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The Par Collections Controversy

HE methods employed by certain of the Federal Reserve
Banks in endeavoring to compel non-member banks to remit
at par for checks drawn against them are to be the subject

of further judicial inquiry. It will be recalled that in the case of
American Bank et al. vs. Federal Reserve Bank of Atlanta a de-
cision was rendered favorable to the defendant, it being held that
the presentation at one time of a large number of checks against
a drawee bank did not constitute a valid ground of action against
the Federal Reserve Bank in question. But this decision, rendered
by the Fifth Circuit Court of Appeals has been reversed by the
United States Supreme Court, and the case remanded for a further
trial. In delivering the opinion of the United States Supreme
Court, Mr. Justice Holes said:

“A bank that receives deposits to be drawn upon by checks of
course authorizes its depositors to draw checks against their ac-
counts and holders of such checks to present them for payment.

“When we think of the ordinary case the right of the holder
is so unimpeded that it seems to us absolute. But looked at from
either side, it cannot be so. The interests of the business also are
recognized as rights, protected against injury, to greater or less
extent, and in case of conflict between the claims of business on
the one side and of third persons on the other, lines have to be
drawn that limit both. A man has a right to give advice, but advice
given for the sole purpose of injuring another’s business and effec-
tive on a large scale, might create a cause of action. Banks as we
know them could not exist if they could not rely upon averages
and lend a large part of the money that they receive from their
depositors on the assumption that not more than a certain fraction
of it will be demanded on any one day. If without a word of false-
hood but acting from what we have called disinterested malevolence
a man by persuasion should organize and carry into effect a run
upon a bank and ruin it, we cannot doubt that an action would lie.
A similar result even if less complete in its effect is to be expected
from the cc irse that the defendants are alleged to intend, and to
determiv.c v hether they are authorized to follow that course it is

1
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not enoug_,h to refel to the gencral right of a holder of checks to
present them, but it is necessary to consider whether the collection
of checks and presenting them in a body for the purpose of break-
ing the petitioner’s business as now conducted is justified by the
ulterior purpose in view.

“If this were a casc of competition in private business, it would
be hard to admit the justification of self-interest, considering the
now current opinion as to public policy expressed in statutes and
decisions. But this is not private business. The policy of the Fed-
eral Reserve Banks is governed by the policy of the UTnited States
with regard to them and to these relatively fecble competitors. We
do not need aid from the debates upon the statute under which
the Reserve Banks exist to assume that the United States did not
intend by the statute to sanction this sort of warfare upon legiti-
mate creations of the states.”

In the view of those who have been opposing the methods em-
ployed by the Federal Reserve Banks in this matter, their con-
tention is completely vindicated by this decision of the highest
judicial authority in the land. The practical effect of the decision
will be to keep the matter open for further adjudication.

&

One Way of Bringing About Deflation

OR so long have the people of the United States been accus-
tomed to Government paper in one form or another that
they never think of questioning the quality of any paper

money they may happen to posscss, much less to ask for its re-
demptlon in gold An “economist” who as a'matter of experiment
sought such redemption had a very amusing experience, as related
by John Kane Mills in The Nation. Finally, the “economist” got
his gold.

This same writer goes on to consider what would be the eco-
nomic effect of a demand for gold and a refusal to accept Federal
Reserve notes. He says:

“The effect of a general demand for gold and a refusal to accept
the Federal Reserve forty-eight-cent printing press notes must
now be considered. Who would suffer? Or would anyone suﬁ'er?
Would it affect the producer, the middleman, or the consumer?
What would happen to the capitalist, the salaried man, and the
daily wage earner?! The first class that would be seriously hit
would be those who are now depending on bank accommodation
with which to carry on their business. These can be labeled under
the heading of middlemen. The getting of gold out of the banks
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and into general circulation would automatically check the issuance
of Reserve notes. T'he Reserve banks would be forced to further
curtail credits, with the result that many commodities now resisting
deflation would be forced to accept a cash market with a resulting
break of prices. As prices dropped so would eventually the cost
of production as new goods would be forced to meet the competltlon
of existing stocks. This will reduce wages, but wage earners could
afford to receive less as the cost of living would still further come
down due to an appreciation of the value of the currency. Re-
duced wages would buy more than large wages are buying now.
Unemployvment might continue while the lower level of prices was
being reached, but in the end things would be better in that values
would be based on a 100 per cent. metallic currency instead of on
50 per cent. inflated paper tokens.

“From the ahove, it will be seen that the public has the matter
in its own hands. If deflation of the currency is desired, all that
is needed is to demand gold and refuse Federal Reserve notes.
Labor could force a reductmn in prices overnight by demanding
gold instead of notes in the weekly pay envelope. This may be
the only honest public-spirited thing to do even though, in the
ensuing crash of profiteering prices, a number of individuals may
get hurt, for we maintain not only that we are on a gold basis but
that there exists in America and in America only a free market for
gold. If this is the case, let the public see it, feel it, and use it,
but do not let the profiteers lock it up and issue double the quantity
of paper tokens for it for their own ends and against the interests
of the ultimate consumer.”

This remedy will not be easy of application, for the reason that
the people have become so habituated to the use of paper curr ency
in one form or another that they really prefer it to gold; and,
besides, very few persons other than economists could be made to
see the effects of the proposal.

Probably those who have given most careful study to the cir-
culation of a fiduciary currency of any kind would agree that a
reserve of forty per cent., or even less, is quite sufficient. A hun-
dred per cent. reserve is generallv considered as unnecessarily ex-
pensive, although this was formerly the requirement for additional
circulation of the Bank of England beymd a certain fixed limit.

The writer quoted seems to miss what is perhaps the only seri-
ous objection to the Federal Reserve notes; that is their use as
bank reserves by state banks and trust companies. A credit note
in a man’s pocket, while it may represent in actual gold less than
its face value, is not being used as a basis on which to create fresh-
credits as are the Federal Reserve notes in the hands of stawe
banks and trust companies doing a discount business. This fault
must attach to any Government note which bears at least a quasi



4 THE BANKERS MAGAZINE

legal tender character, and it is probably one of the most serious
defects of the Federal Reserve notes, for it militates against their
redemption.

No great rush of the people to the Federal Reserve Banks
may be expected to secure the redemption of Federal Reserve
notes in gold, and very likely the number of “economists” holding
the notes, at least in sufficient volume, is not large enough to bring
about deflation, even should all these “‘economists” decide that they
must have gold instead of paper.

o

Getting Returns on Our Foreign
Investment

N the new role of international banker this country is encounter-
ing at the very outset a most perplexing problem, namely,
how to recover either the principal or interest of the loans

already made and of others in contemplation. This is a problem
to which domestic banking operations are not unaccustomed,
though the difficulty has never been of quite the saine character
as the present one. David Harum defined banking as “loaning
out your money and gettin’ it back again”; and while banking in
recent years has expanded considerably beyond this simple rule,
getting its money back still constitutes a major concern of bankers
engaged in both domestic and foreign transactions.

Heretofore the importation and exportation of goods have been
looked on as furnishing one of the most dependable bases of liquid
credits; but the war has upset this principle as it has many others.
Indeed, the credits arising from foreign trade operations have
lengthened out to such a span of time as to cause the commercial
banks of the country to seek to pass at least a fair share of such
credits over to concerns of an investment type. The means of
doing this have not as yet been fully worked out, though practical
steps have been taken in this direction.

Much confusion of thought exists as to just how we are to get
back what we invest abroad, or even the interest on these invest-
ments, once this new machinery is in operation. Payment of bal-
ances due us in gold does not appear practicable, for the reason
that the debtor countries generally have no gold to spare, and
for the further reason that if they had we should not want it.
Nor is there much of a disposition to accept foreign goods, as
the new tariff witnesses; although there is perhaps a tendency
to exaggerate this phase of the matter, for despite the protective
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tariff we shall continue to make heavy importations as we have
done in the past.

The debts which foreign countries owe us can be partly dis-
charged by services, such as carrying goods and passengers across
the seas. But with the increased share we are taking of the ocean-
carrying trade, the amount absorbed in this way can not be very
large.

There are some minor services which might be rendered, but
which amount to so small an aggregate that they need not be
enumerated.

In this situation the proposal is made that we must postpone
expectation of payment, and not only make investment on a large
scale in European securities and industries, but similarly reinvest
interest and profits. Such a course would afford an immediate
remedy, but it would postpone the day of payment only to make
the amounts finally due cumulatively heavy. And yet no other
course may be open.

In time, as European credit strengthens, the importance of
this problem will no doubt diminish. We may find that our im-
portations of raw and partly-finished products, and of such com-
modities as we do not ourselves produce at all or in sufficient vol-
ume to meet domestic needs, will not throw American labor out
of employment and impoverish the country, but really have the
effect of contributing to our national prosperity. Should experi-
ence bring us this lesson, we might consent to remove a layer or
two of bricks from the top of our tariff wall.

There seems to be a pretty general determination to go on do-
ing business with the rest of the world, even though this may in-
volve a modification of our views regarding the tariff and some
other things.

&

Taxes as a Hindrance to Business

HEN taxes become so burdensome as to dry up the sources
from which they are derived, the main purpose of taxation
as heretofore imposed—to obtain revenue—is defeated.

In these times, and in fact before the Great War, a comparatively
new theory of taxation emerged, namely, that it was a device for
redressing inequalities in the distribution of wealth, and even an
instrumentality for punishing and destroying great and successful
business concerns. However fine these theories may appear, they
do not seem to be working out advantageously in practice. They
are doubtless accomplishing the objects mentioned; that is,
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they are redistributing weelth, punishing many forms of successful
business and tending to destroy others altogether. If those to
whom the wealth is being distributed should save their added gains
and invest them in the business from which they were taken or in
other forms of enterprise, the net result might not be much changed
from what it was before the redistribution took place. But the
bulk of such redistributed wealth is perhaps not invested but ex-
pended, and not always wisely.

What the outcome will be may be easily imagined. For ex-
ample, if the profits of a flouring-mill were taken largely from the
owners in the shape of excess profits taxes, and the sums so ab-
sorbed were swallowed up by reckless and extravagant Government
expenditures, or went to the eniployvees of the mill in some round-
about way only to be expended largely for luxuries, the capital
fund necessary for the extensive and profitable operation of the
flouring-mill would be lacking; and, should this process be carried
far enough, the milling industry would languish, and so with other
industries—they could not long survive the lack of capital.

The experience of the banks would seem to indicate that some-
thing of this nature is already taking place. In an address recently
delivered at a banquet given in honor of the President of the
United States and Cabinet by the District of Columbia Bankers
Association at Washington, Arthur Reynolds, president of the
Continental and Commercial National Bank of Chicago, made this
significant statement:

“A survey of the effcet that taxes have had on the deposits of
‘the Continental and Commercial National Bank shows that at
each tax payment period since December 135, 1919, we have lost
from $14,000,000 to $35,000,000 of deposits with a corresponding
increase in our borrowings at the Federal Reserve Bank. Where
" does the money go? The bulk of it is sent Kast, as is of course
necessary, but it does not return. Qur business institutions are
experiencing a constant drain of their working capital as a result,
and many statements which we have been receiving show a steadily
declining ratio of quick assets to liabilities.

“T would not say that a continuation of this process would leave
us with no deposits at all, nor would it leave business without work-
ing capital; but it seems to me that the experience clearly illustrates
the extent to which taxation is cutting into the commercial capital
of the country. Business will continue to struggle for revival, but
so long as taxes remain as they now are, it will be an uphill fight.
It seems a fair inference that there will be less business and, there-
fore, less revenue from taxes with the entire country as the loser.
The case, to my mind, is urgent and action should be speedy. We
must remember that the Government has a great capacity to de-
stroy business, and a much smaller capacity to create or assist it.”
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Probably the most effective use that can be made of surplus
earnings is to assure their reinvestment in some form of productive
enterprise. To say this is not necessarily to argue in favor of the
retention of large profits in the hands of capitalists nor against
the payment of high wages. On account of his experience and
skill the capitalist, or the man directly engaged in the successful
conduct of enterprise, is the one most likely to make such reinvest-
ment—not merely from altruistic motives, but because he under-
stands that to be the wisest and most profitable use for his funds.
It would be mere special pleading to deny that the capitalist,
accustomed to the possession of a comfortable margin between
income and outgo, finds it much easier to make such investments
than the wage-earner whose margin is comparatively small. But
the capital funds needed could be provided by the savings of wage-
earners, which though leaving a small margin of surplus carnings
in individual cases, vet bulk large in the aggregate. 'To secure
.the needed capital funds from this source calls for a widely-diffused
understanding of the benefits of such saving, coupled with the
- disposition to practice a wise economy.

Fortunately, a very large amount of the capital funds of the
country comes from this source. On the other hand, the profits of
business and enterprise furnish a great deal of such funds. As
testified to by Mr. Reynolds, the funds available fromn these profits
are diminishing, and as he says, “it seems a fair inference that
there will be less business, and therefore less revenue from taxes.”

The remedy is to stop public and private extravagance, espe-
cially the former. Commitments on account of the war, and the
ordinary expenses of the Government will have to be provided for,
but all fresh expenditures should be most carefully scrutinized.
It is not a time for multiplying ways of spending money.

&

Working Out a New Plan for Inter-
national Credits

RELIMINARY steps have been taken for putting into
operation the ter Meulen scheme for international credits
adopted by the Financial Conference which met at Brussels

in September of last year. Sir Drummond Fraser, appointed as
organizer to set the new machinery in motion, has issued a pam-
phlet explaining the plan and stating what it hopes to accomplish.
He admits that all special measures are in themselves undesirable
and naturally arouse the dislike and distrust of practical business
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men, but considers that the state of the world today forces practical
business men to realize that some special measures are necessary.
He thus summarizes these conditions:

“We have on the one hand one-half of the world where goods
are piling up in the warehouses and can not be sold, and where the
whole financial system is in danger of breaking down because it
cannot stand the strain of financing these ever-growing stocks.
As against this, the other half of the world is suffering from the
want of all necessary commodities, because it lacks the requisite
purchasing power. At the same time, in both the rich half and
the poor half, we have increasing unemployment because the gen-
eral stagnation of business, produced by the conditions described
above, is making it impossible to find a market for any goods.”

In essence the ter Meulen plan consists of a reinforcement of
individual credit by that of the Government. It rests upon these
assumptions:

(1). That credits for both long and short periods, with the
minimum risk to the lender, are universally desired.

(2). That every state, however difficult its present financial
position, possesses certain revenue-producing assets to which a
gold value can be assigned, and on the security of which a bond
issue can be made.

The gold value of this underlying security is to be checked by
an international commission of experts, selected by and receiving
authority from, the League of Nations. Against this value Gov-
ernment bonds are to be issued and loaned by each Government to
its own nationals. Each Government is to arrange the conditions
under which it will grant this loan of bonds to its own nationals.
As to the manner in which the importers and exporters arrange
their business, it is claimed that no alteration will be made. “The
exporter must still satisfy himself, as he does at present, about the
standing and credit of his customer. He must still fix all the terms
to suit himself. The scheme merely provides means by which the
importer may improve his facilities for obtaining credits, by put-
ting at his disposal valuable bonds, which he may pledge as col-
lateral security.”

If the conditions of the credits are fulfilled during the term for
which they were arranged, the coupons on the bonds falling due
for payment will not be collected for the account of the creditor,
but they will be detached and returned to the importer, who in turn
will pass them to his Government. If the importer repays all
sums due from him as principal and interest at maturity, the ex-
porter will return the pledged bonds to the importer for transmis-
sion to his Government.

If the importer fails to meet his obligations, and the exporter
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has not agreed with him for an extension, then the exporter is
entitled to seize the collateral security, and use it for the satisfaction
of his claim. He may hold the security as an investment, or he
may sell it and pay himself out of the proceeds. It is intended
that in the latter case the bonds shall be first offered to the issuing
Government, but if after receiving such an offer the Government
does not buy them, they may be sold in the market, any balance
realized from the sale, after the claims of the creditor have been
satisfied, to be held by the exporter at the disposal of the Govern-
ment of the importer. If the bonds do not realize enough to repay
in full the claims of the exporter, he will still have a claim for the
balance against the importer, not against the importer’s Govern-
ment. '

The general advantages of the scheme are thus stated by Sir
Drummond Fraser:

“One main advantage of Mr. ter Meulen’s scheme is its flexi-
bility. It does not place a large amount of money all at once at -
the disposal of the borrowing country, which amount has to be
repaid at fixed periods. This kind of credit is of little use for the
transactions which require most to be encouraged. Mr. ter
Meulen’s scheme, on the other hand, provides a reservoir of credit
which can be drawn on as and when required. Credit for varying
amounts and for all sorts of purposes will, under this scheme, be
available as soon as it is wanted; while at the moment when the
particular transaction is completed the collateral security is re-
leased and becomes available at once for new business. The result
should be that every portion of the outstanding credit will be use-
fully employed. Moreover, it provides a means equally suitable
for supporting short-term or long-term credits. * * * The
great advantage of this scheme, however, is that it provides a
means for effectively mobilizing the whole credit of a country be-
hind each of its individual traders, in such a manner that traders in
other countries who might shrink from the risk of dealing with
individuals alone, may be expected to freely enter upon business.
By the possibility of making a start in this way they will be enabled
to ascertain by practical experience, protected by substantial
security, whether they have exaggerated the risks. If this practical
experience should prove that sound business is possible, the mere
fact of starting transactions under this scheme will in itself improve
conditions, and thus diminish the risk for further business. The
result ought to be the initiation of a process of gradually increasing
improvement, which will soon bring a return of conditions in which
industry and commerce will be possible without any abnormal
assistance.”
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The Farmers’ Finance Corporation

ROWING out of the realization of the imperfections of
existing methods of marketing farm products, there has
been organized recently the Farmers’ Finance Corporation

with a proposed capital of $100,000,000. It is the aim to have the
capital all owned by farmers, and the management will be vested
in the Grain Growers’ Corporation, an organization through which
the farmers who enter the scheme are to market their grain. An-
nouncement is made that the plan does not contemplate political
action. At the outset, it is said, virtually every farm organization
in the twenty-five leading grain-growing states will be represented.

The Farmers’ IYinance Corporation aims to own and manage
terminal grain elevators, warehouses, market reporting systems
and other facilities necessary for dealing directly with grain con-
sumers. It is also said that the new organization “plans to take
the place of speculators and commission merchants.”

Undoubtedly there exists at present but poorly organized facili-
ties for marketing farm products in general, although this state-
ment is subject to some qualification, for the fruit growers and
producers of some other farm or orchard crops have long had in
operation organizations which seem to have functioned efficiently.

Some question may arise as to whether a new and untried piece
of machinery will work as smoothly as the methods now in use.
For the “speculators and commission merchants,” whatever may
be their shortcomings, have learned the game through long practice
of it. They may have taken too much toll from both farmers and
others, but through expericnce they have found out a good deal
about the art of buyving and selling, most of which the new organ-
ization will have to learn.

Farmers of the United States have not as yet developed various
forms of cooperation to anything like the extent that has taken
place in several Kuropean countries, notably in Denmark. The
success achieved by some of these experiments would seem to argue
that there is no reason why they should not be introduced into this
country.

For a long time there has been a feeling that some decided im-
provements were needed in the methods of marketing grain and
other farm crops. This feeling was greatly intensified by the recent
sharp decline in many of the products of the farm. No one at all
conversant with the situation can deny that the conditions under
which the farmer produces and sells are capable of being greatly
bettered. ' v

If the object of the Farmers’ IFinance Corporation is simply
to boost the prices of grain, and always to get the most possible
out of the consumer, it will probably receive no warmer welcome
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from the public than have other combinations designed to keep up
prices. But conceivably some of the sudden and violent declines
in the price of grain, due to the necessity for marketing immedi-
ately after harvest, may be avoided without pushing prices to a
much higher point permanently.

Profits of farm operations ought to be such as to encourage
maximum production, and if the Farmers’ Finance Corporation
can help in assuring such a result it will perform a most useful
public service.

24

Special Helps to Agriculture

‘HE new cmergency tariff, unlike most of its predecessors,
seems especially designed to help the farmers of the country.
Whether it will really do this or not is a matter about which

a division of opinion exists. From the surprising growth in manu-
facturing in the United States in recent years it would appear that
the tariff has largely, and perhaps unduly, stimulated expansion
in that direction. A disproportionate increase in urban as com-
pared with rural population is a straw pointing in the same diree-
tion. But while farming as an industry has decayed in some
sections, this decay has not been gencral by any means. It may
be, however, that our future policies should be more regardful of
the farmers’ intercsts than they have been in the past. But we
are already doing a great deal through the state and Federal de-
partments of agriculture, the Federal Reserve Act, the Federal
Land Banks, the War Finance Corporation, etc., ete. Indeed,
it could not be surprising if the Governmental activities now in
operation designed for the special benefit of agriculture should
tend to make the farmer less self-reliant than is desirable. “Oh!
Whither should we flee for aid?” is a question generally answered
in these days by the one word—"“Washington”. And the farmer,
long accustomed to rely upon his own common sense and the
strength of his own right arm, is rapidly acquiring the same habit.
He can not be much blamed for imitating the example set by the
protected manufacturer.

While a good deal of sympathy may be felt for the real

. grievances of the farmer—and they are by no means few nor trivial
in character—and while every measure wisely calculated to promote
maximum farm production is worthy of attentive study, it must
not be forgotten that the growth of the cities and of manufacturing
has been one of the causes tending to make farming less un-
profitable than it would otherwise be. The increased population
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in the cities has vastly multiplied the number of consumers of
farm products who are not at the same time producers of such
products. Today the farmer has, almost at his doors, an enormous
number of those who must buy and consume his products—a
domestic market almost or quite never before equalled in buying
power. Of course, the farmer can not help feeling that the re-
markable development in manufacturing has deprived him of much
of the labor previously at his command. But this loss of help has
not been without compensation in the increased numbers and en-
larged buying powers of the consumers of farm products.

Probably one of the chief sources of irritation on the part of
the farmers consists in the greater profits made by many industrial
concerns and financial corporations. They read of these enormous
gains and compared them with the slender annual margin of profits
which their own hard labor yields, and quite naturally experience
resentment. A more comprehensive survey of the operations of
other business concerns might render the farmer more philosophic.
He would find many of them failing to show a large profit or any
profit at all, while large numbers are annually compelled to seek
relief in bankruptcy—an expedient to which the farmer rarely has
to resort.

The facilities for farm credits have been very much extended
and improved in recent years, and this should prove an important
factor in enlarging farm operations and in rendering them more
profitable, provided the farmer displays wisdom in the use of these
added credit facilities.

G

THE disease of men 1s to neglcct their own fields and
go to weeding those of others: to exact much from

others and lay ligl)t burdens on themselves.— Mencius
(‘“ The Wisdom of the Chinese.”)
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MILTON E. AILES

The new president of the Riggs National Bank
of Washington, D. C.

R. AILES began his career as an office boy in the Treasury
Department of the United States, having gone to Wash-
ington from his home in Shelby, Ohio. During President Mc-
Kinley’s administration following previous advancements, he
was appointed assistant secretary of the Treasury. He served
in this capacity until 1903 when he became a director and
vice-president of the Riggs National Bank, and recently was
elected president of the institution.
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CHARLES G. DAWES

Selected by President Harding as Director of the Budget
under the Budget Law recently enacted by Congress

R. DAWES, who served as a brigadier general during the

war, was president of the Central Trust Company of
Chicago which he founded in 1902 and of which he became
chairman of the board in February, 1921. Previous to 1902 he
served as Comptroller of the Currency. In 1917 he was elected
president of the Chicago Clearing House Association.
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Visualizing the Making of a Loan

Actual Demonstrations are Successfully Used by One Bank as
a Means of Education for Employees

By Thomas H. Work

Transit Manager, Bank of Buffalo Branch, Marine Trust Company, Buffalo, New York

HE necessity for educational
classes in banking institutions,
to cover methods of operation in

the various departments, is receiving a
great deal of attention at the present
time. The theory of banking, and the
laws governing banking transactions,
are very ably taught in the classes un-
der the direction of the American In-
stitute of Banking, but each banking
institution follows out the method best
suited to its requirements, which, natu-
1ally, must be taught in the institution
itself.

In order to secure an intelligent co-
operation between the various depart-
ments in a bank, each department must

be familiar with banking transactions,

covering receipt to disposition, so that
their particular responsibility in rela-
tion to all transactions may be thor-

oughly understood. As an illustration
take the “daily clearings.” 'The dis-
position of the “clearings” may pri-
marily be the business of the clearings
department, but the proper function-
ing of the department is dependent on
the attitude of responsibility mani-
fested by the various departments
from which or through which the con-
tributing “clearings” are directed. A An
claboration of this point is unnecessary
as its application to the various bank-
ing transactions is apparent.

Visual education, or the presentation
of a subject by means of pictures
flashed on a screen, either by cinema
or stercopticon, is becoming the ac-
cepted method of instruction in schools,
churches, factories and also in banks.
In the Bank of Buffalo Branch of the
Marine Trust Company, Buffalo, N. Y,

e

Address
JOKES, Jokm 475 High st.
Wiy USSAB Lok TG, 1919 | B. M J.
‘Conmesting Accounts Memo
Clars Jones (Mrs. Joim) With Barnes Smith & Co.
'o mt. Ch ble Account Free Account
[ dresace 1919 9 20 921 9 19
BALANCES
January 350 270
February 375 230
March 260
Apeil 320
May 328
June 175
July 260
August 350
September I+ 325
October 290
November 240 245
210 260
YRARLY 225 293
¥ i SANK Off BUFFALO Libiy Buress Vi 4

Exhibit 1
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educational classes have been organ-
ized to teach banking as it is practiced
in that institution, and the steropticon
is used extensively. The stereopticon
furnishes an easy and efficient method
of imparting instruction through the
cye. The language of the eye, so to
speak, is universal, and by necessity
is trained intensively.

