us, the less
shall we become able to do for ourselves.
As American bankers and business men,
we should resist the habit of calling for
Government aid in every emergency. The
more the Government extends.aid to bus-
iness, the more it must inject a larger in-.
terference in business. The President-elect
has said that what we need is more busi-
ness In Government and less Government
in business. It depends upon our actions
as bankers and business men, no less than
upon the action of legislators, to bring this
about. c

There are many angles to the problems
that we are here to discuss which bave
only been touched on briefly in these pres-
ent remarks, which I hope may be discussed
in greater detail before the day is over.
In all our considerations, however, we must
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not lose sight of this overshadowing fact,
which is seriously affecting American pros-
perity to-day: much as the people in Eu-
rope, South America, Asia, and Australia
desire to trade with us, the existing pre-
mium on the American dollar is such that
no one abroad can prudently borrow and
agree to pay on short time. Hence, our
export trade is languishing. There are
many instances where American business
men have actually ceased to carry on bus-
mess with foreign customers because of the
disturbed exchanges; they cannot convert
their accumulated foreign funds into Amer-
ican dollars without suffering a severe loss.

If this corporation were to come into ex-
istence it could safely loan dollars, which
in turn could be placed at the disposal of
the foreign debtor of the American bhusiness
concern with which to pay the latter and
thus open up again the flow of our goods
where they have now ceased to flow. .

One word more concerning the capital of
the proposed corporation. While this must
of neressity be large, as already stated, its
operations should commence in a small and
careful wav. Undoubtedly the psychologic-
al effect of bringing the corporation into
existence .at an early date would be most
beneficial, yet we feel it our duty to empha-
size that it must not he considered a “cure-
all” for every present ill. If it hopes to be
permanent. it must not make unsafe or un-
wise loans, hence its operations must be
conducted with the utmost care and re-
straint. But even so there is a sufficient
field for its operation to make its influence
stabilizing from the start.

MAINTAINING OUR EXPORT TRADE

In considering the future activities of this
corporation, it is not contemplated that we,
as a people, shall go on indefinitely selling
to the outside world more than we buy from
it, and indefinitely increasing .our loans to
the world in the meanwhile. That cannot
happen in any case. Ultimately, as the an-
nual interest due to us grows, other nations,
in paying it, will send us more goods than
we send them. But what is contemplated
is that we, as a people, desire to main-
tain our export trade on sound principles,
avoiding any sudden changes that might
have disastrous consequences.

It may be well to state here some of the
things, in addition to proper financing,
which 1 believe to be prerequisite to our
maximum efforts in maintaining and further
developing our foreign trade. First, that
steps should he taken by those in authority
to establish this Government on permanent
terms of peace with all other Governments.
Second, that we should urge that all other
Governments compose their differences at
as early a date as possible; that the bal-
ance sheets of the late war be completed

THE BANKERS MAGAZINE

without further delay by definitely fixing
indemnities, and arriving at a thorough un-
derstanding as to the financial obligations
of each nation to the others. Third, that
we adopt a sane shipping policy and op-
erate our merchant marine efficiently and
economically in the interest of our foreign
trade. And finally, that our Government
protect American investments abroad.
Before closing, there is one thought that
should be touched upon; namely, that of
the strength of the people to whom our
future credit may be extended in the ad-
vancing, of our foreign trade. It is our
suggestion that the scope of the proposed
corporation shall be literally world-wide;
that its activities shall profitably expand in
whatever direction that sound business
principles dictate. That means, of course,
everv country of the world where we can
with safety and benefit sell American goods.

THE QUESTION OF EUVROPEAN CREDITS

In this connection we have heard objec-
tions to dealings with the people of Europe,
as though thev, hard hit as they have been
bv a vrolonged and costly war, were now
hopeless derelicts among nations and men.
Nothing could be more shortsighted. For
generations the people of Europe have been
the chief foreign customers of our manu-
facturers and merchants, and from all pres-
ent indi~nti~ne for. generations they will be.
True. FEurope is confronted with serious
after-war problems; reconstruction, taxa-
tion, inflation, unemployment, social unrest
are words that suggest some of .the diffi-
culties that are faced.

For practical purposes, however, there re-
mains in FEurope more than sufficient
strength to supply collateral for the credits
that might be advanced for the purpose of
financing American exports. Great Britain
is even now demonstrating in wonderful
fashion the soundness of her economic sys-
tem: while France, Italv and Belgium,
among our recent associates in the war, are
presenting, before the world, the noble ef-.
forts to “come back.” There are businesses
and enterprises abroad well able to offer
security for our loans, if we care to ex-
tend them. Great Britain has shown the
soundness of its economic system lately by
its steady progress in restoring its exports
and In balancing its trade. France has made
amazing progress in reconstruction. Tts ex-
ports so far this year have been two-thirds
of imports, as compared with less than one-
third in 1919; and this has come about not
through a fall in foreign purchases, but be-
cause the sales of French products to the
outside world have more than doubled.

OUR PLAIN DUTY

Taking the broadest possible view of the
opportunity, that is before us, as American
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bankers and business men, our duty seems
now to be plain. It is, if I may be permitted
to put it as I see it, to set up the machinery
that will enable us to meet the situation that
now exists, and shape that situation to our
advantage. We are presented with the op-
portunity to finance our trade with the out-
side world on a stable and permanent basis,
through the instrumentality of this great
corporation wh':h we have in view. By
means of this corporation we could provide
for the most careful and thorough credit
investigation and the strongest commercial
safeguards in the interest of American cap-
ital. By means of this corporation we could
supply the materials to keep factories and
mills running, in the interest of foreign
By means of this corporation
our loans would be protected, and we would
lend in each individual instance only as we
felt assured of the security of each particu-
lar loan.

Only as we face the situation that is be-
fore us boldly, will we seize our present
opportunity to maintain our foreign trade,
preserve our prosperity, and mitigate our
present depression. Only so can we take
our full part in meeting our present respon-
sibilities to the world. ,

EARLIER PROPOSALS FOR AN
INTERNATIONAL AMERICAN
. BANK

[From address by Editor of Tue Baxkers
MuaeaziNg, Pan-American Commercial Con-
ference, Washington, D. C.,, February 17,
1911.]

If we are to have a foreign bank worth
anything, its capital must from the outset
be large enough to command respect, and
its management must rigidly conform to
the soundest requirements of banking. An
institution that would not only promote en-
terprise and develop trade, but that would
add to our prestige and increase the respect
of others for our business methods.

I believe the time to be ripe for the for-
mation of an International American Bank,
with a capital of not less than $100,000,000,
having its head office in New York, with
branches in Chicago, St. Louis, New Orleans
and San Francisco, and in the great com-
mercial centers of the world.

[From a Pamphlet Issued by the Editor
of Tre BANKERS MAGAZINE, January, 1915.]

If we are to have creditable banking rep-
resentation in foreign countries, it can only
be through an institution of sufficient size
to render its strength unquestionable. A
capitalization of $100,000000 should be the
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minimum at the start, to be increased later
as required. .

The share capital of such an institution
ought not to be owned exclusively in New
York or any other single city, but the
ownership should be widely distributed,
thus making the bank broadly representative
of commerce, finance and industry.

It is suggested that a bank of this capital-
ization, to be called the International Amer-
ican Bank, be organized, with its head office
in New York, and branches at the outset
in Chicago, New Orleans and San Francisco,
branches to be gradually extended to the
principal trading points in [.atin America
and the other countries of the world, and
also to such additional American cities as
circumstances may warrant.

But aside from the ordinary and special
banking functions which an International
American Bank could perform, and which
would properly come within the range of
operations of any thoroughlv equipped bank,
there is another function which at the pres-
ent time probably surpasses them all in im-
portance, namely, to provide the connecting
link affording to American investors that
trustworthy information which would enable
them to form an intelligent judgment re-
specting Latin-American and other foreign
government, public utilitv and industrial se-
curities.

As to the method of securing the capital,
that could safely be left to our bankers and
captains of industry. The commercial or-
ganizations of every part of the country
ought to be invited to particinate in sub-
seribing for the capital and the principal
manufacturing and exporting interests
brought into close relations with the bank.
It would be desirable, and perhaps indis-
pensable, to enlist the support of the lead-
ing banking and financial powers.

Suddenly, through the financial disturb-
ances caused by the terrible conflict in
Europe, this problem of extending our
banking relations to foreign shores has been
thrust from the academic forum into the
region of practical things, and we are con-
fronted by an opnortunity whose very mag-
nitude calls for almost superhuman wisdom
and energy if we are to seize and bend it to
our economic welfare.

The translation of these suggestion< into
practical form demands cooneration. If
left to individual effort alone. or to any
number of national banks likely to avail
themselves of the privilege of establishing
foreign branches under the provisions of the
Federal Reserve Act, it is extremely doubt-
ful if any very marked expansion of our
banking in foreign countries may be ex-
pected for a long time to come, and thus
the matchless opportunity which now lies
before us may pass away never to return.
If the commercial organizations and all
those interested shall promptly take steps
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toward giving practical effect to what is
herein proposed, American industry and
commerce will receive the support of a
powerful ally in their contest for suprem-
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acy, and a considerable advance will be
made in transferring the world’s clearing-
house and financial center from the banks
of the Thames to the banks of the Hudson.

Ry

Banks as Man Developers

The Bank Ranks Next to the Church as the Moulder of-
Men’s Careers

- By Ralph B. Blodgett*

HE chief function of banks is to
I promote financial success, both
individual and corporate. Their
greatest purpose is to extend all the
banking service that men need for suc-
cess to millions who do not know they
need it or that they need more of it.
To better accomplish this purpose banks
can improve their service in three ways:
they can make it more attractive; they
can teach the individual to grow finan-
cially all his life; and they can extend
to him every banking service, one by
one in logical order, to make his life
a financial success, or at least to make
him independent. This order will ap-
proximate the order in which successful
men have used banking services. It
runs something like this: savings ac-
count, checking account, personal credit
account, business accounts, investment
service, and trust services culminating
in the execution of the will.

* THE BANK EXTERIOR

The first problem is to make th
banks themselves more attractive. Th
interiors of most banks are cheerful and
home-like, but the exteriors of too many
give a cold, blank stare through barred
windows that keeps out a thousand-fold
more customers than yeggmen. The
millinery store arranges its most beau-
tiful creations in an attractive window
display. The high-class confectionery
store whets the appetite of the passerby

by keeping delicious confections in view.
Department store windows invite people
inside; so do windows of cigar stores,
haberdashery stores and in fact, nearly
all retail stores.

Many banks are now competing for
the consumer’s money by employing as
salesmen attractive window displays.
A Los Angeles bank leads the country
in this respect. The advertising man-
ager of this bank has put bee-hives in
the windows to symbolize thrift and to
draw crowds. During a Los Angeles
booster campaign he put in some highly
interesting displays of local industries.
Once he put into the windows some
posters inviting people to come in and
get a free booklet on wills. Several
hundred of these booklets were given
out in a few days, and in a short time
the trust department was appointed ex-
ecutor of a good number of wills. The
bank receives an average of about six-
teen thousand dollars from twenty thou-
sand home safes held by its depositors.
The window displays are in a good
measure responsible for these results.

The safety and integrity of banks is
so generally recognized that it is mno
longer necessary for them to wear that
frigid burglar-proof impression. There
may be communities, possibly of for-
eigners, where there would be distrust

*This paper by Mr. Blodgett won second prise
in the contest recently conducted by THE
BANRERS MaAGazIND for the best papers om
banking subjects.
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of banks that did not look as safe as
a prison, yet in the main, most people
will be attracted by a bank that looks
inviting and friendly.

THE BAVINGS DEPARTMENT

The advertising of banks should radi-
ate enthusiasm for getting ahead and at
the same time instill commonsense and
impart knowledge.

Let us examine the propaganda of
each kind of banking service to see how
it can be improved. The savings litera-
ture of to-day tells us to save something
each pay day, to sacrifice petty luxuries,
to make a budget. It tells of the won-
ders of savings bank interest com-
pounded, and it shows how much cer-
tain regular savings will amount to in
five, ten, or twenty years. It also
vaguely hints at the great opportunities
for the man with capital. In saying
-that a man must save in order to become
rich it often gives the impression that
saving is all that is necessary. Down
in his heart the man knows that this
is not true. He does not feel that a
five thousand dollar fortune is worth
fifteen years of self-denial. He is in-
clined to discount the bank’s advice as
the preaching of a joy-killer.

What if the automobile advertiser
made him feel that it was his unpleasant
duty to pay for a car and its upkeep
in order to take a much needed rest in
the country four times a month? What
if the advertiser told him how badly he
needed the extra social intercourse a
car would bring him? What if he told
him he must sacrifice many little luxu-
ries that brighten his life in order to
pay for a car, gas, and repairs? The
advertiser would sell cars to those few
who have enough will power to act on
a bare appeal to reason. Yet if he
makes people feel the thrill of speeding
over fine country roads, through the
woods, over the hills, or past blue lakes,
if he imparts the hilarity of picnics, or
if he appeals to the pride of owning a
powerful and beautiful car, he will sell
cars by the hundred. If he also gives
a few logical reasons to justify the buy-
ing of a car, he will sell still more.

.
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Savings literature might just as well
tell the working man that a savings ac-
count is only the first step toward suc-
cess and that the faster he accumulates
a capital, the sooner he will be ready
for the next step. It might well tell
him that successful men build fortunes
by studying their jobs, by giving the
greatest possible service and thus secur-
ing advancement, by advaucing year by
year to better positions, as well as by
saving more money with ev 'ry increase
in pay. The savings talk: could get
him interested in his work. Chey could
fire him with ambition to advance to bet-
ter positions. They might urge him to
maintain or improve his living condi-
tions by making his income grow apace
with his ever-increasing family ex-
‘penses. They might show him how a
stationary income for a man with a
family is bound to lower his standards
of living and cause discontent. They
might well show him how fast his sav-
ings will accumulate when he has enough
to invest in good bonds, and how he can
use the interest to help rebuild his sav-
ings account for more investment. They
might also show him how much faster
he could save if he bought a home and
had no rent to pay. .

By telling the depositor to save for
investment the savings bank will lose
the principal of some of its most profit-
able accounts, but at the same time it
will gain the accounts of hundreds of
people who can thus see something to
save for; it will also bring to life some
dormant accounts and it will be able to
retain the investors as fairly profitable

“The chief function of banks is
to promote financial success,
both individual and corporate.
Their greatest purpose is to ex-
tend all the banking service
that men need for success to
millions who do not know they
need it or that they need more

of it.”
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" “The interiors of most banks
are cheerful and home-like, but
the exteriors of too many give
a cold, blank stare through
barred windows that keeps out
a thousand-fold more custom-
ers than yeggmen.”

customers. The savings bank is like a
‘private school whose policy is to pro-
mote and graduate its students rather
than to retard their progress for more
tuition.

Even when the bank is advising men
to sacrifice luxuries, it can use attracti-
appeals. It can show him what really
constitutes getting full value for his
money, and thus make him enthusiastic
about getting full value. It can stir his
ambition to afford a better living and
subtly teach him that he can afford to
buy only those things which will not
interfere with the regular substantial
increase of his capital. It can tell hu-
manly interesting stories of how men
got ahead by buying only what they
could afford, and how others were
sorely inconvenienced by the retrograde
of extravagance.

Women are said to hold the purse
strings of the nation. They spend about
seventy per cent. of the money that
goes for retailed goods. The woman’s
account is therefore especially valuable.
She can make it grow by patronizing
bargain counters and by economizing in
many other ways. What are the things
a woman can save for? She can save
to buy bonds and build up an income
of her own, or she can save for house-
hold conveniences and labor saving de-
vices to enable her to get along com-
fortably without help when help is
scarce. She might save for a piano and
miusic lessons for her children; she
‘might save for their college education;
.or-she might do the saving for the whole
'family. Savings bank advertising can
.suggest a hundred attractive things for
‘the woman to save for.

" Whatever the advertising teaches, it
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must subtly permeate the minds of the
people with the idea that one can afford
nothing that will interfere with the
regular monthly and annual increase of
the family’s capital or permanent in-
vestment; it must also tactfully teach
that a luxury is not an extravagance un-
less it gives too little real satisfaction
for the cost or unless the original cost or
the upkeep—the car, the gas, or the
maintenance of the motorists social po-
sition—interferes with the regular in-
crease of capital. The advertising lit-
erature must also inspire confidence in
the bank officers’ willingness and ability
to guide depositors in making invest-
ment. ' ’

THE COMMERCIAL DEPARTMENT

If the commercial bank has a savings
department, it can very profitably tell
the savers how business-like and con-
venient a checking account is and thus
develop them into good customers for
both departments. It should make them
feel that the bank is building his suc-
cess by extending his financial opera-
tions.

Much of the present commercial bank
advertising tells people that the bank
gives excellent service and that it has
good banking connections. It says that
bank credit is necessary to financial
growth, but it tells neither how to build
nor how to use it. It also tells the
depositor in an impersonal way that
the bank is interested in their success

"and that the officers are always prepared

to give good counsel.

‘What more can the advertising tell?
To the new customer—a man who would
rather watch a good base ball game or
see a picture show than to read dry
bank ads—it must tell interesting sto-
ries of how other baseball fans like
himself have built credit and made
money on it. It must show how they
have studied their jobs and advanced
by giving service, how they were able to
advance by building credit, and how
they msade monev faster by borrowing
it. It must fill him with the desire to
do likewise. Right here some bankers
will raise the objection that telling men
they ought 'to' bortow money will cause
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great annoyance from men who want the
bank to back impossible schemes. The
bankers are probably right. But what
I mean is that statement enclosures,
mailed folders, and other advertising
matter should both tell all the requisites
for credit and make credit appear so
attractive and profitable that men will
qualify for it.

Credit is more valuable than the can-
cellation of old debts after a financial
set-back. Robert Dollar lost the sav-
ings of fifteen years at one blow. He
got a job in a lumber camp and pro-
ceeded to pay back some heavy debts
that he could have cancelled. Because
he did so, his employer made him a
partner and gave him financial help.
To-day he owns two fleets of ships on
the Pacific Ocean and is the greatest
exporter of lumber in America. Cap-
tain Dollar is only one of the thousands
of men who have valued credit so
highly.

Credit is extended to men who are
in the habit of paying their debts
promptly. Credit is based on their
business ability and on their integrity.
Tt is based on their health, their insur-
ance, and their incomes. It is based
upon their average checking balance.
Tt is curtailed for those who gamble
or make social splurges beyond their
incomes. It is extended more freely
to those whose wives are thrifty. and
to those who make substantial increase
in their assets.

Credit is a mind-easing assurance that
all“will be well in case of financial set-
back. Unused it is free insurance
against misfortune. It buys homes and
saves rent; it buys securities and builds
independence; it buys stock in business
and builds modest fortunes; and it
finances industries and builds those that
are already great. :

What the banks should stress most is
that credit building opens the way to
promotion. To induce competition for
the jobs higher up will inérease produc-
tion, and it will increase ¢ither the in-
come or the buying power of those who
do not win promotion. The banks can
reduce economic loss and waste by mak-
ing sane money habits become ‘general.
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Banks finance both luxury and necessity
industries; they finance transportation
and local trade; and they profit most
when industry and trade flourish. It is
therefore to their interest to make the
people want larger incomes in order to
afford more good things and to have
them, that is, buy all they can without
interfering with their steady accumaula-
tion.

Bank advertising can make progress
and independence seem so attractive and
desirable that the sacrifices involved will
be unfelt. Probably the best method of
operation is to tell humanly interesting
stories of men and women who have
won success. However, if stories of
well known men are used, it will be nec-
essary to show enough of the intensely
human side of those men to overcome
the prejudice against them.

If the bank deals in securities, it can
sell its customers safe investments. It
can at least guide them in investing in
homes, in business, and in securities of
all kinds. It matters not what securi-
ties or valuables a customer buys, it is
up to the banker to sell him a safety
deposit box to relieve his mind of worry.
As soon as a man accumulates any con-
siderable property, he should make a
will, and moreover, there is every rea-
son why he should appoint the trust de-
partment (if there is a trust depart-
ment) as his executor. A certain New
York bank finds that most of its trust
business comes from those who have
safety deposit boxes. Obviously the

“Credit is a mind-easing assur-
ance that all will be well in case
* of financial set-back. Unused
it is free insurance against mis-
fortune. It buys homes and
saves rent; it buys securities
and builds independence; it
buys stock in business and
builds modest fortunes, and it
finances industries and builds
those that are already great.”
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trust department of a commercial bank
has a fine source of business in the mail-
ing lists of the checking depositors and
safety deposit customers, espécially if
the bank has made it a policy to tell
them how to get ahead rather than to
merely tell them it is interested in their
success. If the strictly commercial
bank puts into its advertising a little
enlightenment about trusts and security
investment, it can more effectively con-
vince people that it is really interested
in their success; thus it will win the
confidence of the depositors and their
friends.
THE CREDIT DEPARTMENT

There will be comparatively few men
who will either take active control of
established businesses or embark in en-
terprises of their own. These men will
be the commercial bank’s most impor-
tant customers both because their per-
sonal accounts will grow to considerable
size and because their business accounts
will come to the bank. Every year a
large number of small concerns and
some good-sized ones go to the wall be-
cause_of bad business methods. Since
the banks which finance these failures
often lose heavily by them, it is of in-
terest to all bankers to make sure that
their business customers are operating
oh sound principles. It is impossible
for the bank’s officers to give much per-
sonal attention to guiding the business
of its customers, but would it not be
profitable for the bank to issue booklets
on management of factories, stores, and
sales force, or up-to-date information on,
business efficiency? Or could it not at
least furnish lists of the best booklets or
books on various business subjects?
There is a special need for educational
propaganda to those who are starting in
business for themselves. The cost of
such literature as would insure efficient
management and steady growth of local
business houses would be negligible com-
pared with the resulting profits and in-
surance against loss.

THE TRUST DEPARTMENT

The last stage in the successful busi-
:iess man’s career, and the principal
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stage in the progressive employee’s ca-
reer, is the consolidation of his surplus
into a safe and diversified investment
estate. This stage should culminate in
the execution of his will, which should
have been made early and been revised
occasionally to suit new conditions.

As age advances the active business
man wants to reduce his activities; he
may want to travel or spend his spare
time on his country estate. In either
case he wants to be free from all the
details a trust company can take care
of. In general the advertising that ex-
plains these various services could make
more vivid the freedom and relief that
such services make possible. Students
of advertising are coming to believe that
the best way to sell any commodity or
service is to sell the satisfaction, the
freedom, the joy, or the fun obtained
from using the commodity. Vacuum
cleaner advertisers sell easy and clean
work by showing pictures of a woman
cleaning house in afternoon dress. The
best phonograph advertising sells the
fun of dancing and the pleasures of
listening to the great masters of music
instead of selling a piece of furniture
with mechanism in it.

Stories make the most interesting
form of reading matter for old and
voung of all classes. Stories, then, of
how men have enjoyed the freedom
from the routine work of their estates,
and stories of how they have enjoyed
the convenience of travellers’ checks,
and of trusts that pay for the upkeep
of real estate, and stories of how men
make living trusts to provide for de-
pendent relatives are effective business
pullers for the trust department. Of
course, not all the advertising should
be in story form, that would be monot-
onous, but more stories might well be
used.

The advertising for executorship of
wills should make a man feel that in
making a will he is, in one way, adding
forty years to his life. His chief work
in life is to provide a living for his
family, and when he makes his will and
provides a trust for the future, he is
only making sure that his family will
have an income no matter what hap-
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pens to his business or his health. Al-
lusions to death or disaster have little
place in trust advertising. They mere-
ly detract from a man’s hope that he
may be with his family for a good
many years more.

Probably the best arrangement a man
can make is to create living trusts for
the care of his property and for any
dependents he may have outside his im-
mediate family; he can provide in his
will for the continuation of those trusts
and for payment of his regular business
or insurance income to his family. The
will and trusts will then operate very
nearly the same while he lives as after-
wards, and with a minimum of trouble
for his family when they are least fitted
for it. '

ADVERTISING AND THE BANK

It is hard to say how much advertis-
ing a bank should use. The advertising
matter can be so sparse and weak as to
be entirely lost, and it might be so
heavy as to eat up the profits of the
bank. It should, nevertheless, be vig-
orous enough to compete successfully
with other advertising for the con-
sumer’s money. The expense of it should
be considered mainly as an investment,
for it may take a savings or checking
account two or three years to pay for all
the initial and overhead expenses. The
progressive bank is just like the pro-
gressive man: its assets, its income, and
its profits must grow all its life. There-
fore it must make its services attrac-
tive enough to compete with other ad-
vertised services. )

The advertising matter addressed to
those in the early stages of banking
must not only tell people to save, it
must induce them to wgrk, to legrn and
save. If it stimulates'interest in work
and creates desire to understand it, it
will increase production. It will re-
duce the cost of living by bringing more
necessaries and luxuries within the
range of all. Interest in work will
stimulate invention and thus reduce the
proportion of unskilled labor; at the
same time it will increase the number
of men fitted for the responsible posi-
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tions. There never have been enough:
good men for these positions.

It is best for the young man to start
at the bottom. The army camps demon-
strated that every young man needs a
certain amount of physical labor. When
he marries, he adopts a life program of
increasing expenditure and he also needs
a life program of increasing income.
Hard physical labor all his life will wear
his body out and make him dependent
on his family for support; it will also
burden society with another unproduc-
tive man. He should therefore advance
from muscle to brain work. As his age
advances, the chances for death increase
and the amount of money his family
needs also increases. Therefore his
property and insurance must increase as
he grows older. There will always be
enough well-paid positions for every
man with a family to maintain a good
independent living. The modern short
working day gives men time to think
and study their jobs; the general unrest
is a sign that men think more now
than they did before; and the banks
can make a profit by getting them to
advance and grow financially.

It has been said that next to a man’s
religion his finance is the most serious
business of his life. If this is true,
the bank ranks next to the church in its
power to do good. Where the charities

“Where the charities of the
church alleviate poverty, the
bank prevesits it. Where. the
church builds character by its
uplifting influence, the bank
can build character by promot-
ing thrift, business ethics and
an industrious spirit among the
masses. Banks can reduce rad-
icalism and umrest; they can
reduce waste from misguided
finance, and they can make a
profit on every bit of good they
do.”
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‘of the church alleviate poverty, the bank
prevents it. Where the church builds
character by its uplifting influence, the
bank can build character by promoting
thrift, business ethics and industrious
‘spirit among the masses. Banks can re-
duce radicalism and unrest; they can re-
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duce waste from misguided finance; and

they can make a profit on every bit of

good they do. It will then be highly
profitable for the banks to make their
services as attractive as possible and to
develop men by fitting banking service
to their needs.

L]

Trust Departments in National Banks

Deciding Whether it is Wise to Open a Trust Department
By Clay Herrick

This is the second of two articles on this timely subject by the author of “Trust

Companies; Their Organization, Growth and Management.”

The two articles will subse-

quently be published in pamphlet form.—Ebrror.

HE National bank which has

under consideration the advis-

ability of opening a trust de-
partment has on its hands a problem
quite similar to that of a group of men
who are proposing to organize a new
trust company.

The first question is whether or not
there is really a field for the new pro-
ject. Are the needs of the community
in this respect already fully met? If
not, is the amount of fiduciary business
now in sight or capable of development
sufficient to pay for the expense and
added responsibility of the department?
These questions may pe correctly an-
swered only by a careful survey of
the local conditions, taking into consid-
eration the size and character of the
town or city, its prospects of growth,
its education or possible education in
the use of the corporate trustee, and
the trust facilities already at its dis-
posal. A small town with no particular
prospects of growth, for example, will
evidently afford opportunity for only
one or two financial institutions of any
kind. A city of ten thousand inhabi-
tants may support several banks: how
much trust business it may develop
will depend upon the character of .the

inhabitants, their wealth, their attitude
towards the corporate trustee, the skill
with which their knowledge of and
faith in the corporate trustee is cul-
tivated. Ordinarily the small city, and
for that matter larger cities in some
parts of the country, offer little field
for corporate trusts, and the fiduciary
work available is confined to individual
trusts. In large cities the problem is
more confined to the amount of trust
services already available. But here it
may be observed that many large Na-
tional banks already have a clientele
which could furnish a large trust busi-
ness provided the clients are not already
attached elsewhere for their trust
business.

If it be decided that there is a field
for such a department, the next ques-
tion is whether after due consideration
of the expense and added-responsibility
involved, the bank is prepared to
launch the new enterprise properly,
and to finance it over a period of vears,
if necessary, until it is on a really
paying basis. ‘

In determining this question, we sug-
gest the following considerations:

1. While there are some points in
common between fiduciary business and
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_ordinary banking, these are relatively
few and insignificant; and in its es-
sence, this is an entirely new field to
the commercial banker. It differs much
in principles, in usages, in technique,
in legal and personal relations. Its suc-
‘cessful operation requires men of
technical knowledge and of years of
special training in fiduciary matters.
The relations extend far beyond those
of debtor and creditor and creditor and
debtor, to which the commercial banker
is most accustomed, and involve new
points of contact, new problems, differ-
ent considerations. The successful
commercial banker may sometimes de-
velop into a good trust officer; but if
he does so it will not be primarily be-
cause of his commercial banking ex-
perience, but because of his wider
adaptability, his power to understand
new relationships and to grasp new
ideas.

2. The responsibilities assumed are
grave as well as new. As fiduciary the
bank will be called upon to decide ques-
tions which may involve the comfort, if
not the very means of subsistence, of
children, invalids, the aged, women un-
accustomed to business. If it accepts
such business it does so upon the rep-
resentation, expressed or implied, that
it is properly equipped to handle it with
skill of a high order. It is bound by
law and by good morals to make good
on that representation. If it is not
equipped to do so, it is sailing under
false colors. Aside from these consid-
erations, gross lack of ability and pre-
paredness would of course lead to mis-
takes and losses, and criticism which
would tell against the business already
built up, if it did not involve more
‘serious results. It is to be considered,
too, that a trust once undertaken is not
as easily gotten rid of as a bank ac-
count is. )

8. Trust business is usually of slow
and gradual growth, and as a rule re-
quires years to build to a considerable
volume. It will not appear at hand
ready-made upon the mere detetmina-
tion of the management to open a trust
department. New trusts will come as
observation and experience demon-
strates to the people that the bank
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handles trusts well; and this process
requires time. Much of the business
will come from the execution of wills,
and will not be available until the wills
take effect.

4. It follows that the bank establish-
ing a trust department must be prepared
to finance it over a period of years until
it gets upon a self-supporting, paying
basis. For some time, the exact length
of which depends upon the existent con-
ditions in each case, it must be expected
that the department will be a source of
expense and not of profit.

As against these adverse considera-
tions, if the department is successful it
may be expected that

1. The business, when built up to a
considerable volume, will provide steady
and dependable earnings with a reason-
able margin of profits.

2. It will retain customers who other-
wise might be attracted elsewhere, if

\/ they become accustomed to go elsewhere
for their fiduciary business.

8. It will act as a feeder of business
to other departments, because of the
closer relationships formed and the
wider acquaintance gained.

PREPARATION FOR THE DEPARTMENT

If it is decided to open the depart-
ment, the first essential is the selection
of a competent man, or competent men,
to manage it, since all of the arrange-
ments for the department should be in
the hands of someone thoroughly fa-
miliar with its needs. Too much em-
phasis can hardly be placed upon the
necessity of selecting a man specially
fitted for the place by temperament,
ability, knowledge and long training.
He must have had the training and the
capacity to thoroughly understand the
principles, the details and the modus
operandi of fiduciary business. He
should be a lawyer and in addition
should have had long experience in an
active trust department. He will need
a knowledge of human nature and thor-
ough good sense. :

The trust officer must be provided
with a well-trained and adequate force
of clerks and assistants who know how
to attend to the details properly.
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The location and equipment of the
trust department deserves careful study.
The department should be separate, but
it should be accessible. The arrange-
ment should permit of private and con-
fidential interviews for people do
not like to talk over their private busi-
ness affairs with others listening. The
equipment of the department should be
all that is necessary for neat, accurate
and speedy work.

In general, the department should be
put upon a basis that will command
respect and confidence, with reference
to its physical appearance, its furniture
and appointments, the method in which
its work is put out, and the personnel
of its officials and employees. The
trust department must not be regarded
as a more or less necessary “side line.”
If it is so regarded in the bank, it must
be expected that outsiders will reflect
the same view. It should have the
hearty co-operation of all departments.

OPERATION OF THE DEPARTMENT

The practical operation of the de-
partment will of course not vary ma-
terially from that of the same depart-
ment of a trust company. But an estab-
lished national bank opening a trust de-
partment has at hand the material for
rapidly building up a nucleus for the
new line of business. A sensible first
step would be to get the officers and
directors to draw their wills, appoint-
ing the bank as executor and trustee.
Besides providing a source of future
business, this will be a vital talking
point in interesting outsiders, for if the
bank’s own officers and directors are not
converted to the idea, it will be difficult
to interest others. With this start, the
next solicitation may well include stock-
holders and depositors. In the long run
business obtained through wills may be
expected to furnish a considerable part
of the volume of business. It has been
estimated that all property in a com-
munity changes ownership once in about
twenty-five years, largely through the
execution of wills.

Cultivation of business in living
trusts, insurance trusts, special trustee-
ships, will of course be pressed as ener-
getically as possible. In some commu-
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nities there is a considerable field for
the securing of various kinds of cor-
porate trusts—transfer agencies and
registrarships, fiscal agencies, etc. Care
should be exercised, however, lest in the
desire to obtain a volume of business
the proper standards are in any way
lowered. Character and confidence are
the chief factors in building this busi-
ness. Don’t be tempted to act as trustee
under worthless bond issues or as trans-
fer agents for purely promotion stocks.
Be on the lookout to avoid connection
with projects that look plausible but
are really questionable.

OBTAINING A PERMIT

The right to grant to national banks
the power to act in fiduciary capacities
is given to the Federal Reserve Board
under section 11, subdivision (k) of the
Federal Reserve Act as amended by the
act of September 26, 1918. The pro-
cedure for obtaining such powers by a’
national bank is explained in the
Board’s “Regulation F, Series of 1919.”

The first step is to write the Federal
Reserve Board or any Federal Reserve
Bank for a copy of the application
form (Form 61). This form recites a
formal application for the specific
powers desired, based upon a resolution
of the board of directors and duly
signed by the officers. It calls for the
name and location of the applying bank,
the population of the city or town in
which it is located, a statement of as-
sets and liabilities, and a certified copy
of the resolution of the board of direc-
tors. When properly executed, the ap-
plication is to be mailed to the Chair-
man of the Board of Directors of the
Federal Reserve Bank in the district
of the applying bank, and by him will
be transmitted to the Federal Reserve
Board. Before transmitting the appli-
cation, the Federal Reserve Agent sup-
plies certain information regarding the
powers and regulations as to financial
institutions exercising fiduciary powers
under the laws of the state in which the
applying bank is located, together with
such information as he or his board or
committee can give regarding the ap-
plying bank and its officers, and also
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his recommendations as to the accept-
ance or rejection of the application.

When received by the Federal Re-
serve Board, the application is first re-
ferred to the counsel, who supplies cer-
tain legal opinions and recommenda-
tions. It then goes to a subcommittee,
which supplies information based on
national bank examiner’s reports, to-
gether with its recommendations in the
matter. With all of this information
in due form, the application goes before
the committee, and thence to the Board
for final action.

POWERS OBTAINABLE

Under the Federal Reserve Act as it
now reads, the Federal Reserve Board
is authorized (sec. 11, k) “To grant by
special permit to national banks apply-
ing therefor, when not in contravention
of state or local law, the right to act
as trustee, executor, administrator, reg-
istrar of stocks and bonds, guardian of
estates, assignee, receiver, committee of
estates of lunatics, or in any other fidu-
ciary capacity in which state banks,
trust companies, or other corporations
which come into competition with na-
tional banks are permitted to act under
the laws of the state in which the na-
tional bank is located.”

The Act further states, and as we
have seen is justified by decision of the
Supreme Court of the United States in
so stating, that “Whenever the laws of
such state authorize or permit the exer-
cise of any or all of the foregoing

" powers by state banks, trust companies,
or other corporations which compete
with national banks, the granting to and
the exercise of such powers by national
banks shall not be deemed to be in con-
travention of state or local law within
the meaning of this Act.”

As a practical matter, therefore, a
national bank may appiy for and, if
adjudged competent, may receive any
or all of the powers above enumerated,
provided other corporations in the state
may receive them, and in addition any
other fiduciarv powers which under the
laws of the particular state are granted
to trust companies or state banks.

The Federal Reserve Act does not,
however, go further than to permit to
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national banks the right to exercise fidu-
ciary powers. The manner and terms
of their exercise, the restrictions and
regulations regarding their exercise, are
matters of state legislation and adminis-
tration; and with reference to these, the
national banks are subject to state au-
thorities. The evident intent is to place
state corporations and national banks
in the same state upon an exactly equal
footing in the exercise of trust powers.
Article IX in the Regulations of the
Board provides that “Nothing in these
regulations shall be construed to give a
national bank exercising the powers

. permitted under the provisions of sec-

tion 11 (k) of the Federal Reserve Act,
as amended, any rights or privileges in
contravention of the laws of the state
in which the bank is located within the
meaning of that Act.” The Board re-
serves the right to revoke a permit if
it is convinced that a bank has wilfully
violated either state or national laws
relating to the exercise of fiduciary
powers. The Regulations of the Board
also are subject to change by the Board,
but not to the prejudice of obligations
already undertaken in good faith.

REGULATIONS

“Regulation F, Series of 1919,” now
in force, enumerates the rules under
which national banks must operate when
they exercise fiduciary powers. Such a
national bank

1. Must segregate all assets held in
any fiduciary capacity from the general
assets of the bank.

2. Must keep a separate set of books
and records showing in proper detail
all transactions engaged in under au-
thority of subsection 11 (k). All books
and records of the trust department
shall be kept separate and distinct from
other books and records of the bank.
All accounts opened shall be so kept
as to enable the national bank at any
time to furnish information or reports
required by the federal or state authori-
ties. The books must be open at all
times to inspection by such authorities;
but with reference to state authorities
this applies to the trust department
only. '
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3. Must carry in a separate account
all funds deposited or held in trust
awaiting investment or distribution.
Such funds may, however, be deposited
in the commercial department of the
bank to the credit of the trust depart-
ment, provided that the bank first de-
livers to the trust department, as col-
lateral security, United States bonds, or
other readily marketable securities
owned by the bank, equal in market
value to the amount of the funds so
deposited.

4. If the laws of the state require
corporations acting in a fiduciary capac-
ity to deposit securjties with the state
authorities for the protection of private
or court trusts, national banks so acting
must comply with the state law. In
such cases national banks shall not be
required to execute the bond usually re-
quired of individuals, if state corpora-
tions under similar circumstances are
exempt from this requirement. But na-
tional banks are given power to execute
such bond when required by the laws of
the state. Officers of the bank are also
empowered to take oath or make affida-
vit when the state law requires.

5. Must have a capital and surplus
at least equal to that required of state
banks. trust companies and corporations
exercising such powers.

6. Must establish a separate trust de-
partment, and place such department
under the management of an officer or
officers.

7. Must keep the securities and in-
vestments held in each trust separate
and distinct from the securities owned
by the bank, and separate and distinct
one from another.

8. Must place trust securities and in-
vestments in the joint custody of two
or more officers or other employees des-
ignated by the board of directors of the
bank, and all such officers and em-
plovees shall be bonded.

PROHIBITIONS

National banks are forbidden to re-
ceive in their trust departments deposits
of current funds subject to check or
the deposit of checks, drafts, bills of
exchange, or other items for collection
or exchange purposes.

It shall be unlawful for any national
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banking association to lend any officer,
director or employee any funds held in
trust under the powers conferred by this
section. The penalty is a fine of not
more than $5,000, or imprisonment not
more than five yvears, or both.

Trust funds may not be used by the
bank in the conduct of its business, un-
less securities have first been set aside
in the trust department as collateral, as
described above (8).

INVESTMENT OF TRUST FUNDS

(a) Private Trusts.—Funds held in
trust must be invested in strict accord-
ance with the terms of the will, deed,
or other instrument creating the trust.
If the bank is given discretion in the
matter, they may be invested only in
those classes of securities which are ap-
proved by the directors of the bank. If
the creator of the trust does not specify
and does not vest discretion in the bank,
the funds may be invested in anv se-
curities in which corporate or individual
fiduciaries in the state in which the bank
is located may lawfully invest.

(b) Court Trusts.—When acting un-
der appointment by a court of compe-
tent jurisdiction, the bank must make
all investments under an order of that
court, and copies of all such orders
shall be filed and preserved with the
records of the trust department. If,
however, the court by general order
vests a discretion in the national bank
to invest funds held in trust, or if under
the laws of the state in which the bank
is located corporate fiduciaries appoint-
ed by the court are permitted to exer-
cise such discretion, the national bank
so appointed may invest such funds in
any securities in which corporate or in-
dividual fiduciaries in the state in which
the bank is located may lawfully invest.

EXAMINATIONS

Examiners appointed by the Comp-
troller of the Currency or designated
by the Federal Reserve Board will be
instructed to make thorough and com-
plete audits of the cash, securities, ac-
counts and investments of the trust de-
partment of the bank at the same time
that examination is made of the bank-
ing department.




The Problem of the Banks and Their
Employees

By Henry A. Stimson, D.D.

HREE elements enter into the
‘problem of the banks and their
employees. These are the great

extension of the field of the bank (to-
day) ; the consequent advance in the re-
quirements made of the employee; and
the means by which these requirements
are to be met.

Great banks existed in nearly every
nation before the war. They stood in
close relation to the state, and they had
international connections. But the
world’s business has now come to have
a new importance if not a new existence.
Nations have become allied by a com-
nion interest which embraces not merely
self-protection, but the promotion of
production, of commerce and of every
form of internal well-being. These are
found to have international relations as
to the channels of intercommunication
are opened and the sources of supply
and demand are determined in the mar-
kets of the world.

- This has already produced important
results. The banks have found the need
of greatly increased resources, of
branches, and of widely outlying con-
nections. Their number has increased
and consolidations are numerous. The
demand for credit is constantly at the
edge of the ability of the banks to meet
it, even with their present resources.
Managers are required to have exact
and intimate knowledge of a far greater
variety of industries than in the past,
and also acquaintance with what are to
them new methods both of business and
of production in use in other lands, and
newly opened lines of commerce. The
fact that a given manufacturer or mer-
chant may be ignorant of the language
and trade customs of the foreign coun-
try to which he is sending his goods is
of importance to his banker no less than
to himself. The success or failure of
the enterprise may turn upon it. Condi-
tions which would justify domestic
credit may render insolvent an enter-

prise based on foreign trading. Of this
there are already sufficient instances.

The situation is also greatly compli-
cated by the immense inflation of the
currency of nearly every country in the
world as the result of the issue of every
form of governmental obligation. Gold
has practically disappeared as a circu-
lating medium, and values are every-
where stated in terms of extreme insta-
bility. This is a condition of first im-
portance to the business world; it is
vital to the banks both as immediately
concerning themselves, and also because
they must be largely responsible for
guiding and hastening release from it,
and the return of the nations to the
sounder basis of hard money. This is a
responsibility which cannot be lightly
regarded or declined.

Banks, especially in the country, have
always been looked to for advice and
aid in the making of investments. This
has now become far more common be-’
cause of the wide diffusion of securities
of all kinds, especially those issued by
the governments, and the inevitable
change in the habits of the people in'
putting aside their savings. Thotigh
this is not a part of their legitimate bus-
iness, many banks have become dealers
in securitiés, which is at once a favor
to the customer and a profit and a
temptation to themselves.

‘Banks have, especially to-day, a re-
sponsibility not so generally recognized
but which is very real, that of influenc-
ing labor in its relations to capital. This
is a critical situation. Because the bank
stands in the community preéminently
for capital, its attitude toward labor,
even in the person of its own relatively
few employees, is important. The bank
does business primarily on the basis of
good will. It may not always recognize
this. It knows its power and may be-
come selfish, cynical and arsogant. But
when competition arises, or times of
panic come, the bank that has not the
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good will of the community is sure to
suffer. Confidence and good will are
closely allied. The confidence, of which
every deposit is an expression, is that
which to-day, when working people be-
gin to have surplus earnings and so
many have been led to buy Liberty
Bonds and Thrift stamps, will now turn
them to the banks both to open accounts
and to seek aid in making investments.
It is no small service to the community
if the bank can help the working man,
as he seeks to secure a home or to pro-
vide for hard times or old age, to appre-
ciate what becoming a capitalist himself
means.

WHAT BANKS REQUIRE OF EMPLOYEES

This leads to the question of the re-
quirements which the bank seeks in its
employees. This may be stated in a few
words. Trustworthiness of course is es-
sential. This is generally understood to
mean honesty: it involves also good
habits, regularity, promptness, power of
attention. common sense, and fidelity.
All of which go to make up good char-
acter.

To these to-day is to be added a cer-
tain amount of trained intelligence, a
requirement hitherto not much re-
garded, and perhaps for that reason not
readily gained. The enlarged field of
the bank’s operations makes it impor-
tant and in some departments essential.
It will vary of course with the character
of the individual bank, but it is becom-
ing sufficiently common to justify its
place in a modern outlook.

More important and perhaps less con-
sidered is that kind of good will which
characterizes sustained interest in one’s
work, and leads every employee to do
his best. The marked falling off both
in the production and in the quality of
work which now is so extensively found’
in factories, following upon increased
wages to the workman and his short-
ened hours, goes far to prove that pro-
ductive good will is not necessarily de-
termined by wages. It is the product of
many influences, most of them rather
subtle and dndeterminate and some of
them rarely recognized. But whatever
it is that produces the desired condition
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or the lack of it, it is beyond question
important, and should come into the
category of requirements which the
thoughtful employer must keep before
him.

POLICY OF THE BANK TOWARD
EMPLOYEES

This brings us, then, to the question
of the relation of the bank to its em-
ployees; what should be its policy, and
what methods should it adopt to secure
the best permanent results?

Some employers are very much afraid
of “putting ideas into the heads” of
their people; not only by outsiders do-
ing this, but by doing this themselves.
Much of the work of the bank is of a
stereotyped nature. It is largely routine.
All the bank wants for this is men who
can do their work accurately, and who
will always be in their place. If they
will be content when their salary reaches
a certain modest sum so that they can
have a little home and bring up a fam-
ily, they will not complain. Ambition
is not necessary, imagination would be
a hindrance, and smartness a nuisance.
But now a change has come. The old
positions remain and are greatly multi-
plied. Modern requirements necessitate
a large number of employees of limited
ability and intelligence, for unskilled or
purely routine work. They can gener-
ally be obtained, and with a little teach-
ing become sufficiently competent. But
in addition others of higher grade and
larger possibilities must now be found.
The supply of these is so limited that
some of the larger banks have estab-
lished courses of study in connection
with the bank, to which they are look-
ing for the development of the more
promising of their present staffs, and
for the training of those who may be
wanted for special positions, especially
in branches and where a bank seeks en-
larged business in other countries. The
universities also, are responding to the
new need, and are establishing business
departments where special courses are
offered for students who have banking
in view.

The need of such special advanced
training cannot be better set forth than
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in the words of Mr. Amos Tuck of Mon-
roe & Co., the American bankers in
Paris, when giving the money to found
the Tuck School in connection with
Dartmouth College. The school was to
be established ““in the interest of college
graduates who desire to engage in af-
fairs rather than to enter the profes-
sions.” It was to furnish them with
a preparation equivalent in its purpose
to that obtained in the professional or
technical schools. He laid special em-
phasis on certain principles. These are
“absolute devotion to the career which
one selects, and to the interests of one’s
superiors or employers; the desire to
do more rather than less than one’s re-
quired duties; perfect accuracy and
promptness in all undertakings, and ab-
sence from one’s vocabulary of the word
‘forget’; never to vary a hair’s breadth
from the truth nor from the path of
strictest honesty and honor, with per-
fect confidence in the wisdom of doing
right as the surest means of achieving
success.” . .

This need is now coming to be rec-
ognized, and the movement to meet it
has extended to the universities. It
links up with the public demand to se-
cure as close connection as possible be-
tween all education and the require-
ments of daily life, a demand which may
easily become excessive and inimical to
the best objects of education, but which
has much to be said in its support and
which will surely be beneficial.

SECURING THE BEST RESULTS

Given, then, the work to be done and
the training of the employee so far pro-
vided, what remains to the management
in order to secure the best results?

The banks in their administration
seem to stand entirely apart from the
labor question which is perpetually agi-
tating the rest of the world. There are
rumors of strikes in banks in other coun-
tries, but they attract little attention.
They seem utterly novel and excep-
tional. The important fact is that while
the banks employ few wage-earners, and
their contact with the public is not so
close or at so many points as is that of
other businesses, human nature is the
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same; and because the relation does not
to-day demand consideration and is not
troublesome, there may be the more rea-
son for giving it attention. The fact
that their employees can almost every-
where, at least in the cities, be counted
by the hundred, and that because of the
rapid growth of the banks they are
largely young men, they are sure to re-
spond to the temper of the times, and
to know and be able ‘to estimate the
influences and projects that are in the
air. Neither their ignorance nor their
indifference to these can be counted on.

There are many devices for meeting
the unrest of labor in the various manu-
facturing corporations. = Many are
manifestly superficial or to meet emer-
gencies. Some bear witness to a sincere
purpose to secure permanent peace, but
fail because they do not reach the roots
of the difficulty. The experiments have
brought to light two elements of the
situation that are widely recognized and
fundamental. One is the power of a
clear and constant recognition on the
part of the workman of the intimate re-
lation of his work to the work of his
fellows and to the final product of the
business. This has already been carried
out in some industries with such results
as to establish its value.

Another, earlier asserted and even
more extensively demanded, is a share
in the management. At once it appears
that while possibly the relatively impor-
tant relations of the work of the indi-
vidual in the bank and the work of his .
fellows to the business of the bank
is sufficiently known to all, a share in
the management is in the nature of the
case both undesirable and impossible.
The chief officers are few in number,
are carefully selected, and are excep-
tionally experienced. Their duties can
hardly be distributed, and cannot be
transferred. The directors are a class
by themselves, and are chiefly valuable
because they represent outside business.
They have little to do with the manage-
ment.

Yet the feeling behind the demand
remains. Call it the Zeit Geist if you
will. Eager growing ability, especially
in the world to-day, reaches after some
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understanding of the task, both in rela-
tion to the world at large and to one’s
own future, and some directing share in
its application. It has been proved that
even ‘“welfare” aid in the way of better
housing and noonday meals, or provi-
dent funds, does not satisfy unless it is
more or less in the hands of those to be
benefited by it. Profit-sharing or op-
portunity to purchase stock alike fall
short, and occasional, even generous,
“bonuses” in the form of doles, much
as the money may be needed, do not
meet the situation.

GIVING EMPLOYEES PERSONAL
RECOGNITION

It remains to find some way to give
to all bank employees quite as fully as
to other men some sense of personal
recognition, some appeal to individual
ambition, some opportunity for personal
touch with the business of the bank in
its larger relations.

This means that the bank much be
regarded by its officers as something
more than a means of making money.
It has an important place in the life
of the community; it sustains and pro-
motes its business and industries; it
strengthens the character and guards
the good name of the citizens, as it pro-
tects business credit. To-day it is reach-
ing out in the larger business, and has
already become a leading factor in the
commerce and prosperity of the world.
Bankers are, as never before, called to
be men of vision. Their own sons have
in the past shown small desire to share
their fathers’ occupation, because it had
few attractions for them. As a money-
making device it did not interest them.
Generally, they had money enough in
sight already, and it meant nothing
more. To-day it can demand their
worthiest effort, if it is rightly viewed.

This is equally true if applied to the
men who are doing the work. They and
their work can be related in one way
and another to these larger aims. They
too can be given something of vision,
and can be brought into touch with the
benefits which the bank renders. It
meets a human need that is beneficial
and natural.
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To a limited degree and in a single
relation the establishing of branch
banks gives this opportunity to a few
picked men. But even this is carefully
restricted, and if the truth were told it
would be found that in the larger banks
certain men bearing official names and
in relatively high position are little
more than superior clerks, having small
initiative and little if any interest in the
ultimate result of the business of the
bank, and often no guarantee of per-
manence.

CHANGED CONDITIONS IN BUSINESS

The day of the old-time apprentice
who lived in his master’s household and
sometimes married his daughter has
long since gone. Power machinery and
the corporation have created the new
conditions. These must be dealt with,
and their limitations, as they appear in
the alienation of labor and capital and
the wide social unrest, fairly and hon-
estly attacked.

In 1911 when the great railway strike
occurred in England the London and
South Western Railroad was not dis-
turbed. The men on that road knew
the general manager so well and trusted
him so completely that the whole body
stood loyal. The heads of many busi-
ness corporations have discovered the
importance of this personal touch and
are seeking to establish it with their
employees. They are assuring to them
free personal access. They go much
among them and miss no opportunity of
showing personal interest. They guar-
antee permanency of employment and
prospect of advance for every one who
shows himself fit. In short, they keep
uppermost the human side of the rela-
tion; and that lies at the very center
of the problem.

It was to meet an obvious necessity
that the National City Bank of New
York when it planned to go extensively
into foreign business, and competent
clerks could not be found, should open
under its own roof a special school for
its employees. This has grown greatly
and proved a success. The Canadian
Bankers Association has established re-
lations with Queens University of
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Kingston which offers examinations in
banking courses to meet the needs of the
banks; and our American universities
are offering extensive courses in similar
lines. But as yet little is done to spread
the impression that the banks offer a
career to ambitious and educated young
men not less worthy than do the profes-
sions, where high culture, knowledge of
foreign languages, and advanced special
attainments are appreciated and where
the staff as a whole may find a perma-
nent career that is worthy of their best
endeavor and is exceptionally sure of
fit reward.

The time has come when the mana-
gers are taking a new and broad view
of their business and position and begin
to realize that they must surround
themselves with men who are capable of
similar outlook.

All this. however, is a matter of ad-
justment. If the purpose is there, a
way will be found; and the very attempt
will quicken interest and create a vital-
ized atmosphere.

Certain is it that when faithful men
are seen running down in vigor of body
and mind from the effect of a treadmill
life, as unfortunately has been too
often the case in banks; when here
and there another breaks down or goes
wrong from worry over his inability be-
cause of inadequate salary to support
his family or to pay the mortgage on his
home; or in a great banking house a cul-
tured woman in an important position
attained by faithful service sees nothing
before her, and on occasion works six-
teen hours uninterruptedly without any
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recognition; and when sons of bank
presidents have no desire to succeed
their fathers, and can rarely be found
in that position, the fact that there are .
no strikes and no noisy discontent by
no means proves that there is no reason
for regarding one’s self removed from
the problems of the day, and exempt
from disturbance.

A BETTER VIEW OF ‘‘WALL STREET”’

Unhappily, and with much injustice
in the United States, “Wall Street” as
a generic term has been made a name
of ill-omen to the country. It is already
in the way of removing the stigma, and
our leading bankers, equally with the
masters of certain great industries, are
showing the spirit and finding the way
to raise the level of the common life and
once more to establish enduring peace.
It is certain that such peace will not
come by the “‘concurrence of fortuitous
events” or without the intelligent action
of our wisest and best men. Early in
the war one of the most brilliant of the
British generals, addressing a school of
young officers, said: ‘““Remember that
though you are officers and the men are
privates, still we are all comrades in
the great dangers and the great strug-
gle. Make the men feel that you real-
ize this comradeship and love it. Do
not overlook the fact that the British
soldier has a great soul, and can appre-
ciate what courage, honor, patriotism
and self-sacrifice mean.” Other men
also have ‘““a soul,” and camaraderie
is the open door to it for men who
would lead.

ay

VG



Observations of an Outsider
A Non-Banker Gives His View-Point on Banking Service

THE Christmas Savings Club move-

ment seems to gain each year.
Some bankers scoff at it, others feel
that it is a valuable “feeder” to the
other departments of the banks. As a
mere Outsider I know little of the pros
and cons, but I can’t help feeling that
any movement that brings new people
into touch with a bank is worthy of be-
ing worked to the point where a paying
percentage of these new people are
made into regular customers. If a
Christmas Savings Club isn’t accom-
plishing that I should say that it isn’t
being run right.

—0—.

I have watched with interest the de-
velopment of advertising among the
smaller banks. There has been a great
improvement in the past five years, in
fact I think some of the smaller banks
have advanced further than some of the
larger ones in making their advertising
“human.” After all, the relations be-
tween a bank and its customers are very
personal and there is a great deal of
real personal service performed by a
bank for its customers that the latter
appreciate warmly and which would at-
tract many new customers if the facts
were properly brought out in the bank’s
advertising. There is too much general-
izing on the word ‘‘service”—it can
easily be made specific.

-——o———

One of the banks in a city I visit fre-
quently has a large and growing safe
deposit department, which they adver-
tise constantly. In this advertising
they do not feature the protection af-
forded by steel and concrete half as
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much as they do the protection afforded
by the “experience and training” of the
officers and clerks in charge of the de-
partment. They tell me that they have
found this advertising to have been very
effective, and they hear frequent refer-
ences to it. It seems to me that the
psychology of it is that people take the
‘“‘steel and concrete” part of it as a mat-
ter-of-course, while the further thought
of trained, experienced human watch-
fulness makes the guardianship of their
valuables seem far more complete and
real. —_————

One of the commercial banks in my
city makes a practice of sending out
with its customers’ monthly statements
some brief, well-worded bit of advertis-
ing matter for one of the other depart-
ments of the bank. One month it may
be a few words about the Savings De-
partment; another time it is the Safe
Deposit Department; and again it may
be a brief word about Trade Accept-
ances. These bits of advertising reach
the customer at a time when his mind
is turned toward banking matters—and
the plan is working out well.

—_——

I met an “old line” banker a while
ago and in the course of the conversa-
tion he smiled benevolently and said
that his bank and the only other bank
in town were “in no sense competitors,
but worked together in perfect har-
mony,” and then he spent the next fif-
teen minutes “panning” the other bank,
its methods, its officers, directors, his-
tory and prospects. If that was his
idea of “harmony” I should hate to see
him really “compete.”
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Banking and Commercial Law

Important Decisions of Current Interest Handed Down by State and Federal Courts
Upon Questions of the Law of Banking and Negotiable Instruments

Collection of Checks at Par by
Federal Reserve Banks

American Bank & Trust Co. v. Federal Re-
serve Bank of Atlanta, United
States Circuit Court of Ap-
peals, November, 1920.

NDER section 13 of the Federal
Reserve Act the Federal Re-
serve Banks may receive checks

for collection, but they must collect them
at par and are not allowed to pay ex-
change charges. Section 18 declares
that “no such charges shall be made
against the Federal Reserve Banks.”
It is held that the banks, on which
checks held by a Federal Reserve Bank
are drawn, refuse to remit for such
checks at par by mail; the Federal Re-
serve Bank is acting within its author-
ity in presenting such checks for pay-
ment over the counters of the drawee
banks. And they are authorized to in-
cur any necessary expense in making
collections in this manner. The object
of the clause prohibiting Federal Re-
serve Banks from paying exchange
charges is not to conserve the assets of
the Federal Reserve Banks but to bring
about a universal par clearance system.
It is also held that, where an action is
started against a Federal Reserve Bank
in a state court, the action may be re-
moved to the United States courts.

OPINION

GRUBB, District Judge—This is an
appeal from a decree in equity of the
District Court of the United States for
the Northern District of Georgia, dis-
missing the bill or petition for want of
equity. The suit was originally brought
in the Superior Court of Fulton County,
Georgia, and was removed to the Dis-
trict Court of the United States for the
Northern District of Georgia, by the
appellee, the Federal Reserve Bank of
Atlanta. The appellants were State
banks of Georgia, not members of the
Federal Reserve System. The relief
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prayed for in the petition filed -in the
State Court was an injunction against
the appellees, restraining them from col-
lecting checks drawn on appellants “ex-
cept in the usual and ordinary channel
of collecting checks through correspond-
ent banks or clearing houses.” the pur-
pose being to prevent collection through
agents presenting the checks over the
banks’ counter. The appellants moved
to remand the cause to the State Court
which was denied, and the bill was dis-
missed on the appellees’ motion to dis-
miss for want of equity. The appeal
presents the questions of the correct-
ness of the rulings of the District Court
(1) in refusing to remand the case. and
(2) in dismissing the bill on the merits.

(1) The jurisdictional amount is
conceded to be present. There was no
diversity of citizenship claimed. Re-
moval was granted because the cause
was considered to be one arising under
the Constitution and laws of the United
States. This because (1) the defend-
ant, the Federal Reserve Bank, was in-
corporated under an Act of Congress.
and was neither a railroad corporation,
nor a national banking association; and
(2) because the appellants’ petition or
bill, as amended, introduced a federal
question into the record, in that it
charged the acts of the defendants,
sought to be enjoined, to be ultra vires
of the powers of the appellee, the Re-
serve Bank, granted by the Federal Re-
scrve Act and its amendments. If the
District Court had original jurisdiction
of the cause of action for either or both
of the reasons mentioned, the cause was
properly removed. The appellants con-
tend that the Federal Reserve Bank is
a national banking association, the pres-
ence of which as a party defendant
would not introduce a question arising
under the laws of the United States, and
that there is no other such question pre-
sented by the appellants’ petition or
bill.

We think the United States District
Court had original jurisdiction of the
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cause of action for both of the reasons
assigned. The case of Osborn vs. Bank
of the United States, 9th Wheat. 738,
supported by many subsequent decisions
of the Supreme Court, settles the ques-
tion of the jurisdiction of the Federal
Court in cases in which one of the
parties is a corporation, which owes its
creation to an Act of Congress, unless
another Act of Congress has withdrawn
such jurisdiction. Nor is it important
whether the federal incorporation occu-
pies the position of plaintiff or of de-
fendant in the action. This is true un-
less a long line of Supreme Court de-
cisions, in which jurisdiction was sus-
tained upon this ground, without ref-
erence to the position of the corpora-
tion in the line-up of the parties, be dis-
regarded. From this follows the right
of a federal incorporation made defend-
ant in a cause in a State Court, to re-
move the cause to the Federal Court,
unless prohibited by an Act of Con-
gress. Texas & Pacific R. R. Co. vs.
Cody, 166 U. S. 606-609; Washington
& Idaho R. R. Co. vs. Coeur D’Alene
Ry. Co., 160 U. S. 177-193. Con-
gress has withdrawn jurisdiction only
in cases of railroad companies and
national banking associations. The con-
tention of appellants is that the Fed-
eral Reserve Bank of Atlanta is a na-
tional banking association within the
meaning of the Act of July 12, 1882, C.
290; the Judiciary Act of March 8,
1887, as corrected by the Act of August
13, 1888, C. 886, Sec. +; and by Section
24 of the Judicial Code of 1911. The
prohibiting clause of the latter is:—
“and all national banking associations
established under the laws of the United
States shall for the purpose of all other
actions against them, real, personal, or
mixed, and all suits in equity, be deemed
citizens of the States in which they are
respectively located.” If this language
applies to the Federal Reserve Banks,
it withdraws jurisdiction from the Fed-
eral Courts, in cases in which they are
parties, and in which no other ground
of jurisdiction appears in the record.
We do not think it can be held to apply.
At the time of the original limitation
of jurisdiction in the Act of July 12,
1882, and at the time of its renewals in
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the Judiciary Act of 1887, and in the
Judicial Code of 1911, Federal Reserve
Banks were unknown. The only na-
tional banking associations then existent
were the national banks organized under
the national banking laws. The ques-
tion is whether Congress intended to in-
clude within this designation banks to
be subseauentlv created of the nature
of the Federal Reserve Banks. The an-
swer will depend unon the result of a
comparison instituted between the na-
tional banks and the reserve banks, and
is to be determined, not so much by
points of identitv (for all banks have
many such) but by points of difference.
The important differences between na-
tional banks and reserve banks, so far
as the solution of this question is con-
cerned are (1) the disparity in the num-
ber of each class and (2) that the re-
serve banks are banks of deposit and
discount for other banks only and not
for the general public. There are manv
other important differences but we think
the two mentioned are determinative.
The one class, small in number, acts as
governmental fiscal agencies with no
general clientele; the other class serves
the public generally and locally, and are
necessarily numerous. That all the
provisions of the National Banking Act
could be made applicable appropriately
or safely to the class of reserve banks
is clearly impossible. Yet the same rea-
soning that would apply the limitation
of jurisdiction imposed upon national
banks to reserve banks would make it
necessary to apply all other limitations
against the grants in favor of national
banks to reserve banks. If the reserve
banks are national banking associations
within the meaning of the Act of July
12, 1882, and its successors, for one
purpose, they are so for all purposes
of the national banking laws. Such a
conclusion would be a dangerous one,
and lead to unforseeable consequences.
We think it safer to conclude that Con-
gress intended national banking associa-
tions to include only those that were
then being created or those of a kindred
nature that might thereafter be created;
and that the differences between ordi-
nary banks of deposit and discount with
the public as customers and banks
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whose only permissible stockholders and
customers are the government and other
banks, and which are more governmental
agencies than private institutions, are
not within the purview of national bank-
ing associations, as contemplated by
Congress when it enacted the limitation
upon the jurisdiction of national bank-
ing associations. In view of the paucity
in number of the reserve banks, and
their more intimate relation to the gov-
ernment, and their more remote contact
with the general public, Congress may
well have found reason not to withdraw
the jurisdiction of the Federal Courts
from them by reason of their federal
incorporation; though it had done so in
the case of national banks. There is
no express withholding of such juris-
diction. To imply it, wouuld necessarily
lead to other implications, so far-reach-
ing and difficult to anticipate, that we
do not think it should be implied.

If the fact of federal incorporation
of the Reserve Banks confers jurisdic-
tion on the Federal Court, the fact that
the officers of the appellee bank are
made individual co-defendants with it
and that they are citizens of Georgia,
does not prevent removal. Matter of
Dunn, 212 U. S. 374.

(2) The amendment to the bill or
petition of appellants charged that the
acts of the appellees sought to be en-
joined, if committed, would be commit-
ted in exce. of the powers of the Fed-
eral Reserve Bank of Atlanta, and in
violation of the provision of the Federal
Reserve Act. Paragraph 9 of the
amendment charges that “the coercive
measures, now threatened, are not only
not authorized or required by the terms
of the Federal Reserve Act, which in-
cludes the charter of defendant reserve
bank, but express provision is found
therein for the performance of all clear-
ing house functions, therein imposed in
the regular way and through orderly
banking channels, applicable to non-
member banks, as well as member banks.
Wherefore plaintiffs charge that the
threatened coercive measures are ultra
vires the charter of defendant Reserve
Bank and the execution thereof by the
individual defendants would be illegal
and should be enjoined.” The purpose
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of the petition or bill was not to en-
force the collection of compensation for
services availed of by the defendant
reserve bank at their reasonable value
under the common law right. It was
to compel the defendant bank to avail
itself of such services, or, as an alter-
native, to abstain from handling the
plaintiff’s check for collector. The bill
prayed that the defendant bank be en-
joined from presenting petitioners’ or
plaintiffs’ checks for collection in any
but the usual way through correspond-
ence and remittance. Section 13 of the
Federal Reserve Act provided that “no
such charges (for remission) shall be
made against the Federal Reserve
Banks.” Appellants’ contention is that
this prohibition prevents the Federal
Reserve Banks from expending money
in any way for the collection and re-
mission of the proceeds of checks and
drafts, drawn on non-member and non-
depositing banks and that any attempt
to collect such checks and drafts, by
presenting them over the counter to
drawee banks, which would not remit
for them at par, was unauthorized and
ultra vires of the powers of the Re-
serve Banks, under the Federal Reserve
Act; and appellants ask that the de-
fendant bank be enjoined from handling
such checks and drafts in the manner
stated for that reason. Appellee, the
Reserve Bank, asserts its right under the
same provision of the Federal Reserve
Act, to collect such checks and drafts
by any method, provided it makes no
payments to remitting banks for serv-
ices in remitting. Plaintiffs’ cause of
action was the alleged wrong asserted
bv them to be caused by such collec-
tions. One ground upon which the
wrong was urged, is that the Reserve
Bank is forbidden by the Reserve Act
to make collection of checks and drafts
in this manner. This presents for de-
cision the proper construction of the
quoted provisions of the Federal Re-
serve Act, and it was presented in the
plaintiff’s own statement of their cause
of action in the amendment to the bill
and not as suggested or anticipated de-
fence which the defendants might be ex-
pected to set up as an answer to the
plaintiffs’ cause of action. The solution
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of this question depends upon the con-
struction to be given Sections 138 and
16 of the Federal Reserve Act and not
merely to a chartered power of the de-
fendant bank. The plaintiffs having in-
jected this federal question into their
statement of their cause of action, the
case was thereby made removable, as
one arising under the laws of the United
States.

We think the District Court of the
United States properly entertained ju-
risdiction for both reasons.

Coming to the merits, the appellants’
cause of action is the prevention by
injunction of the Federal Reserve Bank
of Atlanta from collecting checks drawn
on appellants’ banks, in any other way
than by correspondence and the” remit-
ting of the proceeds of the check by
the bank on which it was drawn. The
usage of the complaining banks had
been to make a deduction from the
amount of the check in remitting the
proceeds to cover the so-called ‘“‘ex-
change,” or cost of remitting This
charge could only be applied in cases
in which the check was forwarded
through the mails to the drawee bank.
If the check was presented over the
counter of the drawee bank either by the
payee or his agent, the full amount of
the check was required to be paid, and
the drawee bank was defeated in its en-
deavor to collect exchange on it. The
purpose of the bill was to prevent the
Federal Reserve Bank from handling
checks on appellants and on other non-
member state banks except through the
regular channel of correspondence or
clearing. Section 18 of the Federal Re-
serve Act as amended prohibited the
Federal Reserve Bank from paying for
the cost of remission. Consequently it
was disabled from collecting through the
regular channel from all banks which in-
sisted on deducting for the cost of re-
mission. In the case of all such banks
it had the alternative of not handling
their checks at all or of presenting them
for collection over the counters of the
drawee banks by agents, express com-
panies or the postal authorities. One
contention of the appellants is that the
Federal Reserve Act prohibited the Re-
serve Banks from handling any check,
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the collection of which entailed any ex-
pense, to whomsoever payable; and that
their endeavor to collect checks by pre-
senting them at the counter of the
drawee was ultra vires, because expense
was necessarily incident to that method.
Another contention of appellants is that
though the Federal Reserve Bank had
the lawful right to handle such checks
it was making or intending to make an
oppressive use of its right, by so exer-
cising it as to amount to coercion or
duress and with a wrongful and ma-
licious motive.