In presenting to a class the opera-

tions of the collection department, the
various entries, with the accompanying
forms, covering the receipt and dis-
position of a certain item, are flashed
on the screen. An oral explanation is
given as the slides are shown, and the
class is encouraged to ask questions.
The operations in the transit depart-
ment, with its problems of sending as
great a volume of out of town items,

“ INDIVIDUAL

For Value Recelved, | hereby agree with the n-l ot ""”&“ mm
that whenever and as long as [ shall for any cause be indebted or liable, absolutet. ly. in any
amount to the said Bank, whether such debt or liability be duc or not due, it shall have the right to hold and
apply its own indebtedness or liability to me, for any cause. due or not due, towards and as security for the
payment of any such indcbtedness or liability on my past to it. or to set off its said indebtedness or Liability to
me against my said indebtedness or liability to it, and shall hold in pledge as security for the payment of
any such indebtedness or liability on my part all money and all bonds, stocks and other securities whatsoever
m its possession in which | have any interest, and may use and apply that money towards the payment of any
such indebtedness or liability on my part and sell all bonds. stocks and other securities whatsoever or any part
thereol, at put lic or pnivate sale. and if at public sale, may become the purchaser thereof. and | hereby waive
notice to me of its intention to make such sale, or of the time or place thereof, and demand of payment of any
such indebtedness or liability on my part, and so far as those secunties shall consist of what is uaually called
commercial paper. the said Bank may. wstead of selling the same, collect it. with or without suit, or make
such comprormuse, as it may deem best with all o' any of the parties thereto, and may extend the time of
payment of any such paper without thereby g the time of pay of or otherwisc aflecting any such
indebtedness or liability on my part, and dler deducung the expenses of such sales and collections, including
all for legal services arising from or incidental to the sale, reali or colk of such bonds, stocks and
other secunities, the said Bank may apply the proceeds towards the payment of any such indebtedness or
liability on my part, due or not due, rendering any wrpim to me on drmnd n wn!mg The said Bank is
hereby granted full power and authority at any time to d I, in amount
satisfactory to 1t. and upon my failure to comply immediately with any such demand all my indebtedness and
liabilities to it direct or contingent. shall at its option become immediately due and payable. and it may
proceed with the sale of collateral as provided above  All my present and future indebtedness or liability to
the said Bank, and all 1ts present and future demands against me shall be deemed to have been contracted
and acquired on the fasth of this agreement  In case of my suspension, failure, insolvency or petition in
bankruptcy filed by or against me, any and all indebtedness of mine to the said Bank. whether evidenced by
note or otherwise, shall brcome immediately due  On the happening of any such cvent of suspension.
failure. insolvency or bankruptcy the said Bank may make and prove its claim against me or against my
cstate for. and recetve dividends upon, the full amount of my said indebted: holding any coll | or
sccurities as aforesaid until 1t shall be ascertained whether or not there may be any deficit  In case of any deficnt
the said Bank is hereby authonzed to apply all or any part of any such collateral or securities or of the
proceeds thereol towards the payment of such deficit with interest in full accounting to me for any surplus

Bufalo. N v 20 @0k 16__1921. }wﬁ«/ /ow

Exhibit 3
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through the Federal Reserve System,
with its early closing period, are
shown, and the departments contribut-
ing to the solution of that problem can
visualize the necessity for their coop-
eration.

THE LOANING FUNCTION OF A BANK

The operations covering this func-
tion were demonstrated recently to one
of the classes, in the following unique

LOAN No. 1

Customer
John Jones.
Amount Desired
$500.00.
Security
Liberty Loan Bonds.
Claim for credit based on
Average balances, $250.00 in checking
account. No interest.

Enter, John Jones, who is greeted
courteously by the loaning officer, and

Dis %

The Mariae Trust Co. of Buffalo
BANK OF BUFFALO., BuFFaLO. N Y

Branch
- Collateral d "'bngLo, 91’4»\/

-.;‘;"! v nAnlb'llanTV Pun ooz | DT 08
mg w wtt e £Q LKL Trrito, Ko rsru52:933 0 e

Exhibit 4

manner. The stereopticon was used to
display the various forms in use in the
credit department, and the actual
transactions were presented by three
men, who personated the loaning offi-
cer and applicants for loans respec-
tively. Ralph Croy, vice-president of
the bank, and an enthusiast for the
visual method of instruction, officiated
as the loaning officer. The properties
consisted of a desk and chairs placed
close up to the screen, and the appli-
cants for loans came into the limelight
as occasion demanded. The first slide
introducing each loan, like a ‘“Movie”
announcement, flashed the application
data as follows:

gits down on the proffered chair some-
what diffidently.

DIALOGUE

Loaning Officer: “Well Mr. Jones
what can we do for you this morning?”

John Jones: “I came in to see you
about getting a loan of $500 for three
months. It is a new experience for
me and I feel somewhat strange as I
am ignorant regarding the require-
ments.”

L. O.: “How does it come about that
you need a loan Mr. Jones, you are not
in business?”

J. J.: “No, not in business exactly,
tnless you call home making a busi-
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ness. You see I bought a home recent-
ly and it has a mortgage on it, which
I am obliged to pay off at the rate of
%500 each quarter. Unfortunately the
money I expected to have to meet the
next payment, thought perfectly sure,
will not be available for three months,
and I will need the money next month.
I feel reasonably sure that the money
will be in hand to liquidate the loan.

TBE BANKERS MAGAZINE

L. O.: “Oh, by the way Mr. Jones,
I see you live right in that new section
of our city where we have just opened
our eighteenth branch. We would be
glad to have you do a little boosting
for us in that section.”

J. J.: “After your kindness to me
this morning I certainly will.”

(John Jones signs note and pledge,
which are flashed on the screen, then

f SMITH, BROWN & COMPANY INC.

N\

1. Statistical Record (Yellow)
2. History sheet (blue)
3. Unfavorable Information (red)

6. Inquiries answered (white)

This folder contains data tabulated into groups according to the matnre
of the information Each group is indicated by a distinctive color.

4. Information sheet (green) and Mercantile & Trade Reports.
b Comparisan of statememta (white}

Exhibit §

L. O.: “Well Mr. Jones you carry a
fair balance in your checking account
1 know. What can you offer in the
way of security?”

(Slide exposed showing Mr. Jones’
average balance card—Erhibit
No. 1)

J. J.: “Like most men I have a box
{full of Liberty Bonds and could put
up $1,000 worth.”

L. O.: “That will be perfectly satis-
factory to us, and we will be glad to
help you out, Mr. Jones.”

J. J.: “I certainly appreciate the
£ccommodation.”

the class review and discuss the loan
and the various forms.)

Ezhibits
Collateral note. (FExhibit No. 2.)
Pledge. (Exhibit No. 8.)

" Collateral Record. (Exhibit No. 4.)

LOAN No. 2

Customer

Smith, Brown & Company, Inc.
Amount desired

$5,000.
Reason for borrowing

To buy potatoes and other commoditie-.
Claim for credit based on

Account, financial statements.

Mr. Smith, president, and Mr.
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Brown, secretary of the company are
greeted by the loaning officer, and after
being seated comfortably, make appli-
cation for loan, as indicated above.
Loan granted after discussion.

Ezhibits
Folder. (Exhibit No. 5.)
Statistical record. (Exhibit No. 6.)
Comparison of statements. (Ex-
hibit No. 7.)

LOAN No. 3
Customer
William Brown.
Amount requested
$50,000.
keason
Buy high grade securities selling at low
level.
Claim for credit based on
Average balances of $10,000.
acount, maximum rate.

Interest

Application by Mr. Brown declined.
Mr. Brown was inclined to be some-
what sarcastic regarding the turning
down of his application, but eventually
saw the reason for the adverse action
of the bank, when the loaning officer
explained to him that at the present

time banks were not interested in loans,
which were not in the interest of pro-
ductive enterprises.

Exzhibit

Average balance card.

LOAN No. 4

Customer

Benjamin Weill & Company.
Amount desired

$50,000.
Reason

Buying raw furs for fall business.
Claim for credit based on

Past record and financial statement.

Dialogue
Loan granted.

Exhibits
Statistical record.
Comparison of statements.

LOAN No. §
Customer
Johnstown Shoe Co.
Amount desired
$300,000.
Reason for loan
Purchase raw material.
Credit accommodations based on
Balances maintained and condition of
financial statements.

Exhibit 6
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Dialogue Durpose of Loan
Loan granted Pay current bills.
Ezhibi g * Security
zhibits Guarantee of the officers and directors.
Average balance card. Dial
Financial statement. ,;.:gr;‘egr nted
History sheet. oan granted.
y shee Ezhibits
LOAN No. 6 Guarantee signed by the officers and
Customer directors.
The Adirondack Lumber Companv, Financial statement.
Inc. ) History sheet.
Amount desired -
$25,000. The dialogue covering Loans No. 2
"

COMPARISON OF STATEMENTS OF gy1ro, 3Rows & COMPANY, Ino.

RESOURCES 9| 102
Ju} gt Jan. ilt

Stock in Trade, 2] 88 L]
Good Bills Receivable, 1

Good Open Accounts, less than  monthas old, {88 7 poz2
Good Open more than coths old
Cash on Hand and in Bank,

Machinery and Fixtures, 21
Real Kstate, 12 500

‘TOTAL, [ 40

Aocrued payroll, etce 1

Accounts Payable for Merchandise, 20302 2 sq
gg Accrued & Reserve Taxes a8

| Moctgages.

‘TOTAL LIABILITIES,

NET “wmh
WORTH E Surplus end Profits
‘TOTAL,
TOTAL QUICK ASSETS,

Other

Exhibit 7
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and 6, inclusive is omitted, and also the
illustration of the exhibits in connec-
tion with Loans No. 8 to 6, inclusive,
so as not to make this article unduly
leng.

By this method of personal presenta-
tion, with the assistance of the stereop-
ticon it was possible to cover this sub-
Ject comprehensively in one evening.
The statistical figures on the various
statements were analyzed, and the rea-
sons for rejection or granting the
loans were explained. Number of
slides used 21I.

The steropticon is an inexpensive
proposition, the illustrations for the
slides are easily made up, and the
finished slides can be furnished on a
one day service by any slide company.

In the event of the introduction of a
new plan of operation or a new system
in any of the departments this method
of presentation is very effective. The
cutire staff is present, the features of
the new system are explained, and dis-
cussed, and when the system is put in
operation friction is practically elimi-
1:ated.

The day is not far distant when the
stereopticon, if not the ‘“‘cinema” will
be a part of the educational equipment
of every up-to-date banking institu-
tion.

The educational classes in the Bank
of Buffalo, are under the direction of
Ralph Croy, vice-president, with Har-
old E. Parker, chief clerk, and Thomas
H. Work, transit manager, instructors.

-
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Some Thoughts on Bank Letters
By Roger Steffan

Educational Director, The National City Bank, New York

UPPOSE an officer of a bank with
which your bank formerly had
very pleasant dealings should

come in tomorrow morning, sit down at
vour desk and say:

“Things are getting so bad that I am
forced again to call vour attention to
the handling of our bill of lading
drafts. These drafts have been con-
tinually delayed. We have had to
write you several times about them and
have not had a reply from you. '

“I have just learned today that our
bill of lading draft for $1,150 drawn
by Bosworth Company has neither
been paid nor returned. Our inquiries
concerning it have not been answered.

“It looks very much as if your bank
finds it too difficult to give the service
that other banks do in these matters.
As I am not desirous of troubling you
further I request only your report as
to the draft above mentioned. Our
other bill of lading drafts we shall send
somewhere else.”

3

Now if you were face to face with
a man like this across the desk, you
would take up his case tactfully and
carefully and you would probably be
able to show him before he left that
you were really giving very careful at-
tention to his account and wanted his
business.

This would be especially true if in-
vestigation showed that the specific
draft mentioned was received and prop-
erly credited and advice sent forward
and that there had been no inquiries
from his bank regarding it. If your
investigation showed further that in
every case the bill of lading drafts
sent by this bank had been handled
with unusual promptness and that no
complaints had been received during
the last three months, you would have
to conclude that the error was some-
where else.

Consider this same situation by letter
and you have a much more difficult
problem to handle than if you could
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talk to your friend who probably would
be quite an irate banker when he
started to criticise. Not only do you
have to explain in detail a delicate
situation, but you are under the handi-
cap of dispelling an opinion which
doubtless is very strongly grounded in
his mind. And strangely enough there
is sort of an instinctive feeling in all
but the very best letter writers to show
feeling in letters that they would not
show in conversation. A letter is such
an impersonal thing that it seems just
the medium for voicing the innermost
feclings regardless of what tact and
diplomacy may be required by the ex-
ternal situation. Banks of course may
have no larger share of problems of
this kind than any other business or-
ganization but their problems are of a
special nature and they do require
special treatment.

How would you write a letter to
soothe the feelings of the complaining
banker in question to retain him as a
friend of your bank? There is not, of
course, any one solution to that or any
other bank letter problem, but there
are principles which, applied, will get
the results. A letter, for instance
written in the spirit of the following
letter, called for by a similar com-
plaint with however an opposite set
of supporting facts, would be a good
link in the chain of friendly—ergo—
profitable, relations:

J. B. Walker, President
The Sears National Bank,
Sears, Iowa.

Dear Mr. Walker:

I hardly know how to answer your letter
of May 1. After my assurances that your
unfortunate experiences with us surely
would not be repeated I am deeply em-
barrassed that you find it necessary to
write again. You have been most patient
and we are going to justify your for-
bearance by every means in our power.

I have started an investigation as to
your remittance of foreign currency. Our
receipts to you show that we received it,
but there is no word of it here. Of course
we will make it good and one of our officers
will write to you about it.

We are all troubled over the fact that
so friendly and valued a customer as the
Sears National Bank should have had so
many annoyances in its business with us.
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You seem to have been peculiarly fated
for mishaps of one kind or another. We
hope, however, to dispel the hoodoo.
Very truly yours,
L. H. ANSTON
Assistant Cashier.

This letter, it may be noticed, no-
where contains any suggestions or fear
of the idea that the recipient may ter-
minate relations with the bank. The
insertion of such a suggestion is a
common fault which should be carefully
guarded against. It is always the sign
of weakness and is often introduced as
an idea in the reader’s mind that he
has not previously entertained.

Suppose again that you find it neces-
sary tomorrow to dictate a letter about
her account to the Countess Maria di
Chilsea. What you want to tell her
might be quite simple and easily dic-
tated, but just how will you address
the Countess? Will it be Madame, or
Dear Madame or what? This may not
present much of a work for the busy
bank executive, because he can easily
pass over it and let his secretary find
the answer but, somewhere in the
works, even such matters of detail have
got to be satisfactorily settled.

Likewise do the small questions of
form such as, distinguishing finely be-
tween the style to use in addressing a
firm of lawyers, a group of individuals,
two ladies, a member of Congress,
come up a hundred times a day in a
big institution.

LETTERS AS BUSINESS BUILDERS

Although correspondence has always
been part of the machinery of banking
it has only recently become a subject
of scientific study and use. Today it
is recognized that the letters of a bank
afford one of the most far reaching
forces in building the business. So long
as a bank was chiefly a local institution
most of its transactions were carried on
by personal contact with its customers.
In those days letters were regarded pri-
marily as records. They naturally ac-
quired many of the characteristics of
legal documents. Notable among these
were the semi-legal phraseology. And
many writers still find it difficult to rid
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themselves of this inheritance of the
past.

The present status of bank corre-
spondence is no longer so small that
the officers can handle it in their spare
time. It is no longer limited to records
of transactions already consummated.
Today letters make history as well as
record it. And today when only a
small part of bank business is carried
on by personal conferences, letters are
a great part of its creative force. The
letters of our grandfathers—good let-
ters for their time—are in no sense
adequate for our needs. We must re-
gard our letters as paper-and-ink sub-
stitutes for flesh-and-blood representa-
tives. And they must have the same
human qualities we expect of these rep-
resentatives. Legal phraseology is no
more suitable to present conditions than
the quill pen or the sand glass.

In practically every bank letter, even
the routine letter, there is the oppor-
tunity to give real service of the kind
you would welcome if you were the
reader, not the writer. If you give
this service it will gradually develop
a feeling of friendliness and respect
and will sooner or later result to the
benefit of yourself and the house you
represent. :

In a small, one-man business the per-
sonality of the proprietor or manager
is frequently a powerful factor in
achieving success. His character is
made known to his customers by per-
sonal contact. If it is the kind of
character they admire and respect it
helps bind them more closely to the
house. Good business methods alone
can never compete with good business
methods plus character.

Some business men who have distinc-
tive character are unable to extend this
influence beyond those whom they meet
personally. A smaller number of per-
sons can express themselves on paper.
Their letters breathe their personality.
Character in letters is the counterpart
of style in literature. It is the in-
dividual impress the writer sets upon
his production. The large bank is not
ordinarily created by the expansion of
an individual’s work. Even though one
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person may determine its policy- the
units that compose it are too numerous
and diversified to be trained under his
personal direction. Often they may
have no way of knowing what his in-
dividual style may be.

It is partly because of this fact that
few large institutions have developed
distinet character in their correspond-
ence. And this is often a real disad-
vantage. The head of a great retail
organization that maintains hundreds
of stores throughout the country once
remarked that the small independent
retailer had little to fear from his com-
petition. The independent stores have
the priceless advantage of personal
supervision over details and personal
contact with the trade.

Character in bank correspondence is
worth striving for. A bank enjoys a
very definite position in the minds of
people. They respect it and they ex-
pect much of it. The avoidance of
errors is not enough. The bank’s let-
ters must have positive qualities that
command attention and admiration.

Much may be accomplished by strict-
ly observing standards prescribed i
manuals of form such as the National
City’s ‘“Building Bank Letters.” Ex-
ternal though they are, these little mat—
ters have an important bearing upon
the impression made by the letter.
Even more may be accomplished by
applying principles of composition.
Letters that are uniformly clear, cor-
rect, concise, and courteous will build
up and maintain a bank’s reputation
for service.

DESIRABLE QUALITIES IN BANK
LETTERS

Let us consider, for instance, some
of the qualities that are desirable in
bank letters:

1. First on the list of qualities you
would surely put sincerity. The reader
must not be allowed to doubt the
genuineness of any statement of fact
or expression of feeling. Nothing de-
stroys character in the letter more
quickly than the insincere.
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Contrast the following:

Insincere

We receive many letters of praise
but we do not value them so much as
we do letters like yours that help us
improve our service.

Sincere

We are glad you did not allow this
annoying condition to continue longer
before telling us of it. The more
promptly we can discover and remedy
faults in our service the better we like
it.

2. The bank must have dignity, .

Familiarity, effusiveness, and colloquial
talk may be desirable characteristics in
the letters of some mercantile houses,
but they are nat consistent with the
public conception of a great banking
institution. The history of banking and
its present world status demand that
its affairs be carried on with a con-
siderable degree of restraint and for-
mality. This requirement, to be sure,
deprives the bank correspondence of
some elements that might add to its
readability, but gives it the compensat-
ing advantage of greater weight.
Contrast the following:

Too Effusive

It certainly was most kind of you to
give us the benefit of your help in
securing the account of the State Bank
and we want to assure you that what-
ever the result of our joint efforts we
shall consider ourselves under the
greatest obligations to you.

More Restrained

We appreciate your help in connec-
tion with the account of the State
‘Bank. Whatever the outcome of our
efforts—we shall be mindful of the
service you have rendered.

Restraint, however, should not result
in coldness or “standoffishness”. The
personality of a bank should be cordial.

Cordiality or urbanity can only be
acquired by a process of continually
rubbing up against people. And al-
though it is as far removed as possible
from snobbishness it is an attribute of
those who feel their position secure.
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Contrast the following examples:

Raw and Impatient

You seem to be laboring under a
misapprehension regarding the geo-
graphical location of the City of Kris-
tineham, as it is an inland town on
Lake Wener in Sweden, whereas
Christiania is a port in Norway.

Urbane

Is it not possible that through the
similarity of names, the inland city of
Kristineham, Sweden has been con-
fused with the seaport city of Chris-
tiania, Norway?

Urbanity should never be allowed to
degenerate into a tone of superiority.
Great institutions, like great men, are
always democratic in their attitude.
All this is easy to accept in theory. In
the actual practice of handling corre-
spondence, however, it is quite possible
to fall into a somewhat condescending
tone, towards a recader who seems to
be in some respect on a lower level than
ourselves.

Contrast the following:

Superior

Regarding the statement that through
bills of lading are not issued to
Christiania, we might say that we have
not heard of any such ruling by the
United States Shipping Board, nor does
it interest us to any great extent, as
shipment should he made to Kristine-
ham and Christiania does not enter
into the situation.

Democratic

We previously have not received in-
formation of any ruling by the United
States Shipping Board against the is-
suance of through bills of lading to
Christiania, but such a ruling would be
no barrier in this case, as shipment
should be made to Kristinecham,
Sweden.

It is not to be expected that all the
characteristics that have been enumer-
ated would be manifest in all letters,
or in any one letter. No characteristic
is to be exhibited consciously and ob-
viously; if it were, it would cease to
be a characteristic and become a pre-
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tense. The essential thing is that a
writer incorporate these qualities, so
far as he can, in his mental make-up.
He will then be quick to detect any
negative qualities in his letters, and
will gradually find himself developing
the stronger and more positive qualities.
The writer may even know the kind
of letters desired. But to write those
letters himself or to have a staff of
correspondents write them so that
when they go out over his signature
they will seem to express the person-
ality of his bank, is another matter. It
was this need that led the National
City Bank to develop its own course in
Bank Letter-Writing.

HOW ONE BANK IMPROVED ITS
LETTER WRITING

The course was built with no pre-
conceived notions. It was intended to
make City Bank letters 100 per cent
business-building. We discarded no-
tions, which had been traditionally used
but did not seem useful to us, just as
readily as we incorporated new and
untried ideas which met our needs.
The course was not something that we
thought of overnight. The problem of
improving letters had been considered
for a long time. That the solution to
such a problem must include both the
persons who dictate and those who
transcribe was apparent.

A mastery of letter writing is ac-
quired through actual writing of letters
and so the writing of letters is made an
important part of our Bank Letter-
Writing Course. It includes study,
practice in writing, and constructive
criticism—three points of application
which properly ought to produce the
finished letter-writer. One letter is
written upon each of the following ten
subjects, which are the titles of the
units of the course:

The service viewpoint in letters.

. Making the letter easy to read.

. Striking the responsive cord.
Concentrating on the main idea.
Progressing to the conclusion.

. Driving home the message. )
Effective paragraphing and sentence
structure.

. Good diction in bank correspondence.
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9. Special problems in bank letters.
10. Making the bank’s letters distinctive.

To round out the mechanical part of
the work there is a manual accompany-
ing the ten units called ‘“Building Bank
Letters.” It is based on City Bank
practice and consists of six sections
covering display, forms for letters, sug-
gestions to dictators, punctuation, cap-
italization, spelling and word usage.

But, why a correspondence course
rather than any other kind of a course
for developing letter-writing? Well,
what could better lend itself to instruc-
tion by correspondence than Iletter-
writing? Observation and actual writ-
ing are the implements of its develop-
ment much more than lectures or oral
discussion. Banks can’t fix arbitrarily
a time for class meetings which will
be convenient for all employees. There
is no ideal hour either before or after
banking hours when everyone, who
ought to have the opportunity, can take
such a course. The difficulty of arrang-
ing class room work is not indigenous
to banks, but it is emphasized more in
a bank than in many business organiza-
tions.

This idea of a course without class
room instruction has some other ad-
vantages, too. It demands, in many
respects, a better course. When you
take away the personality of an in-
dividual instructor, you must make the
text all the more forceful. You must
impersonally hold the attention of the
student. You must make the course so
interesting that it acts as teacher,
truant officer and the rest of the educa-
tional system.

That is accomplished only when a
course gets right down to the heart of
things and touches a man’s work.
When education talks in such every
day terms that the man can clearly see
from one day to the next that his
study is definitely increasing his ability
and capacity for production he is
bound to be sold on the course.

A TYPICAL LETTER PROBLEM

All of the illustrative material in the
Bank Letter-Writing Course and all of
the ten problems, to which letter an-
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swers are required, are of that style.
The following is a typical problem, to
which each student writes a reply,
which is carefully and constructively
criticized and returned to him with the
comments of the examiner. :

(Assume this letter has been received
from the Swedish American Bank, of
Yankton, South Dakota).

Yankton, South Dakota, Jan. 81, 1920.

The National City Bank of New York,
55 Wall Street,
New York City.
Gentlemen:

We are contemplating the purchase of
some of the paper of one of the subsidiaries
of the Artificial Ice Company, of New
York. Will you please let us know how
this latter company is regarded in financial
circles in your city? We understand that
it operates a number of ice companies in
various cities.