If the Federal Reserve Bank had
availed itself of the services of the com-
plaining banks in the remission of the
proceeds of checks sent them for col-
lection through the mails, in view of
their known usage to deduct for ex-
change it would have been liable for the
reasonable value of such services, ex-
cept for the statutory inhibition against
it. The purpose of the bill, however, is
not to collect compensation for services
rendered and to which the banks had a
property right; but to compel the Fed-
eral Reserve Bank to avail itself of
services, which it was unwilling to and
disabled from accepting, by restraining
it from using any method which did not
require the use of such services. Com-
plaining banks had no property right
that was infringed by the refusal of the
Federal Reserve Bank to avail itself of
their services in remitting or that a
court of equity could be called upon
to protect. It was under no legal duty
to accept the services of the complaining
banks, even had there been no statutory
obstacle to its doing so. It also had the
legal right to present the checks of the
complammg banks to them for payment
singly or in numbers over their counters
and it was the absolute duty of the com-
plaining banks to pay the full amount
of such checks without deduction, when
so presented. This is disputed by ap-
pellants only because of the statutory
prohibition' against the Federal Reserve
Banks paying the cost of remission of
the proceeds of checks collected by it.
It is contended that this provision not
only prohibited the Reserve Banks from
paving exchange to remitting banks on
which the checks were drawn: but also
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from paying expense of any kind or to
any person for collecting checks; and
that as a consequence the Federal Re-
serve Banks were withoat power to han-’
dle any checks for collection, where such
collection was attended with expense of
any kind. If so, it would follow that
the endeavor to collect checks over the
counter through paid agents was within
the prohibition of the Federal Reserve
Act as amended and ultra vires.
Whether appellants’ construction of the
prohibiting clause is correct depends
upon the purpose it was intended to sub-
serve. Appellants’ contention is that
its purpose was to conserve the assets
of the Reserve Bank. Appellees’ con-
tention is that it was to aid in accom-
plishing a uniform par clearance sys-
tem. In view of the purpose of Con-
gress to effect the latter object, we
think the appellees’ construction is the
correct one, and that the prohibition is
limited to a charge against and payment
of the charge to a remitting bank, and
does not prevent the Federal Reserve
Banks from expending money for col-
lection of checks in any other way in
an endeavor to accomplish a uniform
system of par clearance. It follows
that the acts of the Federal Reserve
Bank complained of are within its legal
powers. Conceding that they were ultra
vires solelv because entailing an unau-
thorized disposition of the hanks’ as-
sets, the appellants and intervenors,
who were neither stockholders nor cred-
itors of the Reserve Bank. would have
no standing to complain of such a dis-
position, because of a collateral injury
to them. The right to make complaint
on that ground would be confined to
the United States or to individuals who
were injured by the depletion of the
banks’ assets. If the purpose of the
prohibition was altogether to save ex-
pense to the Federal Reserve Banks and
if the Statute evinced no policy to pre-
vent the Reserve Banks from handling
checks of non-members and non-depos-
iting banks, if it incurred no expense;
the mere incidental injury that appel-
lants suffered from the handling of
such checks, would give it no right to
complain of an expenditure from which
it could suffer no injury. The Federal
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Reserve Act does not only not evince
a purpose to deny to the Reserve Bank
the power to collect checks of non-mem-
ber and non-depositing banks, but ex-
hibits a general policy to encourage a
uniform and universal system, of par
clearance, which could only be accom-
plished by conferring power upon the
Reserve Bank to handle checks drawn
on all banks upon any terms that might
be essential except the payment to the
remitting bank of compensation for re-
mitting.

The appellants contend further that,
even if the Federal Reserve Bank had
the right to handle checks of non-mem-
ber banks by presenting over the coun-
ter, it could not exercise that right op-
pressively; that it was threatening to
do so, and should therefore have been
enjoined. The prayer of the bill is not
limited to an oppressive use of the
method complained of but extends to
any use of it whatsoever. The bill seeks
to enjoin the appellee bank “from col-
lecting or attempting to collect any
check agaiust petitioners. or against any
other bank in like condition, who may
become a party hereto, except in the
usual and ordinary channel of collectin~
checks through correspondent banks of
clearing houses, said channels being well
established and well understood by de-
fendants and all others familiar with
the banking business.” Appellants’
complaint is of the method and not of
an abuse of it. The effect of the writ
prayed for would be to entirely prevent
the appellee bank from collecting checks
in any other way than by transmission
to the drawee bank, and the remission
of the proceeds by the drawee bank
through the mails; and so to prevent
their collection by presentation over the
counter even though presented regularly
and without accumulation.

The right to the relief sought is also
based upon the doctrine of conspiracy.
An illegal conspiracy is not predicable
upon the doing of a lawful thing by
lawful means, even when done in
concert or combination. The bill
fails to show a concert or combination
that would amount to a conspiracy in
law, though its object or the means
by which it was to be accomplished
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were unlawful. The acts complained
of were those of the defendant, the
Federal Reserve Bank. No legal con-
spiracy could exist between it and its
officers the other defendants. The
amended bill charges a conspiracy be-
tween the Federal Reserve Bank of At-
lanta and the Federal Banks of other
districts, upon the theory that all the
Federal Reserve Banks are under con-
trol of the Federal Reserve Board. The
Federal Reserve Banks of other dis-
tricts have no power to act upon the
petitioners or the intervenors. Their
jurisdiction in that respect is confined
to their own districts. Being without
power to injure the complaining banks
they could not be members of a con-
spiracy against such banks. The mem-
bers of the Federal Reserve Board are
not charged as conspirators. That other
Federal Reserve Banks had taken coer-
cive steps against State Banks in their
districts to enforce the par clearance
policy, as charged on hearsay informa-
tion in the amended bill, has no bear-
ing on the cause of action relied upon
by appellants in this case. Appellants
can take nothing from the doctrine of
conspiracy.

The principle that one must so use
his property as not to unnecessarily and
maliciously injure his neighbor, even
though his act is otherwise lawful, is
also invoked. Conceding that the ac-
cumulating of checks, and their presen-
tation, when accumulated, with the in-
tent to embarrass and injure the drawee
bank, might constitute an actionable
wrong and one that might be prevented
by injunction; we do not think the
amended bill presents any such case.
There is no specific charge in the bill of
any threat to present the checks in any
accumulated or oppressive manner, on
which a court of equity would be justi-
fied in acting. Nor does the bill charge
the appellee bank with acting from a
merely malicious motive if that is ma-
terial. It does aver that the purpose
of the appellee was to compel the ap-
pellants to accept the lesser of two evils
and to remit at par for checks drawn
upon it. If this charge was borne out
by the exhibits, which it is not, it would
not constitute legal duress, on which a
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legal complaint could be predicated.
The exhibits show that the adoption of
a system of universal par clearance was
advocated in good faith by the appellee
bank as a proper banking policy, and as
well by Congress and the Federal Re-
serve Board. The adoption of appro-
priate means by the appellee bank to
accomplish this end cannot with any
propriety be attributed to malice on its
part against appellants and other banks
in like condition. Nor does the adop-
tion of the method of presenting checks
over the counters of the drawee bank
imply an attempt to coerce them into
becoming member or depositing banks.
The Federal Reserve Bank was inter-
ested to supply a universal clearance

‘at _par for its member and depositing

banks. It could accomplish this only
by accepting from its member and de-
positing banks all checks tendered it by
them upon whatever banks drawn. If
drawn upon a non-member and non-
depositing bank, which refused to remit
at par, it was disabled under the statute
from handling such checks through the
method of transmission of the checks
and remittance of the proceeds through
the mails. It could only collect such
checks by presentation in person to the
drawee bank. It is therefore reasonable
to suppose that its declared purpose of
making such presentation was in fur-
therance of its policy of furnishing com-
plete clearing facilities to its member
banks, and was not for the purpose of
injuring or destroying the drawee banks,
or of coercing them into becoming mem-
ber or. depositing banks with it. It
constituted an essential step without
which universal par clearance was not
possible of accomplishment.

We conclude that the District Court
had jurisdiction and that its decree dis-
missing the bill for want of equity was
without error and it is therefore affirmed.

&

Filling in Name of Payee
Finley v. Rose, Court of Appeals of Ken-
tucky, 224 S. W. Rep. 1059.

A note payable six months after date
was blank as to the payee’s name. A
short while after the maturity of the
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note, the payee died without havmg
filled in his name as payee. About six
years later his executors filled in the
decedent’s name as payee and brought
suit on the note. It was held that the
executors were entitled to recover on
the note. The holder of a note,
blank as to the payee, may fill in his
own name or the name of any other
person, as payee, unless his authority
has in some way been limited by the
maker. And the fact that the person,
whose name is written in the blank
space, is dead does not alter the situa-
tion. The court points out that ‘“mani-
festly, plaintiffs (executors), as holders
of the note, had the right to fill in the
blank, and make the note payable to
themselves as executors, with the con-
sequent right to bring suit in their
names. By inserting the name of the
deceased holder they merely accom-
plished the same purpose in another
way.”

OPINION
Appeal from Cnrcmt Court, Whitley
County.
Suit by F. W. Finley and another

against R. S. Rose, etc. From judg-
ment for defendants, plaintiffs pray ap-
peal. Appeal granted, judgment re-
versed, and cause remanded for new
trial consistent with the opinion.
CLAY, C. F.W. Finley and Charles
Finley, as executors of H. F. Finley, de-
ceased, brought this suit to recover on
a promissory note for $200, dated De-
cember 1, 1908, payable six months
after date “to the order of ——”
and purporting to have been executed
bv R. S. Rose and W. T. Davis with
U. S. Ingram as surety. Besides other
defenses which were controverted by re-
ply, the defendants pleaded as follows:
That when the note was signed and de-
livered, there was no name of any per-
son as payee therein; that said writing
remained in that form until after the
death of H. F. Finley and the maturity
of the note, when the same was mate-
rially altered by inserting in the face
of said writing on said blank line and
above the signatures thereto, the name
of H. F. Finley as payee; that said
alteration was made by plaintiffs; that
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said writing was never completed and
was never an obligation upon defend-
ants, and no cause of action to enforce
same as against defendants ever ac-
crued to said Finley, or to his estate, or
to plaintiffs; and that the alteration was
made without authority from the defend-
ants, or any of them, and without their
knowledge or consent. To this para-
graph of the answer plaintiffs filed a
reply, denying that the writing had been
materially altered by inserting on the
face thereof the name of H. F. Finley
as payee, or that the writing was never
a binding obligation upon defendants, or
that no cause of action, or right to en-
force same, ever accrued to said Finley,
or to his estate, or to plaintiffs, but not
denying that the name of H. F. Finley
was inserted in the blank after Finley’s
death and the maturity of the note. To
this paragraph of the reply a demurrer
was sustained, and, plaintiffs having de-
clined to plead further, judgment was
rendered in favor of defendants. Plain-
tiffs have moved for an appeal.

The rule is well settled that the name
of the payee may be left blank, which
makes the instrument payable in effect
to bearer, and in such case the blank
may be filled in by the holder. 8 C. J.
p. 170, section 287. In the early case
of Bank of Kentucky v. Garey, 6 B.
Mon. 626, the rule is thus stated:

“It seems also to be well settled that
the holder of a bill payable to ——,
may insert his own name as payee, and
that this may be done by any bona fide
holder, and when done, that it will be
deemed a bill, payable to such holder,
as payee, ab initio. Story on Bills, sec-
tion 54; Chitty on Bills, 63, and au-
thorities there cited; Ibid. 177, 178.

“The authority of the holder thus to
fill the blank in the bill, and to fill up
the blank indorsement thereon, is im-
plied by law from the mere acts of the
parties in signing and indorsing it. It
is but carrying out their presumed in-
tention to render themselves responsible
and that the instrument should be ren-
dered complete and available as a bill
in the hands of a bona fide purchaser or
holder.”

It is also the rule that a note issued
in blank to the payees named may be
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filled up at any time, even at the trial.
8 R. C. L. p. 881; Bank of Kentucky
v. Garey, supra.

While the above rule is conceded, it
is insisted that the act of plaintiffs in
inserting the name of H. F. Finley, as
payee, was invalid because Finley was
then dead, and because of the further
fact that it was not done within a rea-
sonable time. In support of this posi-
tion it is argued that the law contem-
plates that the note should be made
payable to a specified person, which
necessarily means a person in being, and
therefore no one has authority to insert
the name of a payee who was dead at
the time. This position is too technical
for us to sanction. Manifestly, plain-
tiffs, as holders of the note, had the
right to fill in the blank and make the
note payable to themselves as executors,
with the consequent right to bring suit
in their names. By inserting the name
of the deceased holder, they merely ac-
complished the same purpose in a dif-
ferent way. The note then became pay-
able to him from the beginning, and
plaintiffs, as the executors of the de-
ceased holder, succeeded to his rights
and were entitled to sue on the note.
In so holding, the original purpose of
the parties is carried out and no right of
* the makers is injuriously affected. We
therefore conclude that the insertion of
the name of the deceased holder as a
payee was not fatal to a recovery on
the note.

The note was dated December 1,
1908, and was payable six months from
date. H. F. Finley, the holder, died on
October 16, 1909. Suit was brought on
September 14, 1915, and the blank was
filled in before this suit was brought.
It is therefore insisted that the blank
was not filled in within a reasonable
time. There are certain kinds of blanks
where a delay of much less than seven
years in filling them might be alto-
gether unreasonable; but where, as in
this case, only the name of the payee
is left blank, and both of the joint mak-
ers are alive, and the note has never
been negotiated so as to cut off defences.
we are unable to perceive how the rights
of the makers have been prejudiced by
the delay of seven years. That being
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true, we hold that the delay in filling
the blank was not fatal to a recovery
on the note.

Wherefore the appeal is granted; the
judgment is reversed and the cause re-
manded for a new trial consistent with
this opinion.

&

Liability of Bank for €ashier’s
Wrongful Act

First National Bank of Ocilla v. Harris,
Court of Appeals of Georgia,
104 S. E. Rep. 574.

The cashier of the defendant bank
represented to the plaintiff, a deposi-
tor in the bank, that the bank’s presi-
dent wished to borrow $1,000 at 10 per
cent. interest. The depositor drew a
check for the amount against her ac-
count, payable to the president, and de-
livered it to the cashier. The cashier
forged the indorsement and collected
the proceeds which he appropriated. He
delivered to the depositor a note pur-
porting to have been signed by the pres-
ident, but which in fact was a forgery.
Neither the president nor any other offi-
cer of the bank had any knowledge of
what the cashier was doing. It was
held that the bank was responsible to
the depositor for the fraud practiced
by its cashier.

OPINION

Action by Mrs. W. M. Harris against
the First National Bank of Ocilla.
From a judgment entered on a directed
verdict for plaintiff, defendant brings
error. Affirmed.

The petition and the evidence tended
to show the following facts: Plaintiff
had on deposit in defendant’s bank
$1,000. Through her agent she drew
a check for such amount which was de-
livered to one E. A. Tapp, cashier of
such bank, on his representation that
one J. E. Howell wished to borrow on
his note $1,000, agreement being that
Howell would sign note as principal and
Tapp as surety. Tapp forged the name
of Howell to the note, and forged in-
dorsement on check and appropriated



THE BANKERS MAGAZINE 58

the money and later absconded. Vari-
ous defences were interposed to show
nonliability of the bank for paying out
the money on the forged indorsement,
which defenses were made the grounds
of the motion for a new trial. Defend-
ant bank claimed that it was not liable
because by the law of the United States
a national bank cannot lend money for
others, and that the transactions through
the cashier violated this law. The bank
defended liability, also on the ground
that plaintiff was negligent in taking
a note from Tapp, with interest at 10
per cent., when to his knowledge, How-
ell, a man of wealth and president of
the bank, could have easily secured
loans of money at 6 or 8 per cent. The
bank also contended that, inasmuch as
Tapp, the cashier, was in a transaction
with plaintiff to make the loan, the
cashier was adversely interested, and
that any notice or act of the cashier
was not the act of the bank, but that
of plaintiff. The bank contended also
that plaintiff looked to Tapp for pay-
ment, and kept the note for 10 months

after maturity without demanding pay-
ment from Howell, the supposed prin-
cipal in the note. Defendant also con-
tends that, the bank having no knowl-
edge and being an innocent party, and
that plaintiff having put it in the power
of Tapp to do wrong, the equitable rule
that, where one of two innocent persons
must suffer, he who made the act pos-
sible should suffer the loss, was ap-
plicable. The bank also contended that
it was not liable because the money rep-
resented by the check actually reached
the person, the said E. A. Tapp, the
person whom the plaintiff intended it
should reach, and that plaintiff had rec-
ognized Tapp as her debtor, instead of
Howell, as she sought to recover the
specific debt from Tapp by, first, at-
tachment, and, secondly, by instituting
bankruptecy proceedings.—Statement by
editor.

BLOODWORTH, J. The court did
not err in directing a verdict for the
plaintiff, nor in overruling the motion
for a new trial.

Judgment affirnied.

uL

A. B. A. Convention

Announcement is made that the Forty-seventh
Annual Convention of the
Association will be held at Los Angeles, Cal., the
week commencing October 2, 1921.

The Spring Meeting of the Executive Council
of the Association will be held at Pinehurst, N. C.,
the week commencing May 1.

American Bankers




Government Expenditure and High Prices

(From a speech delivered by the Right Hon. R. McKenna, Chairman of the London Joint
City and Midland Bank, Ltd., before the University ot Manchester

IN the present state of the world I

would hazard the opinion that in al-
most every country excessive Govern-
ment expenditure is the main factor in
forcing up prices. Many states are com-
pelled by the insufficiency of their rev-
enue to borrow and in their case the
harm done is apparent to everyone. But
when Governments meet their expendi-
ture, however great it may be, by taxa-
tion, there is a current belief that the
whole duty of man has been fulfilled.
I venture however to express the opin-
ion that this belief is a profound delu-
sion. Very heavy taxation will, I main-
tain, affect production injuriously, in-
crease purchasing power and raise the
velocity of expenditure, and for all three
reasons will tend to drive up prices.

First, as to production, I think the
proposition is indisputable that heavy
taxation restricts enterprise. A busi-
ness cannot be developed without much
toil and considerable risk of capital.
The stimulus which urges men to ven-
ture upon new developments is in large
measure the hope of additional profit.
They will not risk their capital if in
the event of their labors proving suc-
cessful nearly the whole of the reward
is to be taken from them.

Again, in a progressive undertaking a
considerable part of the profits every
year is kept in the business. The sav-
ings of one year become capital in the
next. Additional capital is essential to
development, and there is no means of
obtaining it except from the savings of
the community. Heavy taxation which
impounds these savings-:deprives indus-
try of an essential condition of growth.

Next, as to purchasing power, it is
not difficult to show how it is increased
by taxation. Most traders carry on
business not merely with their own cap-
ital, but with the assistance of money
borrowed from banks. Their loan re-
quirements rise and fall in accordance
with the seasonal demands of their
trade, and are essential to its mainten-
ance. These loans from banks, it is
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‘true, increase deposits and therefore in-

crease purchasing power, but a marked
distinction must be drawn between loans
made to traders to facilitate production
or the movement of commodities, and
loans made to cover expenditure which
is not productive. In the former case,
there is an increase of commodities made
available for consumption which serves
as a set-off against the increased pur-
chasing power. As the commodities are
paid for and consumed the loan is paid
off and the purchasing power reduced.
In the latter case, of loans not made
to meet productive expenditure, there is
no such compensation. If, now, heavy
demands are made upon traders for tax-
ation, they are forced either to borrow
more from their banks or else to reduce
the volume of their business. I know
it may be said that the taxation should
be paid out of the income which the
trader ordinarily spends on his own con-
sumption, but my answer is that in this
country for instance Income Tax and
Excess Profits Duty are levied upon the
whole of the trader’s earnings and not
merely upon that part of them which
he devotes to his private expenditure.
We must not forget that with rising
prices more money is required to carry
the same volume of stock, and that un-
less this money is obtained from the ex-
cess of earnings over expenditure it has
to be borrowed. It is in consequence a
very common and in many cases inevit-
able practice in present circumstances
for traders to borrow from their banks
in order to meet the demands of the
tax-collector, and these loans, which in-
crease purchasing power without any
correspouding increase in commodities,
have precisely the same effect upon
prices as if the Government were itself
the borrower.

So far we have seen that heavy taxa-
tion tends to raise prices by hindering
production and increasing purchasing
power. We shall find that it has a no
less powerful influence upon the velocity
of expenditure.
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How Much Do You Know
About Your Bank’s Advertising ?

By WILLIAM F. VIEHMAN, Jr,
Advertising Department, Union Savings Bank, Pittsburgh, Pa.

Joux Joxes walked confidently
into the lobby of the Blank Na-
tional Bank, stepped briskly up
to the nearest teller’s window
and said that he would like to
open an account. Teller Grouch
when he had finished counting
a stack of bills for the fourth
time, looked slowly up, yawned
and said:

“What's that?”

“I would like to open an ac-
count,” said Jones.

“Oh, well, you'll have to see
Mr. Johnson about that.”

A fter some inquiry Jones dis-
covered that Johnson was an
assistant cashier and finally
found his desk in the officers’
quarters. Mr. Johnson was
dictating a letter to a fair
and blond stenographer, and
was far too preoccupied to even
glance at the now slightly
abashed Jones. Finally, how-
ever, he was recognized and
called to the august presence
of the dignified banker.

The interview which followed
left Jones with the settled con-
viction that he was asking the
bank a very great favor to
allow it to keep his account; that
possibly he (Jones) might be
bonest, but of course the bank
had its suspicions until after
they had looked him up; that
the bank was not in the habit
of dealing in such small figures
as those of his meager account
and that on the whole it was
rather nervy for him to bother
them with it.

Jones, now thoroughly wilted,
wel - home and sat down to re-
read the following ad which ap-

peared in that morning’s paper:

COURTRBY

Courtesy in all of its dealings
with the public is a feature of
this bank’'s service.

In this bank you will be ac-
corded the same friendly consid-
eration whether your account be
large or small.

Why not
to-day ?

BLANK NATIONAL BANK.

Evidently this courtesy idea

open an account

never got beyond the advertis-
ing department.

Could this happen in your
bank? Probably not. It is an
exaggerated case but there is
always the danger that some-
thing very like it might happen
unless there is the proper co-
operation between the advertis-
ing department of the bank and
every officer and employee that
deals with the public. )

Many bank officers and em-
ployees take too little interest
and no part in the publicity of
their institution. Its advertis-

(Continued on page 57)

the banking facilities

non-essentials.

1921 -

A Salutation

AY 1921 crown with success the splendid
efforts of bank advertising men to bring

closer and closer to the public!

The ultra-conservatism that marked bank ad-
vertising for so long is slowly but surely giving
way to a more human, man-to-man attitude that
is a distinct moral force in the country.

The War has stripped living of many of its
False - dignity has been swept

of this great country

away. We are, collectively and individually
face to face with big problems, the solution of
which lies in frank discussion and codperative
effort. For a bank to maintain the old-fashioned
air of dignified aloofness under such condttions
is almost suicidal. The bank that really “talks”
man-fashion, to its public through its advertise-
ments, is building up a reserve of confidence that
must ever be a tremendous asset.

May 1921 prove to be a year of achievement
for the bankers whose vision embraces the tre-
mendous potentialities of “‘real” bank advertis-
ing!
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HE week of January
17th is “National
Thrift Week,” an institution
which is being more widely
observed each year by banks
and other organizations
naturally interested in the
economic welfare of the
community. The Y. M. C.
A. is certainly worthy of
much praise in getting back
of this movement, and banks
and bankers taking advertis-
ing advantage of it will prof-
it themselves while at the
same time they are helping
along a worth while project.

&

ANoTHER THING which time
has proved a great success
is the Christmas Savings
Club idea. Millions of dol-
lars were distributed last
month by banks and trust
companies to members of
their Christmas and other
savings clubs. Much of the
money probably would never
have been saved had not the
depositors been induced to
put themselves into the ma-
chinery of the club which
places upon its members a
gentle compulsion "to save
regularly. The best thing
about the club idea is that
it develops the habit of sen-
sible thrift, and while hun-
dreds of thousands of dollars
are withdrawn every Decem-
ber to be spent, hundreds of

thousands of other dollars
are left on deposit in regular
savings accounts, and the
members of one year’s club,
to a great extent, immedi-
ately re-enroll on the books
of the next year’s club.

&

DvuriNg THE temporary re-
cession in business we will
have an opportunity to see
demonstrated again the truth
of the statement that people
save better in poor times
than in good times. Easy
come, easy go, is human
nature, but when there is the
prospect of unemployment
or reduced earnings, the
average individual will think
more of saving than of
spending. '

WEg HAVE oFrEN wondered
why more forceful efforts
are not made to modify the
laws of certain states which
prevent any financial insti-
tution but a savings bank or
a building and loan associa-
tion from using the words
“save” or “saving” in their
advertising. The purpose of
the law is plain enough and
praiseworthy enough — to
prevent unscrupulous con-
cerns from soliciting the
savings of the people in pro-
jects not as safe as they
ought to be, but would it not
be possible to have the law
read so that national banks
and trust companies would
be permitted to use those
words? If such institutions
are permitted to accept sav-
ings, in our opinion, they
ought likewise to be permit-
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ted to mention that fact and
use the good old-fashioned
words, especially when no
objection is made to the use
of such synonyms as “‘accu-
mulating,” “laying aside,”

etc.
&

THAT 18 A strong testimonial
for the efficacy of bank ad-
vertising which is given by
Festus J. Wade, at the head
of the great Mercantile
Trust Company, St. Louis.
Mr. Wade says: “I believe
in the liberal use of adver-
tising in every form, espe-
cially in the public press.
Its value in the development
of our business is incal-
culable.”
&

It 18 A good “hunch” to send
trust booklets to the home
address of the prospect. The
wife reads the booklets and
adds her influence to the
message of the printed mat-
ter. It is a good idea to
let women know how much
better off they will be if
their husbands make a will
and appoint a bank or trust
company as executor.

e

THE PRESENT seems to be
a good time to advertise
your credit department.
Business men are watching
credits very closely just
now, and if you have a serv-
ice along this line it is well
to let it be known. You may
be able to-save some of your
customers a lot of money
through this department and
that is surely a worthwhile
service to advertise.
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How Much Do You Know
About Your Bank’s Ad-
vertising ?
(Conuaudmn:agme 55)

ing is regarded as a department
which takes care of itself, when,
in fact, to advertise success-
fully, every employee of the in-
stitution from messenger up
should not only know what the
bank is doing in the matter of
advertising but should get back
of and be a part of it.

How can this be done? First

of all by familiarizing yourself
with your bank’s advertising.
What does your bank’s news-
paper ad this week say? What
department is being advertised
particularly? What does your
street car card say? What was
the last folder your bank is-
sued? Has your bank any
significant trade mark or sign
and what is it? What campaign
for new depositors is your bank
now carrying on and how is it
being managed? Did you ever
notice any results from your
bank’s advertising? What are
the main points advertised
about your bank? What does a
bank sell that it should adver-
tise?

The last question is answered
in one word,—service. Service
s the dominant feature in bank
wdvertising. Edward H. Kit-
ridge, manager of the publicity
‘'epartment of the Old Colony
‘rust Co., Boston, a speaker at
3¢ recent convention of the
inancial Advertisers Associa-
on said,—*“The banker to-day
rrounds himself with the at-
ssphere of cordiality. He
1kes a decided effort to meet
; customers freely and sympa-
:tically, and tries to make
mn feel that they are as im-
-tant to the bank as the bank
:0 them. In other words, he
nanizes his institution and
s in every way to establish
personal contact with his
ntele, and realizes that big-
i is not the test, but ‘serv-
whereby he and the institu-

are measured.”
>, if you want to make your
k’s advertising pay, it's up
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Who's Who in
Bank Advertising

W. R. MOREHOUSE

W. R. Morehouse, recently made cashier of the Guar-
anty and Savings Bank of Los Angeles, was born in
Michigan. His first banking experience on the inside
was as assistant cashier of the First National Bank of
San Jacinto, Cal. For two years Mr. Morehouse studied
assaying, but returned to the same bank, remaining there
until 1904.

He then entered the employ of the Columbia Savings
Bank and later joined the Union Bank of Savings upon
their consolidation. Through further consolidations Mr.
Morehouse became a member of the force of the Guar-
anty Bank, where he was elected assistant cashier, and
made cashier in 1920.

Mr. Morehouse is the author of five books and has
earned for himself a national reputation as a financial
advertiser. His work along the lines of business for
banks has brought him recognition from bankers and
financial advertisers throughout the United States, re-
sulting finally in his election as president of the Finan-
cial Advertiser’s Association two years ago.
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to you to live up to the adver-
tisement’s copy. If your insti-
tution spends a lot of money
telling the public about the good
service to expect at vour bank
and you meet them in a half-
hearted, irritated, indifferent
manner,—you are not following
up your institution’s advertising
and your customers are likely
to go elsewhere to buy their
service where they can get bet-
ter quality.

There are many little ways
to follow up and be a part of
your bank’s advertising power,
and they will not interfere with
your regular desk or cage
duties. They may ever help
to make your work lighter for
you. The first is interest—not
4 per cent. but 100 per cent.—

‘The Bank Trust C

get interested in your bank’s
advertising. Read the newspa-
per ads, the folders, the book-
lets, etc. Following interest
come knowledge and under-
standing. Know what your
bank is doing in the matter of
publkicity. Don’t have a patron
or a prospective depositor ask
vou for the folder mentioned in
the newspaper advertisement,
and you know nothing about it.

Next, real personal help in
over-the-counter distribution of
advertising matter. Placing a
blotter, folder or booklet in a
pass-book, if you are a teller,
doesn’t take more than a second
and is not distracting from your
regular duties,—and it is a very
efficient method of distributing
advertising matter.

y uses its splendid building as a trade mark,

featuring it in all of its advertising. ‘‘A Tower of Strength’’ is the
appropriate slogan used.
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Don’t knock your institution.
Knocking is a detrimental blow
to advertising. If something
doesn’t please you on the in-
side, better go to the proper
authority and have it settled,—
don’t complain about it to the
disinterested public on the out-
side. Instead, be a broadside
booster ad—recommend your
bank to your friends—uphold
its advertising copy.

Finally, and most important
—it is worth repeating—follow
up or rather, live up to your
bank’s advertising of service.
You, individually, are the sales-
man and dispenser of that
quality of service which makes
vour institution what it is. If
you fail to give service up to
standard you are wasting the
bank’s advertising appropria-
tion and ruining the reputation
of the Jnstitution as well as
failing yourself. For you do
not follow up your bank’s ad-
vertising merely to help the
advertising department to make
good. Incidentally you do that,
but primarily you really help
the institution itself, and the
employee who does that is not
just hired help; he is a part
of his institution and cannot
help but be so recognized by its
directors.

&

DOES IT PAY TO ANTAGO-
NIZE A DEPOSITOR?

THE AcerEssIvE poLicY which
some banks use in urging de-
positors to keep up their bank
balances to a profitable figure
is questioned by The School-
master who writes in “Printers’
Ink”:

Many large banking houses sit-
uated mostly in big Eastern cities
make a practice of dropping a
note to a depositor whose account
is found to fall below a certain
amount over a period of say two
or three months, asking him in
tones of more ‘or less formal
politeness to withdraw his ac-
count altogether unless he will
keep his account up to a certain
minimum. In many cases the
minimum is set at $300. A con-
siderable number of banks also
require this as the initial mini-
mum deposit.

The choolmaster sometimes
wonders whether this custora, in
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the long run, is founded on good
business principles. It is true that
a amall banking account, in which
deposits and withdrawals are
somewhat frequent, involves con-
giderable bookkeeping and ac-
counting expense, and no doubt
big banks figure that such expense
outweighs the value of the ac-
count to them. But, really, does
it pay any bank to run the risk
of needlesaly offending a small
depositor who may some day, per-
haps in a relatively short time,

Tow Into a suvstantial one?

ther than merely to inform the

little depositor, by means of a

cold form-letter, that his busi-

ness is not wanted, would it not
be better to have an officer of the
bank call in the small patron, for

a friendly talk, ask the depositor

to tell about hls prospects, and
then frankly state to him the rea-
sons why the bank considers his
account unprofitable at its present
level?

The Schoolmaster was provoked
to these reflections anew the other
day when he heard a well-to-do
business man remark that under
no circumstances would he have
anythmg to do with a certain
bank. Seeing his listener’s sur-
prise, this man went on:

A few years ago, when I first
aunched into business for my-
elf, I had the usual struggles of a
eginner. 1 couldn’'t command
1uch capital and it was some-
imes hard to meet my little pay-
»ll.  Every penny I owned was
>pt busy and sometimes my bank
tlance at the end of the month
oked very anemic. But I knew
v line, had examined my field
oroughly, and was not dis-
uraged for a moment, till one
v I got a letter from the bank
‘imating that my account was
» small to bother with and they
uld be pleased if I removed it.
1t letter gave me a terrific fit
the blues, even though I knew
ras probably a form letter and

nothing personal behind it. I
v out my balance with bitter-

in my heart. A year from

date 1 was well on my feet
my account is now worth any

‘s trouble. 1 have actually

solicited by the very hank
h turned me down! But I
not have any relations with

in any form, nor will I do
ess with any bank which has
‘ors on the other’s board. I
to the little bank which
by me in time of need and
d me politely. However, it
ns to be a big bank now
m going to help to make it

man’s position may appear
» foolish and stubborn, but
slves elements in human
which great banks might
to study.

-

OUIS BANKER AD-
ES BUSINESS TO
ADVERTISE
FISING 18 A dynamic
1 the reconstruction or
tment period, if it

Iry the company this week and
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Enlarging the Scope of Qur
Service to Indianapolis

Through Branch Banks ;

1 RANCH banks which will bring the com-
] facilitiea of the Fletcher Snvmcs
. Col:\ pany closer to ‘t'h“; b;;eopk of
two Indianapolis communities opened
week after

Wilh the opening of the West lndun-polh
ich at 1233 Oliver avenuc next Satu

wvenient and necessary hundreds of com-

munities in such citics as Cleveland, Detrort, 0% Firt Beaach Opems
8t. Louis, New York, Buffalo, Cincinnati Sotarday, October 2
and New ns. Yeu o "
The new brasch banks of the Fletcher and T T o e

M—Wmm. ors P e
the security and profection of its One A0d & HAl e 5 e o o e
mu&-wmnmum msv:'}_-a
individenis, businems farere to vhom = =)
tuummmfw';-m v~"5-.-=..n..-=
ol e facifios ' aviags acousis ead checling T r—
counts will be haadied at branch, and certificates of
ﬁ‘&ﬂ:fﬁ"h_‘,. mhmmiu
Py ";ﬁuum" anh'F:‘.:‘ ‘
Savings aad Trest Company. Pcher
I epuning Shave Ve Mrmaches the company the
prevest and - Py ~—y*o

g s o ety

Fletcher
Savings and G:rust Companyp

i

Newspaper advertising played a large part when this bank opened a
number of branches in different sections of Indianapolis.

pleases you to use those terms,
for we are readjustiog and re-
constructing in the great world

of commerce, and what is bet-
ter still, we are building and
expanding,” says F. O. Watts,
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and maintaining
eign fields.