We shall appreciate as full information
as you can give us about the reliability,
financial standing, and prospects of the
Artificial Ice Company and its subsidiaries.
Needless to say, we shall hold in strictest
confidence anything you tell us.

Very truly vours,
GUSTAV HESSERT,

GH:AB Cashier.
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This company is one at whose disposal
we hold a substantial line of credit against
its straight paper. The account always has
been conducted in a satisfactory manner,
and substantial balances are maintained at
all times. ;

The trade information concerning the
company is likewise favorable. It takes
advantage of discounts, and its account is
considered a desirable one. It does busi-
ness with other banks through its sub-
sidiaries, and these institutions speak in
the highest terms of the concern and its
management. The problem is to write an
answer to the letter.

If you have not already made in-
quiry you will be surprised at the num-
ber of letters that go out from your
bank any day and you will be astound-
ed at the disregard with which situa-
tions with possibilities either for ever-
lasting friendship or hurtful ill will are
handled by the average letter-writer.
Only a basis of sound information and
practice helps a writer to turn a com-
plaint into an asset, or to decline a re-
quest without hurting an applicant’s
feelings.

, L

Middle West Has Faith

By Arthur Reynolds
President Continental and Commercial National Bank, Chicago

IN the Middle West we have all the

troubles there are. We have had
profitcering and extravagance, high
prices and high wages, falling prices
and a buyers’ strike. We have low
production, shutdowns and unemploy-
ment; we have had railroad congestion
and we have idle cars. We have had
big inventories and big losscs, big crops
and shrinkage values. We have a
housing shortage with landloads and
tenants in a death struggle. We have

building rings and investigations. We
have declining bank deposits and a con-
stant demand for credit. The tax col-
lector is clamorous and persistent and
the end is not yet.

But we are neither discouraged nor
disheartened. We believe in ourselves,
in our Government and in our country.
We know that we will work out our
business difficulties and come again to
prosperity.
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Banking and Commercial Law

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

Par Collection of Checks by
Federal Reserve Banks

American Bank & Trust Co. v. Federal Re-
serve Bank of Atlanta, United States
Supreme Court, May 16, 1921.

N the action by the country banks
in Georgia against the Federal
Reserve Bank of Atlanta, to re-

strain the defendant from collecting
checks ‘“‘except in the usual way,” the
plaintiffs alleged in their complaint
that the defendant intends to accumu-
late large numbers of checks drawn on
the country banks and then present
them over the counters of such banks
for payment. It was also alleged that
the object of the defendant in taking
this course was to compel the country
banks to join the Federal Reserve Sys-
tem, or at least to open a non-member
clearing account, and that the result
of such action would be to drive some
of the plaintiffs out of business and to
diminish the income of all of them.
The Supreme Court holds that, if the
allegations contained in the complaint
ean be established by evidence, the
plaintiffs are entitled to the injunction
which they ask. The motion to dis-
miss the complaint, granted by the
lower court, is therefore reversed and
the case remanded for a trial upon the
merits.

OPINION

This is a bill in equity brought by
county banks incorporated by the State
of Georgia against the Federal Reserve
Bank of Atlanta, incorporated under
the laws of the United States, and its
officers. It was brought in a State
Court but removed to the District
Court of the United States on the peti-
tion of the defendants. A motion to
remand was made by the plaintiffs but
was overruled. The allegations of the
bill may be summed up in comparative-
ly few words. The plaintiffs are not
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members of the Federal Reserve Sys-
tem and many of them have too small
a capital to permit their joining it—
a capital that could not be increased
to the required amount in the thinly
populated sections of the country where
they operate. An important part of
the income of these small institutions
is a charge for the services rendered
by them in paying checks drawn upon
them at a distance and forwarded, gen-
erally by other banks, through the mail.
The charge covers the expense incurred
by the paying bank and a small profit.
The banks in the Federal Reserve Sys-
tem are forbidden to make such charges
to other banks in the System. Federal
Reserve Act of December 23, 1918, c.
§13; 38 Stat. 268; amended March 8,
1915, c. 93; 38 Stat. 958; September
7, 1916, c. 461; 39 Stat. 752; and
June 21, 1917, c. 32, §§4, 5; 40 Stat.
234, 285. It is alleged that in pur-
suance of a policy accepted by the
Federal Reserve Board the defendant
bank has determined to use its power
to compel the plaintiffs and others in
like situation to become members of
the defendant, or at least to open a
non-member clearing account with de-
fendant, and thereby under the de-
fendant’s requirements, to make it nec-
essary for the plaintiffs to maintain a
much larger reserve than in their pres-
ent condition they need. This diminu-
tion of their lending power coupled
with the loss of the profit caused by
the above mentioned clearing of bank
checks and drafts at par will drive
some of the plaintiffs out of business
and diminish the income of all. To ac-
complish the defendants’ wish they in-
tend to accumulate checks upon the
country banks until they reach a large
amount and then to cause them to be
presented for payment over the counter
or by other devices detailed to require
payment in cash in such wise as to
compel the plaintiffs to maintain so
much cash in their vaults as to drive
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_ them out of business or force them, if

able, to submit to the defendants’
scheme. It is alleged that the pro-
posed conduct will deprive the plain-
tiffs of their property without due pro-
cess of law contrary to the Fifth
Amendment of the Constitution and
that it is ultra vires. The bill seeks
an injunction against the defendants
collecting checks except in the usual
way. The District Court dismissed the
bill for want of equity and its decree
was affirmed by the Circuit Court of
Appeals (November 19, 1920). The
plaintiffs appealed, setting up want of
jurisdiction in the District Court and
error in the final decree.

We agree with the Court below that
the removal was proper. The princi-
pal defendant was incorporated under
the laws of the United States and that
has been established as a ground of
jurisdiction since Osborne v. Bank of
the United States, 9 Wheat. 738. Pa-
cific Railroad Removal Cases, 115 U.
S.1. Matter of Dunn, 212 U. S. 874.
We shall say but a word in answer to
the appellants’ argument that a suit
against such a corporation is not a suit
arising under those laws within §24 of
the Judicial Code of March 3, 1911,
c. 231; 86 Stat. 1087. The contrary
is established, and the "accepted doc-
trine is intelligible at least since it is
part of the plaintiffs’ case that the de-
fendant bank existed and exists as an
entity capable of committing the wrong
alleged and of being sued. These facts
depend upon the laws of the United
States. Bankers Trust Co. v. Texas
& Pacific Ry. Co., 241 U. S. 295, 306,
307. Tezxas & Pacific Ry. Co. v. Cody,
166, U. S. 606. See further Smith v.
Kansas City Tile & Trust Co., Feb.
28, 1921. A more plausible objection
is that by the Judicial Code, §24, six-
teenth, except as therein excepted na-
tional banking associations for the pur-
poses of suits against them are to be
deemed citizens of the states in which
they are respectively located. But we
agree with the Court below that the
reasons for localizing ordinary com-
mercial banks do not apply to the Fed-
eral Reserve Banks created after the
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Judicial Code was enacted and that the
phrase ‘national banking associations’
does not reach forward and include
them. That phrase is used to describe
the ordinary commercial banks whereas
the others are systematically called
‘Federal Reserve Banks.” We see no
sufficient ground for supposing that
Congress meant to open the questions
that the other construction would raise.

On the merits we are of opinion that
the Courts below-went too far. The
question at this stage is not what the
plaintiffs may be able to prove, or what
may be the reasonable interpretation of
the defendants’ acts, but whether the
plaintiffs have shown a ground for re-
lief if they can prove what they allege.
We lay on one side as not necessary
to our decision the question of the de-
fendants’ powers, and assuming that
they act within them consider only
whether the use that according to the
bill they intend to make of them will
infringe the plaintiffs’ rights. The de-
fendants say that the holder of a check
has a right to present it to the bank
upon which it was drawn for payment
over the counter, and that however
many checks he may hold he has the
same right as to all of them and may
present them all at once, whatever his
motive or intent. They ask whether
a mortgagee would be prevented from
foreclosing because he acted from dis-
interested malevolence and not from a
desire to get his money. But the word
‘right’ is one of the most deceptive of
pitfalls; it is so easy to slip from a
qualified meaning in the premise to an -
unqualified one in the conclusion. Most
rights are qualified. A man has at
least as absolute a right to give his own
money as he has to demand money from
a party that has made no promise to
him; yet if he gives it to induce an-
other to steal or murder the purpose
of the act makes it a crime.

A bank that receives deposits to be
drawn upon by check of course auth-
orizes its depositors to draw checks
against their accounts and holders of
such checks to present them for pay-
ment. When we think of the ordinary
case the right of the holder is so un-
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impeded that it seems to us absolute.
But looked at from either side it can-
not be so. The interests of business
also are recognized as rights, protected
against injury to a greater or less ex-
tent, and in case of conflict between
the claims of business on the one side
and of third persons on the other lines
have to be drawn that limit both. A
man has a right to give advice, but ad-
vice given for the sole purpose of in-
juring another’s business and effective
on a large scale, might create a cause
of action. Banks as we know them
could not exist if they could not rely
upon averages and lend a large part
of the money that they receive from
their depositors on the assumption that
not more than a certain fraction of it
will be demanded on any one day. If
without a word of falsehood but acting
from what we have called disinterested
malevolence a man by persuasion
should organize and carry into effect a
run upon a bank and ruin it, we can-
not doubt that an action would lie. A
similar result even if less complete in
its effect is to be expected from the
course that the defendants are alleged
to intend, and to determine whether
they are authorized to follow that
course it is not enough to refer to the
general right of a holder of checks to
present them but it is necessary to con-
sider whether the collection of checks
and presenting them in a body for the
purpose of breaking down the peti-
tioner’s business as now conducted is
justified by the ulterior purpose in
view.

If this were a case of competition in
private business it would be hard to
admit the justification of self interest
considering the now current opinion as
to public policy expressed in statutes
and decisions. But this is not private
business. The policy of the Federal
Reserve Banks is governed by the pol-
icy of the United States with regard
to them and to these relatively feeble
competitors. We do not need aid from
the debates upon the statute under
which the Reserve Banks exist to as-
sume that the United States did not
intend by that statute to sanction this
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sort of warfare upon legitimate crea-
tions of the states.
Decree reversed.

&
Irrevocable Letter of Credit

Imbrie v. D. Nagase & Company, I.td,
New York Supreme Court, Appellate
Division, 187 N. Y. Supp. 692.

A bank which issues an irrevocable
letter of credit, at the request of the
purchaser of goods, wherein it agrees
to accept drafts, drawn by the seller
and attached to bills of lading, is in
no way concerned with the contract
between the buyer and seller. If the
goods are rejected by the buyer, the
proper remedy of the bank is to sell
the goods, and, if the proceeds realized
from the sale are insufficient to cover
its advances, take recourse against the
buyer for the difference, but it cannot
recover from the seller.

OPINION

Appeal from Special Term, West-
chester County.

Action by James Imbrie and others
against D. Nagase & Co., Limited.
From an order sustaining a demurrer
to the third and fourth partial defenses,
and to the first and second counter-
claims, and dismissing the counter-
claims, defendant appeals. Order re-
versed.

Argued before JENKS, P. J., and

- MILLS, RICH, KELLY, and JAY-

COX, JJ.

Frederick Seymour, of New York
City (Edward K. Sumerwell, of New
York City, on the brief), for appellant.

Mark Hyman, of New York City
(Allan R. Campbell, of New York
City, on the brief) for respondents.

RICH, J. Four causes of action are
alleged in the complaint. The first is
to recover the proceeds of a draft for
$41,625, accepted and paid by plain-
tiffs’ assignor, the National Bank of
South Africa, Limited, for which it is
alleged the bank has received no con-
sideration. The second is.to recover
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$5,660.59, a portion of a draft for
$59,250, accepted and paid by it, for
which it is alleged no consideration was
received, except $53,589.41.

The third alleges a contract between
defendant and Rothwell & Co., where-
by defendant was to sell to the latter
8,000 cases, 75 pounds net landed
weight each, Oriental peanut oil, con-
taining a maximum of 415 per cent.
f. f. a., at 1814 cents per pound, ship-
ment to be made from the Orient to
Seattle, Wash., during June, July, and
August, 1919, that payment was to be
by draft accepted by a bank payable
sixty days after sight, upon the de-
livery to such bank of the bill of lading
vesting it with the title to the goods
shipped under the contract; that the
bank at Rothwell & Co.’s request issued
a lctter of credit, whereby it agreed to
_accept at sixty days’ sight, drafts of

,. defendant to an aggregate amount of
$41,625 on certain conditions, therein
set forth, among which was that drafts
drawn against the credit should have
attached thereto bills of lading indorsed

« in blank representing a shipment of

which the invoice cost to Rothwell &
Co. should be the face amount of the
draft. It is also alleged that it was
agreed between the bank and de-
fendant that, on accepting such draft,
the bank should be vested with title to
the goods at such invoice cost under
the contract; that defendant drew the
draft for $41,625, which the bank ac-
cepted and paid, in consideration of
the delivery to it of the bill of lading
attached to the draft; that the bank
thereafter discovered that the draft was
not drawn in compliance with the
terms of the letter of credit, in that
the bill of lading which accompanied
it did not represent goods of the in-
voice cost to Rothwell & Co. of the
amount of the draft, nor goods con-
tracted for, but the cases of oil repre-
-sented by the bill of lading contained
f. f. a. in excess of the required per-
centage and was not a good delivery
thereunder, and that the goods were
rejected, and the defendant accepted
the return of them, and agreed to be
charged with the amount of the draft.

The fourth alleges another and simi-
lar contract between Rothwell & Co.
and defendant, whereby the latter
agreed to sell 4,000 cases, 756 pounds
each, or a total of 800,000 pounds net
landed weight, of Oriental peanut oil,
at 193/ cents per pound. Another let-
ter of credit was issued by the bank
at the request of Rothwell & Co., by
which it agreed to accept defendant’s
drafts for an aggregate amount of $59.-
250 on the same conditions as were
contained in the first letter of credit;
that defendant drew a draft for this
amount, which was accepted and paid
by the bank, but the bill of lading ac-
companying the same did not represent
goods of the invoice cost to Rothwell
& Co. of the amount of the draft, in
that the amount of the shipment was
short in weight, so that the amount rep-
resented by such shipment was but of
the value of $58,589.41, whereas the
draft was for $5,660.59 in excess of
the invoice cost of the oil. Although
the balance of oil was demanded, de-
fendant failed to deliver.

As partial defenses, defendant al-
leges a breach of contract by Rothwell
& Co. with it, whereby it was damaged
in the sum of $20,000, and a failure
by Rothwell & Co. to pay for a ship-
ment of copra at the agreed price of
$18,552.67, which sums it has applied
in liquidation and payment of said
claims. Defendant also alleges these
transactions as counterclaims. Plain-
tiffs’ demurrer to these defenses and
counterclaims has been sustained.

Appellant contends: (1) Plaintiffs’
demurrer searches the entire record,
and it requires prior consideration of
the sufficiency of the complaint. (2)
Neither the first nor second cause of
action states facts sufficient to consti-
tute a cause of action for money had
and received. Miller v. Schloss, 218
N. Y. 400, 113 N. E. 337. (3)
Neither the third nor fourth cause of
action states facts sufficient to consti-
tute a cause of action. (4) Plaintiffs’
fourth cause of action is insufficient,
because the bank’s acceptance of the
draft was after it had examined and
weighed the oil and knew the shortage.
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(5) The demurrer attacks the partial
defenses and counterclaims upon the
sole ground that the plaintiffs are not
asserting the rights of Rothwell, but
are only asserting the rights of the
bank under ‘the letter of credit, and
therefore defendant’s rights against
Rothwell may not be pleaded in this
action. (6) Plaintiffs err as to the
legal effect of the bank’s alleged title
to the goods represented by the bill of
lading.

It is argued that the action for
money had and received, although at
law, has its foundation in equitable
principles, and always arises out of im-
plied contracts, which are of two kinds
—one where from the conduct of the
parties there is implied a promise from
one to the other, based upon the actual
intent of the parties; the other con-
sisting of contracts implied in law,
where none in fact exist, quasi or con-
structive contracts. It is also urged
that an implied contract of the first
class cannot arise in the instant case,
for it is definitely shown that such a
contract would be contrary to the in-
tent of the parties. In order to sus-
tain an action of the second class, it
is contended the money sought to be
recovered must have been obtained
from another through the medium of
oppression, imposition, extortion, or
deceit, or by the commission of a tres-
pass. This line of reasoning is sought
to be sustained on the authority of
Miller v. Schloss, supra, and National
City Bank of New York v. Partola
Manufacturing Co., 191 App. Div. 424,
181 N. Y. Supp. 464.

The letter of credit in the instant
case was irrevocable. It contained the
same provisions as the one under con-
sideration in the Frey & Son, Incor-
porated, v. Sherburne Co. Case, 193
App. Div. 849, 853, 184 N. Y. Supp.
661, and if the bank had refused to
pay the drafts it could have been com-
pelled to. Similarly, the buyer, Roth-
well & Co., could not have maintained
a proceeding to restrain the bank from
paying the drafts. If the buyer re-
jected the goods, it seems to me the
bank’s remedy was to sell the goods,
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and, if insufficient was realized thereon
to cover its advances, it had recourse
to Rothwell & Co. for the difference.
Benecke v. Haebler, 38 App. Div. 344,
58 N. Y. Supp. 16, affirmed 166 N. Y.
631, 60 N. E. 1107.

Having in the instant case, however,
paid the drafts, and, as it claims,
parted with its security, is it or its in-
demnitor entitled to maintain an action
against the seller to recover the pro-
ceeds of the drafts? I think not. A
bank issuing a letter of credit is in no
way concerned with any contract exist-
ing between the buyer and seller. Frey
& Son, Incorporated, v. Sherburne Co.,
supra. Disputes between buyer and
seller are likewise no concern of it.
The bank’s assignee is the indemnitor
under the letter of credit. The bank
has been fully repaid by the indemnitor
for its advances, and it would seem
that, if the plaintiff has any remedy, it
would be against Rothwell & Co.; but
we are not called upon to decide this
question now. We have only to con-
sider the propriety of the order ap-
pealed from. If plaintiffs are entitled
to maintain the action against defend-
ant, based upon the defendant’s agree-
ment with Rothwell & Co., defendant’s
claims against Rothwell & Co. may be
properly set up by way of counter-
claim.

The order must therefore be re-
versed, with $10 costs and disburse-
ments. All concur.

&

Foreign Money Transaction

Kirsner v. The State Bank, New York Su-
preme Court, Af)pellate Term, New
York Law Journal, May 25,

1921.

The plaintiff sued the defendant
bank for money which he paid to the
bank for transmission to Russia, which
money the bank failed to deliver. Upon
application by the bank, the Municipal
Court of New York City granted a stay
of proceedings until three months after
the recognition of a Government in
Russia by the United States and the
appointment of diplomatic representa-
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‘tives, so that a commission to take testi-
‘mony in Russia could be issued. On
-appeal, the Appellate Term held that
the stay granted was too indefinite as to
duration. The action of the lower
court was reversed and the case sent
back for trial.

OPINION

Appeal by plaintiff from an order of
the Municipal Court of the City of
New York, Borough of Manhattan,
Second District.

GUY, J. In 1917 plaintiff paid
$860 to the defendant bank for trans-
mission to his wife in Russia. The
money was never paid to her. She ar-
rived in this country in 1920, and
plaintiff shortly thereafter demanded
the return of the money so paid by him
to defendant, which demand was re-
fused. The action was begun by plain-
+iff by the service of a summons on the
‘10th day of December, 1920, which
-was indorsed, “Money had and received
from transmission to foreign country,”
.and an answer was filed on December
14 in the form of a general denial and
demand for a bill of particulars. No
application was made for a stay or for
the issuance of a commission to take
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testimony until the third day of Feb-
ruary, 1921, when defendant, alleging
on affidavits setting forth that under
present conditions existing in Russia
it was impossible for it to obtain the
proof necessary to establish its defense,
moved for a stay ‘“‘until three months
after the recognition of a Government
in Russia by the United States of
America, and the appointment of and
the installation of ambassadors, minis-
ters and consuls, so that a commission
may issue to take testimony,” which
motion was granted.

The stay granted is so indefinite and
so uncertain in duration, its termina-
tion being made dependent upon the
happening of events which may never
happen, that it amounts in effect to a
final disposition of the action. We are
of the opinion that the court was with-
out power to grant such a stay, and the
order is therefore appealable. We are
also of the opinion that the defendant
has been guilty of laches in failing to
apply for the issuance of a commission
until after the day set for trial.

The order must therefore be re-
versed, with $10 costs, and the case set
down for trial on the second day of
June, 1921.

All concur.
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No civilization can survive

repudiation.
—Warren G. Harding




What the Bank Farm Agent Can Do |

By John

OME rural banks have employed

a bank’s farm agent with consid-

erable profit. In most cases, only
one bank in the town has employed
such an officer, and in many cases, the
other banks of the town, seeing the
good resulting, have wished they too
might render a similar service to their
farmer customers, with the view to in-
creasing business.

This brings up the question that will
vndoubtedly have to be settled before
long: Will it be profitable for two
banks in the same town both to employ
a farm agent? This question will prob-
ably be settled in different ways in dif-
ferent communities, but it begins to
look as if it would be extremely profit-
eble for the banks of a county to co-
operate in supporting a farm agent
who would work for the interest of all
of the banks in the county.

County agents employed by the far-
mers themselves to help the farming of

the community, have brought millions .

of dollars into the farmers’ pockets
that were not there before, but the
bank’s agent has an entirely different
function to perform.

Unfortunately, some farm agents
who have been employed by banks have
patterned their work almost entirely
‘after the farm adviser and have lost
sight of the interests of the bank. But
there are enough kinds of service that
2 bank’s farm agent may perform for
the farmers in a county to make his em-
ployment highly desirable.

In discussing this matter with many
rural bankers, and also with Prof. D.
H. Otis, who is performing a somewhat
similar service for the Wisconsin Bank-
ers’ Association, I have accumulated
cnough facts to make it seem certain
that a venture of this sort would meet
with the very best of success.

The work done by Prof. Otis is for
all of the bankers in the state of Wis-
consin, and his services are in great
demand by most rural communities. It

Y. Beaty

is obvious, however, that one man can-
rot perform very intensive service for
all the communities in a state.

From Prof. Otis’ experience, it seems
quite certain that one of the most im-
portant things such an officer would
find to do, would be in connection with
the farmers’ income tax reports. Even
with such wide territory to cover, Prof.
Otis has been able to help several
dozen farmers in the state to start an
effective set of books. These books,
when brought to the farmer’s own
banker, form a basis for filling out the
income tax report that makes it pos-
sible to do the work in about five min-
vtes, whereas the same report without
such a help usually takes the time of a
banker from one to three hours.

While it probably would not be pos-
sible for a county bank agent to get
every farmer in the county to keeping
Looks, his work throughout the year
should all lead toward the easy hand-
ling of the income tax reports during
February and March. This income tax
report has come to be considered as
quite a burden on the bank, and if a
county agent could be depended upon
to entirely eliminate this work for the
people in the bank, this one service
would certainly pay for his slight cost.

I find that most bankers are a little
jealous of other institutions in the same
county, and this has prevented, in most
cases, putting through any proposition
in the shape of cooperative advertising.
The result is that most banks, unless
they employ a person to devote his time
specifically to publicity work, do not
get anywhere near the result they
should from the money spent.

Instead of a bank advertisement be-
ing nothing but a stereotyped form
that may have been sold to hundreds
of other banks, the right kind of a
county bank agent could prepare ad-
vertisements that would educate the
people in a county to the many serv-
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ices the banks are glad to perform for
any customer.

I am fully convinced that the great-
cst source of new business in any com-
munity is that class of people who do
not understand all of the bank’s func-
tions. When you come to analyze the
situation, you find that there is hardly
& person in a county but who could
be enlightened on some function of his
bank. When so enlightened, almost
every person in the community might
bring in some new business for the
bank.

Why do so many people in the
smaller communities send their money
for investment away from home?
There is usually no reason at all, ex-
cept that these people do not know
that their banker is in a position to
make such investments for them, at
least with much greater convenience to
them.

I might go on with dozens of ex-
amples of this sort. The right kind
of a county bank agent could, by means
of the press, personal letters, and per-
sonal calls and public meetings, inform
practically all of the people in the
county on these subjects. And this
work would, without question, result in
plenty of new business for every bank
in the county.

Most folks hold back when they feel
you are trying to sell them something.

And that is why an agent attached to

a single bank sometimes meets with
difficulties in creating new business.
The people with whom he is working,
feel that instead of having their in-
terest at heart, he is thinking only of
the interest of a certain bank. If this
. same man were to handle his work en-
tirely from the standpoint of the peo-
ple of the community instead of from
the standpoint of a single bank, his
work would, without doubt, be very
much more effective, and both the peo-
ple and the banks of the community
would benefit. _
When any individual bank attempts
work of this sort, the work has its good
cffect on all of the banks in this com-
munity, but this, obviously, is at least
a little unfair to the bank employing
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the agent. It is much more proper
that the banks in the entire community
should cooperate in the expense of such
work, because they all will benefit.

There may be some difficulty in de-
ciding upon a pro rata basis for taking
care of the expense. But this ought
not to be the case. Where cooperative
work has been done, I have found that
the most satisfactory way is to pro
rate the expense according to the total
resources of each bank.

My investigation has disclosed the
fact that perhaps the greatest need in
most rural communitics is organization
among the farmers. This otganization
can well be fostered by the banks of
the county, and could best be carried
out and maintained through a county
agent. I don’t mean that this work
should take the place of the work be-
ing done by the County Farm Bureau.

Take, for example, one community I
have in mind. A single bank in that
community has organized a Farmers’
Club. While this club has certain

efinite farm helps in mind and per-

forms these helps effectively, most of
the meetings of the club are educa-
tional. The president of the bank se-
cures speakers from various industries
that are of general interest to every-
one in the community.

For example, he recently had speak-

/ ers from a certain electrical concern,

who talked about the application of
electricity to all sorts af domestic uses.
‘This banker has been conducting this
work for something over two years,
and has found that this sort of an or-
ganization, which combines social, edu-
cational, and business interests of the
farmer and the banker, is extremely ef-
tective.

Just briefly, there are several other
types of servicé that could be per-
formed by such an agent. He could
help the farmers of the community
work out a borrowing schedule. This
'is probably entirely unknown in most
communities. )

He could help almost everyone in
the community work out a saving
‘schedule, and this, of course, would be
of extreme benefit to every depositor
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and would have a definite effect on the
business of the banks in the com-
munity.

He could serve as an investment
counselor. By keeping a record of the
various investment opportunities han-
dled by the banks in the community, he
would be prepared to talkeintelligently
about different types of investments.
It would be his duty, not to refer the
customer to any particular bank, but
to find out the name of the bank dealt
with and to talk about securities han-
dled by that bank. .

The farmers would be much more
Iikely to talk over their investment
plans with a neutral agent of this sort
than they would with a banker them-

o
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selves. However, such an investment
counselor would undoubtedly tend to
teach the customers to go to their own
banker in the future for investment.
advice.

He might serve as an adviser on the
selling of farm crops, although this, of
course, would have to be handled very
diplomatically.

He might serve as an exchange for

(helping dispose of high class live stock
and seeds raised in the county.

An active man in a position of this
sort would figure out a hundred other
kinds of service, but I think these are
cnough to show the possnbllltles of such
a position.

L]
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Corn-Belt Credit Conditions
By Ivan Wright

Department of Economics, University of Illinois

O the bankers back the farmers
in their present situation in the
grain belt? Recently letters

were sent out to bankers throughout
the State of Illinois, and of 175 re-
plies the Prairie Farmer shows the fol-
lowing conditions to exist:

Eighty report that the bankers are not
forcing farmers to sell grain to pay off
their notes but are as liberal as possible
where the security is

Seventy banks have taken care of all
necessary loans for buying equipment, seed,
and supphes this spring.

Thirteen banks have asked farmers to
pay part of their loans but are not requir-
ing payment in full.

Twelve banks are refusing new loans to
farmers for any purpose.

Upon a *ﬁéllsonal inquiry at sixteen
banks in three counties in central Illi-
nois it was observed that the negotiable
note seems to be the only credit instru-
ment used with farmers. The notes
are divided into one and two name pa-
per. The one name paper being mainly
the instruments of the landowners, and

the two name paper is the instrument

of the tenant classes. Of course the

landowners enjoy the best credit privi-

leges. Some of the banks in communi- -
ties where 30 per cent. or more of the

farmers are tenants had made less than

two per cent. of their aggregate short-

term loans to tenant farmers and none

placed the estimate above five to eight

per cent.

In general bankers and farmers co-
operate in the agricultural states be-
cause the success of one determines
the success of the other, and the far-
mer could dispense with the banker's
service a little easier than the banker
could do without the farmer customer.
For example one national bank in cen-
tral Illinois has about two million dol-
lars in farmers’ short-term loans and
nearly two and a half million in far-
mers’ deposits. This bank has never
found it necessary to rediscount any
paper, and it hopes to pull through the
present crisis. However, it was obvi-
ous from the survey that bankers do
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not know enough about the farmer’s
business and what he does with his
credit. Also, the farmer is wholly un-
.informed as to the bank’s economic
function and its obligation to the rest
of society. I doubt if any other two
classes of business men depending so
much upon each other know so little
about each other’s business and func-
tion as the country banker and the
farmer. It was evident from the an-
swers of the different bankers that they
have a very imperfect knowledge of
the farmer’s business. Such being the
case, the making of loans for produc-
tive use is not always an easy matter.
The farmer’s reputation and his ability
to pay as measured by his real property
are too often the basis of loans. Most
of the bankers have the impression
that more knowledge of the farmer’s
buisiness would have resulted in a more
intelligent extension of credit the past
year, and hence less “frozen” credit
now in the bank coffers.

The farmer, on the other hand, is
curiously interested and needs to un-
derstand the banker’s position and
function. It is the banker’s duty to as-
sist the farmer in understanding the
function and purpose of banking. In

\
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Illinois this is being admirably done.
There is now a series of ten meetings
scheduled for various points in the state
for bankers, farmers, and local busi-
ness men. Among the topics for dis-
cussion is “The Other Man’s View-
point.” A banker, farmer, and a busi-
ness man is on each program. After
the formal program a general discus-
sion of banking problems will be
opened.

This sort of local cooperation is edu-
cational and very practical for the whole
community. In the rural community
the prosperity of the farmer is the
barometer of the prosperity of the mer-
chant and the banker. The greater the
savings of the agricultural class the
greater will be the bank deposits in
the local bank, and the quicker the
merchant can turn his goods. Farmers
can not buy unless they have the means
to buy with, and merchants can not sell
unless the community has buying power
in the form of money and liquid credit.
When the community is not buying and
the merchant is not selling the banker’s
deposits fall off and his outstanding
credit becomes ‘“‘frozen”, and all the
business factors in the community are
in a state of depression.

Y

“‘Should Banks Sell Investment Securities?’’

Article in June Number Attracts Interest and Comment
From Banks in all Parts of the Country

HE article in the June number of

Tue BaNkErRs MAGAzZINE en-

titled “Should Banks Sell In-
vestment Securities?”” has aroused
widespread interest. We quote from 1
few of the letters recently received by
Tue Epiror on this subject. A Chi-
cago banker writes: :

My individual opinion about banks sell-
ing investments is that it is as much a
function of a modern bank as loaning
money on securities and accepting deposits.

Any bank which does not provide this

convenience for its customers is likely to
divert from itself all the other bank in-.
terests which the customer may have.

The president of a large Western
bank believes that it is proper for com-
mercial banks to sell investment securi-
ties, but warns banks against entering
into this class of business without suffi-
cient facilities, he says:

One aspect of the amswers to the ques-
tionnaire rather disturbs me. ‘Too many

bankers seem to feel that every man in the
business has an innate and inalienable
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faculty for picking out investments and rec-
ommending them to his customers. There-
fore, since the field is ripe, why not peddle
some bonds? o

This tendency is loaded with danger. The
best commercial banker in the business mav
have no real capacity for judging bonds or
passing on investments. They represent a
distinct specialty. The bank men who take
up this sideline and put the good name ot
their house behind their sales—and it is
almost, wicked to sell investments unless the
bank does assume a moral responsibility for
its recommendations—are going to see some
rough sledding before the present cycle of
bond flotations comes to an end. The doc-
trine of caveat emptor may be invoked but
the disillusioned customer will not stand
for it.

Unless a bank takes up investment busi-
ness seriously and permanently, it had bet-
ter stick to discounts., If it is prepared to
handle securities with hard work and in-
tegrity, and a determination to he a real
investment house, and not a messenger boy
filling prders, good luck to it.

Another banker writes from San
Francisco:

There is no doubt but that this is a new
and fertile field for banks. Of course, quite
a few banks have already established bond
departments and perhaps, in many cases,
these departments are very lucrative from
the standpoints of income and profits.

However, there is a necessity of extreme
conservatism by the bank that sells its own
securities and those issues from which it
enjoys a substantial or a fair profit. It

would, no doubt, reflect upon the bank—

should the bank be so unfortunate as to
have sold some securities as its own which
later turned out as a poor investment on
the part of the buyer—and investments
bou'iEt by the buyer on the recommendation
of the banker. Such experiences, however,
would no doubt, seriously affect the bank’s

standing as a conservative bank. There-
" fore, it would be necessary for the bank to
be extremely cautious regarding the bonds
that it sells or investments that it recom-
wmends to its customers.

It is different where a bank only recom-
mends securities which it does not own and
which it purchases on the stock exchange.
Perhaps a better or more expedient manner
in which to handle the sale of securities,

. would be for the bank to organize a new
company which would be organized princi-
pally for the purpose of selling its own se-
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curities. ‘This would, no doubt, be the
cleaner cut way, and would also, to a large
extent, overcome the objections previously
mentioned. I think, however, that there is.
no doubt, a large field for the sale of in-
vestment securities.

Another banker writes:

Even though banks have not a bond de-
partment, they can, nevertheless in their ad-
vertising, educate prospective investors by
recommending securities and therefore, per-
haps also obtain new business through an-
other channel, namely by getting the ac-
counts of bond houses and brokers.

There is no doubt that THe BaANKEms
MaoaziNe is doing d constructive work
for the banks and bankers of the United
States—and they are to be commended for
the timely and up-to-date subjects that thev
discuss.

In closing, we might answer your ques-
tions as mentioned in the article sent to
us:

No. 1.—Yeés.

No. 2—We have a regular department
that takes care of items referred to in No. 1.

No. 8.—Decidedly yes.

No. 4—Yes, except that we do not un-
derwrite issues whereby we obtain a profit
on the bonds sold.

No. 5—Do not believe that it will affect
deposits any more than if we have no bond
department—whereby people can purchase
securities—but that on the contrary it will
be of considerable assistance to the deposi-
tors from the standpoint of service by hav-
ing such a department which we believe
in the present day is essential and neces-
sary for a bank that desires to give com-
plete service.

A Southern banker writes:

Our bank is especially favorable to the
handling of securities by banks, believing
that it is an asset in building both the bank
and the community.

Of course, in a company of this kind it
is necessary that they handle high-class se-
curities and that a man thoroughly trained
in the investment business be placed in
charge, in order that the handling of such
business may reflect credit upon the na-
tional bank.

Our company has been running for a year
and has not only been very successful in
establishing itself with the public, but has
earned a very satisfactory profit indeed
which, of course, supplements the earnings
of the national bank.

oy
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The Bank Credit Investigator®*
By Russell F. Prudden

(This is the third of a series of articles
by Mr. Prudden covering this important sub-
ject.—THE Eprronr.)

‘ 7 ARIOUS methods of indexing

and filing credit information

were discussed in last month’s
article and some idea was also given
as to the different kinds of agency re-
ports commonly used and the valuable
information which is often thus obtain-
able. Particular mention was made of
the necessity of immediately obtaining
an agency report of one kind or an-
other when an inquiry is received and
when it is found that little or no data
is on file regarding the name in ques-
tion. We shall therefore assume that
an investigation is about to be made
and that the investigator has received
an agency report, obtaining therefrom
a general idea of the type of business
being transacted and other details of
importance. Before he can intelligent-
ly proceed with the investigation, how-
ever, or at least before the credit risk
can be properly passed upon, it is very
important for him to understand how
to analyze a financial statement in an
intelligent manner. Some remarks
along this line with particular empha-
sis on a knowledge of accounting will
therefore be made at this time.

Where a name under consideration is
one of the bank’s own borrowing ac-
counts, thc company itself undoubtedly
will have furnished the bank with its
latest available statement, as well as
full operating details for the preceding
vear. On the other hand, where the
name is unknown to the bank from the
standpoint of having an up-to-date
credit folder, it may be found that the
agency report will include a statement,
or, in the case of a commercial paper
name, the note broker will of course
furnish the investigator with a copy of
the recent statement. Regardless of
the source of such figures, it is quite
plain that the investigator should have
a knowledge of their meaning and the
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ability thus to form some kind of an
opinion as to the concern’s financial
position, before going out to interview
bankers and business men.

One of the first essentials in analyz-
ing a financial statement is a knowledge
of accounting. Not only is this knowl-
edge necessary for analytical purposes,
but a credit man is often called upon
to visit a customer’s establishment and
in some cases to go over the books and
records. Should he have no idea what-
ever of accounting methods and the
meaning of the various terms in use, he
would be placed in an awkward posi-
tion and his visit would probably re-
sult in the gathering of but little or
no information of value.

The so-called “ideal” investigator,
as described in the first article of this
series, was found to be one having a
high school or college education. Such
an education sometimes covers account-
ing and financial subjects but quite
often the graduate is proficient merely
along classical lines. This classical
training has given him breadth as well
as the ability to think and reason, and
from ‘that view point is indeed most
valuable. However, more specific and
practical knowledge along financial
lines is very essential and the graduate
or bank clerk who is about to take up
bank credit work should as soon as
possible obtain at least an elementary
knowledge of accounting.

This article is written therefore for
the benefit of such young men, and is
not intended to cover the theory and
practice of accounting to any extent;
nor would it be of particular interest
to any one having had practical experi-
ence. The field of accounting is a very
broad one and many years of study and
practical experience are necessary to
acquire a thorough knowledge of the
subject; and, in a short article one can
only touch upon accounting princi-

*The contents of this article are fully covered by
ocopyright.
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ples in a most elementary man-
ner. The man who is beginning
credit work without a knowledge of
this very essential phase of the sub-
ject is therefore strongly urged to take
up at least a short course of study of
accounting methods. Nearly every
city of any size has a business school
and in many of our larger cities the
local universities and colleges offer ex-
cellent day and evening courses along
accounting lines. Should such a course
be unavailable, however, some of the
correspondence schools provide very
good opportunities for the acquiring of
a knowledge of this subject. In the
present article an attempt will be made
merely to show the various steps neces-
sary to the preparation of a financial
statement, or so-called Balance Sheet,
with special emphasis on the Profit and
Loss Statement. For the purposes of
illustration the following practical
problem will be discussed.

A. B. Jones and C. D. Brown on
January 1, 1919 decide to form a part-
nership and manufacture clothing, the
business to be operated under the firm
name of Jones & Brown. A firm or
partnership has been defined as a joint
undertaking by individuals, or in other
words it is a relation created by con-
tract between two or more persons to
place their money, effects, credit, labor,
or skill, in lawful business, and to
divide the profits between them. Part-
nerships are most common in mercan-
tile undertakings of moderate size,
small manufacturing establishments
and in the professions. As such a rela-
tionship can be formed only by con-
tract, it is always well te have an
agreement in writing, covering the full
terms of the partnership, such as length
of existence, division of profits and the
rights and obligations of the partners.
Mr. Brown has been in the clothing
manufacturing business for the past
ten vears and will turn over to the firm
of Jones & Brown certain assets which
he has on hand, while Mr. Jones will
contribute an equal amount of cash and
Liberty bonds. The partners are to
share equally in the profits and losses.

As a business organization has now
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been formed it will be necessary for the -
partners to establish and maintain a
systematic set of records. The keep-
ing of such records is commonly known
as bookkeeping, and the principal pur-
poses are to set forth all transactions
so as to disclose the position of the
business at any time and to measure its
progress. Before mentioning the vari-
ous book entries necessitated by the
contributions of the partners to their
new enterprise, a short discussion of
some of the elementary principles of
bookkeeping or accounting procedure
may be of interest at this time. The
books and records of nearly every busi-
ness concern, except those of the very
smallest ones or those of certain pro-
fessional men and individuals, ' are
maintained by what is known as the
double entry system. The theory of
double entry is that there shall be a
debit for every credit, and if this rule
is strictly adhered to, the total of the
debit entries will at all times equal that
of the credit entries. In other words,
somewhat of a check on the correctness
of the books from the standpoint of a
proper balance is thus maintained.
Although there are many subdivisions
to and various kinds of books of rec-
ord, depending on the size and nature
of the business, the most commonly
known book of original record is the
journal or ddy book, and it is from this
book that the various original entries
are posted or transferred later to what
are called the individual ledger ac-
counts, which are kept in a book known
as the ledger.

The making of proper and accurate
journal entries requires some little ex-
perience and training, but a very well
known rule used by accountants, which
is quite infallible and well worth re-
membering, is the following: *“Debit
what comes into the business or costs
the business value; credit what goes
out of the business or produces value.”
This rule may sound somewhat com-
plicated and contradictory at first read-
ing but it is nevertheless true that there
is hardly a transaction which will arise
that can not be properly entered on the
books by the application of the rule.
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As an illustration, let us consider the
proper entry covering the purchase of
a bill of merchandise which has been
paid for in cash. By following the
rule, the merchandise which comes into
the business is debited and the cash
which goes out is credited. The term
merchandise, however, is a broadly used
one and covers both purchases and
sales of merchandise, and in general
business practice the use of the cap-
tions “Purchases” and ““Sales”, as sepa-
rate accounts, is more commonly em-
ployed. Should some of this mer-

chandise later be sold for cash the’

entry would be just the reverse, name-
ly, the cash account would then be
debited and the merchandise, or more
properly the sales account, credited.
As a further illustration, let us consider
the matter of wages or similar ex-
penses. By following the above rule,
wages would be debited as they cost
the business value, and the cash which
goes out of the business would be
credited.

Returning to the problem which is
under consideration, we are informed
that the partners’ contributions are as
follows: ’

Mr. Brown
Land and buildings $10,000
Machinery and equipment.............. 7,000
Raw material 20,000
Finished goods 8,000
Furniture and fixtures............. 1,000
$46,000

Mr. Jones
Cash $40,000
Liberty bonds, face value.......... 6,000
$46,000

Following the rule of debit and
credit, every item furnished by the
partners is to be debited, as it is these
items which are coming into the busi-
ness and are to be its assets, and each
partner is to be credited with the total
amount of his investment. On the
basis of these figures, the total partner-
ship net worth, by which is meant the
actual net asset position of a business,
is $92,000. This amount is owing to
the partners by the business and is
hence credited to the partners’ ac-
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counts. In other words, the net worth
is a liability owing by the business to
certain persons and these persons are
the partners who have invested their
property and cash in the business.

The journal entries which would be
necessary to set forth the transactions
in question would be as follows:

January 1, 1919

Debit Credit
Land and building......... -$10,000 J—
Machinery and equipment 7,000 —_—
Raw material ... 20,000 —
Finished goods ... 8,000 ————
Furniture and fixtures_... 1,000 —
C. D. Brown, present
worth 46,000
Cash 40,000 —
Liberty bonds .o 6,000 R
A. B. Jones, present
worth 46,000

These entries would later be posted
or transferred to the individual ledger
accounts.

The business of Jones & Brown was
carried on during the year 1919 and
the following is a summary of the busi-
ness transactions. The numerous and
detailed journal entries are not set
forth but merely the totals of the many
transactions are mentioned:

Cloth purchased . $240,000
Wages paid 250,000
Miscellaneous supplies and factory
expenses 5,000
Insurance 1,000
Interest paid on loan....o. - 4,000
Partners’ salaries ... — 10,000

Selling expense inclu
ing, commissions, etc
General office expenses..... ... 1
Money borrowed at bank March 1st,
4919 and still owing............. _—
Sales for year
Of this amount $100,000 remains
due, as follows:
Accounts receivable ......$95,000
Notes receivable_....... —. 5,000
Accounts payable . 25,000
Interest on Liberty bonds........ — 240

It will of course be understood that
all of the above figures, that is, the
original cntries, have been currently
posted during the year to the ledger in
the respective ledger accounts. As an
illustration of a ledger account, Ex-
hibit No. 1 represents the various cash
transactions which have occurred and
been posted during the year:
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. CASH ACCOUNT
Cash Debits or Amounts Received Cash Credits or Amounts Paid
Mr. Jones $40,000 | Cloth Purchased ... $215,000
Borrowed at bank 80,000 | Wages 250,000
Sales 420,000 | Miscellaneous supplies ... 5,000
Interest on Liberty bonds......... 240 | Insurance 1,000
Interest
Partners’ salaries ..
Selling expense ...
Office expense
Debit cash balance as of December
31, 1919 ... 18,740
$540,240 $540,240
Balance brought down........... $18,740 S
Exhibit No. 1

When it is desired to close a set of
books either at the end of the year or
at any given time, the first step in the
process is to take a trial balance of the
concern’s books. A trial balance may
be described as merely a list of the
respective debit or credit balances, as
the case may be, of all the various led-
ger accounts which remain open at the
time. The total of all of these debit
balances must equal the total of the
credit balances. If this be the case, it
is proof that the principle of double
entry bookkeeping has been carried out,
and as stated previously, the principle
or theory is that for every debit there
must be a corresponding credit.

We have seen from the foregoing
illustration how an individual ledger
account is compiled and have noted that
the cash account under consideration
reveals a debit balance of $18,740. All
of the other ledger accounts which came
about as a result of the many transac-
tions of the year have likewise been
closed and balances ascertained, and a
trial balance of these accounts, pre-
pared on December 31, 1919, would
appear as illustrated in Exhibit 2.

The next step in the accounting pro-
cedure preparatory to closing the
books and making the Profit and Loss
Statement and the Balance Sheet, is
the taking of an inventory of the stock
on hand, covering both raw materials
and finished goods. Such an inventory
is usually taken by the employees on
a certain day or during a number of
days, and the resulting figures cover

the exact amount of goods on hand.
Some concerns keep what is known as
a perpetual or book inventory and can
tell therefrom at any time the amount
of goods on hand. While such a sys-
tem is of advantage in certain lines of
business, the figures arrived at by tak-
ing an actual physical inventory on a
definite date are often more accurate
and reliable. Unless, however, such
an inventory has been carefully taken
and the proper valuations placed on
each article or group of articles, the
earnings for the year can not be de-
termined with any degree of accuracy.
The most conservative practice in valu-
ing the inventory for Balance Sheet
purposes is to arbitrarily set the value

JONES & BROWN
TRIAL BALANCE
December 31, 1919

Debit Credit
Cash $18,740
Liberty bonds .................... 6,000
Accounts receivable . 95,000
Notes receivable ... 5,000
Land and buildings.. 10,000
Machinery and equi 7,000
Furniture and fixtures. 1,000
Finished stock ......... 8,000
Raw material ... 20,000
Purchases ...... 240,000
Wages ... 250,000
Miscellaneo! 5,000
Insurance 1,000
Interest ... 3,760
Partners’ salaries 10,000
Selling expense ... 35,000
General office expense.. 1,600
Sales $520,000
Notes payable (at bank). 80,000
Accounts payable ... 26,000
A. B. Jones present worth... 46,000
C. D. Brown present worth 46,000
$717,000 $717,000

Exhibit No. 2
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at either cost or market whichever is
lower. Some bankers believe that the
firm of certified public accountants
which is hired to go over the concern’s
books and to audit its statement should
take the inventory. This practice may
sound ideal in theory but it is very
seldom followed out, not only due to
lack of time on the part of the ac-
countants but due to the fact that ac-
countants are rarely familiar with
merchandise values and consequently
are not in a position to count and price
goods in as quick and intelligent a man-
ner as can the concern’s own em-
ployees.

It is also argued by those who have
given the subject considerable thought,
that if it were the duty of the ac-
countants to take an inventory, it
would relieve the officials of the con-
cern of that responsibility, and in such
a case the banker would be weakening
the moral hold on the client. Such a
man knows many things about his mer-
chandise which he is bound to disclose
when he makes an inventory, but should
he no longer have the responsibility of
taking the inventory he would probably
not enlighten the accountants as to
these facts. Certified accountants are,
however, generally desirous of proving
an inventory by making certain tests,
and after a series of these tests they
can fairly well judge whether the in-
ventory has been taken in an accurate
and painstaking manner. It is not only
the duty of thé accountants to make
such tests and thus prove the inven-
tory figure, but it is also their duty to
in some way bring to the attention of
interested parties the existence of any
obligations or commitments for mer-
chandise, which are not entered on the
Balance Sheet, yet which may involve
possible loss. Returning to the prob-
lem which is under discussion we find
that the inventory has been taken and
that the Finished Goods on December
81, 1919, amounted to $52,000 and the
Raw Material $78,000.

Continuing with the process of clos-
ing the books, it is necessary that a
number of adjusting entries be made
and posted, so that a true condition of
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the concern’s affairs may be set forth.
Such entries cover the setting up of
certain reserves as well as prepaid and
accrued items which pertain to the in-
terval in question. The first of these
has to do with the item of accounts re-
ceivable, representing merchandise sold
on credit, and it is necessary for the
firm to decide as to what percentage of
this item should be set up as a reserve
against possible non-payment. This
percentage varies in different lines of
business, depending largely upon past
experience and the efficiency of the
firm's credit department in choosing
proper risks. In this problem it has
been decided to set up a reserve of
one per cent. of the $95,000 of out-
standing accounts receivable, or $950.
This is done by charging or debiting a
newly made account known as the
Profit and Loss Account and by making
a corresponding credit to a ‘‘Reserve
for Bad Debts” account.