Spith and Stark.

Our commerc@! depurtment con-

sists of two divisions; one for do- .
mestic transactions, while the other -
includes such facilities as may

be
necessary and helpful in acquiring ,

And every unit of service is in
charge of skilled operators and di-
rectly supervised by an executive.

United States
National Bank.

ies, facil-
bdn("ﬁomrde“or the
luct of business.

in for-

Banks with handsome buildings often feature them in their advertising.
To do so and still leave room enough for the bank’s message is quite
a typographical stunt. Here is a case where it has been done
successfully.

president of the First National
Bank in St. Louis, in the pub-
lication of the St. Louis Adver-
tising Club.

“Our whole social order is
directly affected by advertising,
for not only our happiness and
progress, but our very national
existence depends upon our pro-
duction, and our production
must precede distribution. The
secret of successful and pro-
gressive distribution is adver-
tising. Therefore, the deduc-
tion is simple, and we cannot
do a better thing at the present
time than to foster and encour-
age scientific advertising along
the most wholesome economic
lines. It was a great day when
legitimate business decided that
advertising never was the pro-
prietary usage of the ‘bally hoo’
and the faker, and it was a
greater day when legitimate
business decided that if adver-

tising was a powerful force to
build great business, it ought
also be a powerful force to pro-
tect it.”

&

HOW BANKS ARE ADVER-
TISING

A pampHLET ENTITLED “Bank-
ing by Mail” has been issued
by the Williamsburgh Savings
Bank, Brooklyn, N. Y. Ac-
cording to the pamphlet it is
not a new departure for this
bank to do a banking-by-mail
business, as it has for years
transacted a large amount of
business in this manner and has
depositors in all parts of the
world.

THE BANK A8 A semi-public in-
stitution is featured in the fol-
lowing folder which was issued
by the Union National Bank of
Houston, Texas:
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Although bank shares are usu-
ally heid by private individuals
and such protits as it makes are
distributed to stockholders as
dividends or added to its working
capital, a bank is peculiarly a
semi-public institution.

It serves, with the other banks
of the community, to stabilize
business conditions. It adds to
the circulating medium and to the
credit power of the community—
an important item, because no-
where is there suthcient cash to
take care of all transactions.

It keeps its finger upon the
pulse of trade; it studies business
conditions at home and abroad
and counsels, without charge,
with those to whom its experl-
ence and knowledge are valuable.
It protects the people’'s funds and
insures their sate transfer through
the medium of checks——all with-
out cost to the public.

To realize the public utility
of banks one but needs to Imagine
the loss and the trouble which
would be incurred if people were
obliged to carry their money
around in bags and pocketbooks
and pockets and pay in currency.

Did you ever stop to think how
much of its service the bank rem-
ders to the public, and to many
who are not patrons in any sen
absolutely without remuneration

There is an expense incident
to the handling of every account,
the paying of every check—book-
keeplng, stationery, labor—all of
which the bank assumes cheer-
fully because it is a semi-public
institution.

Its profit lies in the mainte-
nance of good average balances
by depositors and the cultivation
of increasing business relations
with them.

Tue riNpING oF A roll of bills
in the lobby of the Bank of
Antwerp, N. Y. gave that bank
an opportunity for the follow-
ing very timely advertisement:

Some time ago we tried, through
the columns of the ‘Gazette,’ to
find the owner of a certain sum
of money that was found in the
lobby of the bank. No one
clailmed this money so_ we have
handed it to the finder. The
finder is lucky and the loser of
course unlucky, and here is an-
other difference: the finder is a
conservative person who carries
but little money in his pocket
but pays his bills by check, while
the loser is probably one of those
careless individuals who doesn’t
want to bother with a checking
account but carries his money in
his l|:o¢:kel: and occasionally loses
a bill or two. Moral—Be conser-
vative—Pay by check.

IN A raRoE BANK with many
departments parts of the work
of the New Business Depart-
ment is to get customers of
one department interested in
becoming a customer of some
of the others. For example, the
safe deposit box holder is a
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promising candidate for the
trust department, etc. The fol-
lowing letter, sent out by the
Liberty Trust & Savings Bank
of Chicago and signed by the
president, was designed to pro-
mote the business of all of the
departments of that bank:

Our enlarged banking quarters
make it possible for us to be of
increased service to you.

The first section of our new
bank building is now open. In
this new section are located the
following departments, which are
prepa to serve you most effi-
ciently and satisfactorily :

Bond & Mortgage Department,
Real Estate Loan Department,
Foreign Exchange Department,
Vault Department, Trust Depart-
ment, Insurance Department, Par-
tial Payment Bond Department,
Savings Department, hristmas
Savings Department, Ladies’ De-
partment.

We urge you to transact all
of your nking and investment
business with us. We offer you
a centralized service, Individual

attention, and the most efficient
and modern banking facilities.
Our official s is composed

of men thoroughly familiar with
the work of their departments,
and they welcome the opportunity
of serving you.

We have always regarded this
bank as a service institution.
Our large and growing resources
as reflected in the enclosed state-
ment convince us that our IN-
DIVIDUAL SERVICE POLICY is appre-
ciated by our customers.

We thank you for your present
business and look forward to the
opportunity of acquainting you
with the work of all the above
departments.

ONE OF THE MosT interesting
forms of advertising used re-
cently by the Merchants Bank
of Canada has been the publi-
cation of a farmers’ account
book. This is published in large
quantities and distributed par-
ticularly in the rural and
western sections of Canada. Its
purpose is to aid the average
farmer in keeping track of his
production, sales and various
business transactions. Space is
also provided for keeping a rec-
ord of notes and payments due,
a record of mortgages payable
and of insurance policies. The
farmer is told how to prepare
his income tax returns. A chart
sets forth the accumulations ac-
cruing from monthly deposits
ranging from $1 to $20 through-
out a period ranging from one
to ten years.

IN ombEr TO stimulate business
for its savings department, the
Security Trust and Savings
Bank of Yuma, Arizona, has
distributed a metal coin which
is good for 50 cents in opening
a savings account of one dollar
or more. The coins were en-
closed in a special envelope,
on the outside of which was
printed:

We ﬁive you this valuable coin
with the idea of creating an im-
pulse on your part to start a
savings account, even in a small
way, for the accumulation of
funds for some particular future
need or Jjust as a contingency
fund for the future, All great
things are made up of small units.
The way to accomplish big things
is to do them a bit at a time.

The highest skyscraper in the
world was built from the sales
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of a company whose merchandise
was limited in price to ten cents.

A postage stamp is a matter
of one, two or three cents. Too
trifling to think of! But in the
course of a year the postal serv-
ice takes in $350,000,000.

Begin your account now, even
if it is in a small way, and add
one, two, five or ten dollars when
you can. Sometime in the future
when you are really in need of
funds you will thank us for hav-
gxg urged thrift on you at this

me.

Tue LiBerry Trusr and Sav-
ings Bank of Chicago distribut-
ed this year over $275,000 to
members of its 1920 Christmas
Savings Club. The 1921 club iIs
divided into the following classes
of membership:

Class 85—Ascending—Members

paying 5c¢ the first week, 10c the
second week, and increasing B¢

Now you will find it still

dime or e
tamer

P b

Named “C

»~ 1tanie
pound interest, which is added
of each year, beginning April Ist, 1920.

. .
tive, convenient containers which we offer f; .
i-ai:aisinthi-mynud: as simple and easy as
Pur one of these containers in your
every day—and as you dlip it into the con-
proper amount on the edge.

When have 50 i .
SR e b o dos

Central SavingsBank.
of Baltimare
and Lexington Sts

. all so easy
and it pays!

Ao 1 and G .

by the use of the attrac-
ree.

pocket—save a nickel, a

of its locati

Here's a bank that *“‘makes it easy to save.”” After all that's the big thing
in promoting thrift. To get people to save, you have to make it
easy for them, °
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each week till the final payment
of $2.50 on November 31st, 1921,
is mauae, will receive a cleck tor
$63.75 plus interest.

Class 5A—Descending — Mem-
bers pa'ilng $2.50 the tirst week,
$2.45 e second week, and de-
creasing 5c each week for fifty
weeks will receive a check for
$63.75 plus interest.

Class 10—Ascending—Members
paying 10c the first week, 20¢
the second week, and increasing
10c each weck till the final pay-
ment of $5.00 on November 21st,
1921 is made, will receive a check
for $127.50 plus interest.

Class 10A—Descending — Mem-
bers paying $5.00 the first week,
$4.90 the second week, and de-
creasing 10c each week for fifty
weeks will receive a check for
$127.50 plus interest.

Other classes provide for
weekly payments of 50 cents,
$1, $2 and $5.

Tue NatioNaL Excuance Bank
of Roanoke, Va., has issued a
pamphlet entitled *“Complete
Financial Service,” describing
the various services offered by
this bank. It is being distribut-
ed by the bank’s advertising de-
partment.

Tue Izvine NaTioNar Bank of
New York has issued the fol-
lowing list of “don’ts” for the
guidance of the copy writers of
its publicity department:

Don't shoot wildly in advertls-
ing or publicity ort. There
should be an objective just as in
other departments of business
endeavor.

Don't forget that a bank has
something to sell. Find out what
that something is and use adver-
tising and publicity as definite
details in a sales campaign.

Don't turn out anything but the
hlﬁhest quality of copy reasoh-
ably possible. This is worth
while, even though it limits the
field of effort somewhat.

Don't overstate your case. If
you do, the result may be to
suggest comparisons with other
competing institutions which will
not be favorable to your institu-
tion, and the final effect of which
may be the advertising of your
competitor.

Don’t forget that the individual
you aim at is not obliged to read
your stuff. The problem is to
make him read it and like it.

Don’t advertise as accomplish-
ments things which in reality are
only prospects. There comes a
day of accounting in advertising
as in other things.

Don’t advertise in a fleld in
which you are not prepared to
conduct a selling campaign. Syn-
chronize your sales efforts.

Don't forget that it is the se-
lected tone of your Iinstitution
which should be the predominant
characteristic In advertising effort
of all kinds. Try to make your-
gelf belleve that the other fellow

has assigned to you a desirable
part, then play up to it.

Don't underestimate the intelli-
gence of the man who is supposed
to read your copy. Naming your
institution in every other para-
graph is not quite so raw as
“tradiu% horses in church,” but
it gets into that general class.

on’'t ‘‘kid"’ yourself into the
belief that copy which looks good
to you will be effective. Whether
it looks good to the reader is
the ters and should be your guide.

Don’t be a ‘“copy-cat.” ank-
ing and business are being revo-
lutionized nowadays. Intelligent
advertising should strive for a
place fairly well up in the proces-
sion.

Don't always try to beat the
other fellow at his own game.
Frequently a study of what he
is doing is the best guide as to
what you should not do.

Don’t make the mistake of be-
lleving that any intelligent busi-
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ness man can write copy. It is a
specialty.

Don’t mix things up too much.
The copy put out by your insti-
tution should be generally uni-
form, but this should not car-
ried to the extent of monotony.
Tae CANADIAN Baxk of Com-
merce has reprinted in pam-
phlet form the very excellent
series of advertisements on the
exchange situation which the
bank has been running once a
week in the Canadian press.
This series was designed to ex-
plain to Canadians the reasons
why they must pay a heavy pre-
mium for United States funds.
The first of the series reads as
follows:

on

- uviuaiiu WO aave

located for the con-
venience of the

shops and shoppers

MADISON AVENUE at 45TH STREET

Tt EQUITABLE
TRUST COMPANY

OF NEW YORK

BANKING, TRUSTS & INVESTMENTS
SAFE DEPOSIT VAULTS

New York banks are featuring their uptown branches these days. Bank-
ing service in the shopping district is evidently demanded by the public.
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Fifty-six years ago, after the Civil
War, the United States dollar
was quoted in Toronto at forty
cents. To-day that dollar s
quoted here at one hundred and
ten cents, or more, while the
Canadian dollar has an exchange
value of only about ninety cents
in the United States.

On every side the questions are
asked. “What is the meaning of
‘Exchange’ " “Why is our money
at a discount?’ and “When will
the Canadian dollar again be
worth its face value?”

Many false impressions are held
as to the cause of these fluctua-
tions.

In the following series of ad-
vertisements, which will be pub-
lished in this paper each week,
we shall try to make clear the
factors controlling the rise and
fall in value of the dollar.

o

FROM CURRENT ADVER-
TISING

Foreury Trust Company, Buf-
falo, N. Y.:

THAT BOY OF YOURS

He is a real boy and no ques-
tion about fit.

You bave often looked forward
to the time when he will be mak-

a success of his life in some
business or profession. But have
you tried to visualize his strug-
gle should financial reverses come
to you thereby making it impos-
sible for you to give him the
benefit of a good education.

There is one way of {)roviding
against any such difficulty. Set
:‘? an Educational Trust with the

delity. Such a Trust can be
made so that it will accumulate
until he is ready to enter college
and can then start paying an in-
come for his college expenses.
Nothing that happens to you will
interfere with his education.

We will be glad to discuss this
matter of an Educational Trust
with you at any time. Ask for
either Mr. Drollinger or Mr. Eas-
terbrook.

Eaqrrrasie  Trusr
New York:

ARE YOU LOOKING FOR AD-
VICE IN INVESTMENT
MATTERS?

Do you ever feel the need of a
friend on whose advice and judg-
ment in investment matters you
can really rely?

Every day thousands of men in
New York read the bond news in
their daily newspapers. They are
investment opportunities which
seemu exceptional—but they hesi-

te.

What do they know of the
business and strength of the is-
suing corporations Or of the
responsibility of those offering the
securities? Or what particular
kind of bond 18 best suited to
their circumstances and future
plans?

And every day men like theee

CompaNY,

are finding in The Equitable Trust
Company the friend for whom
they have been looking. Our In-
vestment Department will give
ou the personal attention of an
ndividual plus the combined
knowledge and judgment of many
specialists.

Go to the fifth floor of our
Wall Street Office, the main floor
of our Colonial Office, or the
second floor of our Uptown Office.

&

AN exaMPLE of how not to
advertise ‘‘investment” se-
curities:
Scene—Busy Office.
Characters — Mr. Busy
Business Man and Voice
With a Smile.
Telephone rings.
B. B. M.—"Hello.”
Voice— Mr. , have
vou ever stopped to consider
the remarkable opportunity
for quick profits which is

nk of

NATIONAL

The
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presented in Wild Cat Qil?
I am fortunate in being able
to offer you, as a representa-
tive—"

Telephone—B-z-z-z-z.

B. B. M.—"Tluvstwzym.
Blankity blank! ! !”

Silence. Curtain.

There are few men who
will stand for being solicited
by telephone by a perfect
stranger on a brand new
speculative proposition. Call-
ing up a regular customer is
another matter.

&

The New Business Department.
By T. D. MacGregor. Describes
how a bank can systematiocally
cultivate and secure new busi-
ness from various sources. Q-
lustrated with formas, ete. Prioce,
$1.23, delivered.

Dittshurgh

ASSOCIATIO

This Pittsburgh bank gives a friendly boost to the A. I. B.



Bank Advertising Exchange

IMPORTANT NOTICE

This list has been thoroughly revised. All members are urged to correct their
mailing lists accordingly. All of those named below have agreed to exchange
booklets, folders and other publicity matter as issued during the coming year.
In order that the fullest measure of mutual helpfulness may be brought about in
1921, every member is urged to live up to this agreement conscientiously and to make
a liberal distribution of advertising material.

A

Adams, F. R., Will Co. Nat'l Bank, Jollet, Il

Anderson, R. P., adv. mgr., Sacramento-San Joa-
quin Bank, Sacramento, Cal,

Ansley, D., Central Tr. Co., San Antonio, Tex,

cash.,, Old State Nat'l Bank,

Bader, A. F., asst.
Evansville, Ind.

Bnilelg. C. W., pres., 1st Nat’'l Bank of Clarksville,
'enn,

Bankers Magazine, The, New York.

Bauder, R. E.,, Unfon Bank Bldg., Chicago, Ill.

Baugher, E. M., pres., Home Bldg. Ass’'n Co., New-
ark, Ohio.

Bell, H. W., director serv., Svgs, Bank of Utica,

Bennett, H. D., asst. cash,, Capital Nat’'l Bank,
nsing, Mich.
Berger, H. C., cash., Marathon Co. Bk., Wausau,
Wis,

Bernhnﬂ'lt, J., vice-pres., Cotton Belt Svgs. & Tr.
Co., Pine Bluff, Ark.
Bize, L. A., pres., Citizens Bank & Tr. Co., Tampa,

Fla.

Blethen, J. O., cash., Security Tr, & Svgs. Bank,
Yuma, Ariz.

Branham, D. R., director pub., Hellman Com'l Tr.
& 8vgs. Bank, Los Angeles, Cal.

. W. C., asst. secy., Tidewater Bank & Tr.
Co., Norfolk, Va.

Brown, R. A., asst. cash., Citizens Nat'l Bank,
Raleigh, N, C.

Buennagel, L. A., mgr. serv, dept., Fletcher Svgs.
& Tr. Co., Indianapolis, Ind.

Butsloff, H. M., asst. cash., Jowa State Bank, At-
lantic, Towa.
Buzbee, M A., adv, mgr., American Bank of

Oommerce & Tr. Co., Little Rock, Ark.
C
Caplan, H, B., secy. to pres., Canal-Com’'l Tr. &
Svgs. Bank, New Orleans, .
Childress, F. B,, adv, mgr., Atlantic Nat'l Bank,
Jacksonville, Fla,
Coon, H. J., 68 Farnham Ave., Toronto, Canada.
Corrigan, J, V., pub. mgr., Atlanta Tr. Co., Atlanta,

Ga.
Orary, R. F., asst. cash,, Internat’l Bkg. Corp., N. Y.
Culbreth, E. E., Com'l Nat'l Bank, Raieigh, N. C.
D
Dayton, T. 8., pub, mgr., Guaranty Tr. Co.,, N. Y.
De’Beblan, A., adv. mgr., Equitable Tr. Co., N. Y.
Deily, H. E., Tradesmen’s Nat’l Bk., Phila., Pa.
, L. E., pub. mgr., Central I'r, Co. of Illinois,
Chicago, Ill.
De Wilde, J., pub. mgr., American Nat'l Rank, Pen-

dleton, Ore.
Distelhorst, W., adv. div., 1st Wisconsin Nat'l Bk.,

Milwaukee, Wis.
Dysart, W. R., cash., 1st Nat’'l Bank, Ripon, Wis.

Eberspacher, J. C., asst.
Shelbyville, 111

Ekirch, A. A., secy., North Side Svgs. Bank, N, Y.

Ellsworth, F. W., vice-ﬂ:cs., Hibernia Bk, & Tr.
Co., New Orleaus, .

Etter, R. W., Merch. & Planters Bk., I'ine Bluff,
Ark.

F

Frost. L. A., treas., Guaranty Tr. Co., Cambridge,
ans,

1)

cash., 1st Nat'l Bank.

G

Garner, P., pub. mgr Wachovia Bk. . Oo.,
G hl“‘l:sw‘;:-&lem, 5 'C & Tx.
ehle, . W., mgr, adv. dept., Mechanics & Metals
Nat'i Batk, New ¥ork. ' =
Gllmlgreij M. 8., Buck & Glenn, Inc., ‘Winston-Salem,

Grlmni. H. B., mgr. bus, ext. dept. Security Tr.
t, ‘Micn. P 7

Co., Detrot
H
Hall, J. C., Farmers & Mechanics Tr. Co., West
Chester, Pa.
Hall, W, R. D., com'l serv. dept., Phila, Nat'l Bk.,

Phila., Pa.
Haméh{ar. C. F., pres., 1st Nat'l Bank, Los Gatos,

al.
Handerson, O. H,, Union Tr. Co,, Oleveland, Obio.
Haskell, E, G., Barnett Nat'l Bank, Jacksonville,

Fla.

Higgins, A. E., adv. serv., 2020 Bway., N. Y. C.

Higley, J. N.. adv. dept., 1st Nat'l Bank, Youngs-
town, Ohio,

Hoagland, J. G., pub. mgr., Nat'l City Bank, Chi-
cago, Ill.

Hodgins, J, H., statistical dept.,, Union Bank of
Canada, Toronto, Canada.

Hokz;ﬂwn. N. M., adv. mgr., State Bank of Chicago,

Holdam, J. V., adv. mgr., Chattanooga 8vgs. Bank,
Chauanoofl Tenn,

Home Bank of Canada, editor, Home Bank Montbly,
Toronto, Canada,

Hotze, R. E,, Jr., adv. mgr., Planters Nat'l Bank,
Richmond, Va.

Hudson, P. L., asst. cash., 1st Nat’l Bank, Corona,

Cal.
Hunter, Harold Gél secy., Kansas City Terminal Tr.

Co., Kansas City, Mo.
Hutchins, B. M., pub. mgr., Seaboard Nat'l Bank,
N. Y. C.
I
Imboff, C. H., vice-pres., Unfon Nat'l Bank, New-
ark, N. J.
J
Jessup, T., asst. cash., Woodlawn Tr. & Svgs. Bk.,

Chlcaﬁo. 111

Johnson, E. W., Warren Nat'l Bank, Warren, Pa.

Johnson, 8. W., mgr. new bus. dept., Seaboard

Job Nat'l #nnk, b}orfolk. Va. a

ohnson, ., dr., mgr. adv. dept., Marine Tr.
Co., Buffalo, N. Y. gr v

Jones. M. H., asst. cash., 1st & Oitizens Nat'l Bk..
Elizabeth City, N. O.

Keeton, M.. mgr. svgs. dept., Merchants & Farmers
Bank, Meridian, gh'uu.p

Keller, C. B., Jr., cash., Stroudsburg Nat'l Bank,
Stmudsbnr%?a.

Kittredge, B. H., pub. mgr., 0ld Colony Tr. Co.,
Boston, Mass.

Kommers, W, J,, Unjon Tr. Co.,

L

ash,

Laogstroth, E., Liberty Nat'l Bank, N. Y. C.

Lanier, B. W., asst. treas., United States Tr. Co.,
Jacksonville, Fla.

Leiteh. W. B., mgr. for. dept., Merchants Bank of
Canada, !&ontreal.

Lersner. V. A., comp., Williamsburgh Svgs. Bank.
Bway. & Driggs Ave.. Brooklyn.

Lord, A., American For. Bkg. Corp., 53 Bway.. N. Y.

pres., Spokane,
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M
l(cCorlklle, J.dC‘. pub, mgr., City Nat'l Bank, Evans-
ville, Ind.
McDowell, J. H., 1st Tr. & Svgs, Bank, Chatta-

noogs, Tenn,

McElvare, R. R., mgr. serv. dept., Nat'l Bank of
Commerce, N. Y, C. .

Matthews, H. B., adv. mgr., S. W, Btrauss & Co.,
150 Bway., N. Y. O,

Megan, T. F., asst. secy., Internat’'l Tr. Oo., Bos-

ton, 3
Merrill, F., adv. mgr., Northwestern Nat'l Bank,
mnnengolll, Minn.
l(eyet:. % ., pub. dept., Union Tr. Co., Rochester,
Miner, J. H., mgr. dept, pub. relatious. Beattle
Nat'l Bank, Seattle, Wash.
Morgan, L. J., adv. mgr., 1st Nat'l Bank, 8t. Jo-

seph, Mo.
llorl;llh, Wl. F., vice-pres., 1st Nat'l Bank, Berke-
ey, .
o

Overton, J. A., cash., Nat’'l Bank of Smithtown

Branch, N, Y.

Painter, W. H., asst. to pres., Security Nat’l Bank,
Dallas, Tex.
Pleasants, W. 8., Hibernia Bk, & Tr. Co.,, New Or-

leans, .
Powell, V, M., cash., Home Svgs. Bk., B'klyn, N. Y.
Put;‘. T. B., Henry L. Doherty & Co., 60 Wall St.,

. Y. C. B
Rankin, A. E., pub. mgr., Fidelity Tr. Co., Buffalo,

Beyno'lds,' D. M., pub. mgr., 1st Nat’'l Bank & Tr.
& Svgs. Bank, Los A NY.C

ngeles .
Rittenhouse, C. M., Farmers Loan & Tr. Co.,
nuﬂhw. J., cash., Luserne Co. Nat'l Bank, Wilkes-
arre, .
Ryland, C., mgr. new bus, dept., American Nat’l
Bank, Richmond, Va.
8

Sawyer, W. M., mgr. pub.,, Nat'l City Co.,, N. ¥, C.
Schlenker, A., cash., 1st Nat'l Bank, Brenham, Tex.
Sclater, A, G, Union Baok of Canada, 49 Wall 8t.,

Scott, W., o%:ce-pm., Virginia Tr. Co., Richmond,
Sellew, W. W.. Albert Frank & Co., 14 Stone St.,
Shovefl. A. il.. cash., City Tr. & Svgs. Bank, Kan-
Stoan. L 'H. "Nat'l City Bank, N. Y. O,

Smith, A. C., pres., City Nat'l Bank, Olinton, Ia.

Smith, A. T., . special serv. dept., Industrial
Svgs. Bunk.mﬁ.n » Mich

o
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Staker, F. M., mﬁ'. pub. dept., Commerce Banks,
Kansas Chg. 0.

Star)l(wenther, . H., treas., Danielson Tr. Co., Dan-
elson, Oonn.

Stein, R., asst, cash.,, Nemeth State Bk.,, N. ¥, C.

Stoner, J. H., pres., Peoples Nat'l Bank, Waynes-

ro, Pa.

Stover, J. C., secy.-treas., Indiana Svgs. & Loan
Ass’'n, South Bend, Ind.

Streicher, J. H., New Bus, Dept.,, Com'l Svgs.
Bank & Tr. Co., Toledo, Ohfo.

Sutton, F. T., }Pub. mgr., Mercantile Bank of the
Americas, Y.

T

Tait, A. G., pub. mgr.,, Royal Bank of OCanada,
‘Montreal,

Taylor, C. E., Jr., pres., Wilmington B8vgs. &
Tr. Co., Wilmington, N. C.

Thomson, E. H., pub. mBr.. Washington Loan &
Tr. Co., Washington, D, C.

Thurston, W. B., Jr., mgr. for. dept., Merch.
Mechanics 1st Nat'l Bank, Baltimore, Md.
v
Van Blarcom, W., asst. cash.,, 2nd Nat'l Bank,
Paterson, N, J.
Van Leer, H. S., Metropolitan Tr. Co.,, N. ¥, C.
w
Wadden, J. W., pres., Sioux Falls Nat'l Bank, Sioux

alls, B. D.
Wadden, I. A., vice-pres., Lake Co, Nat'l Bank,
Madison, 8

y Do

Wallace, T. H., Farmers & Mechanics Svgs. Bank,

Minneapolis, Minn.
Wells, G. , asst. cash., Denver Nat'l Bank, Den-
ver, Colo.

Willlams, F. H., treas., Albany City Bvgs. Insti-
tution, Albany, N. Y.

Williams, J. E., asst. cash.,, Third Nat'l Bank,
Scranton, Pa. g
Willlams, J. L., vice-pres., Woodside Nat'l Bank,

Greenville, 8. O

Winship, A, L. vl'ce-preu., Nat'l Shawmut Bank,
Boston, Mass,
Withers, C. K., pub. mgr., Mechanics Nat'l Bank,

n, . o
Woolford, Withers, Bank of America, 40th St. &
Madison Ave., N. Y. O.

Zambrano, A., Jr., c/o A. Zambrano e hijos,
Apartado No, 6, Monterrey, N, L., Mex.

Zimmerman, F, A., treas,, Chambersburg Tr. Oo.,
Chambersburg, Pa.

Zimmerman, . B., cash., Oak Park Tr. & Svgs.
Bank, Oak Park, Il




A. B. A. Commissioners Appointed

OLLOWING a meeting of the
administrative committee of the
American Bankers Association, John S.
Drum, president of the Association, has
announced the appointments of these
commissions:

The commerce and marine commis-
sion, out of whose work has grown the
new hundred million dollar Foreign
Credit Finance Corporation, is com-
posed of the following:

John McHugh, chairman, vice-president
Mechanics and Metals National Bank, New
York City; Lewis E. Pierson, chairman of
board Irving National Bank, New York
City; Charles H. Sabin, president Guaranty
Trust Company, New York City; Fred I.
Kent, vice-president Bankers Trust Com-
pany, New York City; Daniel G. Wing,
president First National Bank, Boston,
Mass.; Arthur Reynolds, vice-president
Continental and Commercial National Bank,
Chicago, Ill.; William A. Law, president
First National Bank, Philadelphia, Pa.; F.
0. Watts, president First National Bank,
St. Louis, Mo.; Charles A. Hinsch, president
Fifth-Third National Bank, Cincinnati,
Ohio; Robert F. Maddox, president Atlanta
National Bank, Atlanta, Ga.; Thos. B. Mc-
Adams, vice-president Merchants National
Bank, Richmond, Va.; Richard S. Hawes,
vice-president First National Bank, St.
Louis, Mo.; James J. Fagan, vice-president
Crocker National Bank, San Francisco, Cal.;
Waldo Newcomer, president National Ex-
change Bank, Baltimore, Md.; John L.
Hamilton, president Equitable Securities
Co., Columbus, Ohio; W. F. Collins, secre-
tary, 5 Nassau street, New York City.

The economic policy commission
which has to do with the consideration
of all questions involving money and
currency, public finance, Federal taxes,
etc., consists of:

Paul M. Warburg, chairman, Kuhn, L.oeb
& Co., New York City; Walter W. Head,
president Omaha National Bank, Omaha,
Neb.; W. H. Robinson, president First Na-
tional Bank, I.os Angeles, Cal.; Charles A.
Hinsch, president Fifth-Third National
Bank, Cincinnati, Ohio; A. E. Adams, presi-
dent Dollar Savings and Trust Company,
Youngstown, Ohio; Evans Woollen, presi-
dent Fletcher Savirgs and Trust Company,
Indianapolis, Ind.; Geo. E. Roberts, vice-
president National City Bank, New York
City; A. L. Aiken, president National Shaw-
mut Bank, Boston, Mass.; R. S. Hecht,

Orleans, La.; M. A. Traylor, president First
Trust and Savings Bank, Chicago, Ill.; John
W. Staley, president Peoples State Bank,
Detroit, Mich.; Waldo Newcomer, president
National Exchange Bank, Baltimore, Md.

The agricultural commission, which
for many years has prompted friendly
relations between the banker and the
farmer, is constituted as follows:

Joseph Hirsch, chairman, president Corpus
Christi National Bank, Corpus Christi, Tex.;
F. N. Shepherd, director Empire National
Bank, Lewiston, Idaho—address for mail:
Mills Bldg., Washington, D. C.; R.
Wheeler, president Farmers and Merchants
Union Bank, Columbus, Wis.; E. J. Bod-
man, vice-president and secretary Union
and Mercantile Trust Co., Little Rock, Ark.;
Chas. B. Lewis, president Fourth National
Bank, Macon, Ga.; Will C. Gordon, vice-
president Farmers Savings Bank, Marshall,
Mo.; W. G. Edens, vice-president Central
Trust Co., of Illinois, Chicago, IlL

The public relations commission, hav-
ing in charge matters of publicity in
which the association is interested, has
for its chairman Francis H. Sisson,
vice-president Guaranty Trust Com-
pany, New York City. The other mem-
bers are: -

M. E. Holderness, vice-president First
National Bank, St. Louis, Mo.; Fred W.
Ellsworth, vice-president Hibernia Bank
and Trust Co., New Orleans, La.; H. L.
Remmel, president Bankers Trust Co., Little
Rock, Ark.; Wm. P. Sharer, president First
National Bank, Zanesville, Ohio; C. F.
Weed, vice-president First National Bank,
Boston, Mass.; John R. Washburn, vice-
president Continental and Commercial Na-
tional Bank, Chicago, IlL

President Drum also appointed as
members of the executive council at
large the following bankers:

W. H. Robinson, president First National
Bank, Los Angeles, Cal.; E. W. Decker,
president Northwestern National Bank,
Minneapolis, Minn.; Fred 1. Kent, vice-
president Bankers Trust Co., New York
City; R. G. Rhett, president Peoples Na-
tional Bank, Charleston, S. C.; John W.
Staley, president Peoples State Bank, De-
troit, Mich.

Other committees of the Association
are as follows:

Administrative Committee: John S. Drum,

president Hibernia Bank and Trust Co., New chairman, president Mercantile Trust Co.,

66
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San Francisco, Cal.; Thos. B. McAdams, vice-
president Merchants National Bank, Rich-
mond, Va.; John H. Puelicher, president
Marshall and Ilsley Bank, Milwaukee, Wis.;
Richard S. Hawes, vice-president First Na-
tional Bank, St. Louis, Mo.; John F. Hagey,
vice-president First National Bank, Chicago,
IIl.; Tom J. Hartman, vice-president Pro-
ducers State Bank, Tulsa, Okla.; I. H.
Kemper, president Texas Bank and Trust
Co., Galveston, Tex.; Joseph Wayne, Jr.,
president Girard National Bank, Philadel-
phia, Pa., representing Trust Co. Division;
Edmund D. Hulbert, president Merchants
Loan and Trust Co., Chicago, Ill., represent-
ing Savings Division; W. A. Sadd, president
Chattanooga Savings Bank, Chattanooga,
Tenn., representing National Bank Division;
Henry H. McKee, president National Cap-
ital Bank, Washington, D. C., representing
State Bank Division; E. C. McDougal, pres-
ident The Marine Trust Co., Buffalo, N. Y.

Finance Conmittee: Thos. B. McAdams,
vice-president Merchants National Bank,
Richmond, Va., chairman; John H. Pue-
licher, Eresident Marshall and Ilsley Bank,
Milwaukee, Wis.; Harry M. Rubey, presi-
dent Rubey National Bank, Golden, Colo.;
Rome C. Stephenson, president St. Joseph
Loan and Trust Co., South Bend, Ind.; O.
N. Sams, president Merchants National
Bank, Hillshoro, Ohio; W. E. Purdy, assist-
ant vice-president Chase National Bank,
New York City; Frank W. Blair, president
Union Trust Co., Detroit, Mich.; Arthur B.
Morton, vice-president Pennsylvania Com-
pany for Insurance on Lives and Granting
Annuities, Philadelphia, Pa.; J. R. Dominick,
president Traders National Bank, Kansas
City, Mo.

Committee on Federal Legislation: C. H.
McNider, president First National Bank,
Mason City, Iowa, chairman; Fred Collins,
vice-president Bank of Commerce and Trust
Co., Memphis, Tenn.; George E. Brock,
president Home Savings Bank, Boston,
Mass.; H. J. Haas, vice-president First Na-
tional Bank, Philadelphia, Pa.; R. W. Akin,
cashier Peoples State Bank, Sullivan, Ind.;
George O. Walson, president Liberty Na-
tional Bank, Washington, D. C.