It is likewise customary to provide
reserves against depreciation on build-
ings, machinery and equipment, furni-
ture and fixtures, et cetera, to cover
eventual loss occasioned by wear and
tear, old age and obsolescence, and
conservative business men set up re-
serves irrespective of repairs which
may have been made during the year.
Instead of writing down or reducing the
property accounts from year to year,
a better plan of entering depreciation
on the books is to set up a ‘“Reserve
for Depreciation.” This account is
credited each year with the amount to
be written off, while a corresponding
charge or debit is made to Profit and
Loss, which is a regular ledger ac-
count. By following this method the
property accounts remain on the books
at cost value and the corresponding re-
serve accounts stand as an open credit,
and one can then tell at any time,
therefore, the property values at cost
price and the amount of reserve set
up against them. Many books and arti-
cles have been written on depreciation,
but in the final analysis the amount to
be set up‘as a reserve is usually based
on individual opinion, which in turn is
arrived at by dividing the estimated
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JONES & BROWN
ProFrr AND Logs STATEMENT

December 81, 1 19

Sales $520,000
Inventory January 1, 1919.....oe - 28,000
Purchases 240,000
268,000
Inventory December 81, 1919.............. 130,000 .
Cost of mateérial in sales.... 138,000
Manufacturing Expenses
Wages 250,000
Accrued wages 2,000
Factory exp. and miscellaneous supplies 5,000
Insurance 500
Interest 4,000
Reserve for depreciation 1,800 263,800 401,800
Gross profit 118,700
Selling Expenses
Salesmen’s salaries 8,000
Salesmen’s cOMMISSIONS ..o cerccerremm — 20,000
Advertising 5,000
Traveling expenses 2,000 35,000
Administration Ezxzpenses
Partners’ salaries 10,000
Office cxpenses 1,500
Reserve for bad debts...e 950 12,450 47,450
Net operating profit.......e 71,250
Add
Income fromn other sources:
Interest on Liberty bonds......... — 240
Total net income $71,490
Exhibit No. 3

life of the assets in years into 100 per
cent. For sake of example—take the
case of a machine costing $10,000 esti-
mated to last ten years. By dividing
ten into 100 per cent we obtain the
figure of 10 per cent. to be charged off
annually. In the present case it has
been decided to charge off 10 per cent.
for depreciation each year on the vari-
ous items in question, totaling $18,000,
or in other words to set up a reserve
for depreciation of $1,800. In prac-
tice, however, there would be a sepa-
rate reserve account set up to provide
for depreciation on each class of prop-
erty account, and the rate to be charged
off would probably differ in each case.
For sake of simplicity we are grouping
all depreciation reserves under the one
caption, which represents a reduction

in the profits for the year, and will
later be included among the manufac-
turing expenses of the year in the
Profit and Loss Statement.
Continuing with the adjusting en-
tries, we find that at the time of closing
the books, which was on Wednesday,
December 31, 1919, there were four
days’ wages due employees. As the
week will not be up until the follow-
ing Saturday, January 8, which is pay
day, it is necessary to take into con-
sideration accrued wages for the four
days amounting to $2,000. This ac-
crued item must also be considered a
liability because it is an obligation of
the year 1919. The necessary journal
entry will be that of debiting wages ac-
count and crediting accrued wages.
Insurance is usually paid for several
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years in advance and in this problem
the $1,000 paid was for a period of
two years, one vear of which has ex-
pired. This would leave $500 as un-
used insurance which would appear in
the 1919 Balance Sheet as a prepaid
asset. In other words, only one-half
of the total amount paid can be consid-
ered an expense for the year 1919.

Assuming that all of the proper ad-
justing entries have been made in the
Journal covering the transactions in
question, and that all of the nominal
accounts, such as wages, general office
expense, sales, et cetera, have been
closed by making corresponding debit
or credit journal entries to the Profit
and Loss Account, the bookkeeper or
accountant is now ready to make a
Profit and Loss Statement from which
can be ascertained the profit or loss
made by the firm during the year. Ex-
hibit No. 38 shows the usual form fol-
lowed in accounting procedure, and
each item in this statement when con-
sidered in connection with the forego-
ing remarks should be self-explanatory.

The reader can see from the Profit
and Loss Statement that the two
sources of income in this business are
from the sales and interest on invest-
ments, the deductions being expense
items. It is from the Profit and Loss
Statement that the concern’s operating
details, such as sales, net income, et
cetera, are obtained, and not from the
final Balance Sheet as so many stu-
dents of credit are at first inclined to
believe.

We have now reached the point in
the closing of the books where a Bal-
ance Sheet, or financial statement, can
be prepared. A Balance Sheet has been
defined as a statement of the assets and
liabilities of a business at a given time,
representing the financial accounts of
the business remaining open on the led-
ger after the books have been closed.
In other words, all of the nominal ac-
counts representing income and ex-
penses, have been closed and the result
of the year’s operations has been re-
duced or ‘‘boiled down” to one definite
figure. The only accounts remaining
open therefore and appearing in the
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Balance Sheet, are actual asset and lia-
bility accounts, commonly called finan-
cial accounts.

By referring to the Balance Sheet of
Jones & Brown which will now be sub-
mitted, it will be noted that the vari-
ous items as shown in the Profit and
Loss Statement have been eliminated
by reducing them to the final figure
of $71,490, the net profit for the year.
This figure in turn has been added to
the original net worth of $92,000,
making a total net worth of $163,490
which is set forth in the liability side
of the Balance Sheet. It is a liability
as it is the amount the business now
owes the two partners.

JONES & BROWN

BALANCE SHEET
December 31, 1919

ASSETS
Cash $18,740
I.iberty bonds 6,000
Accounts receivable ____ 95,000
Notes receivable ... 5,000
Raw material 78,000
Finished goods 52,000
L.and and buildings . 10,000
Machinery and equipment.__.._.__. 7,000
Furniture and fixtures.......__. 1,000
Prepaid insurance ... 500
$273,240
LIABILITIES

Accounts payable .. 25000
Notes payable . 80,000
Accrued wages 2,000
Reserve for depreciation. ... 1,800
Reserve. for bad debts__ . 950

Present net worth

A. B. Jones....cu.. 81,745

C. D. Brown............. 81,745 163,490
$278,240

Referring to the reserve items among
the liabilities in the Balance Sheet, it
has previously been explained that the
property and reserve items are usually
carried separately on the books, so that
one may tell at a glance the actual cost
of the asset and the amount of reserve
carried against it. When making up a
Balance Sheet, however, it is quite
proper to deduct the reserve from the
property, with explanatory notations,
and had this been done in the present
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case, the two reserve items on the lia-
bility side of the statement would be
lacking, and the total resources of
$273,240 reduced to $270,490.

Partnerships as such are not sub-
ject to the payment of income taxes,
but the members must file individual
returns, setting forth their proportion
of any profits derived from the busi-
ness. It is not necessary therefore for
a firm to set upon a reserve for income
tax pavments, but it is very essential
in the case of a corporation, such an
item being considered a very quick lia-
bility.

The business of Jones & Brown, as
we have seen, has been very profitable
for the year and in fact it has grown
to such proportions as to make it ad-
visable to incorporate for the purpose
of better handling the increased busi-
ness.

A corporation has been described as
a legal body existing by virtue of a
charter or articles of incorporation,
granted or approved by a state. As
a general rule, most states require that
there be three or more incorporators,
and the application for charter is usu-
ally addressed to the Secretary of
State or some designated official. The
application should include the name of
the proposed corporation, its purpose,
length of time to exist, principal place
of business, amount of capital stock
and names and addresses of subscribers
to the stock, with the amounts sub-
scribed by each. There are also other
requirements to be complied with ac-
cording to the particular state.

A corporation has only such powers
as are conferred on it by its charter,
either expressed or implied, and it is
also regulated by its by-laws which
are the fundamental private regulations
by which it is governed. A corporation
has the power to make by-laws for its
own government if they are not incon-
sistent with its charter or the laws of
the state or land. The by-laws are
usually adopted at the first meeting of
the stockholders and the consent of a
majority of the stockholders is usually
necessary for their adoption or for a
subsequent change in these regulations.

The corporation as a form of busi-
ness enterprise is superior in many
ways to that of the partnership which
may be formed in a simple informal
manner, or which may sometimes exist
by implication without the actual in-
tention of the parties. The formation
of a corporation, on the other hand,
requires voluntary action and deliber-
ate intention, and the incorporators
must comply with certain definite sta-
tutes.

The more important advantages of
the corporate over the partnership
form of organization are briefly the fol-
lowing:

1. The stockholders’ limited personal
liability where the stock has been paid
in Tull. In most cases the liability is
limited to the par value of the stock
subscribed, but in certain states a
greater liability is imposed. In Cali-
fornia, for example, stockholders in
certain corporations are responsible on
a pro rata basis for the liabilities,
which in effect constitutes unlimited lia-
bility. On the other hand, the Texas
statutes favor local corporations, in the
case of bankruptcy, to a somewhat
marked degree. As a matter of inter-
est, stockholders of national banks are
subject to double liability.

2. The relative permanence and sta-
bility of the corporation as a form of
business organization. Most corpora-
tions are formed to carry out well de-
fined plans and certain express powers
are enumerated in both charter and by-
laws. The management is vested in
directors acting through officers and
agents and it is their duty to act in ac-
cordance with these regulations. The
corporate organization is therefore
more suitable to large investments of
capital in fixed form.

3. The ability to transfer shares of
stock representing ownership in the
corporation. Subject to certain market
conditions, an investor can easily secure
shares of stock in any corporation
which is not a close one, or a stock-
holder can easily dispose of his hold-
ings, and the affairs of the corporation
are not, as a rule, jeopardized by this
change of ownership.
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4. The opportunity of participation
and ownership by people of small
means. Comparatively speaking, few
persons have the ability or means to
assume a partnership in a business con-
cern, yet the stock lists of many of our
prominent industries reveal the names
of thousands of small holders. In the
case of most listed issues, a purchase of
a one share lot may be negotiated as
easily as the usual one hundred share
order. Because of this public interest
and the convenient method of repre-
senting ownership interests by stock,
there is greater ease in securing capital
under the corporate form of organiza-
tion.

While it can be understood from the
foregoing that the corporation is un-
doubtedly the most attractive form of
business organization, the reader should
not get the impression that it is an in-
fallible cure for all evils or a sure
prevention for loss. The human ele-
ment enters into the management of a
corporation as well as any other form
of organization, and lack of ability and
farsightedness will not tend toward
success in any kind of organization. It
must also be remembered that corpora-
tions are sometimes restricted and bur-
dened by state and federal statutes,
which often secem to be more stringent
in the case of corporations.

The advantages of the corporate
form of organization far outweigh those
of the partnership and in this connec-
tion a few of the more pronounced dis-
advantages of the latter might be men-
tioned at this time.

1. Liability of a partner for all ob-
ligations contracted by firm, or by any
member of the firm, in the ordinary
course of business.

2. Dissolution of partnership upon
the retirement of any member.

3. Dissolution of partnership be-
cause of death or insolvency of any
partner.

4. Necessity for consent of all parties
in order to admit a new partner.

5. Inability to obtain capital in the
case of large undertakings, or to get
cooperation of large numbéers of per-
sons.

‘poration on January 1,
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In view of the many disadvantages of
the partnership form of organization,
Jones & Brown decided to form a cor-
1920 to be
known as The Broadway Clothing
Company. This company is to have a
capitalization of $300,000, and of this
amount $200,000 will be common stock,
par value $100 a share, the balance of
$100,000 to be 7 per cent. cumulative
preferred stock with a par value of
$100. Messrs. Jones and Brown turn
over their entire business as repre-
sented by the partnership statement
of December 81, 1919, or in other
words, they turn in a net worth of

$163,490 for which they receive $200,-

000 of common stock, the difference in
the amounts being considered and in-
cluded as an item of Good Will, which
they believe to be only fair in view of
the reputation they have built up dur-
ing their year in business. Good Will
has been defined by a prominent ac-
countant as invariably being the differ-
ence between the true value of the as-
sets taken over and the value placed
upon them by the directors of the cor-
poration, or in other words, good will
is an offset to over capitalization of the
tangible assets. .

Of the amount of common stock re-
ceived by Messrs. Jones & Brown,
namely one thousand shares each,
twenty shares were turned over to Mrs.
Jones and twenty shares to Mr.
Brown’s son, and both parties were
named as incorporators in order to com-
ply with the legal provisions of the
state law requiring more than two in-
corporators.

In order to raise quickly additional
working capital, which is needed for
the operation of the business on a
larger scale, the authorized issue of
preferred stock has been sold to an in-
vestment house at 95. The book or
journal entry covering this transac-
tion is:

Debit
Cash $95,000

Discount on preferred
stock

Credit
Preferred stock

USSR - !

100,000
In explanation of this entry, cash is
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debited because it comes into the busi-
ness and discount on preferred stock is
also debited as it costs the business
value. Preferred stock, on the other
hand, is credited as it is a liability of
the business and represents the pro-
portion of the business or assets which
is owing to that class of stockholders.

The new company has also purchased
an adjacent building valued at $125,-
000 for the purpose of enlarging the
plant. A bond issue of $100,000 hav-
ing been authorized it is decided to
dispose of the bonds through the same
investment house which has offered
a price of 101. These bonds are
first mortgage bonds, bear 6 per cent.
interest and are payable in twenty
years. The book entries to provide for
this transaction are:

Debit
Cash $101,000
Credit
Bond issue
Premium on bonds......e

Debit
Land and buildings....
Credit
Cash

125,000

In order to give a better understand-
ing of the various changes which have
taken place in the transformation of
the partnership to a corporation, a re-
vised Balance Sheet as of January 1,
1920, giving effect to the increased
property holdings and the new financ-
ing, is submitted:

—THE—
BROADWAY CLOTHING COMPANY

BALANCE SHEET
January 1, 1920

ASSETS

Cash
Liberty bonds
Accounts receivable

Notes receivable ... 5,000
Raw material 78,000
Finished goods 52,000
Land and buildings. 135,000
Machinery and equipment..... 7,000

Furniture and fixtures....

Prepaid insurance ... 500
Discount on preferred stock.. 5,000
Good Will 36,510

$510,750

LIABILITIES

Accounts payable
Notes payable
Wages accrued
Reserve for depreciation...
Reserve for bhad debts.....
Preferred stock
Common stock
Bonds
Premium on bonds

$510,750

Continuing with this problem we
find that during the year 1920 the busi-
ness was successfully operated and the
Profit and Loss Statement shown in
Exhibit No. 4 was submitted for the
fiscal year ending December 31, 1920.
The trial balance and necessary clos-
ing entries have been omitted, however,
as they are merely a part of accounting
procedure and similar ones have been
explained pieviously in some detail.

The Profit and Loss Statement, as a
whole, is not often submitted by a
company to its brokers or bankers, the
operating details in conjunction with
the final Balance Sheet being regarded
as sufficient data. The figures usually
given out are as follows:

Sales $1,200,000
Net profit 120,850
Net income 121,090
Reserve for taxes 20,000

Reserve for depreciation on
buildings and machinery...

Reserve for bad debts...

Merchandise taken at cost or
market, whichever lower.

18,200
2,250

In order to understand how the
final Balance Sheet figures come about
it may be noted that during the year
new machinery was purchased for
$140,000 and additional furniture and
fixtures costing $1,000. The item of
$5,000 covering Discount on Sale of
Preferred Stock represents a loss and
the $1,000 Premium on Bond Sale, a
gain. These were closed out into the
Profit and Loss account on the books,
and on the Profit and Loss Statement
represented a net loss of $4,000 which
eventually will be reflected in the sur-
plus account.

As in the case of the partnership,
after a trial balance has been taken
and the Profit and Loss Statement
made up, a Balance Sheet is prepared.
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THE BROADWAY CLOTHING COMPANY
PROFIT AND 1.0SS STATEMENT
December 31, 1920

Sales for year $1,200,000
Inventory January 1, 1920 ... . 180,000
- Purchases 480,000
610,000
Inventory December 31, 1 20 313,000
Cost of material in sales 297,000
Manufacturing Expenses
Wages . 600,000
Wages accrued 7,000
Factory exp. and miscellaneous supplies 12,000
Insurance 1,500
Interest 12,000
Reserve for dep. buildings... 13,500
Reserve for dep. machinery..........coe 4,700
Reserve for dep. furniture and fixtures 200 650,900 947,900
Gross profit 252,100
Selling Expenses
Salesmen’s salaries 15,000
Commissions 42,000
Travelling expenses 8,000
Advertising 10,000 70,000
Administration Expenses
Reserve for taxes 20,000
Executive salaries 30,000
Directors’ fees 1,000
Office expenses 4,000
Discount on sale of securities..... — 4,000
RReserve for bad debts.....rcen 2,250 61,250 131,250
Net operating profit....e. - 120,850
Add Other Income:
Interest on Liberty bonds....e 240
Total net income $121,090
Exhibit No. 4

Exhibit No. 5 on the following page is
the Balance Sheet for the Broadway
Clothing Company covering the year in
question.

At a meeting of the board of di-
rectors held sixty days after the close
of the year the annual 7 per cent. divi-
dend on the preferred stock, amount-
ing to $7,000 was declared. Also a
6 per cent. cash dividend was declared
on the common stock, making a total
dividend disbursement of $19,000 to be
paid in 1921, from earnings of the pre-
ceding year. The payment of this
amount would in reality reduce the sur-
plus to $102,090.

In the case of the partnership of
Jones & Brown it was previously ex-
plained that the net worth was the ex-
cess of assets over the liabilities, swhich
figure represented the ownership in-
terests in the business. In a corpora-
tion, the net worth is represented by
the total of capital, surplus and special
reserves for contingencies, but this fig-
ure is of course subject to the deduc-
tion of the Good Will item which is an
intangible asset.

The commercial paper broker and
bankers having the account would be
informed of course of all dividend
declarations, and they would include
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" —THE—
BROADWAY CLOTHING COMPANY

BALANCE SHEET
December 31, 1920

ASSETS

Cash $46,980
Liberty bonds 6,000
Accounts receivable ... - 225,000
Notes receivable ... ... ... - 15,000
Raw material 163,000
Finished goods 150,000
Land and buildings 185,000
Machinery and equipment............ 47,000
Furniture and fixtures.. 2,000
Prepaid insurance ... 1,000
Good Will 36,510

$827,490

LIABILITIES

Accounts payable ... . $56,000
Notes gayahle 200,000
Accrued WAZES . - 7,000
Reserve for taxes 20,000
Reserve for depreciation............... 20,200
Reserve for bad debts.. 3,200
Mortgage bonds 100,000
Capital 300,000
Surplus 121,090

$827,490

Exhibit No. 5

such figures with the other operating
details, mention of which has already
been made.

Inasmuch as the books for the year
have been closed and a Balance Sheet
prepared, it is very essential, at least
from the bankers’ standpoint, to have
the records and statements audited by
a firm of chartered or certified public
accountants. By having such an audit
the banker, as well as the directors and
stockholders, can feel very sure that the
figures presented to them are accurate
and represent a true condition of
affairs.

It is not necessary to go into detail
at this time as to the various kinds of
audits or the entire scope of the ac-
countants’ investigation, but it may be
of interest to know that as a rule the
accountants do not prepare the financial
statements. The company’s own em-
ployees do this and the certified ac-
countants after going over the books,
merely verify the statements. It would
be very desirable to have more uni-
formity as to the makeup and form of
statements, and this could be brought

about if all accountants were permit-
ted to prepare statements according to
some prescribed form. However, as
the clients engage and pay the ac-
countants, the latter must therefore
conform their efforts to the wishes of
their customers. Nevertheless, no re-
sponsible accountant will deviate from
proper accounting principles in behalf
of a client who may not have the proper
business scruples.

An audited report is of little value
to a banker unless a certificate by the
accountants doing the work is ap-
pended. As previously mentioned,
there are various kinds of audits and
for that reason there are various kinds
of certifications. It is, therefore, essen-
tial for the banker or interested party
to read the certificate very carefully
in order to ascertain just what kind of
an audit was made, and to what con-
ditions it may be subject. Many peo-
ple seeing an auditor’s name appended
to a statement believe that to be suffi-
cient and do not stop to read the cer-
tificate, which may contain important
qualifications. According to a regula-
tion of the American Institute of Ac-
countants, covering the duties of its
members ‘“‘the balance sheet and cer-
tificate should be connected with the
accounts in such a way to ensure that
they shall be used only conjointly”;
and it is also stated that the certificate
should be as short and concise as pos-
sible, consistent with a correct state-
ment of facts, and if qualifications are
necessary the auditor must state them
in a clear concise manner.

Assuming that a certified accountant
has made a complete audit of the books
and records of The Broadway Clothing
Company, that the Balance Sheet and
Profit and Loss Statement were found
to be correct and that any minor
qualifications have been fully covered
by foot notes on the Balance Sheet, the
following form of certificate has been
suggested :

“I have audited the accounts of The
Broadway Clothing Company for the pe-
riod from January 1, 1920 to December 31,
1920 and I certify that the above Balance
Sheet and Statement of Profit and Loss
have been made in accordance with the
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plan suggested and advised by the Federal
Reserve Board and in my opinion set forth
the financial condition of the firm at De-
cember 81, 1920 and the results of the op-
erations for the period.”

(Signed) A. B. C.

We have now discussed in some de-
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tail the preparation of the Profit and
Loss Statement and the Balance Sheet
but as the statements as such mean
nothing to a banker unless carefully
studied, the methods of analyzing
financial statements will be considered
in the next article.

@y
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Who Should Make the Bank Examination?

Modern Duties and Liabilities of Bank Directors Place a New
Importance on the Periodical Examination

By H. M. Webster, B.C.S., C.P.A.,

of H. M. Webster & Company, New York

Mr. Webster is a member of the New York State Soclety of Certified Public Accountants,
of the American Institution of Accountants, and of the National Association of Cost Ac-
countants. He Is a professional accountant of seventeen years’' experience, nine years of
which were spent In the employ of prominent accountants, auditors and engineers; and
seven years as a practicing Certified Public Accountant and Production Engineer. He spent
one year during the war as controller and a director of a corporation created by Congress to

provide housing and transportation for war workers.—The Editor.

INCE by the very nature of their
functions, banks are dependent
upon the confidence placed in

them by the public, a strong board of
directors, composed of men of affairs
whose character and integrity is un-
assailable, is necessary to the success
of the bank. A huge safe and vaults
governed by modern machinery have
but little to do with the “safety” of
the bank in the mind of the public, but
a list of directors whose names are by-
words for business or professional suc-
cess in the community is certain to pro-
mote the confidence so necessary to the
banking business.

It is an interesting commentary that,
coincidental or not coincidental, the
tremendous growth of banking during
the past generation has gone hand in
hand with the increase in the number
of prominent business men upon boards
of directors, business men who have not
in their earlier years had any relations
with the banks except as depositors and
borrowers.

But as this condition has grown more
general and as each individual banking
corporation has grown apace, the
duties and liabilities of the individual
director have of necessity grown in
similar fashion. Since the name of a
prominent business man upon the list
of directors conveys a sense of con-
fidence to the depositors in the bank
it is but reasonable to expect that the
presence of that name should have
more value in actual service to the de-
positor than the mere use of it as a
testimonial. Indeed, this has been the
case. '

Today when a business man is
elected to the board of directors of a
bank, he assumes obligations so tangi-
ble that many of them are defined by
law, so concrete that they are financial
liabilities in case of loss.

The purpose of this article, there-
fore, is to emphasize some of the re-
strictive measures and to point out lia-
bilities of the directors, not commonly
understood, such as the liability of di-
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rectors for mismanagement, degree of
care required of directors, liability of
directors for assenting’ to excessive
loans.

The duties and liabilities of bank di-
rectors have been very carefully de-
fined by the states, as to state banks
and trust companies, and by the
United States Government, as to na-
tional banks and members of the Fed-
eral Reserve System. 'The scope of
the provisions in respect to these duties
and liabilities covers such points as ap-
pointment and powers of directors,
their number and election, term of
office, qualifications, oath required of
them and many measures of a restric-
tive nature.

The liability of directors for mis-
management will best be pointed out
by citing two decisions of the United
States Supreme Court. It held in the
case of Briggs v. Spaulding, (141
U.S., 182) that “directors of a national
bank must exercise ordinary care and
prudence in the administration of the
affairs of a bank, and this includes
something more than officiating as fig-
urecheads. They are entitled under the
law to commit the banking business, as
defined, to their duly authorized offi-
cers, but this does not absolve them
from the duty of reasonable supervision
nor ought they to be permitted to be
shielded from liability because of want
of knowledge of wrongdoing, if that
ignorance is the result of gross inat-
tention.” And, in a decision rendered
June 9, 1919, Bowerman v. Hamner,
it held that “a director who had never
attended a meeting during five years’
connection with the bank, and who
lived 200 miles from the place where
the bank was located, was liable for
mismanagement because he did not ex-
ercise the diligence which a prudent
man wouia usually exercise in ascer-
taining the condition of the business of
the bank or a reasonable control and
supervision over its affairs, and that
he could not be shielded from liability
because of want of knowledge of
wrongdoing on his part, since that
ignorance was the result of gross inat-
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tention in the discharge of his volun-
tarily assumed and sworn duty.”

The above decisions are of great sig-
nificance in that it absolutely compels
the director to be present or else re-
ceive such reliable information at regu-
lar periods which would enable him to
know the status of the affairs of his
bank. He would then become cog-
nizant of any irregularity in time to
take the necessary remedial action.

In respect of the liability of direc-
tors for assenting to excessive loans,
the United States Circuit Court held
(Rankin v. Cooper et al,, 149 Fed.
Rep., 1010) that “it is the duty of di-
rectors of a national bank to exercise
reasonable control and supervision over
its affairs, and to use ordinary care and
diligence in ascertaining the condition
of its business, which is such care as
an ordinarily prudent and diligent man
would exercise in view of all the cir-
cumstances; and that where the direc-
tors of a national bank became aware
through the report of a committee of
their number, and also by notices sent
them individually by the comptroller of
the currency, that the bank had been
making excessive loans to its president
and to other persons, firms and cor-
porations with which he was associated,
but took no effective steps to reduce
such loans, or to prevent their increase,
which continued until the bank became
insolvent, they will be held jointly and
severally liable for all losses which the
bank sustained through subsequent
transactions, and which could have been
prevented by a proper discharge of -
their duties,” and in another -case,
(Witters, Receiver, etc., v. Sowles et
al., 81 Fed. Rep., 1) it held “that un-
der Revised Statutes, section 5200,
directors of a national bank who
make or assent to the making of
a loan to any ome person of a
sum exceeding the legal limit become
personally and individually liable for
all loss sustained thereby; but where
the borrower in such a case is also one
of the directors he is not so liable but
simply as a debtor to the bank.”

Further, the United States Circuit
Court of Appeals in McCormick v. -
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King et al., 241 Fed. Rep., 787, held
that “directors responsible for excess
loans were liable not only for the ex-
cess of such loans above the legal limit,
but for the entire loss thereon with in-
terest,” and this case was affirmed by
the Supreme Court of the United States
on June 9, 1919, in Bowerman v.
Hamner.

The foregoing violations quoted were
not due to wilful neglect on the part
of the directors, but to a lack of knowl-
edge of wrongdoing. It is realized that
directors of banks are usually men of
affairs and cannot devote sufficient time
to the task of supervision of the banks’
business in its minute detail. They
must of necessity rely upon the actions
of others. How then can the directors
protect their own interests? Obvious-
ly, the answer is: periodical examina-
tions of the banks’ affairs by certified
public accountants.

EXAMINATIONS

Banks are subject to examinations
from two sources, 1. State or Federal,
and 2. By directors. Examinations by
the state or Federal authorities are
principally for the purpose of estab-
lishing the solvency of the banks and
that its acts are in conformity with the
statutes. Examinations by directors
should include the foregoing purpose
and yet cover a much wider scope. The
scope of such examinations, as sug-
gested by the comptroller of the cur-
rency, is substantially stated hereun-
der. It should be noted, however, that
in certain respects, the program is fol-
lowed by the Federal examiners to a
more or less extent.

“]. Cash. The cash should be
counted and the total compared with
the books of the bank. Cash items
should be carefully scrutinized, and
any improper items, such as unposted
checks held for the purpose of not
showing overdrafts, and other items
that can not be readily converted into
cash, should be reported.

2. Securities. The bonds and other
securities of the bank should be ex-
amined and those not on hand should
be verified by reference to the receipts
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of the parties with whom they are de-
posited and if the receipts are old they
should be verified by .correspondence.
The market value and the amount at
which carried on the books in the ag-
gregate should be shown, and any
stocks held by the bank should be
listed, with a statement showing the
reason the securities were taken by the
bank.

3. Loans. The notes should be
carefully checked and their total com-
pared with the general ledger. The
genuineness, value, and security of
each note, and of any collateral there-
to, should be carefully determined, and
any losses ascertained, or probable, in
the judgment of the committee, should
be noted. The liabilities of each of the
larger borrowers and loans to affiliated
interests should be aggregated and
carefully considered. The report
should also show the general character
of the loans—whether well distributed ;
the general character of the collaterals;
whether corporations in which officers
or directors are interested borrow to
an undue extent; also any large lia-
bilities of the officers or directors. It
should also be shown whether all pa-
per claimed by the bank as its own
property, including collaterals, is prop-
erly endorsed or assigned to it, and all
mortgages recorded. Any loans ex-
ceeding 10 per cent. of the capital and
surplus of the bank should be reported.
The signatures of all note makers and
endorsers should be carefully scruti-
nized, and any erasures and alterations
or any indications of manipulation
should be carefully investigated and re-
ported to the full board. All overdue
paper should be listed and comment
made as to its collectibility.

4. Certificates. The certificates of
deposit and the cashier’s checks should
be verified.

5. Due from Banks. The bank’s
last reconcilements of accounts with
correspondent banks should be com-
pared with the bank’s books and a
transcript of the bank’s account from
the date of the last reconcilement to
the date of the examination sent to
the correspondent bank with a request
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for verification. Balances with non-
meraber banks in excess of 10 per cent.
of the capital and surplus should be
reported.

6. Deposits. Individual ledger bal-
ances should be verified by calling in
pass books, by sending out reconcile-
ments of certain accounts selected by
the directors, or in some other suitable
way.
7. Overdrafts. They should be
totaled and carefully considered, and
the report should show any estimated
losses.

8. Profit and Loss. The committee
should consider carefully the ‘“profit
and loss” and the “expense” accounts,
with a view of determining whether
the charges against those accounts are
proper, whether the earnings of the
bank warrant the expense charges, and
whether the bank is making a legiti-
mate profit.

9. Methods. The examining com-
mittee should inquire carefully into the
arrangement of the working affairs of
the bank and ascertain whether any
employee who keeps the individual
ledger receives deposits or balances
pass books; and whether the employees
are properly bonded, and in whose cus-
tody the bonds are lodged.

10. Due to Banks. Any liability of
the bank for borrowed money, includ-
ing money borrowed from other banks
on certificates of deposit, should be
listed, and the proper authority and the
necessity for such borrowing ascer-
tained.

11. Deficiencies. The report of
the directors or the examining commit-
tee should show that these points have
been covered, and should recite any
deficiencies discovered.

12. Statement of Condition. The
report should also contain a complete
statement of the total assets and lia-
bilities of the bank, with any additions
or deductions that in the judgment of
the directors should be made as a re-
sult of their investigation. There
should also be included a detailed
statement of the loans which the direc-
tors estimate as worthless, doubtful,
or insufficiently secured, giving reasons

ﬁ’"

therefor, and as nearly. as possible the.
real value. - - ,

18. General. A statement should
also be made of any matters which in
the opinion of the committee affect in
any way the bank’s solvency, stability,
or prosperity. An examination twice a
year, along the lines indicated, by a
committee of the directors who will
give sufficient time to the work to make
it thorough and complete, can not fail
to be of great benefit to all concerned,
and this the directors owe to the
shareholders who have placed them in
their positions of trust. A complete re-
port of each examination should be pre-
served in the files of the bank and be
accessible to the bank examiner when
examining the bank.”

That the directors of the average
bank could not comply with the fore-
going program is beyond question.
Even if they possessed the technical
ability or experience to do it properly,
they could not afford to spend the time
required in making so extensive an ex-
amination.

Aside from the technical operations
involved in the examination, it is the
desire of the modern director to see the
operations as a whole rather than in
detail, and the close examination of
ledgers, cash, securities, notes, is often,
in the words of a prominent manufac-
turer, “the most confusing milieu that
I ever faced.” The successful business
man finds that his success is most often
due to his keen analysis of accurate,
capably drawn, reports, not only of a
statistical nature, but as to accounting
system, policy in matters of detail and
policy as practiced in major operations.

In recent years, well managed banks
have been employing certified public
accountants to make periodic examina-
tions of the banks’ affairs. These ex-
aminations are usually made at the in-
stance of the examining committee of
the board of directors to whom a com-
plete and comprehensive report is ren-
dered, thus entirely relieving the ex-
amining committee of its time-consum-
ing duties.

The report usually covers the follow-
ing points:
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Financial Condition :

(a) Statement of condition as at the
date of the audit.

(b) Specific comments on all re-
sources and liabilities, together with
relative supporting schedules.
Earnings:

(a) Statement of income and profit
and loss.

(b) Comment as to specific items,
stating causes of loss or gains and
comparison with previous periods.

System:
(a) Opinion of system in operation.
(b) Recommendations.

Management
Violations
General

The scope of an examination by cer-
tified public accountants includes or
should include, in addition to all the
work outlined in the foregoing pro-
gram, methods of detecting shortages
or manipulations.

As has been said in a previous para-
graph, the value of the independent
examination by the certified public ac-
countant is more to the modern bank
director than a mere proof of satis-
factory condition. It is indeed a fre-
quent event for directors to find that
the examination points out improve-
ments in the system which greatly ex-
pedite operations and reduce the cost
of handling details.
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But more important even than these
savings and the savings which they in
turn lead to, are the effects of a com-
petent examination upon the directors
themselves. The way is often pointed
to new business activity and to oppor-
tunities for greater profits and greater
service to depositors and borrowers, to
the mutual advantage of each person
concerned in the transaction. The re-
ports themselves enable the stockhold-
ers and directors to make more intelli-
gent decisions when matters of policy
are brought to their attention.

Less tangible, yet equally important
in the conduct of the banking institu-
tion is the effect of the examination
upon the employees themselves. It has
been repeatedly shown that the mak-
ing of the thorough, independent ex-
amination has a salutary effect upon
the entire force. It improves the
morale and keeps the men keyed up
not only to their responsibilities but
also to their routine duties of the day.

The facts then account in a very
large measure for the tremendous in-
crease of late years in the number of
banks throughout the United States
which are periodically putting through
an independent examination under the
supervision of the examining committee
of the board of directors but utilizing
the services of certified public accoun-
tants. This procedure .seems, indeed,
almost certain to become a universal
one, as regular a procedure as in past
generations it was an uncommon one.



An Examination in Banking
" With respects to Thomas A. Edison

By William H. Kniffin, Jr.

Who invented interest? Was it a
profitable invention?

What was the “stsxssxppl Bubble?”
Why did it burst?

Who was John Law?

Why is red ink red?

When was the Federal Reserve Bank
born?

Who was the doctor?

How far is it from officc boy to
president?

Who gets the protest fees?

How much would you loan on a ton
of prunes?

When you put your “John Han-
cock” on a note do you have to pay it?

Who was Ponzi? Explain how he
did it.

What is meant by the “mint par of
exchange?

What is a mark?
or a bad one?

Where is Wall street?

Why does it begin in a graveyard
and end in a river?

Who are the “lambs?”

What is a bucket shop?

What is the voltage of a stock ticker?

Will it kill?

Who invented overdrafts?

What is a “go back?” Where does
it go?

What kind of acid is found in some
bank tellers?

Who started the first bank?
was president?

Give the history of money in brief.

Who tried to get gold from sea
water? Did he get any?

What is the capital of the National
City Bank?

Who made the first fountain pen?

What are the qualities of a good
loan?

What kind of cotton is used in money
bags? Who holds the bag?

What is meant by amortization?

Amortize the following: Bond of
$1,000 carrying 6 per cent. bought to
net .05678, due five years, at 108187,

Is it is good mark

Who

interest January and July.
day it was paid for.

- What kind of wood is used in lead
pencils?

How long does it take to raise a
pencil ?

Can a bank note be raised quicker?

Can a bank clerk get married on
$1,200 a year? Why not?

Do women make good bank clerks?
How long do they remain?

Where are bank notes laundered?

Where do rubber bands come from?
Where do they go?

What effect would the assassination
of Lenine have upon exchange between
Petrograd and Calcutta?

Who wrote Lombard Street?

Draw a map of the Erie Railroad?

What is the security behind the Erie
prior lien bonds?

Bought the

What is a debenture bond? A first
and refunding bond?
A first consolidated refunding

bond? A consolidated prior lien, col-
lateral trust first refunding debenture
bond?

What stocks are sure to go up?

How many ties are there in a rail-
road mile? Are there any home ties?

Why does a bank charge ten cents
to cash a check? Who gets the ten
cents?

What is exchange?

If you make lead nickels, where will
it lead to?

Is a red headed man a safe bank-
ing risk?

How about a “cock-eyed” man?

What do you understand by protest?
Give the legal and practical reason for
protest.

If a check reads “five dollars” and
the figures are $500, which amount
should the bank pay?

If a check is raised from $5 to $500,
what amount may the bank charge
against the customer’s account?

Where do we get “‘quick” silver?

What are the duties of the ‘‘glad
hand man” of the bank?
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When BOSTONwasa City of 80000

HIS WAS IN 1836—the year when Benjamin T. Reed

convened eleven leading Boston merchants and manu-
facturers in the famous Exchange Coffee House, to organize
a bank.

With Mr. Reed as President and a $500,000 capital, The
Warren Bank opened for business. A cashier, a teller, a
bookkeeper and a messenger comprised the staff. The title
was shortly changed to The Shawmut Bank. Through vision
and faithful service the new bank thrived. In 1864 incorpora-
tion was secured as The Shawmut National Bank.

Following a reorganization in 1898, the present title—
THE NaTONAL SHAWMUT BANK of BosToN—was adopted.
Since that year, the growth of the bank has been consistent.
Deposits increased from $30,000,000 in 1899 to more than
$140,000,000 at this date. The service organization now
includes over 1600 branches and connections, giving this bank
representation all over the world.

The policy of this 85-year-old institution is very ably ex-
pressed in the words of a former Chairman of Directors,
.. a large, strong, powerful bank, conducting a wise,
conservative, but progressive business. It will not devote
itself to any particular or exclusive line of the banking busi-
ness. Its aim will be to accommodate all classes of business
and all classes and kinds of people; to accommodate and do
business with the small merchant as well as with the rich.”

THE NATIONAL SHAWMUT BANK of BOSTON
Resources far exceed $200.000.000
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How To Get Bank Advertising Ideas

By EARL R. OBERN,
Manager Publicity Department, Noel State Bank, Chicago

MaNy MEN wHo direct adver-
tising campaigns for banking
institutions are overlooking a
most important field in their
search for new ideas, which
make good advertising copy.
One authority has said, “A
new idea applied to advertis-
ing would be one which has
never been used in its particu-
lar setting. That new ideas
are one of the essentials which
go to make up good advertis-
- ing copy is generally recog-
nized, but the problem has al-
ways been where and how to
catch them. One fruitful
source of material and one
which has been scarcely ex-
ploited is to be found right in
the heart of the community
where the advertising man
lives. Why should a bank pub-
licity manager sit hunched up
over his desk day after day,
grinding out copy conceived
within the narrow confines of
his office, when he can step
outside the door and in a few
bours time collect enough sub-
stantial ideas to cover all his
immediate needs? Nor is this
an entirely new departure. For
example, take the case of some
of our great manufacturing
concerns.  Their advertising
copy writers and sales promo-
tion men are sent over certain
territory with instructions to
keep their ears “close to the
ground.” That is, they are ex-
pected to find out through di-
rect contact with the firm’s
customers in what respects the
company is failing to meet lo-
cal needs and how the service
can be improved. All sugges-
tions and criticisms coming

from customers, clerks who
handle the goods, and pros-
pective buyers are referred to
the home office. To be brief,
these firms keep their fingers on
the business pulse of their ter-
ritory and capitalize the ideas
furnished by their prospective

clients. Herein lies the cue for
the man who is handling bank
advertising.

In the following paragraphs
I am relating some of my ex-
periences in talking and mix-
ing with the people who live
and work within the immediate
environs of our bank. They
have been selected at random
out of many like examples
which occur every week and

(Continued on page 61)
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This is the second of a series of advertisements in the New York newspapers
featuring the various branches of the Irving National Bank. The typo-
graphical arrangement is unusually pleasing.
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Banking Publicity
Mouthly Publicity Section

Tux BanNkErs MAGAZINE
258 Brosdway, New York

JULY 1921

BANK publicity men will
be interested to learn
that the world’s most fa-
mous bank has started the
publication of a house or-
gan. “The Old Lady of
Threadneedle Street” is the
title and of course the bank
is none other than the Bank
of England.

This publication is de-
scribed on the cover as “A
Journal of General Inter-
est, Produced by the Staff
of the Bank.” It is to be
published quarterly. Its
editorial contents consist
of essays, verse, stories,
staff news, obituary and
club news. Besides the
Bank of England Club there
are staff clubs devoted to
art, literature, dancing, mu-
sic, amateur drama and
opera, rifle, shooting, bil-
Lards, ericket,- football,
golf, racquets, fives, swim-
ming and ténnis.

That the bank house or-
gan has won a permanent
place for itself and is no
longer to be considered as
en experiment is given am-
ple proof in its adoption by
the most conservative bank
of the world’s most conser-
vative nation.

&

THERE’S NOTHING LIKE hav-
ing your friends stand by
vou. Someone started a
foolish and unnecessary run
on the Security National

‘additional deposits.

Bank, Dallas, Texas, last .

May. The Federal Reserve
Bank, the Clearing House
and other organizations is-
sued reassuring statements;
business houses published
advertisements  expressing
confidence and the Rotary

Club adopted strong resolu-,
and

tions of
many

confiderice,
members announced
. The
bank weathered the storm
all right, as it was perfect-
ly solvent.

&

Tue NEw vork Telephone
Company has inaugurated a
plan for its employees to
become systematic savers by
deductions from their pay
envelopes. The plan pro-
vides for the opening of in-
dividual accounts for em-
ployees in selected savings
institutions, with the com-
pany acting as agent of the
employees. By simply sign-
ing an authorization card a
complete savings bank ac-
commodation is afforded the
cmployees, with full control
left in the hands of the in-
dividual. This seems to be
a good idea for banks every-
where to encourage in the
case of large employers of

labor.
&

THE BANK ADVERTISER DOES
not usually have to take the
chances which many mer-
chants and other general
advertisers do at times. For
example, take the haber-
dasher or department store
which advertises extensively
in the morning newspaper
to sell straw hats. It turns
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out to be a cold and rainy
day and the sale of straw
hats is only about half what
it would have been on a
hot, sunny day. Nothing
like that in the banking
business. In fact, prepar-
ing for the “rainy day” is
a piece de resistance of

‘bank advertising.

WHEN A VERY ALERT trust
company man saw in the
proof of a proposed adver-
tisement for his institution
the phrase, ‘“Committee for
Incompetents,” his comment
was, “I think there are very
few incompetents going
around looking for a trust
company to take charge of
their affairs.” It doesn’t
seem worth while to adver-
tise that function, inasmuch
as it is usually performed
upon appointment by the
court.
-

VARIETY SAVORS EXISTENCE.
It is human nature to grow
weary of the old, to tire of
monotony, to become drowsy
and indifferent when the
same story is told repeated-
ly in the same way. New
ideas, new ways of present-
ing facts, new designs, new
color schemes, new methods
of stimulating interest are
essential to the continued
and increasing success of
your advertising printing.
When you get out your next
booklet, make it different,
more attractive, more con-
vincing, than any you have
previously issued, if you
want it to do the utmost for
you in influencing business.
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How To Get Bank Adver-
tising Ideas

(Continued from page 69) thO’S Who in

all of them took place within a . .
five-minute walk from the
front door of the bank. Bank AdvertlSlng

One evening several weeks
ago I wandered into a nearby
pool hall. A game was in
‘progress at every table and a
.group of hangers-on were sit-
ting along the wall. - Clouds of
smoke floated over the room
making for that general atmos-
phere of relaxation, where the
men of the neighborhood talk
and express their ideas freely.

One young chap piped up:
“Say, have you noticed the new
bank building lately? I'm go-
ing to start saving my money
and put it in a savings account
‘when the bank moves into its
new quarters.”

This was my cue to break
rinto the conversation: “Don’t
syou think the building is too
‘large for that bank? It’s go-
-ing to be exclusively occupied
by the bank, you know?”

“Naw,” replied this youth of
twenty, not knowing that I had
any connection with the bank.
“That bank’s growin’ and be-
lieve me they’ll need a big
building soon.”

After all, this youngster had
struck the heart of the matter,
though in a crude way, and
yet here was inspiration for
advertising copy. This little 0. HOWARD WOLFE
dialogue gave me a new idea, Cashier Philadelphia National Bahk, in charge of publicity
which I worked up into an ef-
fective advertisement, explain-

ing that our new building was R. WOLFE became associated with the Phila-
being erected with ample floor delphia National Bank in 1899, but later left
pace for future expansion. " the bank to becom f the Cleari

I went back to the pool- e secretary of the Clearing-House
room a few evenings later and section of the American Bankers Association. In
one of the boys who knew me that capacity he showed great energy and became

said: “Say, what are those

first mort gold bonds you an authority on clearing-house matters. He resign-

are advertising?” ed to return to the bank as assistant cashier and
In the midst of my explana- was elected cashier in 1917.

tion some half dozen fellows Mr. Wolfe is in charge of the publicity for the

collected around us. I saw my bank d h . R

chance and sald, “You fellows , an as always been a prime mover in all

come over to my office right advanced organizations for better advertising.

pow. It's late, but I can get
in and I'll show you what
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The Commercial National Bank of Shreveport, Louisiana, is developing a
banking-by-mail business. The above chart was issued by the bank to
show the scope of its service.

those bonds are and what an
important part they play in
your everyday life.”

The whole group went over
to my office with me and after
a fifteen-minute session, two
or three of them became inter-
ested enough so that they re-
turned a few days later and
made their first monthly pay-
ment on a first mortgage. The
following is the advertising
copy that suggested itself to
me after this particular ex-
perience:

DO YOU KNOW WHAT AN IM-
PORTANT PART BONDS AND
MORTGAGES PLAY IN YOUR
EVERY DAY LIFE?

Bond issues today have become
the best way of ralsing money
for building schools, apartments,
residences and factory bulldings.

‘Whether you know it or not,
you are Investing much money in
bonds. Fraternal societles and
insurance companies invest their
reserve In bonds and mortgages
—your dues and premiums fur-
nish the money.

Every trust fund and estate
has a portion of its money In
mortgages and bonds.

By putting your money to work
in a 6 per cent. first gold mort-
gage, or first mortgage gold
bond, you will have the same op-
portunity for a safe Investment
at a good return, as that en-
joyed by wealthy men.

It you are not able to pay cash
for these mortgages or gold
bonds buy them on our monthly
payment plan, and earn 6 per
cent. while you save.

One day while purchasing a
leather portfolio 1 found that

I did not have enough cash in
my pocket to pay for it. “Will
you take a check on our
bank?” I asked the proprietor.
“Sure,” he replied, “and by
the way we ought to have our
account there. We are now
banking with a large bank
downtown which is rather in-
convenient for us at times.”
“We would be mighty glad
to serve you,” I said, “and
when we get in our new build-
ing we will be in a position to
give you both the convenience
and service that you get down-
town, and all within five min-
utes of your place of business.”
This man came in later and
opened an account with us and
is today one of our best cus-
tomers. This incident brought
the selling point of *“conveni-
ence” forcibly to our attention
and 1 have used it regularly,
to good advantage in our ad-
vertising copy ever since.
Barber shop discussions fre-
quently offer good copy for the
advertising man. I have in
mind a conversation overheard
a short time ago while waiting
for my “next”. One of the
barbers liked his liquor pretty
well and the prohibition ques-
tion was uppermost in his
mind.

“Well, Bill,” said the man in
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the chair, who knew the bar-
ber’s weakness, “I know where
you can get more than one-
half of one per cent.”

“Good stuff?” asked the bar-
ber.

“You bet.”

“Hm-m-m,” said the barber,
“le¢ me in on the secret
Where can you get it?”

“Why, er you can get 8
per cent.—interest at the bank
across the street.”

Here was a suggestion that
was right up to the minute—
the theme was timely and car-
ried a universal appeal, at
least for our neighborhood.

The next day a show card
appeared in our window as
follows:

THE LAW ALLOWS ONLY
“one-half of one per cent.”
But, we give three per cent. in-
terest on Savings Accounts.
START TODAY
$1.00 will do It

By the way of interest, I am
including an incident which
took place in the bank and
which indicates how the adver-
tising campaign of one concern
may rebound to the benefit of
other business men in the lo-

~

' VPlanters National Bank
MAIN AND TWELFTH STRESTS

Gl miturpbm, - < - s

This Richmond bank is running a
series of safe deposit advertisements
based on historical examples. The bank
reports that this series is attracting
wide public interest and has been
unusually sucoessful.
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The series of advertisements by the Union Trust Company of Detroit reproduced above are good examples of the

cdal instituti

growing tendency among fi

to use illustrations in connection with copy. These illustra-

tions not only attract greater interest but ;dd force to the arguments of the text.

cality. We learned that there
were several well know artists
in our neighborhood and plan-
ned to exhibit their paintings
in our bank. We featured the
exhibit in our newspaper pub-
licity and many people came
in to examine the work of the
local artists. There was a di-
rect appeal here to local pride
and the exhibit pulled strongly.

Many of the mothers in the
neighborhood, who came into
the bank and saw the paint-
ings, remarked, “I wish I could
get my children interested in
doing something like that.”

A stationery merchant and
one of our oldest customers
overheard one of these re-
marks while he was in the
bank and said: “That gives me
8 good idea.”

The next day he ordered
fifty artist sets for beginners
and made an attractive win-
dow display of them in his
store. I saw him a few weeks
later and he said, “Do you
know that the exhibit at your
bank stimulated the interest
for art in this neighborhood?
I sold over fifty sets of ar-
tist’s material and have had to
order a new supply to meet
the demand.”

This man had his ear “close
to the ground.” He capitalized
an advertising campaign de-
signed primarily for our bene-
fit, which turned out to be of

value not only to ourselves but
to our customer as well.

In the course of an ordinary
banking day, one meets people
of widely divergent temper-
ment, ranging from the conser-
vative business man to the ec-
centric character who runs a
little one-horse shop tucked
away in some remote alley. I
dropped into one of these old
curiosity shops one day to chat
with the proprietor. In the
course of the conversation he
asked: “What about those

The above is an example of an unusu-
ally strongibanklemblem.

first mortgage gold bonds you
people are advertising?”