Committee of Five (Par Collection): M.
J. Dowling, president Olivia State. Bank,
Olivia, Minn., chairman; McLane Tilton,
president Commerce Bank and Trust Co.,
Charlottesville, Va.; Fred Collins, vice-
president Bank of Commerce and Trust Co.,
Memphis, Tenn.; Charles de B. Claiborne,
vice-president Whitney-Central National
Bank, New Orleans, La.; E. M. Wing, pres-
ident Batavian National Bank, I.aCrosse,
Wis.

Insurance Committee: I.. E. Sands, presi-
dent First National Bank, Pittsburgh, Pa.,
chairman; Oscar G. Foreman, president
Foreman Bros. Banking Co., Chicago, Ill.;
Frank L. Hilton, vice-president Bank of

a7

the Manhattan Co., New York City; J. A.
Latta, vice-president Northwestern National
Bank, Minneapolis, Minn.; Geo. S. Murphey,
president First National Bank, Manhattan,
Kan.

Committee on Membership: L. E. Phillips,
vice-president Bartlesville National Bank,
Bartlesville, Okla., chairman; P. B. Doty,
president First National Bank, Beaumont,
Tex.; W. D. Longyear, vice-president Se-
curity Trust and Savings Bank, Los Angeles,
Cal.

Committee on Public Education: John H.
Puelicher, president Marshall and Ilsley
Bank, Milwaukee, Wis., chairman; Stewart
D. Beckley, president American Institute of
Banking and cashier Citv National Bank,
Dallas, Tex.; Robert B. Locke, vice-presi-
dent American Institute of Banking and
manager Federal Reserve Bank, Detroit,
Mich.; Henry H. McKee, president National
Capital Bank, Washington, D. C.: Rudolph
S. Hecht, president Hibernia Bank and
Trust Co., New Orleans, La.; Rome C.
Stevhenson, president St. Joseph I.oan and
Trust Co., South Bend, Ind.; E. H. Sense-
nich, vice-president Northwestern National
Bank, Portland, Ore.

Committee on Public and Private Thrift:
S. Fred. Strong, treasurer Connecticut Sav-
ings Bank. New Haven, Conn., chairman;
John J. Pullevn, president Emigrant Indus-
trial Savings Bank, New York City: J. A.
House, president Guardian Savings and
Trust Co., Cleveland, Ohio; Oliver J. Sands,
president American National Bank, Rich-
mond, Va.; E. R. Decker, president North-
western National Bank, Minneapolis, Minn.;
Joseph R. Noel, president Noel State Bank,
Chicago, TIl.; D. W. Twohv, president Old
National Bank, Spokane, Wash.

Committee on State Legislation: Craig B.
Hazlewood, vice-president Union Trust Co.,
Chicago, Tll., chairman; L. A. Baker, cashier
Manufacturers Bank, New Richmond, Wis.;
Charles B. Lewis, president Fourth National
Bank, Macon, Ga.; John B. Clement. second
vice-president Central Trust Co.. Camden,
N. J.; F.J. Belcher, Jr., vice-president First
National Bank, San Diego, Cal.; Charles S.
McCain. vice-president Bankers Trust Co.,
Little Rock, Ark.; Edward Buder, vice-
president and treasurer Mercantile Trust
Co., St. Touis, Mo.: J. Pone Matthews,
president Palmetto National Bank. Colum-
bla, S. C.; W. P. Andrews, cashier First
National Bank, Ft. Worth, Tex.: Robert B.
Clark, active vice-president The Bank of
Tupelo, Tupelo, Miss.; J. A. Ormond, cashier
Citizens State Bank, Marianna, Fla.; J. N.
Kehoe, president Bank of Maysville, Mays-
ville, Ky.

Committee on State Taxation: FErnest J.
Perry, president First Fond-du-Lac Na-
tional Bank, Fond-du-Lac, Wis., chairman;
A. E. Adams, president First National
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Bank, Youngstown, Ohio; Wayne Hummer,
president LaSalle National Bank, LaSalle,
Ill.; Frank B. Cook, president Columbia
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Trust Co., Salt Lake City, Utah; Oscar W.
Arcularius, ~cashier Bank of Washington,
Washington, Mo. '

Associated Trust Companies Begin National Publicity
Campaign

THE most important and far-reach-

ing effort ever undertaken to
develop the potential trust business of
the country is beginning in the form of
full page advertisements appearing in
the January issues of national maga-
zines.

The first advertisement, entitled “The
Business Side of Happy New Year,”
sets forth the importance of making a
will and the value of naming an execu-
tor possessing “‘continuous existence,
accumulated experience, financial re-
sponsibility and the counsel and direc-
tion of many men skilled in business.”
Each advertisement calls attention to a
new booklet ‘“Safeguarding Your
Family’s Future” which may be obtain-
ed upon request from any subscribing
member to whom it is supplied or by
writing direct to the Trust Company
Division, American Bankers Association,
5 Nassau Street, New York, by whom
the advertisements are signed.

Each subscribing trust company has
been supplied with a copy of a bulletin
which contains helps, suggestions and
explanations for handling the work
locally in each community. This bulle-
tin contains a general letter to sub-
scribers; signed by Franecis H. Sisson,
chairman of the committee on pub-
licity of the Trust Company Divi-
sion; copy of advertisement appearing

in national magazines ; additional copies
of national advertisement to be ex-
hibited by subscribers in their bank-
entitled ‘“Safeguarding Your Family’s
Future”; six pieces of newspaper copy
for use in local papers; forms for let-
ters or printed matter in addressing
prospective customers and persons re-
questing booklets; suggested editorial
matter and a simple but complete out-
line of a system of record for follow-up
work.

This campaign is being conducted by
the committee on publicity, Trust Com-
pany Division, American Bankers Asso-
ciation, composed of the following:

Francis H. Sisson, vice-president
Guaranty Trust Company of New York,
New York City, chairman: Fred W.
Ellsworth, vice-president Hibernia Bank
and Trust Company, New Orleans, La.;
G. Prather Knapp, publicity manager
Mississippi Valley Trust Company, St.
Louis, Mo.; I. Webster Baker, pub-
licity manager The Guardian Savings
and Trust Company, Cleveland, O.;
Edw. H. Kittredge, advertising man-
ager Old Colony Trust Company, Bos-
ton, Mass.

The detailed operation is in charge
of Leroy A. Mershon, secretary of the
committee, at 5 Nassau Street, New
York.

ny

Banking by Wireless

FOR the first time in the history of

Wall Street the wireless telegraph
supplanted the ordinary telegraph lines
one stormy day last month in the carry-

ing on of stock market operations be-
tween New York and Chicago. The
wire lines were disrupted by the storm
early in the morning and during the
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final hour of trading on the New York
Stock Exchange, W. J. Wollman & Co.
conducted business with Clement, Cur-
tis & Co. of Chicago by wireless. The
plan worked with such perfection that
W. J. Wollman, who instituted the new
procedure, stated that it was a tremen-
dous step forward and precluded New
York being isolated from the rest of the
country because of storms which would
put the telegraph lines out of commis-
sion.

The arrangement for the service was
made hastily with the Intercity Radio
Communication Service, which will op-
erate wireless between New York,
Cleveland, Detroit and Chicago. This
service has not been formally opened;
in fact, it was an invitation to the open-
ing of the service the foflowing day
which gave Mr. Wollman the idea of
trying the service at once.

He communicated with the company
and within a few minutes the following
message was sent to Clement, Curtis &
Co. of Chicago: “Have made arrange-
ments with a wireless company to han-
dle our messages when wires are down.

ay
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Let us try it out.” The answer was
flashed back from Chicago: “If occa-
sion arises we will use it.” The land
telegraph wire was giving difficulty and
within a few minutes the first overland
wireless message in connection with the
stock market flashed from Chicago to
New York.

The message was received three min-
utes after it left Chicago. Several later
messages took from seven to eight min-
utes. In the case of each brokerage
house, however, the message had to be
telephoned to the radio station in the
respective cities and this caused some
little delay that could be eliminated by
the use of private wires for this pur-
pose. Mr. Wollman said he believed
that a half minute would suffice for the
transmission of an order with the tele-
phone part of the arrangement working
to better advantage.

After the close of the stock market
the operations by wireless were checked
up over the private wire between New
York and Chicago and it was found
that not a single mistake had been made.

Soundness of the Banking Situation

CuarLes H. SasiN, President Guaranty Trust Company, New York

OR months it has been certain—
and it has been repeatedly so
stated by students of the situation—
that there must be a liquidation of com-
modities, securities and labor before
this country could recover from the ef-
fects of the war and be restored to
anything like a business basis.
- The regrettable thing is that, as com-
modity and security prices reached
puints far above their real value in the
boom period, so they are today falling
to points far below their real value.
Necessary liquidation is proceeding af-
ter the manner anticipated.
The unfortunate effect in such a sit-
uation is always that many innocent
parties are made to suffer through ig-

norance and misunderstandings, and
also through the spread of false and
malicious rumors which such conditions
always inspire, with a resulting loss of
confidence and panic sales.

There is so much in the present sit-
uation to inspire confidence and hope for
the future that it is little short of crim-
inal for any one to paint the picture so
blackly, through either ignorance or in-
tent, that these vital facts are obscured.

Our banking system has withstood
the greatest credit strain in its history
and is on a sound and workable basis.
We are in the soundest financial, indus-
trial and political condition of any im-
portant nation in the world.

To consider the present reaction as
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anything but a temporary setback from
the destruction, inflation, extravagance
and unsound economic conditions pre-
cipitated by the war is simply not to
reckon with the truth. It remains true
today, as it has since this country was
first settled, that any man who sells
the United States of America “short”
is in the long run certain to lose, and
furthermore, any man who seeks to
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profit by the misfortunes of others in
the circulation of misstatements or false
rumors, hoping to precipitate further re-
actions, should be branded as a public
enemy.

This is a time for clear thinking and
courageous acting, and in the proportion
that such factors are brought to bear
will rewards follow when this spell of
reaction has run its course.

]

Book Reviews

Lasor’s Crisis. By Sigmund Mendel-
sohn. New York: The MacMillan
Company.

The question of labor reform is taken
up by this employer from the employ-
er’s point of view. He analyzes labor’s
propositions to remedy the existing un-
rest, argues that the labor scarcity is
not entirely due to decrease in the num-
ber of laborers, and suggests many ef-
fects of the unrest itself on production
and on labor. It is a thoughtful study
by a keen, open-minded employer, con-
tributing to one of the most important
discussions of the day.

Tue GreaT GAME oF Business. By J.
George Frederick. New York: D.
Appleton and Company.

The rules that make men work well
together for business results, the things
that make the great game of business
enjoyable, the facts that show what
business really is, are dwelt upon by
Mr. Frederick. ‘He shows the way by
which men push ahead, the motives
which make them succeed, the aims of
profit-getting and proving themselves
which are back of all effort. The book
starts and finishes with the idea that
business, properly played, is perhaps
the greatest game left to man. The
rules, he says, are being set by men of
character, by law, by reform agitation,
by Federal Trade Commission, by trade
associations.

AMERICAN CHAMBER OoF COMMERCE IN
LonpoN. Year Book, 1920. Lon-
don, England.

The American Chamber of Commerce
in London is endeavoring to promote a
better understanding and a closer rela-
tion between the United States and the
United Kingdom. The year book states
its aims and activities, officers and direc-
tors, by-laws, and gives a list of its life,
active, and associate members.

)

Economic History oF MANCHURIA.
EconoMmic History oF CHOsEN.
Seoul, Chosen: Bank of Chosen.

These two volumes are the second and
third of a series compiled in commemo-
ration of the decennial of the Bank of
Chosen. They show the development of
the countries in which the bank has op-
erated and to which it owes its develop-
ment. In order to engage in business
successfully with foreign countries,
their conditions must be stadied and ap-
preciated and these two books give that
needed insight into the advantages o
the East. .

(1

MoneEy aNp Banking. By John T.
Holdsworth. New York: D. Apple-
ton & Company.

This book covering the history, prin-
ciples and practices of money, credit
and banking, is designed to be used as
a source of general information for bus-
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iness men and students of banking and
business. In this revised edition ac-
count is taken of the functioning of the
Federal Reserve System under the
stress of war and of the changes in
banking practice brought about by war
and after war conditions. Recent bank-
ing legislation is thoroughly covered and
the growing importance of trade and
bankers’ acceptances in the banking sys-
tem is given adequate treatment.

G

INVESTMENT BANKERS AND BROKERS OF
AMERIcA. 1920. New York: Sites
Publishing Company, Inc.

This record contains in a concise
manner names, addresses and descrip-
tion of class and kind of security han-
dled by approximately ten thousand
dealers in securities in the United States
and Canada. With reference to dealers,
the following information is given:

Name, address, when organized and
capital; description of class of securi-
ties dealt in and long distance telephone
calls; departments (sales, buying, mu-
nicipal, etc.) with managers’ names;
memberships in exchanges, correspond-
ents, private wires, firm members,
branch offices, bank references, original
issues underwritten during the current
year; records of stock exchanges show-
ing history, members, securities traded
in; commission rates, rules for delivery,
digest of constitution and by-laws; se-
curity dealers’ associations in the United
States and Canada; history, members,
constitution and by-laws; Blue Sky and
investment security laws of all the
states in full; court decisions, interpre-
tations, instructions; forms required in
application for licenses.

The information has been gathered
from authentic and original sources and
carefully compiled.

PracticE AND Law oF BankinNe. By
H. P. Sheldon. London: MacDonald
and Evans.

This book endeavors to provide for
the practical bank man and for the stu-
dent of English banking law and prac-
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tice, a manual sufficiently extensive in
scope to meet present-day requirements.
It devotes parts to the law of cheques,
bills of exchange and promissory notes,
banking instruments, bankers’ funds,
securities, bankruptcy and deeds of ar-
raignment. The law cases cited
throughout are listed for quick refer-

ence.
W

Trust ComPANIES oF THE UNITED
StaTes. 1920. New York: United
States Mortgage and Trust Company.

This volume, which is published
vearly, lists all trust companies and
banking institutions acting in a fiduciary
capacity in the United States. The in-
formation is secured from authoritative
sources such as the various state bank
departments. The latest statement of
each trust company listed is given.

(4}

Trusts AND TrusTees. New York:
American Exchange National Bank.

This little book is published by the
American Exchange National Bank to
tell how the trust department can help
in matters of a fiduciary nature.

Authoritative data respecting trusts,
trustees, wills, executors and related
subjects is offered in a concise, handy
and interesting form.

L)

BisLiograPHY OF INpusTRIAL EFFI-
clENCY AND FacTtory MANAGEMENT.
By H. G. T. Cannon. New York:
E. P. Dutton & Company.

The first part of this handbook is a
classified and annotated guide to the
literature published in book form om
industrial efficiency and factory man-
agement with analytical references from
the contents of such works relating to
the science of industrial management,
and also indexes the important articles
published in the transactions of various
societies and technical journals. The
second part is an alphabetical author
index which shows the exact position of
entries dealing with the references on
any particular topic treated therein.
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Tarr ParErs oN THE LeaGuE oF Na-
TIONS. New York: The MacMillan
Company.

The speeches and letters of ex-Presi-
dent Taft have been edited as he is a
foremost authority on the League of
Nations. This collection of his papers
groups in order the speeches and the
correspondence, especially with the
White House, on points involved during
the famous Senate deadlock. The objec-
tions to the League on the grounds that
it interfered with our sovereignty, and
with the Monroe Doctrine, that it in-
volved abandonment of our traditional
policy against entangling alliances, and
that the country lacked power under the
Constitution to enter into such a treaty
are met by Mr. Taft in these papers.
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ForeieN GovERNMENT SECURITIES. By
Albert W. Kimber. New York: A.
W. Kimber & Company.

The financing of foreign countries by
the bankers and investors of the United
States makes this book of timely in-
terest. It is a comprehensive and scien-
tific exposition of the entire subject of
foreign government bonds and invest-
ment in them. Purposes, methods and
provisions of such bonds, their security,
prices and fluctuations are clearly ex-
plained in various chapters. A practi-
cal application of the principles set
forth in the preceding chapters is given
in the analysis of two typical countries,
representing a good risk and a bad risk
from the investor’s point of view.

Y

National Thrift Day and its Effect on American
Character

By L. R. GARRETSON

UST as Christmas, Fourth of July,

and the observance of the birthdays

of Washington and Lincoln have affect-

ed American character, so has the
observance of National Thrift Day.

Five years ago, Charles H. Norton,
of Philadelphia, as a result of his close
contact with the business extension work
of bankers throughout the country, con-
ceived the idea of a day to be nationally
" observed as one upon which the individ-
ual would start some definite practice of
thrift. Clear-visioned bankers here
and there throughout the nation saw the
value of the idea immediately and a
great many put it into practical opera-
tion, with the result that a large number
of new accounts were opened in such
communities on that day.

Since then, year after year, the pop-
ularity of National Thrift Day has
grown; and its being designated as
January 17—the anniversary of the

birth of Benjamin Franklin—has made
the observance a most appropriate and
popular one wherever the teachings of
“Poor Richard” are appreciated and
their practice encouraged.

Particularly at this time of falling
prices the stability and soundness of our
national structure are founded on our
thriftness. The wonderful wealth of
this nation makes possible through even
moderate thrift preparation for any
condition, and that we are prepared is
indicative of the far-sighted tendencies
of our people as a whole.

It is interesting to know that nota-
tions of last year’s observances show
that in some five or six hundred com-
munities, National Thrift Day was ob-
served, and that proclamations were
issued in many states, while approxi-
mately $100,000 was invested by
committees in the promotion of the

campaign.
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Foreign Trade and the Interior Bank
By Willis H. Booth

Vice-President Guaranty Trust Company of New York

P to the present time the banks

in the interior of the United

States have played a com-
paratively small part in the develop-
ment of our foreign trade. As a result
of the war, this country has been forced
into many new industrial and financial
activities that reach out into every for-
eign country, activities which affect the
welfare of the smaller communities
nearly as much as they do those of the
larger cities. Manufacturers in small
towns throughout the United States
have become interested in the possibili-
ties of foreign markets, and they natu-
rally are looking to their local banks to
advise them regarding their foreign
trade problems, both actual and poten-
tial. We believe that the time has come
for the interior bank to realize that its
business is the same as all others—that
the biggest thing it has to sell is Serv-
ice, and that at the present moment one
of its greatest opportunities for service
is to.aid in the development of Amer-
ican foreign trade. - :

We have learned by recent experience
that the factories of America are today
so huge and their output at full ca-
pacity is so great that the domestic
market cannot regularly absorb it. It
is only by a constant flow of overseas
trade that we can run full time all the
time. To do less than that means homes
in America in which the breadwinner is
out of work. It means “part time” in
many factories, or mills that are entire-

ly shut down. Additional orders from
any source tend to reduce overhead ex-
penses of production, and tend also to
reduce the cost of raw materials by in-
creasing the quantity bought. All the
advantages of large scale production
come into play when these export or-
ders are received.

Increased orders from foreign coun-
tries tend to change the seasonal de-
mands to year-round demands. The
manufacturer who has a market for his
goods in South America, for instance,
possesses a great advantage, because
the seasons there are exactly the re-
verse of our own. And so, because the
markets of all the world are greater
and steadier than the markets of any
one country, the American manufac-
turer and merchant must cultivate the-
foreign field, and the interior bank, in
codperation with the international bank,
must be prepared to offer facilities nec-
essary for the prompt and efficient han-
dling of foreign trade transactions.

THE STAKE OF THE INTERIOR BANK

That the interior bank is vitally in-
terested in the development of foreign
trade is evident from the fact that a
large proportion of the manufactured
goods exported from the United States
are produced in towns with a population
of fifty thousand or less. There are
two thousand one hundred and forty-
nine towns of this size. As to our im-

8
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port trade, it is only necessary to point
out that Akron, Ohio, with a population
of one hundred and fifty thousand, buys
about one-fourth of all the crude rubber
in the world. In four hundred and six-
teen cities of ten thousand to twenty-
five thousand, in 1914, the total value of
manufactured products was $3,261,-
395,000. _

Cities of fifty thousand and under
make up a large proportion of our man-
ufacturing area and present almost un-
limited possibilities from the foreign
trade standpoint. There are one hun-
dred and thirty-three towns of this size
in Indiana, and an exactly similar num-
ber in Massachusetts. The most cursory
" examination of the manufacturing fa-
cilities of these hundreds of small towns
reveals their possibilities from a foreign
trade point of view. And the manufac-
turers in those towns are no longer
groping in the dark in regard to foreign
affairs. Practically all of them are
members of powerful trade associations.
They journey in large numbers from
the small interior towns to New York or
San Francisco to attend foreign trade
conventions, and they are diligent read-
ers of foreign trade publications. But, in
far too many cases, when they go back
home they do not find in their own
towns the facilities for obtaining the in-
formation for transacting their foreign
business. Export shipments are made
constantly from all these small towns.
Imports of raw materials needed in our
industries are constantly flowing from
the seaboard to the interior. All these
transactions involve the services of
banks. The interior bank may inter-
pose itself as a useful link in the sys-
tem of overseas trade.

INCREASING INTEREST OF INTERIOR
TOWNS IN FOREIGN TRADE

How widely distributed is the interest -

in foreign trade is plainly shown by a
study of the letters received by the In-
ternational Trade Service of the Guar-
anty Trust Company of New York from
the smaller towns throughout the United
States, which indicate an increasing in-
terest in foreign trade on the part not
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only of the interior banks but of the lo-
cal manufacturers. Danville, Va., is
interested in sending tobacco to Vene-
zuela; La Porte, Ind., wants to send
farm tractors to Brazil; Austin, Tex.,
desires to import French novelties; St.
Joseph, Mich., desires an agent for au-
tomobile accessories in India; Burgetts-
town, Pa., sends an inquiry regarding
industrial enterprises in Jugoslavia;
Parkersburg, West Va., wants to sell oil
well supplies to Mexico; Keokuk, Iowa,
is interested in developing a market for
rolled oats in South America; Coshoc-
ton, Ohio, wants to appoint an agent in
Spain for its glass bottles; Lompog,
Cal,, is interested in the importation of
mustard seed from the Dutch East In-
dies; Cadillac, Mich.. desires to ship
veneer to New Zealand; Monessen, Pa.,
is interested in steel wire in South Af-
rica; Charlotte, N. C., wants to send
cotton to Finland; Norfolk Downs,
Mass.. has a customer for weighing ma-
chinery in Formosa; Mount Pleasant,
Mich., has a customer for trucks in
Guatemala, and Valdosta, Ga., wants to
export cotton linters to Czechoslovakia.

It is obvious that the interior bank
cannot set up elaborate machinery and
an expensive personnel equipped to an-
swer specific inquiries regarding foreign
trade. The international bank, has,
however, built up a worldwide network
of branches, affiliations and special cor-
respondents, backed up by staffs of ex-
perts in the metropolis, which is freely
offered to the interior banker in order
to assist him to develop the foreign
trade of his community. The interna-
tional bank has, in fact, created facili-
ties which make it possible for the ex-
porting and importing clients of the in-
land bank to do business on a safe ba-
sis with the merchant in the interior of
China, the ranchman in Australia, the
miner in Africa, and the planter in
Latin America.

WORLDWIDE FACILITIES AVAILABLE

To illustrate concretely just what
this means, let us examine the facilities
which are offered to the interior bank
by the large international financial in-
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stitutions. First of all, they have direct
banking connections with Great Britain
and Continental Europe, the Near East,
Latin America, South Africa and Aus-
tralasia, with China, Japan, British
India, the Dutch East Indies, and with
the Straits Settlements. They are in
direct and constant communication with
thousands of correspondents in every
trade centre of any importance through-
out the world.

In their foreign trade services these
international banks have created depart-
ments to give specific commercial infor-
mation, by interview or by mail, regard-
ing the prospects for the sale of Amer-
ican goods abroad. They have imme-
diate access to reports regarding the
credit standing and commercial probity
of hundreds of thousands of foreign
firms and corporations, all of them care-
fully revised to cover changes made
during the war.

These departments include in their
personnel experts on tariffs, marine in-
surance, freights, forwarding, customs

duties and shipping documents, and men
who have traveled extensively in for-
eign countries. Supplementing their
personal knowledge of foreign countries
and of the manners and customs of the
peoples inhabiting them is a daily serv-
ice of information by mail, wire and
cable from private and official sources
and from their branches, subsidiaries
and agents throughout the world re-
garding changing conditions, new de-
mands for American products and move-
ments of foreign buyers. Over the
desks of these experts there passes each
day a large quantity of written and
printed material in all languages, and
items of interest to American exporters
and importers are sent out promptly to
specially selected mailing lists.

CONCRETE EXAMPLE

Here is a concrete example of the
kind of service which an interior bank
should be able to render: In an Illinois
town of about ten thousand inhabitants
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there is a small factory manufacturing
a line of tools. As a result of adver-
tising in export journals, this manufac-
turer received an order from Buenos
Aires for two thousand dollars’ worth
of goods. The buyer stipulated that the
merchandise was to be sent forward
with draft attached to documents, which
were to be delivered against the accept-
ance of the draft at 60 days’ sight. It
was the manufacturer’s first export or-
der, and he went immediately to his lo-
cal bank for advice as to how the goods
should be packed for export to Argen-
tina and what railroad and shipping
documents were needed. and above all
how he was to get his monev. The in-
terior bank was able, through codpera-
tion with its banking correspondent in
New York, to obtain a quick report on
the credit standing of the Argentine
customer, which showed that he was a
perfectly good credit risk. Information
was also supplied as to packing and
shipping, and the interior bank was able
to aid its customer in financing the
transaction.

CREATING LOCAL INTEREST

There are a number of ways in which
the interior banker can foster interest
in foreign trade in his community. One
of the most effective methods is to ob-
tain the support of the leading local
newspaper. The editors of the progres-
sive newspapers of our inland cities
fully recognize the importance of for-
eign trade, but are frequently at a loss
to obtain a sufficient amount of mate-
rial to run a regular foreign trade de-
partment. Arrangements can be made
for supplying newspaper features, as
well as a continuous supply of foreign
trade news. The local public library
is another institution which can be uti-
lized most effectively in foreign trade
promotion. It should be supplied with
a good selection of books on foreign
commerce, foreign countries, and for-
eign travel, commercial geography, in-
ternational law, tropical and subtropical
and other imported commodities, atlases,
books on shipping, on marine insurance
and foreign exchange, international
banking, and ports and harbors. The
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local schools and the Y. M. C. A. can
do similar work.

Most important of all, however, is the
proper organization of the business men
of the community. The Chamber of
Commerece if it has not already done so,
should form a foreign trade committee
to make a survey of the foreign trade
activities of its members. It should
maintain an up-to-date list of all mem-
bers doing an exporting or importing
business, with full details of the com-
modities handled and of the foreign
countries in which the members are in-
terested. A foreign trade reference li-
brary should be installed in the local
Chamber of Commerce, which should
contain directories of foreign markets
and directories and lists of American
exporters, exporting manufacturers,
dealers and commission houses. This
reference library should receive regu-
larly all the publications of the Bureau
of Foreign and Domestic Commerce.

Direct contact should be established
with the American commercial attaches
and trade commissioners maintained by
that bureau in foreign countries. Ar-
rangements should be made to obtain
regularly the foreign trade publications
of the National Foreign Trade Council,
the American Manufacturers Export
Association, and of the large banks
which specialize in foreign trade. Sub-
scriptions should be made to the lead-
ing export trade journals. All this in-
formation can be obtained and classified
for the use of local manufacturers with
very little trouble and expense. Foreign
visitors to this country should be en-
couraged to visit the local manufactur-
ing plants. Another effective method
of obtaining information direct from
foreign sources is for the local Chamber
of Commerce to arrange for the ex-
change of membership and services with
American Chambers of Commerce in
foreign countries.

THE IMPORTANCE OF FOREIGN TRADE

It cannot be too strongly emphasized
that the interior banker has an impor-
tant part to play in the development of
our import trade, as well as that of our
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exports. Our dependence upon other
countries for foodstuffs and raw mate-
rials grows constantly greater with the
increase in our population and the pro-
ductive capacity of our industries.

In order to provide a sustained mar-
ket for the surplus products of our
manufacturers, we must have a regular
and increasing supply of many com-
modities which are not produced within
the confines of the United States, or
which are produced in such small vol-
ume as to be entirely inadequate for our
requirements. We must obtain manga-
nese for our steel mills from Russia and
South America. Our tanneries must
have quebracho from Argentina; our au-
tomobile tire industry must obtain crude
rubber from Brazil; our machine shops,
rail mills, armored plate works, and
wire rope factories must have nickel
from Canada and New Caledonia; our
tinplate manufacturers must import
their tin from the Malay Straits and
from Bolivia; our silk factories must
get their raw product from China and
Japan; our clothing wools must be im-
ported from Australia and Argentina;
our manufacturers of twines, canvas,
linens and laces must get their flax from
Russia and Belgium; our burlap makers
must get their jute from India; the sisal
which is used to make our binder twine,
which is so essential in the harvesting
of our crops, must come from Yucatan.
We must also import large quantities of
cocoanut oil and other vegetable oils
from the Dutch East Indies and from
the Pacific isles; coffee from Brazil, tea
from China, India, Japan and Java;
cocoa from Venezuela, sugar from
Cuba, rice from the Far East, spices
from the East Indies, platinum from
Colombia and vanadium from Peru.

The list could be made very much
longer, but the above is sufficient to
prove the dependence of many of our
important industries on the raw prod-
ucts of other countries. The interior
banker must be prepared to offer facili-
ties to his importing clients who wish
to buy these commodities in distant
lands. He must be able to help the
local impqgter to locate sources of raw
materials, advise him regarding reliable
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10,000 miles of pri-
vate wires help make
our National Invest-
ment Service to
bankers unusually
prompt.

foreign exporters and market condi-
tions, and on how he may establish the
necessary import credits through his re-
lations with the international banker.
It cannot be too strongly emphasized
that in the long run international trade
must be to a large extent the exchange
of goods for goods. In encouraging
Europe and other countries to liquidate
their debt to us in goods (for they can-
not send us gold without further de-
preciating their inflated currencies), it
does not mean that this debt can be
liquidated only in articles of European
origin. For example, Great Britain
might offset her adverse trade balance
with us on direct interchange of com-
modities by a debit balance owing by
us on our imports of jute from India,
wool from Australia, hides, skins and
wool from South Africa, ete. A debit
balance owing by the United States to
Argentina for our imports-of the raw
products of that country could be offset
against the balance due from Argentina
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to England, and in turn by England
against the United States.

HOW EXCHANGE WORKS AGAINST US

It is only by increasing their exports
that Europe and Latin America can
overcome the exchange handicap which
makes it so difficult for them to buy
American products. To illustrate how
the exchange problem works to the dis-
advantage of the American exporter,
take the case of an importer in Argen-
tina who is in the market for American
farming implements. The dollar is at a
premium in Argentina as it is in all
South American countries. The Argen-
tine buyer, in converting his pesos into
American dollars today, must pay a
premium of about 25 per cent. over the
normal rate of exchange. Under the
circumstances it is quite likely that he
will purchase British goods, because the
exchange rate on the pound sterling is
much more in his favor. This exchange
handicap against American exporters
will increase not only in Argentina but
throughout the world if we continue to
export at the recent high price levels
wtihout a corresponding increase in im-
ports.

IMPORTANCE OF THE EDGE LAW

If our foreign trade is not to suffer
through inadequate financing, we must
give thought to some form of long-term
credits in order to supplement the op-
erations of the international banks and
to make liquid the frozen long-term
credit situation in foreign markets. To
meet this situation the Edge Law was
recently passed. This law gives us for
the first time in our history a financial
organization for the express purpose of
assisting foreign trade through long-
term investments. The original Federal
Reserve Act authorized the establish-
ment of branches by our national banks
in foreign countries. The Edge Law
goes one step further in providing for
the formation of these foreign invest-
ment banks under Federal Charter. A
most important provision of the Edge
Law is that which permits corporations
formed under its provisions to issue
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Louisiana
Banking Laws

The laws of Louisiana are
based chiefly on the “Code
Napoleon” or from the French
Law.

The laws of other states are
based on the Common Law
of England.

For the convenience of
banks and bankers of the
country we have prepared a
booklet on the new Louisiana
Banking Laws passed by the
General Assembly of 1920.

We shall be pleased to send
you a copy upon request.

Hibernia
Bank @& Trust Co.

New Orleans

their own notes and debentures for sale
to investors.

The interior banker has here a very
definite part to play in educating his
community in the relation which our
overseas commerce bears to domestic
prosperity and in pointing out the de-
sirability of such securities in order to
make possible a continuous and increas-
ing flow of foreign orders. The interior
banker should be the point from which
should radiate the facts and figures to
show that the local manufacturer, the
farmer and all their employees have a
direct personal interest in maintaining
our export trade in order to avert the
slowing up of production, reduction of
wages, and unemployment.

In order that the grain produced in
the agricultural sections may be sold
abroad and thus produce domestic pros-
perity, which in turn will increase local
prosperity, the interior banker should
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ffices in all the principal towns in Greece,
Egypt, Cyprus, Crete, Constantinople and in
Smyrna, the Bank extends Exceptional Facilities for Ex-
port and Import Trade between Great Britain and the
Near East generally, and invites enquiries and correspond-
ence relating thereto.

WITH its o

Head Office: ATHENS

LONDON OFFICE:

22, Fenchurch Street, E.C.3
MANCHESTER : Portico Building, 57, Mosley Street
\

spread far and wide the fact—sup-
ported by simple illustrations—that do-
mestic prosperity is absolutely depend-
ent upon the marketing abroad of the
surplus of American products. The ex-
tension of export credits by Edge Law
corporations will enable Europe to buy
American wheat, rye, corn, meats, pelts,
and wool as well as many classes of
manufactured goods.

EVERY COMMUNITY DIRECTLY
INTERESTED IN FOREIGN TRADE

A recent analysis of the cargo carried
by a United Fruit liner sailing from
New Orleans to South American ports
showed that practically every commu-
nity in the United States, manufactur-
ing or agricultural, had some part in the
production of the cargo sent out in this
steamer. Hardware factories in thou-
sands of small towns are dependent
upon our export trade. Agriculture is
interested not only in the direct export
farm products, but it has a very great
interest in the export of manufactures
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produced in America from farm prod-
ucts such as cotton goods and tobacco
manufactures of all kinds. Breeders of
pure bred stock are interested in the
possibilities of South America. The
fruit and vegetable growers, the poul-
try trade producers, the honey and nut
producers, the dairymen and canners
are all alive to the possibilities and seek
information and assistance in the devel-
opment of new markets.

The surplus of our agricultural prod-
ucts produced in the West is consumed
by Europe, and thereby prices are sus-
tained. Foreign trade is of great im-
portance to the South because foreign
countries consume 65 to 70 per cent. of
our cotton. The products of the facto-
ries of the north and east are sold
throughout the world, thus furnishing
work and wealth for millions of people
In 1919 we exported eighteen million
cases of canned milk, thirty-four million
-pounds of butter, fourteen million
pounds of cheese, six and a half million
bales of cotton and six hundred and
eighty million yards of cotton cloth.
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Every description of banking business transacted,
including the making of collections, the issuance of
travellers' letters of credit and Jocumenhry letters
of credit, buying and selling of foreign exchange
and of stocks and shares.