I made a brief survey of the
proposition and he replied,
“Well, that sounds pretty good
to me. You see, I have $500
in a checking account in your
bank and I'm thinking of plac-
ing it in some safe investment.
I'll be over Saturday night to
see you.”

Three months passed and he
did not appear at the bank. I
again called on him and this
time he handed me a circular,
advertising a promotion scheme
which on the face of it did
not appear to be a safe invest-
ment.

“Do you know anything
about this thing?” he asked.

“No actual facts,” I replied,
“but I will investigate it for
you if you like?”

Upon returning to the bank
1 learned that one of our di-
rectors had looked into the
matter thoroughly and had
made an unfavorable report.
1 called up the man and read
the report to him and then
asked, “Do you still want to
invest in that scheme?”

“No,” was the emphatic
reply and the next day he
came over to the bank and in-
vested his $500 in one of our
real estate gold bonds. I
found out later that a waiter
in a nearby restaurant had
tried to induce him to put his
money in this unsafe invest-
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East, West, North
or South

There is no path over
which business or pleasure
may direct your steps that
we cannot help to make
smooth and comfortable in
assuring log yoqhgx.}gfom}
courtesy and availability o
funds for disbursements in-
cidental to travel.

Our more than twenty-
five hundred foreign cor-
respondents in two thou-
eand cities of over one hun-
dred countries make it pos-
sible to proffer this service
through our Travelers’
Letters of Credit, issued in
Dollars and Sterling.

Inquiries Invited
Fereign Department

AMERICAN EXCHANGE
NATIONAL BANK
128 BROADWAY
New Yeork

The above is a good example of a
foreign department advertisement
which tells a big story in a little space.

ment scheme. It gave me the
“idea” for the following copy.

‘““GET RICH QUICK"” SCHEMES
ARE NOT SAFE IN-
VESTMENTS

Do not risk your money in a
scheme that vanishes over night
and leaves you discouraged and
penniless.

Always question the safety of
an investment that promises sure
and large gains.

Keep your money In this strong
bank where it will be safe from
loss, fire or theft. Be content
with a steady Interest return
from a Savings Account until you
have enough money to buy a
First Gold Mortgage.

Consult any of our officers as
to the soundness of an iInvest-
ment.

Nor are the publicity man’s
experiences confined to people
of our own race or color. Take
this case for example. There
is a Chinese laundry near our
bank where the Chinamen work
night and day. One evening I
went there to have some col-
lars laundered. The head

chinaman said, “You work with
bank?”

“Yes, Charlie,” I replied,
“what can I do for you?”

“You sendem money to
China?” .

“Sure, all the time. We have
a special department for this
purpose. Many people around
here send money to all parts of
the world through our bank.”

“Last time I sendem money
through another bank down-
town. Next time I come to
see you.”

He was true to his word and
has been coming to us ever
since. The copy for our next
advertisement on Foreign Ex-
change read as follows:

COMPLETE FOREIGN BEX-
CHANGE BSERVICBE

Money sent to all parts of the
world at lowest market
rates.

In conclusion, the writer has
found, through seven years’
experience as a publicity man
that many of his most success-
ful scoops have been built up
against a back-ground of com-
munity interest. It is his con-
viction that all bank advertis-
ing men can profit immeasur-

ably by:

Mixing with the people in
the community.

Making it a point to visit
the clubs, pool-rooms, barber
shops, cigar stands, and other
places where individuals con-
gregate in the neighborhood

Asking people whom you
meet on the street if they
have heard of the new kind of
service your bank is about to
install or what they think
about your new location or any
matters which are of vital in-
terest to the bank or the com-
munity and keeping a record
of their replies.

Mingling with your custom-
ers and prospects at their so-
cial affairs.

Helping them solve their fi-
nancial and business problems.

Keeping in close touch with
their home life and its prob-
lems.

Getting to know their needs,

desires, ambitions, peculiar
traits and characteristics.

Gaining their confidence as
an individual as well as a
banker.

The suggestions listed above
do not entirely exhaust the pos-
sibilities of the field, but they
do provide direct means of
coming in contact with novel
and interesting bank advertis-
ing ideas which have a real
human interest appeal to the
people of the community.

- )
How Banks Are Adver-

tising
WRrITING 1IN Printers’ Ink the
“Schoolmaster” thus describes
a recent visit to Cleveland:

About a year ago the School-
master was in Cleveland and in
the window of the Union Trust
Company he saw a unique win-
dow display that caused passers-
by to stop and investigate. That
window he described to the class
at the time.

Again this year business took
the S8choolmaster to Cleveland,
and as he approached the Union
Trust Company he was sur-
prised to see quite a gathering
of people In front of the win-
dow. “Is this again, or yet?"’ de-
manded your pedagogue, elbow-
ing his way up to the window.
What he saw was a small, badly
battered safe which had been
broken open by a burglar with a
cold chisel and a sledge-hammer.
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Lots of people have never heard of
“ The Temple of the Sun,” but just the
same they were interested in this adver-
tisement and incidentally in the safe
deposit service of this Richmond bank.
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Above are reproduced four advertisements appearing in out-of-town newspapers booming Buffalo as an

The safe was a wreck. At the
other end of the window were
grouped a number of pictures of
fires in which valuables had been
lost, with a placard in the cen-
ter of the group reading: ‘You
may think your valuables safe
in your office or home. These
people thought the same.”
““This bank seems to have a
corner on ingenuity as applied to
window displays thought the
Schoolmaster as he walked on up
the street. “Wonder {f they
never run out of ideas. There
can't be many possible ideas for
bank window displays, anyway.’
And then your preceptor got a
lesson in advertising, for he was
suddenly confronted by the win-
dow of the Guardian Bank, be-
fore which a group of people was
gathered. In the window were
several Aladdin cooking utensils
in various stages of manufacture
and two bright new Perfection
oil heaters, all of which are made
by the Cleveland Metal Products
Company. The display was
flanked by photographs of this
company’'s plants. And in the
foreground was a sign reading:

ALLIES—
CLEVELAND INDUSTRIES
AND THE
GUARDIAN BANK
It was a most effective visuali-
zation of the tie-up between the
bank and one of the city’s in-
dustries. It said in effect, “We
help to make New Perfection ofil
stoves and Aladdin cooking uten-
sils possible.” It gave the man
on the street a new and graphic
conception of the function of a
bank and its relation to the in-
dustries of the city. Undoubtedly
it isn’t a new idea, but it aid
prove a most convincing demon-
stration to the Schoolmaster that
there is no end to the possibiii-
tles of even bank window dis-
plays. Apparently the same rule
applies as to window displays for
any other line of business: get

an idea and then vis it

SEVERAL THOUSAND KEYRINGS
were given away upon the
opening of the Orrville (O.)
Savings Bank a few weeks ago.
Each one of them was num-
bered and registered at the

industrial center.

bank when given out. Within
a short time Ring No. 11 was
returned to the bank having
been found on the floor of a
railroad coach at Pittsburgh.
This led to the prompt return
of the keys to the owner.

TaHE UN1ON & PLANTERS BANK
and Trust Company, the well-
known “U & P,” of Memphis,
Tenn., M. F. O’Callaghan, in
charge of publicity, makes con-
siderable use of “reverse” cuts,
that is, white letters on black
background.

IN CONNECTION WITH an em-
ployees’ savings account cam-
paign, The Northwestern Na-
tional Bank, of Minneapolis,
sent out to its depositors this
letter:

Dear 8ir:

Everyone in The Northwestern
from the president down—includ-
ing the directors—is assigned to
one of the twelve savings teams
in our savings account campaign
which started April 15. These
teams are hotly contesting the
right for first place and the re-
sults so far are extremely gratify-
ing. We know that you are in-
terested in your bank and its
progress and growth and we feel
also that you will be interested
fn the campaign.

You, too, are a member of the
Northwestern family and we
thought possibly you would like
to get into the contest. You may
have friends who should have a
savings account; perhaps you are
not on our savings books. No
doubt there are a great many
people who, by ald of a good
word from you, would make this
their banking home. While the
campaign s primarily for sav-
ings accounts we shall be glad
to include checking accounts as
well.

This request i{s, of course, based
on the assumption that our
earnest endeavor has not missed

the mark and that you are
pleased with the treatment and
service you have received here.

We will appreciate it {f you
will i1l in the space below with
the names of any friends who ap-
peal to you as live prospects.
This will enable us to follow them
up and perhaps get their ac-
count. If you have no objections,
it will carry additional welght to
our arguments to mention your
name.

Please accept our thanks in
advance for anything you may do
to lend a helping hand to your
bank and to assist in making thia
campaign a success.

Very truly yours,
A. A. McRAR,
Vice-president.

IN orpER TO Stimulate the in-
terest of children in their say-
ings accounts The American
National Bank of Richmond,
Va., recently distributed Little
Red Riding Hood blotters,
containing the following mes-
sage:

Delgr Little Girl:

Fairy 1 this Banks ™ Hor “naco)
18 “In-ter-est.” When you save
a dollar and put it in this bank

she waves her wand over it and

three pennies hop up and st
beside it. P and
Every dollar you put in this
bank the good fairy '‘In-ter-est’”
turns Into a dollar and three
pennies; 80 you see the more dol-
lars you save, the more pennies
the good fairy will give you to
go with them.
Your friend,
THE AMERICAN NATIONAL
BANK

To coMMEMORATE THE first an-
niversary of the establishment
of the United States Mortgage
and Trust Company (New
York) Club, The Trustgage,
the bank’s house organ appears
in a new form and will here-
after be published monthly for
the discussion of matters of in-



The
of Banking._.Service

Moo
The Sand pud the Commuety

Bl
il
!

e
iyl
i

This series of advertisements was written by Miss Minnie A. Buzbee, adver-
tising manager of the American Bank of Commerce and Trust Co., Little
Rock, Ark. Miss Buzbee was awarded first prize by the Arkansas Bankers
Association for the best series of six display advertisements covering the rela-

tion of a bank to the public.

terest to the bank’s employees.
The editorial staff includes:
A. Harris Horton, John S.
Mayer, Carroll Ragan and
Blinn F. Yates.

Tae Foeurry Trust CoMPANY
of Philadelphia has issued a
booklet entitled “The Modern
Strong Box” in order to stimu-
late interest in its safe deposit
department.

As A seavice to its depositors
and correspondents the Mer-
chants National Bank of Bos-
ton publishes each month three
statistical summaries. One is
on cotton; one on woolen
and worsted, and one on
hide and leather. These sum-

maries are in great demand
throughout the country and are
universally regarded as auth-
oritative.

Tue AMericaN NaTioNaL Bank
of Pendleton, Oregon, has re-
printed in booklet form a
series of advertisements which
it has been recently running,
each one using a bird as a
text. For example, here is one
on the Magpie:

THE THIEVING
MAGPIB

As with people, certain
species of animals and birds are
not very honest. In fact, some
are known for their thieving
characteristics.

The magpie will steal, and
carry away anything he can get
hold of, though most of the stuff
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is of no use to him, simply so
much ‘“‘gathered junk.”

It is easy to drift into the
habit of wasting time with petty
matters, overlooking the one big
opportunity, the big object in life
each ome ought to strive for.

Acquire the saving habit; {t
opens the doors to opportunity.

Tue CoMMERCIAL SAVINGS
Bank and Trust Company of
Toledo renders a wide diversity
of financial services. These
are summarized in a folder re-
cently issued as follows:

HOW WE CAN SERVE YOU

1. Savings department pays 4
per cent., compounded July 1 and
January 1 on funds on deposit
three months or longer. Deposits
made on or before the fifth earn
interest from the first of the
month.

2. School savings department
serves the little folks.

8. Christmas savings depart-
ment is helping thousands to save
for Christmas 1921.

4. Commercial department pro-
vides checking accounts for in-
dividuals and business firmsa.

§. Trust department receives
wills for safekeeping, acts as
executor, trustee and administra-
tor, manages property, cares for
securitles; in short, renders every
trust service.

6. Safe deposit department pro-
vides private boxes and safe stor-
age at $2 per year and up.

7. Forelgn exchange depart-
ment furnishes foreign and dom-
estic drafts, money orders and
travelers’ checks.

8. Loan and discount depart-
ment makes loans on approved
security, handles collections, and
issues certificates of deposit draw-
ing interest at 4 per cent. from
date of deposit If held three
months or longer.

9. Real estate loan department
makes first mortgage loans to
home-owners.

10. Bond department buys and
sells Liberty bonds and govern-
ment certificates.

11. Bookkeeping department
records our customers’ transac-
tions.

12. Safekeeping department
cares for Liberty bonds, Victory
notes and other government se-
curities.

THE Security Trust and Sav-
ings Bank of Yuma, Ariz, is
sending out advertising litera-
ture to stimulate interest in
fire insurance.

Tae  INTERNATIONAL  Taust
Company of Boston sent out
the following notice with its
monthly statements:

SMALL ACCOUNT

There is a very general feel-
ing that small checking accounts
are not desired by banking insti-
tutions. Regardless of the policy
of others, the International Trust
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Company {8 glad to welcome and
to carry without charge, furnish-
ing free check books, checking
accounts with an average balance
of $100 or over. Of course there
is no direct profit in such an ac-
count, but it is our theory that
the advertising value of a satis-
fled customer i{s worth more than
the cost of carrying the account.
There is the further important
consideration that many small
balances become large and valu-
able, bringing to us not only
profit but the satlsfaction of hav-
ing assisted In a worthy cause.
We therefore hope you will
recommend the International
Trust Company to your friends
for small as well as large ac-
counts and for the many other
lines of banking service which we
gladly render, such as savings
department, safe deposit, ex-
change and foreign money of all
kinds, acting as executor and
trustee under wills and, in fact,
nearly every legitimate line of

banking endeavor.

CHAS. G. BANCROFT,

President.

IN A roLDER ENTITLED “A
Heart-to-Heart Talk With
Our Depositors,” The Me-
chanics National Bank of Wor-
cester, Mass., says:

As a patron of this bank you
should receive and feel that you
are receiving the very best serv-
ice we can render.

If by any chance you do not
feel that you are getting good
service, we want you to tell us
80 frankly. We are anxious to
correct any such condition.

This 18 your bank. We appre-
clate your business and we are
endcavoring to make our service
mean much more than merely
giving ordinary attention to your
affairs.

In other words, we are trying
to be interested with you in your
business problems and to serve
you as nearly as possible in the
way you want to be served.

Experience teaches us that the
more we cooperate with our pa-
trons the more enthusiastic they
will be about our service and the
more likely they will be to bring
new business to us.

For instance, you might be in-
terested to know that a majority
ol all new bushmess now coming
to this bank originates directly
or indirectly from personal rec-
ommendations of one kind or
another.

We are proud of the fact that
our patrons are so faithful and
are assisting so materially {n the
growth of this Institution. We
value highly this spirit of loyalty
and wish to reciprocate by giving
themi the very Dbest service of
which we are capable.

You, too, can help your bank to
grow and to become of greater
and greater assistance to your-
self and to the people of this
community.

Every now and then you can
say a word or write a line to
your friends, relatives and to
persons with  whom  you have
business dealings, suggesting that

as your relationship with this
bank has been so pleasant you
would llke to see them make a
similar connection.

We belleve that your recom-
mendation of our service will be
the best advertising we can get.
A good person’s recommendation
of a good thing has just about
100 per cent. of influence.

Cooperation of this kind can-
not help but result to our mutual
benefit.

May we count on you?

The folder contains blanks
for filling in suggestions for
improved service and for list-
ing the names of possible cus-
tomers.

THE HEAD OF THE wWomen’s ser-
vice department of the First
Wisconsin National Bank of
Milwaukee, Miss Agnes M.
Kenny is conducting a series
of talks on “What Every
Woman Should Know About
Banking” These talks are
well attended and are attract-
ing wide interest.

Tue PrLanTERS NATIONAL BANK
of Richmond in a recent book-
let extended the following in-
vitation to all out-of-town
friends:

Some of these days you will
visit Richmond. So here's a real
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welcome from the Planters Bank,
to make our bank Yyour head-
quarters during your stay. We
are always glad to welcome our
out-of-town friends, and we are
never too busy to show them

around.
&

From Current Adver-
tising
Tue Fmeviry Trustr Com-
PANY OF BUFFaLo:

A FRIENDLY ATMOSPHERE

We are sincerely striving to
create a friendly atmosphere in
our banking room, a homelike
feeling that will make individuals
glad to come in on any errand.

Courtesy in all transactions,
combined with an efficlent dis-
patch of business and a spirit of
helpfulness and service is the
foundation upon which we are en-
deavoring to bulld.

THE CHATTAN00GA SaviNgs
Bank, Chattanooga, Tenn:

You are paying the price in
money, and perhaps also in sac-
ritice, to supply for your loved
ones the comforts which you
want them to have when you are
gone.

What would you do if con-
fronted with possibility that they
might fall to recelve the protec-
tion which you love and foresight
have provided.

Such a thing is not a remote
possibility. As a matter of fact
every day In the year insurance
money is being unwisely spent,

Saving
Always
Makes the
Difference

ICH men have died

a4l N

have

ence in every casé.

with as large a deposit ss

the U, 8. Covernment.

fortuncs. Saving, oe the lack of it, has made the differ-

Saving will aleo make a difference for you. Opea an accoust
reguler deposits. Your faith in your ability to get abesd will

Your savings hore net only carn 4% & year, compounded
» but are aleo under the direct supervision of

De:'mhes National Bank

and Wainut 6ts. Des Moines, Jowa
The White Banh

Resources over Tweaty Million Dollars

sad thea baild it up by

A good savings advertisement by a national bank.



68

wasted, and lost; by people of all
classes. .
- BUT—

Just as surely as you may pro-
vide with life insurance a fund
for the care of your family, you
may know positively that the
fund wlill accomplish just the
things for which .you created it.

Our Insurance trust assures
safety of principal, regularity of
income, maximum {ncome, pro-
vision of emergencies, unfailing
protection.

Tue COMMERCIAL SAVINGS
BAaxnk anxp Trustr CoMPANY,
Toledo, Ohio:

LIVING TRUSTS:
HOW TO USE THEM

A living trust may be created
for the benefit of:

1. Yourself: Under a trust
agreement (revocable or {irrevo-
cable) part or all of your prop-
erty may be entrusted to us for
management, thereby assuring
you a present income and future
competence.

2. Your family:
ties or other property may be set
aside in trust—the Income and
principal to be paid as you direct.
You may wish to establish a
fund to educate your children or
start them in business; a wedding
gift to your daughter in the form
of a monthly Iincome that will
provide for her financial welfare:
or carry out other plans for the
benefit of your loved ones. Such
things can be done easily and ef-
fectively through a living trust.

3. Your charities: Under a
living trust, benevolent inclina-
tions may be gratified and their
results observed during life.

Under a living trust, your prop-
erty is a care no longer, but a
source of satisfaction and income
to you.

Call at our maln office and talk
ft over with our trust officer, or
an Interview may be arranged
elsewhere If you prefer.

&

Cooperating With The Ad-
vertising Department

How 18 THE ADVERTISING man
going to reach the man behind
the wicket and gain his sup-
port and cooperation?

The cleverest kind of a pub-
licity campaign for a bank
may be rendered 50 per cent.
useless by a lack of enthu-
siasm among the officers and
employees of the institution,
thereby leaving the advertising
man to play a lone hand.

The advertising man can get
his stories read by the public,
or some of them, but the trick
is to get those in the bank to
show interest in the advertis-

Money, securi-

ing. You can put your mes-
sage over to the people in the
town that this bank is an in-
stitution where a cordial wel-
come, courteous treatment,
swift service, etc, are matters
of glad and happy routine, but
the difficulty lies in making the
staff of tellers, clerks and
bookkeepers inside the bank
realize that it is their chief
duty to live up to these prom-
ises. It is not a matter of
deliberate neglect on the part
of the folks inside the bank,
but a failure to understand the
situation. The average bank
man is unaware of the intimate
relationship that should exist
between himself and the pub-
licity man. He does not rea-
lize how much the growth and
progress of all banks during
the last ten years have been
due, not to his own efforts, but
to the advertising vision and
imagination, and he realizes
still less what a hard game the
writer of publicity is up
against in that the ad man is
forced into sharp competition,
not merely with other pro-
ducers of his own commodity,
but that he is competing with
fountain pens, electric fans,
shock absorbers, Paris garters,
cord tires, etc., etc, with a
thousand calls upon the pocket-
book that promise to make life
easier, richer and more enter-
taining. ‘I'he advertising man
must get to the very founda-
tion of a reluctant nation that
has lost the old virtue of fore-
sight and thrift. The figures
in the bank book must be made
to look more enticing than an
automobile, a fur coat, or
cheap jewelry.

A good many advertisers
who call themselves expert,
whose judgment may be bet-
ter than mine, think it is good
publicity to distribute prayer
books, baby rattles and other
novelties. Perhaps it is good
publicity, but you will have to
show me if the green trading
stamp methods in vogue in
some banks are ethical and pro-
duce results.
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Advertising, to accomplish
its purpose, should have the
enthusiastic support of the men
in the bank. There should be
an intelligent presentation of
the fact that the institution is
fulfilling with the utmost de-
gree of safety and economy
the legitimate purpose of the
bank, that it is keenly inter-
ested in providing its com-
munity and merchants with
necessary credit, and is help-
ing the salary and wage earn-
crs safeguard their earnings;
in other words, supporting all
the interests of the community
with vim and vigor. The ad-
vertising man who can con-
vince the public of the exist-
ence of these qualities in his
institution by backing up the
advertising with service has
done a man's size job.

No word in bank advertis-
ing has been used more indis-
criminately than the word
“Service”. In fact, it is show-
ing signs of wear amnd tear.
But for all of that, our adver-
tising is only a definite and
concrete kind of service that is
humanly possible to carry out.

The publicity department in-
vites criticism and will meet it
frankly and cordially. It is a
generally accepted fact that
advertising the reputation
of the bank's president, offi-
cers and directors generally
appeals only to those financial-
ly trained. It is the smile
from the man behind the
wicket, the quick service of the
bookkeepers and the ready
sympathy with the small de-
positor that make the person-
ality of the bank and back up
the advertising.—Union Trust
Company, Rochester, N. Y.

Simpre, direct, plain speech
is most easily understood by
the greatest number of people.
Simple, direct, plain language
makes the best advertising
speech.—Joseph H. Appel, Di-
rector Publicity, John Wana-
maker Stores.



Bank Advertising Exchange

Those listed herewith are willing to exchange booklets and other advertising

matter issued by them.

Subscribers can get on this list free of charge.

Watch for New Names and Other Changes.

A
Adams, F. R, Will Co. Nat’'l Bank, Jollet, Il
Allen, W. 8, pub.,, mgr., Southwark ‘Nat'l Bank.
: Phllade l?hla. Pa.
derso P.,, adv. mgr.,, Sacramento-San
Joaquln Bank, Sacramento, Ca
Ansley, D., Central Tr. Co., San Anton!o. Tex.

B

Bader, A. F., asst. cash.,, Old State Nat’l Bank,
Evausville, Ind.

Bailey, C. W., pres., 1st Nat'l Bank of Clarks-
ville, Tenn.

Banco Mercantll Americano del Peru, Lima,
Peru, 8. A.

Bankers Magazine, The, New York.

Bauder, R. E.,, Union Bank Bldg., Chicago, 1ll

Baugher, E. M., pres., Home Bldg. Ass'n Co.,
Newark. Ohlo.

:Bell. YW director serv., S8vgs. Bank of Utica,

Bennett. H. D., asst, cash., Capital Nat'l Bank,
Lansing, Mich.
Berger, H. C, cash.,, Marathon Co. Bk., Wau-

sau, 8.

Bernhardt, J., vice-pres., Cotton Belt 8Svgs. &
Tr. Co., Pine Bluff, Ark.

Bize, L. A., pres, Citizens Bank & Tr. Co,
Tampa, Fla.

Blethen, J. O., cash., S8ecurity Tr. & Svgs. Bank,
Yuma, Ariz.

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

Brown, G. . C., asst. secy., Tidewater Bank

Tr. Co Norfolk, V.

Brown, R. A.. asst. cash., szens Nat’l Bank,

mgr. serv. dept.,

Raleigh, N. C.

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

Burton, E. C.,, V.-P.,, Pennsylvania Nat’l Bank,
Chester, Pa.

Butzloff, H. M., asst. cash., Iowa State Bank,
Atlantic, Iowa.

Buzbee, M. A., adv. mgr.,, American Bank of
Commerce & Tr. Co., Little Rock, Ark.

C
C‘plan. H. B., secy. to pres., Canal-Com'l Tr.
& 8Svgs. Bank, New Orleans. La.

Childress, F. B. adv. mgr., Atlantic Nat’l
Bank, Jacksonvule. Fla.

Clabaugh, 8. F., cash.,, City Nat'l Bank, Tusca-
loosa, Ala.

Coon, H. J., 68 Farnham Ave., Toronto, Canada.

Corrigan, J. V., pub. mgr., Atlanta Tr. Co,,
Atlanta, Ga.

Crary, R. F., asst. cash., Internat’l Bkg. Corp.,

Culbreth, B. E., Com'l Nat'l Bank, Raleigh, N.C.

D
Daytl&m. T. 8., mgr., Guaranty Tr. Co.,

De geblan. A., adv. mgr., Equitable Tr. Co.,

Delily, H. E.,, Tradesmen’'s Nat'l Bk., Phila., Pa.