Our large capital and complete organization en-
able us to handle
care with efficiency and promptness.

matters entrusted to our
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It need hardly be pointed out that
the success of our foreign trade depends
to a greater extent upon the bank than
upon any other single agency at the
command of business. It has been
truthfully said that the international
bank of to-day is the outpost of busi-

ness, and the role of the interior bank
is certainly equally important. Between
them—the interior bank and the inter-
national bank—they must translate our
business ways to the foreign buyer and
seller and translate the ways of the for-
eign buyer and seller to us.

&

Foreign Credit Losses Small

N a recent article in Printers’ Ink
Walter F. Wyman, sales and export
manager of the Carter’s Ink Company,
brings out the fact that credit losses in
foreign trade average considerably
lower than domestic credit losses. This,
it is brought out, is exactly contrary to
the general belief of the novice in export
trade. Mr. Wyman says:

There can be no doubt as to the actual
facts. The Foreign Credit Conference of
the Boston Export Round Table, with its
thousand delegates, surprised the credit
world by the frank and public statements

of leading exporters as to their exact credit
losses. From the testimony of forty leaders
who volunteered information it was estab-
lished that foreign credit losses on branded
American merchandise averaged from one-
eighth to one-quarter of one per cent, an
average from 20 to 75 per cent. less than
their per cent. on domestic credit losses.
This merely confirms figures which had
been for years known to the inner circle of
grantors of credit abroad. This Foreign
Credit Conference, held during the war, had
for its underlying reason the bringing of a
little-known truth to manufacturers wgo had
hesitated to engage in foreign trade because
of the dangers they felt surrounded it.
There are sound reasons why foreign

R3



Increased Trade

With France and Belgium

DURING the past year the trade of the
United States with France was valued
at $1,017,240,405, and with Belgium at
$385,576,408, exports to the latter reaching
double their value of 1918.

Our close relations with Lloyds and
National Provincial Foreign Bank, Ltd.,
enable us to offer complete banking facil-
ities throughout France and Belgium.
Branches in Cairo and Alexandria, Egypt,
throughout Morocco and West Africa.
Special facilities for handling transactions
in Tunis and Algeria.

The New York Agency invites inquiry

Bank of
Dritish West Africa

Head Office, London

New York Office—100 Beaver Street.
R. R. Appleby and Rowland Smith, Agents

Authorized Capital, $20,000,000 Paid Up Capital, $6,000,000
Subscribed Capital, 15,000,000 Reserve - - - 3,125,000
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Agencies in United States .
New York San Francisco Los Angeles Seattle

Bank, Ltd.

This bank is in a position to render direct banking service through its
branches and agencies in connection with commerce between the
countries of the Orient and the United States.

Complete facilities for all kinds of banking transactions in the Far
East, including the purchase, sale and collection of bills, issuing of

NEW YORK OFFICE

drafis and letters of credit negotiable in all parts of the world.

R. ICHINOMIYA, Agent

120 BROADWAY

credit losses should average less for each
dollar of sales than those domestic credit
losses. One of the most powerful factors is
the relative size of domestic and foreign cus-
tomers. The smallest economical export
shipment is forty cubic feet, or a ton by
weight. This is far larger than the average
domestic shipment, and therefore, an export
order pre-sgupposes a larger buyer in the
background.  In this country in many lines
any merchant who can order a hundred
pounds of merchandise at a time is a wel-
come customer. In foreign trade_the mini-
mum economical shipment is twentytimes as
large. The average retailer in this country
is in a position to buy direct from the aver-
age manufacturer. The average retailer

abroad is not large enough to be an im-
porter of a ship’s ton at a time.

This homely illustration makes clear the
important fact that by necessity the average
export transaction is of greater volume, and
in consequence originates from a larger
type of buyer than the average domestic
transaction. The importer abroad who
places an order with an American manufac-
turer and who desires the extension of credit
realizes that he must, directly or indirectly,
prove himself to be worthy of credit. The
average merchant in the United States of
similar size and importance takes his credit
standing for granted and established by a
symbol in the rating book of mercantile
agencies.

L

Public Must Help Finance Foreign Trade

THE burden of financing foreign

trade operations should rest not
with the banks but ultimately with the
public is the opinion of Steven de
Csesznak, publisher of Export Ameri-
can Industries, the foreign organ of the
National Association of Manufacturers.
Mr. Csesznak says:

All well-informed financiers and manufac-
turers agree that a deciding factor in our
prosperity henceforth is to be our foreign
trade. Hitherto the United States has not
been an exporting nation in the full sense
of the word. It has rather peripatetically
entered the world markets when there was
a surplus over the domestic requirements.
This surplus during the past decade has
been growing larger and larger until, to-
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Asia Banking
Corporation

A New Branch in
the Orient—SINGAPORE

T Singapore, the commercial trade center of

Southern Asia and eighth largest seaport city in

the world, this Corporation has just opened its ninth
branch in the Far East.

The port, capital of the Crown Colony of the Straits
Settlements, is free to ships of every nation, without
charges on exports or imports. The imports in 1917
were valued in excess of $300,000,000 and the ex-
ports about $290,000,000. The total tonnage entered
and cleared annually is more than 17,000,000 tons.
Copper, tin, and tropical goods of all kinds make up the
principal exports, while the imports are of a general
nature.

The breadth and character of the banking facilities
which the establishment of this newest foreign branch
opens up for American and Far Eastern traders are
significant of the changed order of world conditions.

It is, of course, a complete banking service that we
render.

But over and above mere completeness, the service
is direct—which means that the accurate and prompt
negotiation of all transactions is made certain by never
allowing the business in hand to get beyond the control
of this Corporation.

We invite interviews or correspondence relative to
trade with the Far East.

Branches in the Far East:

SHANGHAI
HONGKONG
CANTON
MANILA
SINGAPORE

HANKOW
PEKING
TIENTSIN
CHANGSHA

Asia Banking Corporation
Head Office:
35 Broadway New York

Capital $4,000,000
Surplus and Undivided Profits $2,300,279.57
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day we produce annually more than we are
able to sell in the United States.

It is estimated that private interests in
this country now hold approximately three
billion dollars in various forms of securities
for raw and manufactured materials which
we have sold abroad. These securities have
been absorbed by financial institutions as
part of their regular banking function. The
public, which, after all, is the great reservoir
of wealth, has not directly participated in
this operation. It is essential that from
now on the public should participate in the
financing of our foreign trade with the same
degree of earnestness that characterizes it
in meeting the needs of our domestic indus-
tries. The organization of foreign financing
institutions must be undertaken on a broad
and comprehensive basis and the securities
of these institutions must be ahsorbed bv
the investor. It has been the willingness
of the American investor, large and small,
to purchase the securities of our great
domestic industrial organizations that has
made it possible for this country to advance
so rapidly to its present position as a leader
in manufactures.

This development, aside from the ability
to obtain necessary funds for extension, was
successful because there was here a market
for evervthing that could be produced. The
needs of that market have been met and
passed by the production of this country.
In order to provide employment for the
people it is now necessary to produce more

than this nation can consume. Restriction
of production means unemployment, and
unemployment per se further decreases con-
sumption. All the various elements of our
great industrial enterprise realize this only
too well. The Edge Law, which permits the
organization of banks for the purpose of
extending credit to foreign purchasers
against authenticated documents, gives us
the medium by which we can finance the
development of our foreign trade as ade-
quately as we have financed the development
of our great domestic industries. Within a
few weeks there will be organized under the
auspices of the American Bankers Associa-
tion a great foreign banking corporation,
with approximately one hundred million dol-
lars capital, capable of absorbing credits for
foreign purchasers to the amount of one bil-
lion dollars. Debentures of this bank will
be sold to the large and the small investor.
With the successful formation and opera-
tion of this corporation a great practical
step will have been taken in the sclentific
financing of this phase of our industrial
life on which the further industrial develop-
ment of this nation depends. The sale of
its debentures will mark the participation of
the investing public in the actual conduct of
foreign trade and will aid in familiarizing it
with the fact long since established in
Furope, that securities based on foreign
assets are as reliable as our own domestic
issues.

Says Banks Handicap Foreign Trade

THE practice of some of the banks

in demanding that when they pur-
chase bills pn certain non-European
countries they be permitted to retain 25
to 50 per cent. as a margin was con-
sidered by William H. Douglas, in an
address before the Chamber of Com-

merce of the State of New York, as
practically preventing the carrying on
of trade operations with countries out-
side of Europe. Mr. Douglas said in
part:

It is well known to-day that manufac-
turers, merchants, exporters and commission
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houses are not able to sell bills on Austral-
asia, South and Central America, South and
Central Africa, the West Indies, China,
Japan and the Far East generally, so that
practically we are debarred from doing
business with all parts of the world except
Europe.

The banks are demanding that if they buy
a bill on any of these countries they be
permitted to retain 25 to 50 per cent. as
a margin, or, if that is not done and the
bill is purchased, they ask for a fixed deposit

THE BANKERS MAGAZINE

of practically the same amount. We were
notified recently that no bills would be pur-
chased on South Africa, except on a 50 per
cent. margin to be retained by the banks.

How we are to change this condition 1
do not know, but I do not hesitate to say
that the weakest link in the chain of co-
operation in our export trade rests with
the bankers. And it is not only the Ameri-
can banker but it is the foreign banker,
too, who is demanding these terms.

Smaller Exports and Imports in November

ECREASED exports and imports

in November, as compared with
October of 1920 and November of 1919,
are shown in a statement issued De-
cember 20, 1920, by the Bureau of
Foreign and Domestic Commerce of the
Devartment of Commerce.

Exports in November amounted to
£675.000.000, against $752.000,000 for
October, 1920, and $740,000,000 in
November, 1919. For the eleven
months ending with November. 1920,
the exports were $7,507,000,000, as
compared with $7,239.000,000 for the
corresponding period the previous year.

November imports were valued at
$321,000,000, as compared with $334,-
000,000 for October, 1920, and $425,-
000,000 for November, 1919. For the
eleven months period ending November,
the imports were $5,013,000,000,

against $3,524,000,000 during the cor-
responding period of 1919.

Imports of gold during November
amounted to $57.000,000 and exceeded
those of November, 1919, by $54,-
000,000, but were $60,000,000 less than
those during October, of this year. Im-
ports of gold during the eleven months
ending November, 1920, were $372,-
000,000, against $64,000,000 for the
corresponding period of 1919. No-
vember exports of gold were $20,-
000.000, against $26,000,000 for Oc-
tober, and for the eleven months period
the gold' exports were $305,000,000 in
1920, and $322,000,000 in 1919.

Imvports of silver for November were
$5,000,000 and for the eleven months
period were $83,000.000. Silver ex-
ports amounted to $3,000,000 during
November, and to $108,000,000 for the
eleven months’ period.

Must Keep Sacred Pledge of Confirmed Letter of Credit

HE recent heavy decline in prices

has brought about a situation, ac-
cording to Paul Warburg, in a recent
address to the American Acceptance
Council, wherein foreign buyers find
themselves facing ruinous losses in the
carrying out of contracts with American
exporters. In some cases, in order to
relieve this situation, Mr. Warburg
said, foreign buyers are bringing pres-
sure to bear on American banks to re-
fuse to accept confirmed letters of credit

which had been issued for the pur-
chaser’s account. ’
Mr. Warburg said that in fairness to
the foreign buyer it should be pointed
out that in some cases they were them-
selves the victims of sharp practice on
the part of foreign sellers, who had de-
layed or wilfully omitted shipping the
goods while the trend of the market was
in favor of the purchaser, but who were
using every legitimate means to hurl
the merchandise at the importer when
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the contract had turned in favor of the
shipper.  Continuing, Mr. Warburg
said:

“But even where fraudulent or sharp
practices of this sort were unfairly in-
dulged in by such shippers, this cannot
be permitted to affect the sacred pledge
embodied in a confirmed letter of credit.
which must be respected in all and any
circumstances, as long as the terms and
conditions of the letter of credit are
being observed under which the accept-
ing bank had issued the credit, no mat-
ter what loss this may possibly involve
for the customer.

“The fact may not be disregarded
that there is a third and innocent party
interested in the transaction, viz., the
bank or firm that purchased the bill on
the strength of the confirmed letter of
credit; these bona fide purchasers must
be protected at all hazards if the Ameri-
can dollar’s acceptance is to gain or
retain a position as a world’s instru-
ment of exchange of equal standing to
the Sterling bill.

“A bank that dishonestly refuses to
fulfill its obligation under such a con-
tract because it or its clients might suf-
fer a loss or because such customers
bring pressure upon it to disregard its
sacred pledges, or even try to inveigle
inexperienced judges into granting in-
junctions, in order to prevent the bank
from giving its acceptances, ought to be
held up to public contempt, and any
bank found to connive or indulge in
such immoral practices ought soon to
learn that its acceptances have become
unsalable in our own market as well as
in foreign lands.”

&

Governors Favor Finance
Corporation

T the Governors’ Conference, re-

cently held at Harrisburg, Pa., a

committee report was adopted urging

the Federal Government to create n

finance corporation which, through loans
89
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to foreign countries, will permit export
of American foodstuffs and other prod-
ucts to relieve the critical situation con-
fronting American farmers. This sec-
tion of the report read as follows:

Let the Federal Government create a
finance corporation of some sort that will
enable the people of other lands to o¢btain
from us the commodities they so greatly
need but for which they are not able to
make immediate payment. We belleve such
a corporation to be entirely feasible, and that
its mere creation would substantially help
the situation.

Great Britain

GREAT BRITAIN’S TRADE
BALANCE

Statistics received by the foreign
information department of the Bankers
Trust Company, of New York, indicate
that Great Britain will probably have
a favorable trade balance in 1920, ex-
ceeding the preliminary estimate of-
£180,000,000 made by the British Board
of Trade. This estimate was based on
trade returns for the first half of the
year and calculations of the amount of
“invisible exports’’ income to be derived
from foreign investments, earnings from
shipping and other services.

In working out its estimate the board
allowed for an excess of merchandise
imports in 1920, amounting to £240,-
000,000 in the first half of the year and
£180,000,000 in the second half. The
“invisible exports” for the year were
reckoned at £600,000,000.

Actual trade returns show that the
excess of imports over exports in the
first six months was £261,000,000. With
one month to go to complete the second
half, the excess of imports therein has
been only £88,160,681. This is almost
£100,000,000 less than the Board of
Trade estimate, which, however, also
included an allowance for excess im-
ports of gold and bullion.

British merchandise imports have
been decreasing steadily since June.
In November they amounted to £144,-
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260,000, while exports were £182,470,-
000, an excess of imports over exports
of £11,790,000. Allowing for the same
amount of excess in December, the total
excess for the year would be but £360,-
950,000, compared with £420,000,000
in the board’s estimate. The difference
between these amounts, less possible ex-
cess of gold and bullion imports, an
amount not yet disclosed, would repre-
sent apparently a considerable improve-
ment over the £180,000,000 net credit
balance estimated for Great Britain.

GREAT BRITAIN REDUCES
DEBT

Detailed statistics received by the
foreign information department of the
Bankers Trust Company, of New York,
indicate that Great Britain has reduced
her debt to other countries by £157,081,
477, or more than 10 per cent. of the
total amount outstanding, since March
31, 1919. Of the amount paid off,
£86,186,000 represents the reduction
between March 81, 1919, and March 381
of the present year. The balance of
£70,000,000 was repaid in the seven
months to the end of last October.

The amounts of the reduction by
countries, so far as it has been possible
to obtain the figures, are as follows:

BRITISH FOREIGN DEBT REDUCTION

Appro. Amt.
Country in of Debt Net Decrease
which March 31, since March
payable 1919 31, 1919

United States ....£1,037,333,000 £41,929,000
Canada .......... 185,488,000 6,518,600
Japan ........... 19,030, 13,908,484
Argentine . ...... 19,200,000 10,093,363
Uruguay ......... 4,600,000 ,146,000
Holland ......... ,350, 607,000
Switzerland . ... .. 3,349,000 3,349,000
Norway .......... 12,487,000 12,487,000
Sweden .. ....... 4,758,000 3,932,000
Spain ............ 2,500,000 @ ......
Ffj: ............. 440,000 0,000
Straits Settlements 8,280,000 624,000
Mauritius ........ 535,000 *3,000

Loans from certain

Allied Govern-
ments ......... 113,500,000 = ......
. £1,364,850,000 £157,031,447

*Increase.

LLOYD GEORGE ON ECONOMY

According to cable dispatches from
London, Premier Lloyd George had the
following to say about Government and



Six Million Farms
and a Market

THERE are 6,449,998 farms in the United States.
New York is the largest single market for the

products of those farms.

The Atlantic National

Bank serves that market directly and is constantly

in touch with it.

This means accurate credit infor-

mation, prompt handling of items and efficient ser-
vice in other details intrusted to us.

NEW YORK CITY

public economy, in a recent address to
London business men:

Since the war there has been an orgy
of expenditure. In this country, in
France, in America, in fact in any of
the shops and in any place where money
is spent, they will tell you the same
thing. “Let the Government set an ex-
ample to the Nation,” but let the Nation
cet an example to the Government is
as vital. If we are going to build up
our resources again there should be
cconomy all around. I saw an appeal
by the newly-elected President of the
United States on that basis—a sound
one, a sensible one—to the American
people as head of the Government, and
I make the same appeal to the people
of this country.

ANOTHER BRITISH BANK
AMALGAMATION

According to a special cable to the
Journal of Commerce, the London
County Westminster and Parr’s Bank is

absorbing Beckett’s Bank, which is one
of the last of the important remaining
private banks. It was established in
1750. Its capital is £600,000 and its
deposits £1,075,000. Branches of
Beckett’s exist throughout Yorkshire.

LONDON TRADE WITH
AUSTRALIA

According to a correspondent of the
London Times, “much anxiety is being
expressed in the city over the position
of the export trade to Australia. At
present business is being held up and
orders canceled on a disquieting scale,
because the Australian banks, while
having plenty of funds in Australia, arc
to-day, and for the next four or five
months will continue to be, short of
funds in London for the purchase of
documentary drafts. During the war
the British Government was the sole
purchaser of the primary products of
Australia, such as wool, wheat, butter,
cheese and meat, and the payment for
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Our West Indian Branches | "

Our branches at Havana, Cuba;
il Bridgetown, Barbados, and Kings-
ton, Jamaica, enable us to offer
excellent facilities for the transac- “
tion of your West Indian Business.

Collections may be forwarded direct or through
our New York Agency, 16 Exchange Place.

The Canadian Bank of Commerce
Paid-Up Capital $15,000,000 Reserve Fund $15,000,000
Head Office: Toronto, Canada

these commodities was a matter of
official arrangement between the two
governments. Wool, however, has been
released from control since October 1,
and the proceeds of the first free ship-
ments now being made from Australia
will not become available for the banks
in London until the maturity of the
drafts. There is thus a hiatus of at
least four months which has to be got
through somehow.

“In normal times the Australian banks
would fill the gap by remittances of
gold, but the Commonwealth Govern-
ment, while understood to be selling
gold for export on its own account, re-
fuses to allow the banks to export it.
This is all the more curious as the
Commonwealth Bank in London, which
is really a Government concern, holds
large funds here on Commonwealth
Government account and is lending
them on short loans. The view taken
in the city is that this money may be
held here for the purpose of financing

22

the installments of the Australian Gov-
ernment’s shipbuilding venture.

“Meanwhile the export trade to Aus-
tralia is being strangled by the Com-
monwealth Government’s embargo on
the shipment of gold by the banks.
Both the London Chamber of Com-
merce and the Australasian Merchants’
Association in London have cabled to
their opposite organizations in Aus-
tralia within the last few days urging
the withdrawal of the prohibition as
the only way of relieving the present
difficulties. The opinion is strongly ex-
pressed by leading financial houses and
merchants in the city that the existing
situation, under which the Australian
banks are forbidden to bring to this
side, where it is badly needed, the
money that is lying idle in Australia,
would never have arisen had the Com-
monwealth Government abandoned its
trading activities and left commerce
and finance unfettered in the hands of
those who understand it.”
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SIAM

SUMATRA

PHILIPPINES
Cebu
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Chartered Bank of India
Australia and China

New York Agency, 88 Wall Street
William Baxter, Agent

Capital and Reserve
Over $4,000,000

France

FRENCH TRADE BALANCE
APPROACHING NORMAL

Statistics of French trade for the first
ten months of this year show a visible
excess of imports over exports of only
58 per cent., whereas in 1918 the visi-
ble excess was in the neighborhood of
25 per cent.—a proportion formerly
amply compensated in the nation’s trade
balance by foreign expenditure in
France and interest on French invest-
ments abroad. When the figure of 58
per cent., arrived at by means of Oc-
tober trade returns, is compared with
the corresponding figures for the six
preceding years, the extent of the im-
provement is fully realized. The per-
centage of excess import values over
export values for each of the years 191»
to 1920, was as follows:

1914 ...l 31 per cent.
1915 ... ...l 180 per cent.
1916 . . ............... 232 per cent.
1917 . ...l 356 per cent.
1918 ................... 372 per cent.
1919 .o, 242 per cent.

1920 (ten months)...... 58 per cent.

Exports for October alone increased
1,304,000,000 frs., as compared with the
same month of 1919. while the month’s
imports for the first time since the war
showed a decrease. This decrease,
moreover, amounted to no less than 225,-
000,000 frs., bringing the improvement
in the month’s trade balance to 1,529,
000,000 frs., as compared with October,
1919. .

The following figures in millions of
francs show how the trade balance for
the first ten months of 1920 has been
improved to the extent of nearly nine
billion frs.:

Jan. to Oct. Jan. to Oct. Increase
1919 1920
Exports .. 7,738 18,890 11,157
Imports ..27,397 29,784 2,387

Improvements in trade balance.. 8,770
98



BANCO DUGAND

Head Office: Barranquilla, Republic of Colombia

Paid Up Capital . . $2,000,000
Reserve Fund . . . 280,000
v.s. co $2,280,000
BRANCHES IN COLOMBIA:
Bogota Cucuta Medellin
Bucaramanga Girardot Ocana
' Cartagena Honda Riohacha
Cienaga Magangue Santa Marta

Distinctively efficient service rendered to financial insti-
tutions, corporations, merchants, manufacturers and
individuals requiring a Colombian connection.

International banking business of all descriptions transacted.
The agency of foreign and Colombian banks undertaken.

Telegraphic Address: Dugandbank, Barranquilla

A general improvement in the internal
industrial and agricultural situation may
be gauged by the foregoing figures,
particularly when it is noted that the
increased exports are largely made up
of manufactured articles, and the im-
ports, of raw material. Imports of
foodstuffs decreased by nearly a billion
francs in the ten-month period, as com-
pared with last year’s equivalent.

SUCCESS OF FRENCH LOAN

The Bankers Trust Company, of
New York, has received a special cable-
gram from its Paris correspondent giv-
ing unofficially, but from the best avail-
able figures, an estimate of the amount
realized by the new French loan which
places the subscription at from 30 to
33 billion francs.

This amount is more than twice the
sum subscribed for the February loan
and greatly exceeds the amount realized
by any previous issue of Government
securities. In addition to the enthu-
siastic response of the French public

m

to the loan appeal, it is reliably stated
that several large foreign banks have
received subscriptions exceeding by one-
third to one-half the subscriptions ob-
tained in February.

It is unnecessary to inquire deeply
into the French financial situation to
realize the importance of the success of
the loan to France. On the basis of
the 1920 budget and preliminary esti-
mates for 1921, it was calculated that
the amount required to meet deficits in
the extraordinary budgets of both years
(which include the amounts appropriat-
ed and contemplated against payments
regarded as recoverable from Ger-
many) would total 24 billions. The
new loan has far exceeded this amount.

The success of the loan is to be made
all the more effective by reductions in
next year’s budget. It is proposed to
have no deficit in 1921. To this end
a reduction of 2,670 million francs in
the new estimates is contemplated.

An item of 5,498 million francs in
the 1921 extraordinary budget repre-
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senting proposed expenditures regarded
as unrecoverable through reparation
payments from Germany pointed to a
deficit. All but 2,870 millions of this
item will, it is proposed, be taken care
of from 1921 receipts, liquidation of war
stocks and war profits tax, and the
balance is to eliminated, so far as pos-
sible, by budget changes.

In addressing the French Finance
Minister, Mr. Marsal, on this subject,
the Finance Commission of the Chamber
of Deputies says:

“The Commission is resolved to au-
thorize loans, with the exception of
credits for necessary public works, only
against sums recoverable from Germany,
and has decided to reduce to the lowest
possible limits the estimated deficit of
2,870 millions. The Commission does
not wish any more than the Govern-
ment to impose new taxes. Only dur-
ing 1921 will we be able to judge the
full effects of the fiscal laws voted last
June. The burden imposed by these
laws is too heavy for us to propose to

increase it while the country has not yet
had available all its means of work and
savings. Against this deficit there is
then only one recourse. namely, econ-
omy.”

With this item eliminated or consid-
erably reduced, and proposed additional
economies effected in the budget, it is
then anticipated that the present loan,
if returns at hand reliably indicate the
total, will have the effect not only of
providing, without additional taxation,
the funds required by the Government
through next year, but also of providing
for a considerable reduction of fiduciary
circulation and consolidating a large
part of the State’s floating debt.

In this respect it should be noted
that note circulation, which exceeded
thirty-eight billions on January 10,
shows a tendency this year to remain
stationary. It amounted to 38,573 mil-
lions on November 25. Within one
month (October 28 to December 2) the
Bank of France has been able to set
aside for amortization of the State’s
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An Argentine-American bank, the
Banco Mercantil y Agricola de Buenos
Aires, has been organized in coopera-
tion with a prominent Argentine group.

The new bank will not only assist in cementing
the ties of finance and trade of Argentina and
the United States, but will also supplement and
round out the services of our affiliated banks
and branches in other parts of Latin America
and Europe.

This association of financial interests of both
countries is an important step in the develop-
ment of Argentine-American trade.

A booklet describing our facilities will be sent on request.

MERCANTILE BANK

OF THE AMERICAS
An cAmerican ‘Bank for Foreign Trade

44 PINE STREET ~» NEW YORK

New Orleans Paris Barcelona Madrid Hamburg
BANCO MERCANTIL Y AGRICOLA DE BUENOS AIRES
Bartolomé Mitre 363 Buenos Aires

Affiliated Banks also in
Brazil Colombia Costa Rica Cuba Honduras Nicaragua Peru Venezusla
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Emesto Tornquist & Co.

leltod
Buenos Aires

Oldest and Largest Financial House in South America
Established in 1830
Fully paid up Capital, Reserves and Surplus
$14,937,988.98 Argentine Gold
equal to $14,413,343.28 American Gold

We Specialize in the Investment of Foreign Capital in State,
Mortgage, Industrial and Public Utility Bonds and Shares

Money on Mortgages Placed Direct
BANKING TRANSACTIONS OF ALL KINDS

We Handle Foreign Exchange and Give Prompt and Careful
Attention to the Collection of Drafts

We will be Pleased to Serve You in All Business Rela-
tions with the Argentine and Contiguous Countries

CORRESPONDENCE IN ALL LANGUAGES INVITED

debt to the bank approximately eighty-
_six millions. This fund is expected to
reach at least 800 million during the
year.

REBUILDING FRENCH IRON
AND STEEL INDUSTRIES

France is making progress in the re-
building of her iron and steel industries.
Reconstruction plans in these industries
look far into the future, when France,
through the return of Alsace Lorraine,
will occupy a dominating position. De-
stroyed plants are therefore being re-
built on a larger and more modern
scale.

Damage wrought by the Germans in
these industries is estimated at about
4,300,000,000 francs. Great difficul-
ties are encountered in replacing ma-
chinery, practically all of which was
either destroyed or stolen. Serious
delavs are also caused by lack of coke.

Official figures furnished by the
Comite des Forges show that the
monthly production in the devastated
rezlons in 1918 was 278,000 tons of
iron and 285,000 tons of steel, repre-

senting 64 % of the total iron production
of France, and 60% of her steel produc-
tion.

In September, 1920, the total iron
production in the Eastern part of
France was 132,000 tons. The dev-
astated regions furnished 100,000 tons
of steel during the first ten months of
1920 which represent a great increase
over 1919, when only 6,000 tons were
produced.

FRENCH EXPORTS INCREASING

The market increase in French export
figures for various classes of commodi-
ties is illustrated in the following table
prepared by the French information de-
partment of the Bankers Trust Com-
pany, of New York.

Exports_ 1918 1919 1920

(Seven (Seven (Seven

months) months) months)

(In millons of francs)

Food products ....... 260 528 1089

Metallurgical products 127 233 1249

Silk stuffs, etc....... 890 1356

Heavy Textiles ...... 85 169 1060
Woolen and Cotton

Textures ......... 185 355 1057

Articles de Paris..... 258 514 1149

Chemical Products .. 251 263 985

Automobliles, ete. .... 74 147 848



Molding the

prosperity of industries

WHEREV ER swift machinery is needed

to perform an intricate operation, indus-
try looks to New England. It is quite
natural that this section—the nation’s great-
est workshop—should also be the home of
the builders of ingenious machinery.

Ample capital is vitally necessary to
machinery manufacture. Many weeks must
elapse between the first processes and the
final marketing of the machine. Fine mate-
rials and super-workmanship entail heavy
investment. Banking lends a very neces-
sary support. The National Shawmut Bank
is in the closest financial relationship to this
industry.

To the machinery manufacturer, this bank
offers full co-operation. Our world-wide or-
ganization guides and assists clients entering
the new markets at home and abroad.
Those who have business to transact with
the New England machinery trade find our
services equally valuable, as our clientele
includes the leading firms throughout the
industry.

THE NATIONAL "
SHAWMUT BANK

OF BOSTON

Resources far exceed $200,000,000

WRITE FOR
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The Kdge Law I
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Russia

TRANSACTIONS WITH BOL-
SHEVIK RUSSIA

The following announcement was is-
sued by the Treasury Department on
December 21, 1920:

“The Secretary of the Treasury and
the Federal Reserve Board announce
that, with the approval of the Depart-
ment of State, and in order to give force
and effect to the action of that depart-
ment in removing restrictions in the way
of trade and communication with Soviet
Russia, as announced by that depart-
ment on July 7, 1920, all rules and
regulations restricting the exportation
of coin, bullion and currency to that
part of Russia now under the control
of the so-called Bolshevik Government,
or restricting dealings or exchange
transactions in Russion rubles, or re-
stricting transfers of credit or exchange
transactions with that part of Russia
now under the control of the so-called
Bolshevik Government, have been sus-
pended, effective December 18, 1920,
until further notice.”

Italy

ITALY’S FOREIGN TRADE

The world trade of Italy for the first
seven months of 1920, shows total im-
ports into Italy valued at 9,454,000,000
lire, a decrease of 681,000,000 lire com-
pared with the same period in 1919; and
total exports from Italy for the same
period were 4,411,000,000 lire, which
is an increase of 1,860,000,000 lire over
the first seven months of last year. The
United States furnished imports to
Italy, out of the total, valued at nearly
8,000,000,000 lire; and the United
Kingdom, imports to Italy to the extent
of about 1,600,000,000 lire. The fore-

going figures are based upon the normal
rate of exchange for the lire—$0.193.
While the Italian trade balance is show-
ing steady improvement, the process is

' necessarily slow, just as is the situation

with all the other countries whose ex-
change is at an abnormal discount in
the United States.

The imports from Italy to the United
States during September were valued
slightly in excess of $4,000,000, and for
the nine months ended September, at
about $61,000,000; the imports from
Italy to the United States for the corre-
sponding periods of 1919 were valued
at approximately $11,500,000 and $33,-
500,000, respectively. The exports
from the United States to Italy were
valued as follows: September, 1920,
about $29,500,000; September, 1919,
about $38,000,000; for the 9 months
ended September, 1920, about $277,-
000,000; for the 9 months ended Sep-
tember, 1919, about $334,250,000.

Greece

BANQUE COMMERCIALE DE
GRECE

The balance sheet of the Banque
Commerciale de Gréce on October 81,
1920, was as follows:

ASSETS
CASH ON HAND AND IN BANKS.Dr. 43,937,638.00
DISCOUNTS ................ 33,520,076.28
ADVANCES AGAINST COLLATER-

7N A 46,610,181,
BONDS, STOCKS OF COMPANIES 12,665,995.
SECURITIEB DEPOSITED

ABROAD FOR THIRD PARTIES 864,695.00
MISBCELLANEOUS ACCOUNTS. .. 2,497,613.98
DRAFTS FOR COLLECTION..... 4,313,810.94
CORRESPONDENTS ........... 13,812,441.90
REAL ESTATE, FURNITURD,

ETC. vt viiiianennannn 1,171,721.68

Dr. 159,294,024.96
LIABILITIBS
CAPITAL +...vnivennnnnnnns Dr. ,000.
RBSERVES ................. 5.250,205.45
DBPOSITS .........cvuvuenn 98,107,802.50
BILLS PAYABLE ............ 7,100,562.70
ADVANCES AGAINST CON- .

FIRMED CREDITB ........ 2,076,467.44
MISCDLLANEOUS ACCOUNTS. .. 6,837,740.72
ACCOUNTS PAYABLE ........ 18,085,747.45
SECURITIES DBPOSITBED

ABROAD FOR CUSTOMERS. ... 864,695.00
AGBNCIBS .....cocnvvnennns 6,130,457.72
PROFIT AND LOSS ACCOUNT.. 60,236.98

Dr. 169.204,024.96



Foreign Markets

HE BANCO NACIONAL ULTRAMARINO

is an organization with 70 well equipped
branches throughout the world, particularly
in the Portuguese speaking countries. This
closely knit organization renders every ser-
vice in international banking and is the
outgrowth of more than half a century of
experience.  These facilities are available
through our New York Agency.

THE STATE BANK OF THE PORTUGUESE COLONIES

Paid-Up Capital . Esc. 24,000,000 — $25,894,080.00
Reserve Funds . Esc. 24,000,000 — $25,894,080.00

[At par uf exchange)]

BANCO NACIONAL
ULTRAMARINO

NewYork Agency, 93 Liberty Street

Joseph McCurrach, Agent
Head Office: Lisbon, Portugal
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merchant banking.

FRENCH AMERICAN
BANKING CORPORATION .
Capital and Surplus, $2,500,000—Fully Paid Up

addition to complete facilities for interna-
tional banking in all its ramifications—partic-
ularly with France and the French colonies and
dependencies — we maintain a Foreign Trade
Department organized on the lines of practical
These facilities are at the
disposal of manufacturers, importers, exporters
and out-of-town banking institutions.

Cedar and William Sts., New York City

-
ceo. 0 oo,
. .

Czecho-Slovakia

CZECHO-SLOVAKIA MAY RE-
STRICT IMPORTS

On account of the total lack of foreign
exchanges the Foreign Trade Ministry
of Czecho-Slovakia is planning to limit
the volume of imports to bare necessities
was the report made recently by a Lon-
don financial paper. According to the
report the limitation of imports is to
remain in effect two months from date
of ratification and to be applied princi-
pally on manufactured goods, non-es-
sentials and luxuries. @Raw and
partially prepared materials are to be
admitted in quantities absolutely neces-
sary to preserve industry.

At the present time licenses are
granted only for (a) raw materials and
semi-manufactured articles required for
the industries of the country; (b)
foodstuffs, for which there is a shortage

in Czecho-Slovakia, and (¢) manufac-
tured articles and machines which can-
not be produced within the country
or which are not classed as luxuries. In
order to obtain permit exporters to
Czecho-Slovakia are required to quote
prices and terms direct to the individual
importing firms, which attend to the
matter of applying for import licenses
in connection with each separate order,
the application being first examined by
the industrial syndicate involved.

After being passed by the industrial
syndicate the application then is refer-
red to the Commission for Foreign
Commerce. which takes into considera-
tion the existing rate of exchange and
the demand for the goods in question.
Special consideration is given where the
foreign exporter is willing to accept
payment in Czecho-Slovakian commodi-
ties on a compensation basis or in for-
eign exchange in one or two years or in
Czecho-Slovakian kronen to be left in
the country for a certain period.

The special Ministry for Foreign
Trade is a special body recently estab-
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lished’ in Prague,” and is not only
charged with the centralization of the
varions departments but also has juris-
diction over separate branches of the
trade. Among other things the Minis-
try is charged with the conclusion of
commercial treaties with foreign govern-
ments and the execution of measures
stabilizing the exchange value of the
Czecho-Slovakian krone.

Its chief object however, is to co-
ordinate the activities of the various
bodies relating to foreign commerce in
order to have one department of the
Government responsible for all matters
having any bearitig on international
commerce.

Poland

NEW POLISH BANK COMBINE

The American Polish Chamber of
Commerce and Industry in the United
States has made public the following
from the Warsaw ““Gazette” of October
18, 1920:

Nine of the leading Polish banks have
formed a combination called “Lacznosc
Bankow,” in an effort to solve the banking
problems of the new State and facilitate
foreign trade. The extension of credits to
commercial and industrial undertakings in
Poland by Polish banks has assumed such
large proportions as to be beyond the scope
of individual banks.

Fven in the present state of the Polish
currency this union represents a powerful
financial force in the country. The capital
of the banks in this combination, without
reserves, amounts to about 600,000,000 marks.
The largest member is the Bank of the Co-
operative Societies, which stands at the head.
of the Polish banking world.

In financing commercial undertakings the
banks are taking into consideration the gen-
eral economic needs of Poland as well as
the merits of the particular enterprise.

The “L.acznosc Bankow” is especially in-
terested in the development of agriculture
in all phases. Tt is concerned in the agri-
cultural implement industry, the food indus-
try, sugar factories, breweries, starch facto-
ries, fruit products, exploitation of forests,
the manufacture of machines and automo-
biles, chemicals, textiles, paper, printing,
petroleum, and electrical enterprises.

The institutions which belong to the com-
bination are the Co-operative Societies

THE BANKERS MAGAZINE

Bank of Poznan; the Industrial Bank of

Poznan; United Polish Territories Bank in

Poznan; Poznan Credit Bank; Warsaw Land

Bank; Co-operative Societies Bank of War-

saw; Poznan Land Bank; People’s Bank

(1)3{ Ilrowroclaw; and Poznan Land-Owners’
ank.

Scandinavia

NORWAY’'S CAMPAIGN FOR
DECREASED CONSUMPTION

As one means of remedying her un-
favorable trade balance and of raising
the value of the krone abroad, an
organized movement for decreased con-
sumption has gained no little headway
in Norway. The Christiania repre-
sentative of the Liberty National Bank
forwards the following account of this
movement, prepared by an official of the
“Association for Decreased Consump-
tion”:

“In the latter part of July of this
vear, Mr. Chr. Hansson, the president
of two of the largest Norwegian insur-
ance companies, and Mr. Richard
Bjercke, owner of one of the important
color and paint businesses in the coun-
trv, initiated a movement to induce the
Norwegian people to reduce expenditure
through voluntary efforts.

“Both of these leaders were strongly
influenced by the example set by the
United States in 1918, at the time when
Herbert Hoover, through the Food Ad-
ministration, planned and carried out
a voluntary reduction of the country’s
consumption.

“Mr. Hansson and Mr. Bjercke dis-
cussed their idea with the present
Norwegian Prime Minister, Mr. Otto B.
Halvorsen, who was very much interest-
ed. Important members of other
political parties also joined the move-
ment, and the result was an appeal to
the Norwegian people, signed by some
fifty representative men and women,
published in September of this year.

“Among the signers are the Prime
Minister, Mr. Otto B. Halvorsen, and
four other members of the Cabinet, Mr.
Gunnar Knudsen, Prime Minister dur-



National Bank of Commerce
in New York
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STATEMENT OF CONDITION
DECEMBER 29, 1920

Resources

Loane ead Discounts.............. $363.039,317.53

U. 8. Victory Notes and Certi-
ficates of ladebtedness ......... 2,678,179.53
Other Bonds and Securities...... 8,892,850.58
\l. U.S. Govt. Securities Borrowed  6,200,000.00
Stock of Federal Reserve Bank  1,500,000.00
= Bankiag House 4.000,000.00

Cash, Exchanges, and due from
Federal Reserve Bank

Due from Banks and Bankers
Interest Accrued .

Customers’ Lnbnl:ty nnder
Lenen of Crednt ndAceept
RS, 39.712,713.18

$888,082,004.69

113,656,159.26
14,944,991.64
421,792.91

Liabilities

Capital Paid up...... ......... $28,000,000.00 _..
Surpl 28,000,000.00
Undivided Profits............... 8,519,838.42
Deposits ...........ccc.. weouneee 362,844,972.00
U.S. Government Sccurities

Borrowed................cccoueee 6,200,000.00
Bills Peyable & Rediscounts

with Federal ReserveBank 72,425,150.00
Reserved for Taxes, ete.... 3.929,095.93
Unearned Disconat 3,666,107.26
Letters of Credit

CEPLances ... coceee ceeueee 43,716,841.08
Other Liabilities ........ 3,750,000.00

$888,082,004.69

ing the war, Dr. Fridtjof Nansen, Mr.
Rygg (Chief Director of Norges Bank),
the Court Chamberlain, and others.

“Shortly afterwards a meeting was
called in Christiania where Dr. Nansen
and Mr. Halvorsen outlined the situa-
tion which would result if Norwegians
did not immediately reduce their con-
sumption both of articles of luxury and
of necessities, thereby cutting down im-
ports and enabling the country to in-
crease exports. At this meeting the
Association for Decreased Consumption
was formed and the following pledges
taken by its members:

“To limit purchases to strictly neces-
sary articles.

“To postpone work which is not
absolutely necessary.

“To live as simple an everyday life
as possible.

“To limit purchases of imported
goods, such as coal, coke, gasoline,
wines, cigars and cigarettes.

“To restrict the use of foreign cur-
rency for trips abroad which are not
strictly necessary, as well as for pur-
chases in foreign countries.

“Propaganda regarding decreased
consumption and more saving has been
continually carried on since the Asso-
ciation was started, and the people are
beginning to realize that it is a matter
not only of economy in the home but
in every business and factory in the
country, as well as in the budgets of
the Government and municipalities.

“In addition to the organization in
Christiania, associations of a similar
character have been formed in some ten
other Norwegian cities and the Nor-
wegian newspapers repeatedlv argue for
the economy campaign.’

South Africa

SOUTH AFRICA FINANCES IN
SOUND CONDITION

R. E. Saunders, New York agent for
the National Bank of South Africa, has
received a cable dispatch from the
bank’s head office in Pretoria, Transvaal,
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SCANDINAVIA
Copenhagen
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Stockholm
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SWITZERLAND
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Hamburg
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SOUTH AMERICA
Buenos Alres
Montevideo
Valparaiso
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Yokohama
Kobe
Hong Kong
Shanchai
Manila, P. I,

CANADA

Montreal
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Correspondents Everywhere

Foreign Ports

Non-acceptance of shipments by foreign buyers

has left many American firms with merchan-
dise on hand in foreign ports.

Without a representative on the spot it is often dif-

ficult for concerns to protect their interests prop-
erly, and the sending of a representative, if one is
available, is expensive and sometimes inadvisable
or impossible,

The Foreign Trade Department offers the facilities

of the foreign offices of the American Express
Company for adjustment with buyers, with prob-
able saving of money and good-will for American
shippers; the sale of on-hand merchandise at best
price obtainable after investigation of market pes-
sibilities; transfer of such merchandise to another
point, or for investigation and report of the actual
facts to shipper for decision.

If your clients are in difficulties we shall be glad to

have you consult the Foreign Trade Department
for more complete information as to our facilities.

The International Banking, Shipping, Travel, and

Foreign Trade service of the American Express
Company places at the disposal of the local bank
a highly organized SERVICE through which it
can do a world-wide business without additional
expense and with material profit.

For Thirty Years the American Express Company

has been building up an international organization.
To-day this great, modern American business
organization is at the immediate disposal of the
banker or merchant who needs assistance with
merchandize on hand in foreign ports.

The Method of Obtaining this service will be ex-

plained on receipt of your inquiry. Address Man-
ager of Office nearest your city.

AMERICAN EXPRESS COMPANY

29 Luckie St.,

Atlanta, Ga,

Ninth and Locust Sts.,
St. Louis, Mo,

Head Office:
65 BroaDwAY,  Market St. at Second,
New York San Francisco, Cal.

28 W, Monroe St.,
Chicago, 111,

281 St, James St.,
Montreal, Canada

(-INTERNATIONAL BANKING,SHIPPING. TRAVEL AND FOREIGN TRADE-Y
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giving a resumé of the conditions in
that country. The dispatch is as fol-
lows:

Business generally is very quiet, the
position giving importers anxiety. The
general opinion is that many dealers are
overstocked and require cash to meet
their bills. Many leading lines are be-
ing offered below landed cost, but even
with this inducement difficulty is expe-
rienced in moving stocks.

A noteworthy fall in boots has oc-
curred owing to the execution of large
orders, and consequently buying from
local factories is greatly restricted.

There have been heavy arrivals of
soft goods, and from Rhodesia reports
are to hand that wholesalers have re-
cently purchased in the Union large
quantities of goods, chiefly for native
trade, below imported cost.

A reduction of about 10 per cent. in
men’s ready-made suits and sportinc
outfits has taken place.

Grocery and hardware merchants
view the situation with some despond-
ency, the direct cause of the falling

prices being the financial stringency
and pressure exerted on retailers to cur-
tail their credit requirements. Mean-
while oversea replacement quotations
continue to rise, and therefore impor-
ters are not ordering, in fact, they have
cancelled many indents by cable. The
result will be a shortage in many lines
after the lapse of some months, and it
may happen that home manufacturers
will be faced with a large accumula-
tion of stocks of which they can only
dispose by agreeing to reduce prices.

The local press gives prominence to
a break in prices, but so far the con-
sumer has received no apparent relief.

Bread is slightly cheaper owing to
the decision of the Government to sell
recently arrived Canadian flour on the
open market.

Government has prohibited the fur-
ther importation of wheat and flour
except under permit of the Controller
of Imports and Exports.

The iron and steel business is quiet
and no improvement is looked for until
the turn of the year, because. Decem-
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ber, like June, is a bad month, since
the mines restrict purchases for the
purpose of stocking. Three-quarter-
inch galvanized piping has advanced
from 914d per ft. to 1014d, and it is
confidently expected that a good gen-
eral rise in the piping and metal mar-
ket will take place before the New
Year.

The mines are calling for consider-
able quantities of 1-inch, 2-inch and 6-
inch black piping additional to English
thread. The corrugated iron market is
practically glutted.

The electrical goods business is dull.
stocks arriving freely. It is possible to
obtain Continental stuff cheap, but
prices of the latter are gradually in-
creasing.

Petrol is dearer and the shortage is
seriously affecting the motor industry.
There is some agitation for a free mar-
ket or for control to take the form of
a percentage on landed cost.

A sub-committee of advisory boards
of industrv and science was recently
appointed to investigate the local pro-
duction of industrial alcohol, sources of
supply, cost and analvsis of raw ma-
terials, methods of fermentation and
distillation, costs of production, and
what forms of state encouragement, if
anv. are desirable. The motor show-
rooms indicate heavv arrivals of Amer-
ican cars and dealers experience diffi-
cultv in disposing of stocks. The total
cars imported during the nine months
ended September number 7.283. value
£2.000.000: lorries, 196, value £94,000;
motorcveles, 2,521, value £200.000.

PRODUCE MARKETS

Wool.—Port Elizabeth buying is re-
stricted and declining prices continue,
but at East London there is better in-
quiry on a lower basis. A fair quantity
of super-combings and natives has been
sold. It has been decided to establish
a municipal wool market in Bloemfon-
tein, starting February next.

Mohair.—The market continues to be
depressed in Port Elizabeth, some sales
of average firsts have taken place at 12d
to 1814d. Buyers wanted and obtained
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winter hair at 6d. At East London,
there were some small transactions in
Basutos at 10d.

Hides and Skins.—Market weak.

Feathers.—Fairly large average as-
sortments have been offered since last
report. Good quality Whites and
Feminas in demand: 18,620 pounds
sold last four weeks, realized £29,539.
Quotations are:

s d. s. d.

Good Whites..... £6 15 0 to £9 O0 O
Ordinary ........ £4 0 0 to £5 15 0
Super-Feminas ...£56 VU 0 to £6 0 0
Common .-........ £1 156 0 to £2 10 O
Super-Spadonas ..£1 0 0 to £1 5 O
Maize.—Plentiful supplies, prices

sharply declined since last report, and
a further fall is anticipated. Quota-
tions are:

Twos prompt, 17s; Sixes, 14s.

Wattle Bark.—Business lifeless, no
shipments of any consequence.

Coal.—Durban position slightly im-
proved, due to better railings; 187,190
tons bunkered and 59,241 exported from
Union ports during September. Con-
tinued interest displayed in coal bear-
ing properties in Natal, and Transvaal.
Coal and land companies now offering
shares for subscription.

Railways and harbors department is
calling for tenders for the construction
of concrete foundations for grain ele-
vators in Cape Town and Durban.

Considerable unemployment of semi-
skilled and unskilled labor in the earlier
part of the month on the Rand. Reg-
istered men are gradually being ab-
sorbed on Government works, such as
road and railway construction and for-
estry land settlement. At the coast
many industrial workers are still unem-
ployed.

British South Africa imports exclud-
ing Government imports for nine
months ended September are £69,164,-
867, compared with £86,086,380 for
similar period last year.

Apparel and Slops total £6,184,870,
compared with £2,294,794.



The Union Bank

of Manchester,

Limited
Nominal Capital

Paid-up Capital
Reserve Capital

Subscribed Capital
Reserves .

Surplus over Liabilities

Bankers in the United States and

or as desired. Favorable terms.

the Bank’s services for all kinds of banking business in the district where
the Bank operates, and in Great Britain generally.
dealt with, and proceeds remitted by draft or cable transfer on New York,

North Ammsrican Mails are usually delivered in Manchester and Liverpool earlier than in London.

Head Office

17 York St., Manchester, Eng.

Liverpool Office
45 Castle St., Liverpool, Eng.

and branches covering the wnole of the

district tribu to these two cities,
and also WEsT YORKSHIRS; including
Leeps, SHBEFFIBLD, BRADFORD, SalL-
FORD, BrxexERAD OLpHAM, BoLTON,
Bury, RocHDALE, b’rocxron, Han-
rax (ENG.), HUDDERSFIELD, otc., etc.
($5=%)

. $12,500,000

. . 3,750,000
. 3,750,000

. . 7,500,000
. 2,825,000

. 10,325,000

Canada are invited to make use of

Collections promptly

Cotton Manufactures
Food and Drink.....................
Haberdashery and Millinery.........
Hardware and Cutlery..............

Rubber Manufactures (including tires

Iron and Steel Manufactures (excluding

machinery)
Machinery (excepting locomotives)
‘Woolen Manufactures

The proportion of British to foreign
imports:

From United Kingdom, £38,112,535
or 55.1 per cent., compared with £15,-
720,100 or 43.6 per cent. last year.

Other British possessions, £8,364,023
or 12.1 per cent., compared with £5,-
446,035 or 15.1 per cent. last year.

Foreign countries, £22,688,309 or
82.8 per cent., compared with £14,920,-
245 or 41.3 per cent last year, of which
America furnished £11,826,761, or 16.4
per cent., compared with £9,841,059 or
25.9 per cent. Japan, £971,224 or 1.4
per eent., compared with £1,417,526 or
3.9 per cent. last year. Germany,

Total Compared With
...... £8,489 S00 £5,018,771
...... 10,654,482 3,144,052
...... 1,597 188 922,262
...... 3,054,961 1,778,616
Youoo. 1,127,422 422,334
...... 3,196,736 1,595 485
......... 2,878,758 1,948,379
..... 2.247,561 694,709

£545,361 compared with £16,994 last
year.

Many pianos from Germany were re-
cently landed. That country is under-
selling British makes and also entering
the toy market.

Overseas cargoes landed at Union
ports totalled £1,490,929 tons, com-
pared with 890,859 tons, and shipped
2,018,859 tons, compared with 1,990,
221.

Exports excluding raw gold, £85,-
691,897, compared with £34,914,934.

Gold, £29,228,828, compared with
£42,562,884.

Diamonds, 1,614,286 carats. value,
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£9,176,388, compared with 2,250,148
carats, value, £8,871,898.

Feathers, value, £398,045, compared
with £1,157,646.

Coal, 964,790 tons, value £1,010,552,
compared with 910,691 tons, value,
£761,698.

Wool, £14,771,028, compared with
£12,489,672.

Our exports which went to the
British Empire were of a value of
£54,084,897 or 79%.

Japan, £5,969,971 or 8.7%.

Union Mineral output for October:

THE BANKERS MAGAZINE

Cotton decrease 1,740,786 Ibs.
Increases—Fibre, 17,014 lbs.

Strophanthus, 18,819 lbs.
Rubber, 84,554 Ibs.

Acreages of coffee and rubber show
a declining tendency. The heavy drop
in cotton production is due to greater
popularity of tobacco, adverse climatic
conditions, and reduced native produc-
tion owing to influenza and threatened
famine, causing energies to be devoted
to food production.

Gold .................... 663218 ounces, value............. £2,817,171
Silver ....... ........... 77,465 eunces, value............. 19,211
Diamonds ............... 185,838 carats, value............. 1,028,343
Coal ................o. 997,074 tons, value............. 412,420
Copper sales and shipments. 818 tons, value............. 20,923
Tin sales and shipments. .. 87 tons, value............. 15,492
America, 8,973,978 or 5.8%. Minvi:;glthbon 05400
i i - ¢ J X
Rhodesia reports that business gen Colores trrrrrerirere 247 501

erally is good, the building trade brisk,
farm values increased. British asbestos
and chrome mines producing excellent
asbestos. ’

Mica fields in Sinoia will be idle dur-
ing the wet season.

Cotton cultivation is receiving con-
siderable attention and it is expected
that wheat will be grown in larger
quantities in the future in those parts
of the Beatrice and Marandellas dis-
tricts. suitable for wheat cultivation.

Tobacco—Owing to the lateness of
the rains the new crop is not in an
advanced state.

Nvassaland Protectorate—Controller
of Customs report for year ended March
just issued, states'the following:

Increased imports significant of
opening up country.

Iron and steel, value, £18,488.

Agricultural machinery and imple-
ments, £21,170.

Other machinery, £8,392.

Total value of above items imported
during year respectively, £81,396,
£29,596 and £10,636.

Cotton manufacturers, £202,572.

Textiles, £19,950.

Vehicles (including cycles), £11,910.

Exports declined £75,654 from pre-
ceding year’s figures.

Stock Exchange Market dull, turn-
over only moderate, but forced liquida-
tion evidently over for the time being.

Cuba

THE SITUATION IN CUBA

Latest reports from Cuba are by
no means discouraging. In spite of
the present crisis there have been
few business failures. Collections at the
Havana customhouse during the month
of November amounted to $4,372,-
026, surpassing the collections during
the corresponding month a year ago by
$1,355,256, and exceeding any previous
month’s collections in the history of Ha-
vana. The sugar crop is reported as
good and grinding will soon begin.
Measures are being taken to handle the
marketing of the new crop with more
discretion than the last one. The tour-
ist season is in full swing and it is esti-
mated that this should bring at least
fifty million dollars into the island. All
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of these factors point to the essential
solvency of the country and there seems
to be no reason why normal conditions
should not be restored by next spring.

Cuba’s productiveness is so great and
her recuperation will be so swift that a
setback such as she is experiencing at
present will hardly be perceptible a
vear hence. Cuba’s prosperity is based
upon the annual recurrence of her flood
of wealth—sugar, a product which is in-
dispensable and for which there is a
universal demand. So long as Cuba has
this rich crop to offer to the world each
vear she can never be really bankrupt.

One fact that has been learned by the
present situation is the grave need for
better wharf and warehouse facilities
in Havana and also a more efficient
custom service. During the height of
the sugar boom the wharves and ware-
houses were so cluttered that it was im-
possible to load and unload ships so that
the port was practically tied up. = An-
other necessity is for better and addi-
tional railroad facilities.

Better banking legislation is also

needed. In fact a bill will probably be
presented to Congress in the near fu-
ture providing for the establishment of
a clearing house with authority to issue
emergency currency against collateral.
The need for some sort of a central
bank of issue is also being emphasized.
It is possible that something similar to
the Federal Reserve System may be in-
stituted.

Albert Rathbone, former Assistant
Secretary of the Treasury, has been
chosen to serve as financial adviser to
the Cuban Government. It is probable
that the Cuban loan which is being con-
templated by New York bankers will be
postponed until after Mr. Rathbone has
had an opportunity to investigate con-
ditions and make a report.

Dr. Carlos Manuel de Cespedes, Cu-
ban Minister to the United States,
stated in a recent interview:

“Cuba is fundamentally sound. The
present financial crisis was brought
about by speculators similar to those
who have been active in some other
countries. There may be difficulties for
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Cuba this year, but her best years are
ahead. The United States, with its in-
creasing population, will continue to de-
mand larger and larger quantities of
Cuban sugar at normal prices, and as
the FEuropean countries reéstablish
themselves financially and economically
they also will be larger markets for fu-
ture supplies at prices which they can
afford to pay under normal conditions.”

South America

THE LATIN AMERICAN
SITUATION

There is every reason to believe
that the present Latin American situ-
ation is due to temporary influences
which should in no way hinder the
eventual development of stronger com-
mercial relations between those countries
and the United States, according to the
Guaranty Trust Company’s semi-
monthly survey of international trade,
“American Goods and Foreign Mar-
kets.” South America’s newly-ac-
quired unfavorable trade balance with
the United States, accompanied by a de-
preciation of her currency in relation to
the dollar, has created a situation which
is quick to reflect in this country, and
which has been aggravated by the down-
ward trend of United States commodity
prices. The trade survey says, further:

Latin American countries, like prac-
tically all other countries in the world,
are adjusting themselves to the changed
conditions brought about by the war.
Southern productive power is normal
and South America possesses a wealth
of natural resources for which there is
a world-wide demand. Business men
in the United States, therefore, cannot
afford to divert their attention from this
important market, even though present
conditions may have occasioned some
uneasiness. )

Our trade relations with foreign coun-
tries can never be regarded as static or
permanently stable. There are too
manvy changing and powerful influences
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—political, financial and commercial—
that constantly affect them, both at
home and abroad, for this to be possible.
For the last three or four years our ex-
porters have had an exceptionally fa-
vorable opportunity and position in
South and Central American markets.
This special advantage no longer ex-
ists. however, so far as most of them are
concerned. Future trade must be won
and leld in open and keen competition
with highly trained rival nations.

Superior service, exact knowledge of
trade requirements, and strict compli-
ance with them, wise policies in regard
to credit terms, careful fulfillment of
customers’ instructions, and proper and
skilful handling of orders will all be
increasingly important. There can
never be permanent success in this field
for firms whose methods are slovenly or
who are inconsiderate of their foreign
clients. We have nothing whatever on
which to base any belief that these mar-
kets will ever give us any special pref-
erence in their buying. In fact, by ra-
cial origin, customs and historical de-
velopment, these countries are much
more closely bound to the European na-
tions, and we can overcome this handi-
cap only by showing special skill and
understanding in every detail of the
handling of our trade relations with
them. '

During the year ended June 30, 1920,
our trade with South America, imports
and exports included, totalled $1,351,-
888,479. The balance against us in
South America was $370,000,121. The
adverse balance in Cuba was $248,976,-
779. We had a small favorable balance,
however, in Central America. It is thus
plain that a special effort is required to
strengthen our export position. That
can be accomplished to-day only by the
expert handling of this commerce.

A tremendous development is possible
in these thinly settled and rich coun-
tries during the coming years. There
are great areas almost untouched.
Transportation waits on investment.
There is a keen interest in the modern-
ization of sanitation in the cities, and
American companies already have done
much in this field in Uruguay, Chile,
Peru and elsewhere. Industries are in-
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in these South American Countries

creasing in variety and number. There
is urgent demand for capital which in-
vestors in the United States should be
willing to supply in considerable part,
as there is opportunity for direct profit
and our investments there will also give
a strong impetus to exports from the
United States.

Exporters in the United States have
often been accused by Latin American
merchants of unwillingness to conform
to the customary practices of financing
in that part of the world. There is no
doubt that many American firms have
refused to consider orders unless the
buvers were willing to agree upon pay-
ment before the goods should leave the
United States. While this policy can
be called an eminently safe one, so far
as preventing losses is concerned. it is
emphatically not the way to build up a
permanent foreign trade. There is a
great volume of such trade that can,
safely and profitably, be transacted on
terms much more tempting and satisfac-
torv and, indeed, much fairer to the
trustworthy foreign buyer, than on the

6

basis of cash prepayment or ‘‘cash
against documents” at New York or
some other port.

The exporter may with wisdom care-
fully study these other methods, and,
while guarding himself against loss by
a careful selection of the firms with
which he deals, he should act on the
suggestions of worthy foreign customers
as far as practicable when they propose
payment perhaps three or four months
after the acceptance of a draft on them.

NICARAGUAN BOND ISSUE
EXPLAINED

Brown Brothers & Co. and J. & W.
Seligman & Co., bankers, who have
been acting for the Nicaraguan Govern-
ment, have announced the purposes for
which the Congress of that country re-
cently authorized the issuance of
$#9,000,000 fifteen-year 7 per cent.
sinking fund gold bonds.

It was not Nicaragua’s intention, it
was stated, to dispose of any of these
bonds now. The issue was created to
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Our Service to
Banks and Bankers

COLLECTIONS: A special division of our Foreign Department,

modernly equipped, will effect collection of clean or docu-
mentary bills on any place in the country. Our terms cheer-

fully furnished upon request.
LETTERS OF CREDIT: Banks or Bankers desirmg to issue Let-

ters of Credit payable in Cuba are invited to correspond with
us and we will arrange for cashing same at our Head Office or

at any of our 90 branches, FREE OF COMMISSION.

TRAVELERS AND REPRESENTATIVES: When recom-
mended to us by any American Bank or Banker will be

introduced to Cuban Importers and merchants dealing in their
line. We have a COMMERCIAL DEPARTMENT

specially adapted for this service.

CREDIT INFORMATION: Our INFORMATION DEPART-
MENT will furnish reliable data regarding the financial stand-
ing and chdracter of Cuban firms. This service is FREE to
Banks and Bankers doing business with wus.

We Cordially Invite Your Correspondence

Bancyniernacional
0

Foreign Department

Head Office, Havana, Cuba
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OF THE

REPUBLIC

OF CHICAGO

1s prepnred to render
exceptional service in

exceptional times

RESOURCES $41.000.000

enable that Government to deal with its
fiscal problems as opportunity offered
and as market conditions warranted.
The purposes of the authorization were
stated as follows:

“Refunding at some suitable time the
external debt of Nicaragua held in Eng-
land and on the Continent. This debt
amounts to approximately £1,000,000.

“Second, refunding about $1,450,000
Treaury bills to be issued for the acqui-
sition by the Government of such stock
of the Pacific Railways of Nicaragua as
is held by interests other than the Gov-
ernment.

“Third, construction of a railroad to
the Atlantic Coast.”

PROPOSE BANK OF ISSUE FOR
BRAZIL

According to a recent dispatch from
Rio de Janeiro, creation of a bank
of issue and rediscount is being urged
in Brazil by newspapers representative
of the business interests as a means
of giving elasticity to the country’s

credit system. It has been suggested
that the Bank of Brazil be given re-
discounting powers pending the creation
of a special institution.

Such procedure, it is stated, would
release the sum equivalent to about
$200,000,000 which banks throughout
the country are now keeping in their
own coffers. Pro-government newspa-
pers state that this solution is being
carefully studied by the president.

Periodical monetary crises in Brazil
are said by business bodies to be largely
due to the lack of elasticity in the credit
system and to inadequacy of the present

-volume of circulating currency for the

increased volume of trade.

The measure described has been sug-
gested by Senators as a substitute for
the project just passed by the Chamber
of Deputies authorizing a further issue
of paper money.

DISCUSS LOAN TO ARGENTINA

It is reported by cable that nego-
tiations between Minister of Finance
1138
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Salaberry and a syndicate of New York
bankers for a $100,000,000 loan to Ar-
gentina are nearing completion. It is
understood Argentina will use the pro-
ceeds to reduce the national debt.

At the same time the loan is expected
to have the immediate effect of improv-
ing the exchange situation, which has
virtually caused a suspension of the
important trade from the United States,
except in the case of vital necessities.
There has been a drop of 10 points in
the quotation on the American dollar
during the past week, due to expecta-
tions that the loan in the United States
will be consummated.

THE SITUATION IN SANTO
DOMINGO

The Republic of Santo Domingo
is on the threshold of a new economic
life. With the aid of the United States,
the country has washed its hands of
shaky governments and the people are
now being guided by new and modern
methods of business.

This means that a great country, six
times larger than Porto Rico and richer
than Cuba in soil, takes its place among
the dependable financial factors of the
world. The progress to solvency and
commercial wealth in Santo Domingo
has put the little country in a unique
financial position. The recent Second
Pan-American Financial Conference de-
clared the finances of Santo Domingo to
be excellent.

In 1925 Santo Domingo will pav off
its present bonded indebtedness, thirty-
three years before due. Under sound
financing the country has been made a
going concern in less than four years,
and is now ready to open its books for
new financial business.

The country has enjoyed more com-
mercial growth and gained greater
financial stability in the past four years
than in the previous four hundred years.
Some idea of Santo Domingo’s revolu-
tionary industrial and commercial ex-
pansion can be gained from the fact that
the country’s foreign trade has increased
from an annual volume of $19,742,255
in 1913 to $61,818,319 in 1920. More
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than one-half of this business has been
with the United States.

Although the full sugar producing ca-
pacity of Santo Domingo has scarcely
been touched and new sugar plantations
are now being installed, the sugar out-
put last year was in excess of 184,878
tons. As evidence of the confidence the
big sugar interests have in the country
the biggest agricultural project in the
world is now being installed in the
Province of Barahena. The chocolate
bean production is being standardized.
The tobacco industry here, which has
always had a ready Furopean market,
has larger possibilities than Porto Rico,
owing to the greater area of the island.

The land ownership in the country
will soon be fixed, thanks to the nation-
al survey and the land court recently es-
tablished. The opening up of the in-
terior by a system of roads will increase
land values many fold. More than six
hundred miles of these rural roads have
already been constructed, increasing this
form of transportation six times its for-
mer size. The government railroad has
been newly equipped and port facilities
increased.

Regarding the present status of the
country, the Second Pan-American
Financial Conference in session Janu-
ary 20, 1920, said:

“That the financial condition of the
Dominican Republie, as result of cur-
rency reforms and the fiscal system, is
excellent, and that the finances are es-
tablished on a sound basis which will
permit the further growth and develop-
ment of the country.”

The republic is about to take its place
in the serious financial consideration of
the world. The island is second to Cuba
in size among the Antilles and is count-
ed as one of the richest agricultural
lands in the world.

Santo Domingo is now in the condi-
tion of a business that needs cabital to
bring it to its highest point of produc-
tion and possibilities to win the profit
of which it is potentially capable. The
lack of no other element can check San-
to Domingo from making great strides.

Now, brought out of the field of
financial doubt as to its stability and
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Londen: Nat’'l Bank of Scetland, Ltd.
Spain: Bance Hispano Americane
Heungkeng: Netherland India Com’l Bank
Ran Francisco: Wells Fargoe Nevada Nat’l

Bank
Now YVerk: National City Bank, The Guar-
anty Trust Company and The Equitable

| r an ippinv Falands |

MANILA, P. I.

Branches: ILoiLo AND ZAMBOANGA
ELISEO SENDRES, President

D. GARCIA, Cashier

Transacts general banking husiness.
principal cities of the world.

AGENTS

(ESTABLISHED 1831)

MORENO, Secretary

P. J. CAMPOS, Chief Foreign Dept.
(80.50 = 1 peso)

(pesos) 6,750,000.00
4,550,000.00

Buys and sells exchange on all the I

Paris; Comptolir Nat’l d’Escompte
Australin: Bank ot New Nouth Wales
Shanahal: Bank of Canton, Ltd.
Chicago: Continental & Commercial Nat'l [{
Bank I
Japan: Yokohamn Npecie Bank, Ltd.,, Bank i
:‘l’d'l'llwnn. Lid., and Numitomo Bank, ||
td. !

future security, Santo Domingo may be
given the consideration that a small but
prospering nation merits.

Far East

THE SINO ITALIAN BANK

The above bank has recently been
organized with its head office at Tient-
sin, the famous outlet for the North
China trade. Branches are soon to
be opened at Shanghai and Peking
and later at Harbin and Hankow. This
bank is organized under Italian law,
but with equal participation of Chinese
and Italian capital, the authorized cap-
ital being Chimese silver $4,800,000 and
Gold It. £16,000,000 and the paid-up
capital Ch. S. $1,200,000 and Gold It.
£4,000,000.

A large participation of Italian cap-

ital has been taken by the Credito Ital-
iano. Chinese participation has secured
for the bank not only the connection
with the Chinese financial and commer-
cial world and the assistance of experts
in local trade, but also the official recog-
nition of the Chinese Government.

The bank will transact a general
banking business, allowing interest on
deposits, discounting and collecting
bills, drafts, checks, etc., opening docu-
mentary credits, effecting telegraphic
transfers, etc.

JAPAN HAS ADVERSE TRADE
BALANCE

Japan will close the year of 1920
with a balance of trade against her of
approximately 370,000,000 ven, the
Department of Commerce has been in-
formed recently by Commercial Attache
Abbott at Tokyo.

The Department is advised that Jap-
anese exports during November fell off
30,000,000 yen. while gold imports irn-
creased 7,000,000 ven. Imports of
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Makes American business a specialty and
offers its services to banks and bankers
in the United States of America.
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merchandise amounted to 106,958,000
yen, an increase of 1 per cent. over Oc-
tober.

Figures on Japanese trade for the
first eleven months of the year as cor
piled by the Department placed exports
at 1,860,378,000 yen and imports at
226,985,000 yen.

NEW GENERAL MANAGER FOR
PHILIPPINE NATIONAL BANK

E. W. Wilson, vice-president of the
Anglo and London Paris National
Bank of San Francisco, has been ap-
pointed general manager of the Philip-
pine National Bank, whose head office
is at Manila. Mr. Wilson has already
left to assume the duties of his new
post, for which he is exceptionally well
qualified, having formerly been in the
foreign secrvice of the International
Banking Corporation of whose San
Francisco branch he was manager when
elected vice-president of the Anglo and
London Paris National Bank. To hi«
thorough banking experience he unites
a sound knowledge of principles gained
through careful study. He is widely
known and exceptionally popular.

The Philippine National Bank was
established by act of the Insular Legis-
lature on May 2, 1916. Not only is it
a strong institution with resources ranl-
ing well among Oriental banks, but it
is the fiscal agent of the Government
of the Philippine Islands. holding t'
current resources of the latter and
vested with a public quality not pos-
sessed by any purely private banking
organization in the archipelago.
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Sir Herbert Samuel, High Commissioner
for Palestine, has informed the Palestine
Advisory Council that he is negotiating with
English, American and Egyptian financiers
for the establishment of credit banks
throughout Palestine, says a dispatch from
Jerusalem. Sir Herbert added that he
hoped to see these banks operating in the
near future.

T ——

According to a dispatch from Manila the
Chinese-American Bank of Commerce of
Peking has announced the opening of a
Manila branch and the amalgamation of the
Harbin and Manila branches of the Ameri-
can Foreign Banking Corporation of New
York with the Chinese-American Bank of
Commerce.

The bank has a capital of $10,000,000
subscribed by Americans and Chinese.

0

Joseph McCurrach, New York agent of
the Banco Nacional Ultramarino, has an-
nounced that this institution has opened
offices in Chaves and Regoa, Portugal,
making a total of 30 offices in that country.

(Y

Robert Rumpf has been appointed treas-
urer, and J. Allen Palmer, assistant secre-
tary, at the Paris office of the Guaranty
Trust Company of New York.

o

The American Foreign Banking Corpo-
ration, 53 Broadway, has announced that it
will open a branch in Mexico City, Mexico,
on January 17th.

This will bhe the first American bank
under the supervision of the Federal Re-
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Aktiebolaget Svenskﬁ Handelsbanken
The Swedish Bank of Commerce

Heap OFfFice: Stockholm
Cahble Address: * HANDELSBANK?”

With 254 branches throughout Sweden this bank is fully equipped to handle
the Swedish business of American banks

. Kr. 80,708,600
. Kr. 100,268,609
. Kr. 1,501,6v1,560

serve Board to open in Mexico, and it will
be prepared to handle all collections on that
country, and give information on credits
and other matters of financial interest to
Americans.

o0————

The Royal Bank of Scotland has an-
nounced net profits for the year ending
October 9, 1920, of £375,138. Out of these
profits dividends at the rate of 10 per cent.
per annum were paid and a bonus of 1 per
cent. which, less income tax, amounted to
£154.000. £20,000 was written off expendi-
ture on bank buildings and heritable prop-
erty: £30,000 was carried to pension reserve
fund, and the balance £171,138 was applied
to investments account. A balance of
£1.082,276 was carried forward.

-

Ernesto Tornquist & Co., Ltd., of Buenos
Aires, have announced net profits for the
vear ending June 30 last of Gold $1,645,490
after making all deductions. Of this
amount Gold $82,274 was charged to the
legal reserve fund; Gold $900,000 was paid
in dividends; Gold $700,000 was charged to
the extraordinary reserve fund and Gold
£81,654 was carried forward.

O——————

Total resources of the Skandinaviska
Kreditaktiebolaget on November 30th last
were Kr. 1,400823,009.56. Deposits were
Kr. 576,075,619. This bank’s capital is Kr.
87,188,000 and its reserve fund is Kr. 94,-
812,000.

———o——

Net profits of the Western Australian
Bank for the half-year ending September
27th last amounted to £32,055 which added
to £38,506 carried forward from the previ-
ous half-year, makes a total of £70,562.

Out of this fund a dividend of £1 per share
free of dividend duty was paid, amounting
to £25,000, £25,000 was transferred to re-
serve fund and £20,562 was carried for-
ward.

— e r—————

Gross profits of the London & River
Plate Bank, I td.,, for the year ending Sep-
tember 30th last were £1267,019 to which
should be added £319,325 carried forward
from last year, making a total of £1,586,344
which was appropriated as follows:

To charges at head office
and branches, including
rent and taxes .........

To interim dividend......

To balance carried down..

—
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£1,586,344

— -——o0

The Banque Internationale de Commerce,
the head office of which is in Paris, has
opened a branch in Geneva, Switzerland at
6. Boulevard du Theatre. D. V. Jequier
and L. Simmler are authorized to sign.

—_————

The Swiss Bank Corporation has opened
a new office at Schaffhouse, Switzerland,
where it has taken over the Bank of
Schaffhouse, established in that city over
57 years ago.

—————— —

The Commercial Bank of Scotland, Ltd.,
has announced net profits for the year to
November 1st, 1920, of £302,039 to which
should be added balance of profit from the
previous vear of £52,631. Of this sum
£157,500 was paid in dividends; £100,000 was
applied to account of depreciation of bank's
investments; £25,000 was credited to of-
ficers’ retiring allowances fund, and £20,000
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was applied in reduction of the cost of the
bank’s properties. A balance of £52,171
was carried forward.

———

Net profits for the half-year ending June
30th last of the Industrial Bank of Japan,
were Yen. 17,835,806,597, which were ap-
propriated as follows:

To current expenses, interest,
e e 13,859,157.115

shares, and debentures; on
bad and doubtful debts,
etc. (A decrease of Y 82,-
054,280 as compared with

the last term) 2,069,181.780

To reserve against loss.... 153,000.000
To dividend equalization re-

SEIrVe . ...iiiiiinnaeianan 39,000.000
To dividends (8 per cent.

per annum) .............. 1,5657.377.060
To remuneration to officers 70,000.000
To balance carried forward

to next account.......... 88,090.642

Total ................ 17,835,806.597

-

The British Overseas Bank, L.td., has an-
nounced profits for the year ending Oc-
tober 31st last of £199,744. Of this sum
£39,015 was appropriated to the writing
off of preliminary expenses, £69,241 was
paid out in dividends, £10,000 was appro-
priated to establish a reserve fund against
investments in foreign countries, £81,486 was
carried forward to next year.
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Profits for the half-vear ending Sep-
tember 30th last of the Royal Bank of
Australia, Ltd., were £55,230 after making
a contribution of £5,000 to the fund for the
benefit of the staff. Of this amount £25,000
was appropriated for a dividend at the
rate of 10 per cent. per annum; £25000 was
transferred to reserve fund, and £5,230 was
carried forward.

_————

The Asia Banking Corporation of New
York has opened a new branch at Singapore,
the commercial trade center of Southern
Asia and eighth largest seaport city in the
world, this corporation has just opened its
ninth branch in the Far East.

The port, capital of the Crown Colony
of the Straits Settlements, is free to ships
of every nation, without charges on exports
or imports. The imports in 1917 were
valued in excess of $300,000,000 and the ex-
ports about $290,000,000. The total tonnage
entered and cleared annually is more than
17,000,000 tons. Copper, tin, and tropical
goods of all kinds make up the principal
exports, while the imports are of a general
nature.

—_—

The Equitable Eastern Banking Corpo-
ration of New York will open a new branch
in Shanghai, China.

W
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H. M. Webster & Company

25 West 43d Street, New York City

Public Accountants - Auditors - Production Engineers
Bank Audits and Systems

Income Tax Service

THE fundamental principles of mod-
ern accountancy are alike applicable to-all
forms of business, but their particular efficacy
depends for the most part upon the indi-
vidual knowledge and adaptability of their
exponent. This company has had a singular
experience solving the business problems of
its clients, an experience that has developed
an expert organization guided by progressive
policies and sound financial judgment—the
product of many years of successful practice.
Its audits are conducted from the banker’s
viewpoints with all his requirements accu-
rately met in its reports.

Telephone— Vanderbilt 1908
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Home for Your Bank

by the following banks among many others:

Hibernia Bank & Trust Company, New Orleans, La.

Seaboard National Bank, New York

National Bank of Commerce, New York

Asia Banking Corporation, New York
Mercantile Trust Company, New York
American Exchange National Bank, Dallas, Texas
Charlotte National Bank, Charlotte, N. C.
First National Bank, Jersey City, N. J.
Greenwich Trust Company, Greenwich, Conn.
Colonial Trust Company, Philadelphia, Pa.
Titusville Trust Company, Titusville, Pa.

First National Bank, Richmond, Va.

Virginia Trust Company, Richmond, Va.
Planters National Bank, Richmond, Va.
Lynchburg National Bank, Lynchburg, Va.

We shall be plcued to make ouggestions regarcling
the most efficient and economical methods of meeting
your requirements without obligation on your part.

Alfred C. Bossom

Bank Architect and Equipment Engineer
680 Fifth Avenue, New York

When You Build That New

You will require the services of a competent
bank architect and equipment engineer who can
provide you with a distinctively modern building,
with first class equipment throughout and abso-
lute security in vault work. Convincing evidence
that we furnish complete service of this character
is shown by the fact that we have been selected

il




Head Office in the Far East at Shanghai

The Asia Banking Corporation

HE trend of American trading
relations with China has un-
doubtedly been affected favor-

ably, in a sentimental way, at least, by
the recent consummation of the interna-
tional consortium for the aid of that
country.

And tangible effects of the growing
interest which American firms are show-
ing in relation to commerce with the
Far East are reflected in the activities
of the Asia Banking Corporation, which
recently announced the establishment
of another branch in the Orient—this
time, at Singapore. The opening of
this branch means that the Corporation
now has nine branches in operation in
the Orient.

The three-year-old history of the Asia
Banking Corporation reads like a chap-
ter from The Arabian Nights. In 1918,
a group of American banking institu-

Changsha Branch
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Main Banking Room, New York Office

tions, headed by the Guaranty Trust
Company of New York, conceived the
idea of cstablishing an American bank
for furthering the interests of American
firms in their commercial relations with
the Far East. Accordingly, in May,
‘1918, William C. Lane and Ralph Daw-

son, vice-presidents of the Guaranty
Trust Company of New York, left for
the Orient for the purpose of establish-
ing branches of the Corporation in
China and other Far Eastern sections,
and also for making a first-hand study
of economic, industrial and financial

Officers’ Section, New York Office
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conditions in the Far East insofar as
they affected American trading rela-
tions.

The head office in the Far East was
opened for business at Shanghai on
February 7th, 1919, and branches were
established in rapid succession at Han-
kow, Peking. Tientsin, Hongkong, Ma-
nila, Canton and Changsha, the last on
November 12, 1919—thus making eight
branches in about nine months. The
main office of the Corporation is at 35
Broadway, New York.

The bank is also correspondent in
the Far East for the Alliance Bank of
Simla and for Tata Industrial Bank
of India, which has offices in Bombay,
Calcutta, Lucknow, Cawnpore, Madras,
Hyderabad (Deccan), and Rangoon.

Charles H. Sabin, president of the
Guaranty Trust Company of New
York. is president of the Corporation.
And the directorate, which is made up,
for the most part, of executives of the
stockholding banks, is as follows: C. F.
Adams, vice-president, First National
Bank of Portland. Oregon; A. L. Aiken,
president, National Shawmut Bank,
Boston; M. F. Backus, president, Na-

CHARLES H. SABIN

President Asia Banking Corporation and
Prestdent Guaranty Trust Company
of New York

Interior of Shanghai Office
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W. C. LANE
Vice-President Asia Banking Corporation

tional Bank of Commerce of Seattle,
Washington; Albert Breton, vice-presi-
dent, Guaranty Trust Company of New
York; Thatcher M. Brown, director,
Mercantile Bank of the Americas, New
York; Ralph Dawson, vice-president,
‘Guaranty Trust Company of New
York; Captain Robert Dollar, San
Francisco; Herbert Fleishhacker, presi-
dent, Anglo & London Paris National
Bank of San Francisco; J. A. House.
president, -Guardian Savings & Trust
Company, Cleveland; William C. Lane,
vice-president, Guaranty Trust Com-
pany of New York; Herbert L. Pratt,
vice-president and treasurer, Standard
‘Oil Company of New York; Seward
Prosser, president, Bankers Trust Com-
pany, New York: Lansing P. Reed. of
Stetson, Jennings and Russell. New
York; Arthur Reynolds, vice-president,
Continental and Commercial National
Bank, Chicago; Charles H. Sabin, pres-
ident, Guaranty Trust Company of New
York; Fred I. Kent, vice-president,
Bankers Trust Company, New York:
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RALPH DAWSON
Vice-President Asia Banking Corporation

George Ed. Smith, president, Royal
Typewriter Company, New York; Eu-
gene W. Stetson, vice-president, Guar-
anty Trust Company of New York.

The Asia Banking Corporation,
through its main office in New York,
and through its branches in the Far
East is well fitted to serve merchants,
manufacturers, importers and exporters
engaged in trade with China and all
other sections of the Asiatic Continent,
and through its direct and international
correspondents and affiliations is pre-
pared to offer its services for business
with Furope, South and Central Amer-
ica, and other parts of the world in
every need of foreign banking.

The service offered is direct, which is
another way of saying that the Corpora-
tion, at every step. exercises close super-
vision over all transactions, thus assur-
ing their accurate and prompt negotia-
tion. The personal character of the ser-
vice is another valuable factor, in that
the Company’s representatives in t"is
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F. R. SANFORD, Jr.
Treasurer Asia Banking Corporation

counts in Taels, Mexican
Pesos, United States
Sterling and Francs.
The Corporation issues commercial
and travelers’ letters of credit available

Dollars.
Gold Dollars.

R. A. SHAW
Secretary Asia Banking Corporation

country and in the Far East occupy
themselves with customers’ transactions
in a spirit of genuine personal interest.

The branches in the Orient pay inter-
est on current, fixed and savings ac-

Officers and Staff of the Hankow Branch

5]
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throughout the Far East, and in all
other parts of the world; buys, sells,
negotiates or collects bills of exchange
originating in the United States, China,
and all over the world.

Credits may be established in this
country and in the Orient for the pur-
pose of financing shipments of merchan-
dise, and the payment or transfer of
funds between here and the Far Fast
is effected by mail or cable.

An important feature of the Com-
pany’s services is the furnishing of full
information relative to the credit stand-
ing of corporations and firms in China

THE BANKERS MAGAZINE

and other Asiatic countries, through the
medium of the branches of the Corpora-
tion in the Orient.

The Corporation also conducts a re-
search bureau which American traders
with the Far East have found of much
value. The Bureau aids exporters in
establishing selling connections abroad:
helps importers to locate the source of
supply of raw materials and manufac-
tured commodities; furnishes miscel-
laneous information relative to trade
conditions and opportunities, and pro-
motes, in other ways, tradg with the
Far East. ’

[y
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Cleveland’s Big Bank Consolidation

HE Union Trust Company, Cleve-
land, which starts business Jan-
uary 1, 1921, with a paid-up cap-

ital and surplus exceeding $33,000,000,
resources exceeding $310,000,000, and

depositors numbering more than 220,-

000, is a consolidation of six strong
banks each with a distinct record and
tradition for the highest type of bank-
ing service. These banks are The Citi-
zens Savings and Trust Company, The
First National Bank, The Union Com-
merce National Bank, The First Trust
and Savings Company, The Broadway
Savings and Trust Company, and The
Woodland Avenue Savings and Trust
Company. '

Following is an outline of the history
of the consolidating banks given in the
order named. and sketches of the busi-
ness and banking careers of the presi-
dents of the four largest consolidating
banks.  Also interesting figures on
growth and condition of all the banks.

THE CITIZENS SAVINGS AND TRUST
COMPANY

The Citizens Savings and Trust Com-
pany is the outgrowth of the consolida-
tions which date back to 1868 with the
formation of the Citizens Savings and
Loan Association, although the bank

did not operate as the Citizens Savings
and Trust Company until 1903.

The Citizens Savings and Loan As-
sociation began business August 1, 1868,
in the Atwater building, later moving
eastward to the Franklin Block, thence
to the Wade building and in 1894 to the
site on the Public Square now occu-
pied by the Federal building. In 1901
it erected the building which now houses
the Citizens Savings 'and Trust Com-
pany. The first president of ‘the Citi-
zens Savings and Trust Company was
J. H. Wade, who served from 1868 un-
til the time of his death in 1890. Mr.
Wade was succeeded by H. B. Payne,
who resigned the following year and
was succeeded by W. S. Jones, who
served until his death in 1893, when
Frederick W. Pelton became president.
Mr. Pelton served until his death in
1902 when D. Z. Norton became presi-
dent. On February 3, 1903, when the
Citizens Savings and Loan Association
and the Savings and Trust Company
were merged into the present Citizens
Savings and Trust Company, Harrison
R. Newcomb became president and
served until the time of his death, when
he was succeeded by D. Z. Norton, who
served a second time as head of the
institution until January, 1918, when
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he was succeeded by Joseph R. Nutt,
who has since held the presidency.
April 22, 1908, the Citizens Savings
and Trust Company merged with the
American Trust Company, retaining the
name, the Citizens Savings and Trust
Company. The following year the
Citizens Savings and Trust Company
purchased the assets of the Prudential
Trust Company, paying for them in
stock of the Citizens. Prior to that
the Prudential Trust Company had pur-
chased the assets of the Caxton Savings
and Banking Company. In May, 1908,
the Citizens Savings and Trust Com-
pany purchased the assets of the Com-
mercial Savings and Trust Company,
formerly the Dime Savings and Bank-
ing Company. In 1918 it became affil-
iated with the Union Commerce Na-
tional Bank. Together these two banks
formed the largest banking unit in Ohio.
In recent months the Citizens has en-
tered the branch banking field, estab-
lishing an east side and west side office.

THE FIRST NATIONAL BANK

The First National Bank was found-
ed on May 23, 1863, two days after the
passage of the National Bank Act and
always operated under Charter No. 7.
It has held the distinction for many
vears of being the largest of the first
seven national banks chartered and the
largest national bank in Ohio. The
leading spirit in its organization was
George Worthington, a New York bank-
er who had engaged in the hardware
business in Cleveland in 1829. He
served as president of the First Na-
tional Bank until his death in 1871.
when General James Barnett succeeded
him, holding office until 1905. He was
succeeded by John Sherwin, who has
since been president. There have been
several consolidations in the history of
the First National Bank, the institution
having acquired several banks that de-
sired to liquidate or consolidate with a
larger organization. These include the
Euclid Avenue National Bank, which
was organized in 1886 and which was
later consolidated with the Park Na-
tional Bank under the name of the
Euclid-Park National Bank. The Park
National Bank had been organized in
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1895 by John Sherwin and about five
vears later had absorbed the American
Exchange National Bank, increasing its
capital $250,000 for that purpose.
Shortly after the formation of the Eu-
clid-Park National Bank, the State Na-
tional Bank went into voluntary liquida-
tion and its business was transferred to
the Euclid-Park  National Bank.
Earlier in 190+ the Bankers National
Bank liquidated and this business was
also transferred to the Euclid-Park Na-
tional which by this time had become
the largest national bank in Cleveland.
On May 1, 1905, the Euclid-Park and
the First National were merged under
the name of the First National. The
First National had in 1903 increased
its capital to $1,000,000 in order to ac-
quire the assets of the Coal and Iron
National Bank, the first bank merged
with the First National. At the time
of the consolidation of the Euclid-Park
National and First National in 1905,
the Euclid-Park National had deposits

amounting to $14,000,000, while the
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First National deposits were $7,000,000.
John Sherwin, who was vice-president
and executive manager of the Euclid-
Park National Bank at the time of the
consolidation became president of the
First National. Since that date there
have been no further consolidations nor
mergers until the recent formation of
the Union Trust Company. In 1908
the First National Bank moved into its
magnificent home on FEuclid Avenue
near the Public Square, being one of the
most attractive in the country.

THE UNION COMMERCE NATIONAL BANK

The name of this bank indicates its
dual origin through the consolidation
of the Union National Bank and the
Bank of Commerce, National Associa-
tion. This was effected as of Feb-
ruary 2, 1918. The Union National had
been organized in 1894 with Senator
Mark A. Hanna as its first president.
His death occurred in 1904 just pre-
ceding the merging of the Union Nation-
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al and the Colonial National Banks in
April #th of that vear, and he was suc-
ceeded by E. H. Baurne who was fol-
lowed in that office by George H.
Worthington. F. R. Fancher, now
Governor of Federal Reserve Bank of
Cleveland, succeeded Mr. Worthington
and he was succeeded by George H.
Coulton who became official head of the
Union Commerce immediately following
its consolidation with the Bank of Com-
merce, National Association and has
been president since. The Bank of
Commerce. National Association had its
origin in the organization of the Bank
of Commerce which onened its doors in
1853 with a capital of $100,000. Eleven
vears later it surrendered its state
charter and became the Second National
Bank shortly after the First National
was established. At the expiration of
its charter in 1884, the Second Na-
tional Bank became the National Bank
of Commerce. In 1899 it was rechris-
tened the Bank of Commerce, Nation~l
Association when it consolidated with
the Western Reserve National Bank
which had been organized in 1892 with
Colonel James Pickands as president.
At the time of this merger James Gar-
retson was president of the Bank of
Commerce, following his death George
S. Russell succeeded him and in 1918
became first vice-president of the Union
Commerce National Bank, at the time
of the consolidation of that date.

THE FIRST TRUST AND SAVINGS COMPANY

The First Trust and Savings Company
was founded in May, 1913, as an affilia-
tion of the First National Bank, its
stock being owned by the stockholders
of the First National Bank. John
Sherwin, president of the First Na-
tional, also became president of the
First Trust. The growth of the trust
company was remarkably rapid, espe-
cially in the field of corporate trust
work.

THE BROADWAY SAVINGS AND TRUST COM-

PANY AND THE WOODLAND AVENUE
SAVINGS AND TRUST COMPANY

The history of the Broadway Savings
and Trust Company is unique in that it

_was the first neighborhood bank to be
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established in any large city. This was
in the spring of 188+ Three years
later the Woodland Avenue Savings and
Trust Company was started. These
banks were organized by Oliver M.
Stafford. vice-president of the Wood-
land Bank and president of the Cleve-
land Worsted Mills Company, with the
assistance of Caesar A. Grasselli, now
president of both institutions and chair-
man of the board of the Grasselli Chem-
ical Company. These officers, together
with J. C. Sanders, P. J. Slack, and
others, have managed these neighbor-
hood institutions with practically no
change since their establishment. An
active board of directors, which has suf-
fered two losses by death, has served
the banks from the beginning. Many
of the customers are foreign-born or of
foreign parentage. Both banks are
strong institutions which have helped
largelv in developing their suburban
districts. The Buckeye Road office of
the Woodland Bank constitutes a fur-
ther addition to the consolidation.

JOSEPH R. NUTT

Joseph R. Nutt, president of the Citi-
zens Savings and Trust Company, at
the time of its consolidation in the Union
Trust Company, came into the banking
field after a general business experience.
In his earlier business life he was en-
gaged in the manufacture of coke in
connection with a company which is
now the Frick Coke Companv of Pitts-
bureh. From 1893 to 1897 he was en-
gaged in the retail jewelry business in
Akron, leaving this in 1897 to organize
the Central Savings Bank of which he
became treasurer. It was in 1901 that
he left this bank and came to Cleve-
land to become secretarv and treasurer
of the Savings and Trust Company.
In 1903 when the Savings and Trust
consolidated with the Citizens Savings
and Loan Association, forming the Citi-
zens Savings and Trust Company, Mr.
Nutt became secretary. He later be-
came a vice-president and in January,
1918. was made president of the Citi-
zens Savings and Trust Company and
has served in that capacity ever since.

During Mr. Nutt’s business and bank-

129

JOHN SHERWIN

President First National Bank and First Trust and
Savings Company of Cleveland

ing experience he has taken an active
interest and part in many business en-
terprises and although his work at the
head of the Citizens Savings and Trust
Company has necessitated his with-
drawing from many other business
interests, he has remained a director of
the Quaker Oats Company, the White
Motor Company, and a director and
vice-president of the New York, Chicago
and St. Louis Railroad.

GEORGE A. COULTON

George A. Coulton, who was presi-
dent of the Union Commerce National
Bank at the time of its consolidation in
the Union Trust Company, commenced
his banking experience in 1893 with the
FEuclid Avenue National Bank. In
December, 1898, he assisted in the or-
ganization of the Colonial National
Bank and became assistant cashier.
Later he became cashier. In April,
1904, the Colonial National consolidated
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with the Union National and Mr. Coul-
ton was elected president of the Union
National in 1914. At the time of the
consolidation of the Union National
with the Bank of Commerce, National
Association in  February, 1918, Mr.
Coulton became president of the
Union Commerce National Bank, and
acted in that capacity until the forma-
tion of the Union Trust Company.

While Mr. Coulton’s banking career
has been a very active one and his time
has been devoted largely to the inter-
ests of his bank work, his counsel and
co-operation have been sought in the
interest of many local business enter-
prises. He is president of the Clearing
House Association of Cleveland and a
director in a number of leading indus-
trial corporations.

JOHN SHERWIN

John Sherwin, president of the First
National Bank and the First Trust and
Savings Company, at the time of the
formation of the Union Trust Company,
started his bank experience with the
National Citv Bank in 1885. Three
vears later he became cashier of the
First National Bank at Ellwood City,
Pennsylvania. In 1895, he returned to
Cleveland to organize the Park Na-
tional Bank and became its cashier. In
1903, when the Park National and
Fuclid Avenue National consolidated,
forming the Euclid-Park National, Mr.
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Sherwin became vice-president and ex-
ccutive manager. In 1905, the Euclid-
Park National consolidated with the
First National and Mr. Sherwin became
president.

Mr. Sherwin has always been very
active in the direction of his banks.
It is largely through his efforts that the
First National Bank attained such a
strong and broadly recognized position
among banks and bankers the country
over. At the time of its consolidation
in the Union Trust Company, the First
National Bank was undoubtedly better
known and more actively associated
with big banks of the East than any
other financial institution of this section.
Mr. Sherwin is a member of the execu-
tive committees of the American For-
eign Banking Corporation of New York
and the Foreign Bond and Share Corpo-
ration of New York, also a director of
the American Surety Company of New
York.

Notwithstanding his close application
to his bank work, Mr. Sherwin has be-
come associated as director or officer in
many of this community’s most substan-
tial business concerns. He is a member
of the executive committee of the Otis
Steel Company, Valley Mold and Iron
Corporation, the Kelly Island Lime and
Transport Company; president of the
Wigmore Realty Company and the
Euclid-Square Company, and a director
in many leading companies.

ASSETS AND LIABILITIES OF BANKS INCLUDED IN UNION TRUST COMPANY MERGER
(Statements as of November 15, 1920.)

Union Citizens First First Broadway  Woodland
Commerce Savings National Trust Savings Savings Total

Capital stock......... £4.000,000  £4,000,000  $2,500,000  $1,250,000 $300.000 ° $350,000  $12,400,000
Surplus and undivided

profits ............. 4,863.3668 5,884,031 4,829,052 1,615,158 806.472 743,039 18,541,118
Loans and disc'ts.. 58,257,064 45.43%,012 *65.790,580 . 16,783,594 12,216,960 668, 212,155,801
Deposits  ............ 58,162,238 67,398,706 72,240,072 25,613,875 13,991,008 15,282,862 252,689,659
Total resources..... 86,709,088 77,548,737 97,500,108 29,222,527 15,387,488 16,443,833 322,701,781

*Including investments.

GROWTH OF DEPOSITS OF SIX CONSOLIDATED BANKS IN THE LAST DECADE IS CLEARLY SHOWN
BY COMPARING TOTALS AR OF NOVEMBER 15, 1920, DECEMBER 31, 1915
AND JANUARY 7, 1911, AS FOLLOWS:

Nov, 15. 1920 Dec. 31, 1915 Jan, 7, 1011

Union Commerce .......... S $5R,162,288 *$36,538,377 *$25,809,335
Citizens ........... ... 67,308.706 56,813,056 40,600,319
First National . 72,240,072 46,335,144 28,186,209
First Trust .... 25,613,875 13,290,067 seetsens
Broadway .. 13.991,908 7,257,221 4,944,329
Woodland ...... .. 15,282,862 5,969,263 38,998,732
T 7 ) £262,689,659 $166,203,128 $103,638.924

*Pank of Commerce N. A. and Union National Bank combined.
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THE UNION TRUST
COMPANY

CLEVELAND

The merger of The Citizens Savings and
Trust Company, The First National Bank,
The Union Commerce National Bank,
The First Trust and Savings Company,:
The Broadway Savings and Trust Com-
pany and the Woodland Avenue Savings
and Trust Company into THE UNION
TRUST COMPANY gives to Cleveland
one of the largest banks in the United
States with resources exceeding $310.-
000,000 and paid in capital and surplus
exceeding $33,000,000.

Effective January 1, 1921
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THE FIRST INSURANCE COMPANY
IN NEW YORK

ROPERTY holders in New York City who, in

1787, nailed up on the doors of their houses the
licenses that announced their fire insurance policies in
the newly formed Mutual Assurance Company of
New York, felt a warranted confidence indeed. Its
founders were in part that same group of sound, rep-
resentative merchants who later, in 1799, were to
found the Bank of the Manhattan Company. One
finds in the directorate of the Insurance Company,
over a long period of years, nearly a score of the
original stockholders of the Bank, as well as men
like John B. Coles, William Edgar, David Gelston,
Thomas Hammersley, William Laight, and Thomas
Suffern, who were active in the Bank’s directorate.
Today, men place their confidence in the Bank, not
only because of the representative business men at
the helm, but also because of its large, accumulated
resources and its unbroken record of 122 years’

constructive service.

BANK of the
MaNHATTAN COMPANY
ESTABLISHED 1799 PY

40 WALL STREET

Capital $5,000,000. Surplus and Undivided Profits $16,146,494.20
UPTOWN OFFICE : —31 Union Square, New York
QUBENS BOROUGH OFFICES : —Jamaica, Flushing, Long Island City,
Far Rockaway, Rockaway Beach, Seaside, Richmond Hill, Elmburst,
Corona, College Point, Woodhaven, Ridgewood, Fresh Pond
BROOKLYN OFFICES: —S$¢. Jobn's Place and Cypress Hills
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Review of the Month

The Business Situation Throughout the Country as Reflected
in the Opinions of Banks and Bankers

SURVEY of the year 1920 is

contained in the following annu-

al statement to the press issued
by James B. Forgan, chairman of the
board of directors of the First National
Bank of Chicago and the First Trust
and Savings Bank:

The year 1919 was still under the influ-
ence of the boom created by the Great War,
while the present vear marked a reaction.
This reaction set in during the spring and
it has not run its course even now and is
not likely to do so for a few more months
to come. On the whole, it was to be ex-
pected. but in prosperous times business
men rarely regard the warnings of those
who point out the weakness of the existing
situation but act as if there never could be
a change for the worse. It is a well known
fact that with a rising market buying in-
creases and decreases with a falling market.
The result of all this has been that business
failures, which, as I stated last year, had
been few and unimportant for some years,
have increased and are likely to continue to
increase. Those undertakings which owed
their existence merely to the artificial stim-
ulus of the War and intrinsically lacked
those qualities and attributes necessary for
sound and conservative progress are now.
paving the penalty for their deficiencies.
The failures so far have been those of the
weaker concerns . whose absence the busi-
ness world need not regret.

The immediate cause of the decline in
prices which has brought on the present
sharp business depression was undoubtedly
due to the action of the Federal Reserve
Banks in increasing their discount rates, but
it must always be noted that without such
action we should have had continued infla-
tion. which unquestionably would have
finally brought on not a business depression
such as we are now facing and which in
manv respects resembles the one following
1907. but in all probabilitv we should have
had a catastrophe such as followed the vears
1873 and 1893. The danger at present is
due chiefly to the international situation.
Furope, it is estimated, owes this country
on open bhook account roughly four billions
of dollars, as a result of which farmers,
manufacturers, merchants and bankers are
finding it difficult to liquidate in a manner
such as ought to take place at the present
time. The demoralization of the foreign ex-
change market which I noted last year is
continuing, and there does not appear any
immediate prospect of relief.

An important conference was held in Chi-
cago on December 10 and 11 in order to es-
tablish a corporation with a capital of
$100,000,000 to operate under the so-called
Edge Act and thus aid in relieving the
situation. While this conference was on th=>
whole a successful one and there was left
no doubt that the best opinion of the finan-
cial community %elieved that aid should be
extended to the rest of the world in order
to rehabilitate international trade, still it is
necessarv to warn against undue ontimism,
In the first place, no financial corporation
arganized in this country will be a panacea
for all the evils now afflicting Furope ana
some other parts of the world. There can
be no complete return to notmal conditions
vntil many of the manifestations of the so-
cial unrest now existing disappear, and th>
world as a whole learns that the only final
cure for its present ailments is work. Fur-
thermore. a corporation with a capital of
£100.000 000 is not to be organized overnight.
Careful nlans must be drawn up as regards
manv details. and a management which will
insvire confidence must be found. Other-
wise neither banks nor other business en-
terprises will ‘ntrust their funds to such a
corvoration. Tt need hardly be pointed out
that men canable of directing an enterprise
as hug~ as the one vlanned are not easily
found; thev are not likely to be idle at
ths present time and among those seeking
new positions.

In ocur own country crops of nearly all
kinds have been unusually large and good
in qualitv. Tn fact, the crops have been so
large and the rest of the world has had
such difficulty in paving us for what they
reruire of our surplus that the prices of
agricultural products have been unduly de-
vressed and the farmers and cattlemen of
the countrv have heen complaining bitterly
and appealing to the banks for aid and as-
sictance. Tt is to bhe noted that on the
whole the banks have done all that could
be expected of them to aid this most im-
nartant section of the community, but, after
all, the mercantile part of the industrial
world has had to take losses. and where
the management has been a safe and sound
one proper reserves were set up during the
nrosperous years. out of which the present
losses are heing paid. Fundamentally, the
farmers are in no different position than
manufacturers and merchants, and where
thev have been wise and have saved some-
thing out of their large earnings of recent
vears they are not now in difficulty. In re-
gard to one of the branches of agricultural
production, special efforts have been made
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to save the situation. I refer to the cattle
industry. Breeders of cattle, especially
those of our Northwest, have suffered very
greatly in recent vears owing to long con-
tinued drought, so that if relief were not
extended there would be real danger that
the herds would be depleted to such an
extent that the loss might never be made
good, certainly not within anv reasonable
time. A corporation was therefore formed
with headquarters in Chicago which is now
éxtending credit to cattlemen where needed
and deserved.

As last vear, the demand for bank credit
has remained steady and strong and dis-
count rates have ruled high. As a result,
banks have had an opportunity to make
large profits, but these have been somewhat
offset by the business failures to which I
have referred. Banks will serve their own
interest best, and that of the country and
of the world, if thev continue to watch the
situation closely and wherever possible urge
th-ir customers to liquidate so that credit
again may become fluid and be made avail-
able to serve the necessary expansion of
production here and abroad.

There is no reason whatsoever to despair
at the present time. The world has re-
ceived a severe shock but not one from
which there can be no recovery. Funda-
mentally, surface appearances to the con-

trary notwith