Delson, L. E pub. mgr.,, Central "Tr. Co., of
llllnou, Chlcaso, Il

De Wilde, J., pub.,, mgr., American Nat’'l Bank,
Pendleton, Ore.

Distelhorst, W., adv. div.,, 1st Wisconsin Nat’l

Bk, Milwaukee, Wis

Dysaw W. R., cash,, 1st Nat'l Bank, Ripon,

E
Eberspacher, J. C. % asst. cash., 1st Nat'l Bank,
Shelbyville, 11l
Ekirch, A., ucy., North Bide S8vgs. Bank,
N.

Enl'wortl; F. W., vice-pres., Hibernia Bk. & Tr.
Co., New Orieans,

pub..

is.

Etter, R. W., Merch. & Planters Bk., Pine Bluft,
Ark.
F
Frost, L. A., treas., Guaranty Tr. Co., Cam-

bridge, Mass.

G

Garner, P., pub., mgr., Wachovia Bk. & Tr. Co.,
Winston- Salem. N. C.

Gehle, F. g adv. Mechanics &
Metals Na.tl ank, N

Gillmore, M. 8., Buck & Glenn. Inc., Winston-
Salem, N. C.

Gonthier, H. G., dir. pub, Bank of Hochelaga,
112 §t. James 8t., Montreal ue.

Grimm, H. B.,, mgr., bus. ext. dept. Security
Tr. Co., Detroit, Mich.

H
Hall, J. C.,, Farmers & Mechanics Tr. Co., West
HaCNR B
all, . R. D, com’l serv. dept., Phila. Nat'l
Bic, Phila, Pa. Pt
Heuchling, F. G., vice-pres., Northwestern Trust
8vgs. Bank Chicago, Il
Hamsher, C. F., pres., 1st Nat'l Bank, Los
Gatos, Cal.
Handerson, C. H., Unlon Tr. Co., Cleveland, O.
Haskell, E. G., Barnett Nat'l Bank, Jackson-

ville, Fla.
Heuchling, F. G., vice-pres., Northwestern Tr.

& Svgs. Bank, Chicago, .

dept .

Higgins, A. E., adv. serv., 2029 B'way., N.Y.C.

Higley, J. N., adv., dept. 1st Nat’l Bank,
Youngstown, Ohio.

Hirt, E. C.,, Banco Hispano 8ulzo, Para

Empresas Electricas,
Madrid, Spain.
Hoagland, J.
Chicago, Ill
Hodgins, J. H., pub. dept., Union Bank of
Canada, Winnipeg, Manitoba, Canada.
Hokanson, N. M., adv. mgr.,, State Bank of

Chicago, Ill.
Holdam, J. V., adv. mgr., Chattanooga Svgs.
Bank, Chattanooga, Tenn.

Home Bank of Canada, edltor,
Monthly, Toronto, Canada.
Hotze, R. E., Jr.,, adv. mgr.,
Bank, Richmond, Va.
Hudson, P. L., asst. cash., 1st Nat'l Bank,

Corona, Cal.
Hunter, H. G., vice-pres.; treas.,, Kansas City
Terminal Tr. Co., Kansas uty, Mo.
Hutchins, E. M, pub mgr., Seaboard Nat'l
Bank, N. Y. C.

Plaza Canalejas, 3,

Home Bank

Planters Nat'l

Jessup, T., asst. cash., Woodlawn Tr. & Svgs.
BK., Chicago, Ill.
Johnson. E. W., Warren Nat'l Bk.,, Warren, Pa.

Johnson, 8. ., mgr.,, new bus. dept. Seaboard
Nat’l Bank, Norfolk, Va.

Johnson, W. H,, Jr, adv. dept., Marine Tr.
Co., Buffalo, N. Y.

Jones, M. H., asst. cash., 1st & Citizens Nat’l
Bk., Elizabeth City, N. C.

K
Keeton, M., mgr. svgs. dept. Merchants & Far-
mers Bank, Meridian, Miss.
Keller, C. B., Jr.,, cash., BStroudsburg Nat’l
Bank, Stroudsburg, Pa.
Old Colony Tr.

Kittredge, E. H., pub. mgr.,
Co., Boston, Mass.

pres., Union Tr. Co., Spokane,

L

Kommers, W. J.,
Wash.
Langstroth, E., New York Trust Co.,, N. Y. C.
Lanfer, B. W, asst. treas., United States Tr.
Co., Jacksonv!lle, Fla.

Leitch, W. B., mgr. for. dept., Merchants Bank
of Canada, Montreal.

Lersner, V. A, comp., Willlamsburgh svgs.
Bank, Bway & Driggs Ave., Broo
Lyons, W. 8., Union Trust Co., of D. C. 15th &

H 8ts., Wumngton, D. C.
M

McCorkle, J. C., pub. mgr.,, City Nat'l Bank,
Evansville, Ind.
McDowell, J. H., 1st Tr. & Svgs. Bank, Chatta-

nooga, Tenn.
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Matthews, H. B., adv. gr., 8. W. Strauss &
Co., 65th Ave. at lcth Bt.. N. Y.

Megan, T. F., asst. secy., Internat'l Tr. Co.,
Boston, Mass.
Merrill, F., adv. mgr., Northwesteru Nat'l

Bank, Minneapolis, Min:
Meyer, A. f}' ]?ub. dept., Union Tr. Co., Roch-

Miner, J. H., mgr. dept. pub. relations, Seattle
Nat'l :Bankf Seattle, Wash.

Moniteur des Interets Matorlels. 27 Place de
Louvain, Bruxelles, Belgium

Morgan, L. J.,, adv. mgr.,, 1st Nat'l Bank, 8t.
Joseph, Mo.

Morrish, W. F., vice-pres., Security Bk. & Tr.
Co., San_Francisco, Cal.

Morrow, P. E., care of Hackney & Moale Co.,
Asheville, N. C.

Mulleri J.‘i 49 Sonneggstrasse, Zurich V], Switz-
erlan

Muralt, H. de, sub-mgr., Union de Banques
Suisses, Zurich, Switzerland.

N

Newton, E. V., mgr. bus. dept., Garfield Svgs.
Bank, Clevehnd Ohio.
Norberg, P. G., kUebolagot Bvemka Handels-
banken, Stockholm. Sweden

o

Oakes, R. W., asst. secy., Watertown Savings
Bank, Watertown, N. Y.

Overton, J. A. cash.,, Nat'l Bank of Smith-
town Branch, N. Y.

P
Pleasants, W. 8., Hibernia Bk. & Tr. Co., New

Orleans, La.
Powell, V. M., cash.,, Home S8vgs. Bk.,, B'klyn,

Pratt, T. B., Hcenry L. Doherty & Co., 60 Wall

St., N. ¥
R

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

Raven, F. J.,, American Oriental Bkg. Corp.,
Shanghai China.

Reynolds, D. M., pub. mgr.,, 1st Nat'l Bank &

& Svgs. Bank, Los Angeles, Cal. c
0.,

Tr.
tht%}mhouoe, C. M., Farmers an & Tr.

Ruff, W. J.,, cash., Luzerne Co. Nat'l! Bank,
Wllkes-Barre. Pa.
Ryland C., mg new bus. dept., American
at’l Bmk. Rlchmond. Va.

S
Schlenker, A., cash.,, 18t Nat'l Bank, Brenham,

Tex.
Sclater, A. G., Union Bank of Canada, 49 Wall

t., N.
S8cott, W., Virginla Tr. Co., Rich-
mond, Va.
Sellesw. w. W Albert Frank & Co., 14 Stone
t

8Shoven, A. M., cash.,, City Tr. & Svgs. Bank,
Kanka.kee, Il

Sloan, L. H Nat’l City Bank, Y. C.

Smith, A. c., pres., City Nat'l Bnnk Clinton, Ia.

Smlth. A. T., mgr. speclal serv. dept. Industrial
8vgs. Bank, Flint, Mich,

vice 'pres.,

Staker, F. M., mgr. pub. dept., Commerce
Banks, Kansas City, Mo.

Starkweather, C. H., treas., Danielson Tr. Co.,
Danielson, Conn.

Stein, R., asst. cash.,, American Unlon Bk., N. Y.

Stoner, J. H., res., Peoples Nat'l Bank,
‘Waynesboro, Pa.

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

Streicher, J. H.,, new bus. dept.. Com’l Svgs.
Bank & Tr. Co., Toledo, Ohio.

T

Tait, A. Gordon, pub. Royal Bank of
Canada, Montreal.

Taylor, C. E., Jr., pres, Wilmington Svgs. &
Tr. Co., Wllmln‘ton. N.

Thomson, E. H., pub. mgr., Wuhlngton Loan
& Tr. Co., Wuhlngton. D. C.

Thruston, W. B., Jr.,, mgr. for. dept. Merchants
Nat'l Bank Bammoro. Mad.

v
Van Blarcom, W., asst. cash., 2nd Nat'l Bank,

Paterson, N.
Van Leer, E. 8, Motropollun Tr. Co.,, N. Y. C.

w
Wadden, T. A., vlce res., Lake Co. Nat'l Bank,
Sloux Falu

Wadden, T. A., vlce-pm. Lake Co. Nat’'l Bank,
Madison, 8. D.

Wallace, T. .., Farmers & Mechanics Svgs.
Bank, Hlnneapolls. Minn.

Wells, G. asst. cash., Denver Nat'l Bank,
Denver. ‘Colo.

Willlams, F. H,, treas, Albany City Svgs. In-
stitution, Albany, N. Y.

Willlams, J. E., asst. cash., Third Nat’l Bank,
Scranton, Pa.

Willlams, J. L., vice-pres., Woodside Nat'l
Bank, Gmnvmo. 8. C
Winship, A. L., vice-pres, Nat'l
Bank, Boston, Mass.
Withers, C. K., pub. mgr., Mechanics Nat'l

Bank, Trenton, N. J.
Woolford, Withers, Bank of America, 40th St.
& Madison Ave., N. Y. C.

z
Zambrano, A., Jr.,, care of A. Zambrano e hijos,
Apn.rtudo No 6, Monterrey, N. L., Mex.
Zimmer, C. R., 1st Nat'l Bank, Emporinm. Pa.
Zimmerman, F. A., treas., Chambersburg Tr.
Co., Chambersburg, Pa.
Zimmerman, . E., cash, Olk Park Tr. &
8vgs. Bank, Oak Park, I

-]
NEW NAMES

Berry, C. F., adv. mgr.,, Union Trust Co., De-
trolt, Mich.

pub. mgr.,, Citizens Trust Co.,
Bufralo, N. Y.

Davy, C. C., Aytty. East Side Svgs. Bank, Roch-
ester, N.

Wormwood, C. K., adv. mgr.,, 1st Nat'l Bank,
Haverhill, Mass,

mgr.,

Shawmut

2y

Keep us in touch with your publicity work. Each month
current advertising is reviewed and commented upon, ads

are reproduced and
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Sell Your Own Foreign Drafts

New-coming immigrants continue to expand the outward
tide of American dollars. Changed into francs, lire, pesetas,
kroner and drachmas, much of their savings goes to Europe
for the support of relatives, for deposit and for investment.

To satisfy these demands and to meet the needs of ex-
porters and importers, bankers in every locality are developing
their facilities for selling checks and letters of credit, for
handling mail and cable remittances, over-seas credits and
collections and all the other activities of an effective foreign
banking department.

In organizing and supplying these services, Irving corres-
pondents find the Irving Drawing Equipment of immediate
use. It enables them to issue drafts and to effect postal
remittances on their own forms, payable by any one of the
Irving’s correspondents in five thousand towns and cities
over-seas. It includes foreign language signs, a daily rate
sheet and reports on changing conditions abroad.

IRVING NATIONAL BANK

WOOLWORTH BUILDING, NEW YORK
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correspondent banks

HEN your customers

come to New York or
go to London or Paris, we
will be glad of the opportunity
to help make their stay enjoy-
able and profitable.

Acting as your representa-
tive, we will assist them in the
transaction of their business,
introduce them to local busi-
ness men and perform the

little personal courtesies that
mean so much to the visitor.

For your convenience, we
will furnish you with a standard
form of letter, .introducing
your customer to any one of
our three offices in New York
and our London and Pans
offices. Copies in quantity
will be sent you immediately
upon request.

OF NEW YORK
37 WALL STREET

Madison Ave., at 45th St.

LONDON
3 King William St., B.C.4

Total Resources over

$300,000,000

222 Broadway

PARIS
23 Rue de la Paix

3
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Foreign Trade and its Relation to
Domestic Business

By Arthur A. G. Luders

Trust Officer, Coal and Iron National Bank, New York

(The following is an address delivered by
Mr. Luders at the spring meeting of group
six, of the New York State Bankers Associa-
tion Convention at Lake Mohonk.)

HEN I returned to New York
two years ago, to take
up my duties at Liberty and

West streets, I could sce a veritable
army of trucks and drays of all classes
going to and from the great piers
which line the river front. Vehicles
would stand in line for hours waiting
for their turn to unload their contents
which were destined for all parts of
the globe. Steamships and even the
almost extinct sailing vessels made fre-
quent trips loaded to capacity with
such goods and our bank in common
with others in New York City had
daily requests for credits to finance the
export of the products of our farms,
mines and factories.

We heard a great deal of talk about
having secured a stronghold on the
world’s foreign trade and for a time
it looked as though there was no limit
to the amount of business that we
would get not only in Europe but in
the other markets of the world; South
America, Near East, the Orient, and
the islands of the Pacific. However,
about a year ago this condition began
to show signs of changing and up to
the present time the trafic on West
street has diminished to a remarkable
degree. Idlc steamships fill the har-
bor, New York warehouses are bulging
with American products that cannot be
shipped and in many instances goods
that have been shipped abroad are piled
upon the piers at their port of destiny
because the purchasers are unable to
pay for them. Hundreds of thousands
of dollars worth of these goods are be-
ing returned to America every week.
Our exports for the first four months
of this year have been decreasing at
the rate of about $100,000,000.

In a recent address, William C. Red-
field, former secretary of commerce,
stated that American goods to the value
of $40,000,000 lie undelivered at
Buenos Aires, including 4,700 automo-
biles. In the harbor of Callao ware-
houses and cars are so choked with
American products that it has been nec-
cessary to load them on scows and
anchor them in the bay.

I do not wish to burden you with
figures, but a few statistics will serve
to bring home to you the striking con-
trasts between conditions at the pres-
ent time and those prevailing two years
ago. In June, 1919, our export trade
was $928,000,000; as recently as Oc-
tober, 1920, it was $751,000,000,
whereas in March, 1921, it had drop-
ped to $884,000,000. Berthed in New
York harbor are 655 steamers and sail-
ing vessels of which 252 have no char-
ters. The shipping board has now
more than 652 steel vessels lying idle
which aggregate 8,500,000 tons dead-
weight and ships leaving for Europe
are carrying only 80 per cent. of their
cargo capacity. There are approxi-
mately 400,000 idle freight cars on our
railroads.

What do these figures signify? I
believe most of you will recognize the
close connection between the paralysis
which has affected our foreign trade
and the tremendous amount of unem-
ployment which exists in the country.
Various estimates indicate that there-
are between three and five million peo-
ple out of work.

This stagnation has not only affected
manufactured articles but great quan-
tities of agricultural products, partic-
ularly cotton, wheat, corn, tobacco,
wool and hides, as well as products of
mines such as copper, zinc and iron.
If you will pardon a few more figures
I would like to call your attention to
the fact that at present the unsold sup-
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ply of cotton is estimated at more than
6,500,000 bales. The -carryover of
wheat is estimated at approximately
800,000,000 bushels, and there is a two
year supply of tobacco and wool. As
a matter of fact, this country is pro-
ducing between 20 per cent. and 30 per
cent. more than it consumes in agricul-
tural products and manufactures. Con-
sequently, if we are to have prosper-
ous times and a minimum of unemploy-
ment there must be a market made for
our goods abroad. One of the diffi-
culties of bringing the situation home
to the American people is that it is
comparatively new. Until the begin-
ning of the war in 1914 this country
was a debtor instead of a creditor na-
tion—in other words, we bought more
from abroad than we produced, and
our debit balance to the other nations
of the world in August, 1914, was close
to $4,000,000,000. A tremendous up-
heaval has taken place in the last seven
years and we are now confronted by
conditions which are absolutely new to
the vast majority of the people of the
country.

When we look at the other side of
the picture, we find a still more difficult
condition of affairs with which to con-
tend; namely, the situation in Europe.
There the need for our goods is just
as great or greater than ever, partic-
ularly raw materials. Thousands of
factories in Europe stand idle because
of the lack of manufacturing material.
Two reasons are preeminently respon-
sible for this condition; first, the un-
stable foreign exchange, and second,
the inability of foreigners to pay for
our goods.

Up to the middle of last year our

_exports were financed by our commer-
cial banks. But at the tremendous rate
at which exports were going on it did
not take long to exhaust the available
supply of credit for this purpose. As
a matter of fact, a great deal of credit
which was extended on a short term
basis has developed into long term
credit and I have seen statements re-
cently that approximately $4,000,000,-
000 credit is frozen in export trans-
actions at the present time.
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It is not necessary for me to explain
to the experienced bankers before me
that such a condition could not go on
indefinitely. The commercial banks
were compelled to withhold the grant-
ing of further credits in any consid-
erable volume for export business.

It used to be said that trade follows
the flag and there may have been in-
stances in which this proved to be true.
But if you will look at the history of
the foreign trade of England during
the past fifty years, you will find that
trade follows investment. A few years
ago it would have been considered fool-
ish for any one to suggest that export
trade could have been financed by
means of dollar credits as up to that
time all of this business had been done
through sterling credits on London
which was the credit export center of
the world. Thanks to the efforts of
the Discount Corporation and several
other discount houses, a discount mar-
ket for bankers’ acceptances has been
developed which is now turning over
acceptances at the rate of approximate-
ly four and one-half billion dollars a
year. This discount market, however,
does not fully take care of the export
problem as it exists today and unless
something is done to solve this problem
in the very near future, the situation
in this country will get worse rather
than better.

In my opinion it would be most un-
desirable for our trade balance to be
settled in gold at this time. Any fur-
ther import of gold into this country
from abroad means the lowering of the
reserve against foreign currencies,
which are now sufficiently depreciated
to cause grave concern.

Even more undesirable would be the
payment in goods manufactured in for-
eign countries, particularly if they
were all dumped on our shores at once.
This leaves only one other way open
in which we can expect payment and
that is by means of securities or long
term credits.

The recent amendment to the Fed-
eral Reserve Bill known as the Edge
Amendment provided for the formation
of corporations to coordinate the re-
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Relations with Banks
INconnectionwid:domaticandforeignbuainas
we desire to co-operate with American institu-
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sources of the country for export busi-
ness in the same way that the Federal
Reserve Bank gathered together the
banking power of the country for dom-
estic business. As a result of the work
of the committee on commerce and
marine of the American Bankers Asso-
ciation and the United States Chamber
of Commerce, it has been proposed to
organize the Foreign Trade Financing
Corporation with a capital of $100,-
000,000 and a surplus of $5,000,000.
Most of you have received circulars re-
garding this organization and I will
not take your time to give you the de-
tails regarding it. My principal ob-
ject is to bring home to you the im-
portance of the success of this cor-
poration and to endeavor to make you
realize that the foreign trade of this
country affects directly or indirectly
each and every individual and particu-
larly the industry with which so many
of you are in close contact, namely,
that of agriculture. If the bankers of
the country can be brought to under-

stand that this corporation will be a
most effective agency in increasing our
foreign trade, I am quite certain that
there will be no difficulty about obtain-
ing the necessary subscriptions to its
capital stock. It may seem like a large
undertaking, but in comparison is none
too large for the future business which
will be offered to.it. It will not come
into competition with commercial banks
but will supplement our existing bank-
ing machinery. In other words, it will
begin where our domestic banks leave
off. As to the size, it is not any larger
than the corporation recently formed
in England to finance the Australian
wool crop.

I do not wish to leave you under the
impression that this corporation will
enable us to continue indefinitely to sell
to foreign countries at the rate at
which we were doing two years ago or
that on the other hand our imports
from foreign countries will not in-
crease. As a trading nation, we must
import as well as export and this is

5
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one of the ways in which a normal
trade balance can be maintained. In

course of time I hope to see in this

country organizations similar to the in-

vestment . trusts so successfully in op-.

eration in England. These trusts,
whose shares are held by English in-
vestors, invest their funds in securities
of foreign corporations and through
the ownership of the stocks and bonds
of such foreign corporations, England
has an immense advantage in selling
abroad. This is what I meant in my
previous statement that trade follows
investment. If, for instance, the stock
of a railroad company in South Amer-
ica is owned in this country, the chance
of being able to supply them with rails,
locomotives and other equipment is bet-
ter than if the stock is held in Ger-
many.

The Foreign Trade Financing Cor-
poration will point the way through its
foreign agencies to the many oppor-
tunities in this direction which will
open to us and on behalf of the com-
mittee that is striving without compen-
sation. to effect this organization I be-
speak your interest and support. I be-
lieve that the corporation will be con-
servatively and soundly managed and
that this stock will be a profitable in-
vestment directly as well as indirectly.

It is most important that this under-
taking be completed without delay.
Only recently a visitor from Paris was
here to place an order for $10,000,000
worth of material but could not com-
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plete the deal because it could not be
financed even though he was able to
give a direct obligation of the French
Government on a basis that would yield
slightly better than 8 per cent. This
is only one of many opportunities that
are being presented almost daily and
our inability to grasp them means con-
siderable loss, not only to ourselves but
to struggling nations of Europe. We
emerged from the war the richest na-
tion in history with natural resources
and productive capacity that can
scarcely be comprehended in figures.
However, these sources of wealth are
of no value unless an outlet exists for
them. It will be many years before
our population can consume all that
we produce. Therefore foreign mar-
kets which have recently been closing
to us must be reopened rapidly else we
cannot keep our people on the farms,
in the mines and factories profitably
employed. “

The point which I wish to emphasize
is that this is a vital matter to everyone
throughout the country. It not alone
concerns the shipping points along the
Atlantic or Pacific. It is not confined
to the U. S. Steel Corporation, the
Standard Oil Company or a few other
large corporations. It is a proposition
which reaches into practically every

"home in the country. Our accomplish-

ments in the war showed what coopera-
tion will do. We need the same kind
of whole-hearted cooperation for suc-
cess in peace.

e
An Important Ruling on Letters of Credit

ARNING has been given by the
Federal Reserve Board of the
lack of legal authority for the custom
of large city banks of accepting and
issuing letters of credit for country
correspondents. The action of the
board has a direct bearing on methods
commonly in use for financing foreign
trade.
Heretofore, when the customer of an
interior bank desired to obtain a letter
of credit in connection with his foreign

business, the national bank, instead of
issuing the letter itself, asked ome of
its large city correspondents to issue
the letter to the customer’s account,
which the national bank would guaran-
tee.

The transaction does not always in-
volve the issuance of a letter of credit,
for the correspondent bank sometimes
simply accepts a draft drawn upon it
by the national bank’s customer, and
the national bank, in a collateral agree-
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ment with the correspondent bank,
guarantees the cnstomer’s obligation to
put the correspondent bank in funds
to meet the acceptance. Under the lat-
ter arrangement, the national bank’s
liability is the same as the ultimate
liability which arises out of guarantee-
ing a letter of credit, so that the two
transactions will be considered as one
and the same for the purpose of this
discussion. It also appears that some
nationdl banks, in consideration of a
fee or commission, are accustomed to
indorse acceptances for the accommo-
dations of their customers or bill
brokers. In connection with such prac-
tices the question -arises whether a na-
tional bank has authority to make such
guaranties or accommodations, indorse-
ments, or whether such acts are beyond
the powers which national banks law-
fully may exercise. In ruling on this
subject the board now says:

“Whether or not a national bank has
authority to guarantee a letter of
credit or to indorse an acceptance for
accommodation is a question of law
which in the last analysis must be de-
termined by the courts.

“There is no express authority of
law which authorizes a national bank
to lend its credit by indorsing an ac-
ceptance or by guaranteeing or acting
as surety on a letter of credit. The na-
tional bank act authorizes national
banks to discount and negotiate notes,
drafts, and bills of exchange, and to
make loans on personal security, while
Section 13 of the Federal Reserve act
more recently has conferred upon na-
tional banks the power to accept drafts
growing out of certain specified trans-
actions. It is settled, however, that a
national bank’s power to discount ne-
gotiable paper and to loan money does
not carry with it the power to guaran-
tee, or act as surety upon, the obliga-
tion of another, nor is such a power
incidental to the business of banking.

“Similarly, although the power con-
ferred upon national banks to accept
drafts carries with it the power to issue
letters of credit as incidental thereto,
it would seem that such powers do not
carry with them the power to guaran-
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tee, or act as surety upon, acceptances
or letters of credit issued by other
banks.

“In view of these considerations, the
Federal Reserve Board is of the opin-
ion that a national bank has no auth-
ority to guarantee or act as surety upon
a letter of credit, or to indorse an ac-
ceptance for accommodation; that such
acts are ultra vires; and that if the
directors of a national bank enter into
such contracts of guaranty or surety-
ship, they assume in their personal ca-
pacities the risk of any loss that may.
occur.”

If a national bank has no authority:
to guarantee or act as surety upon let-
ters of credit many national banks will
be compelled to forego a business which
is very desirable both from the stand-
point of the banks themselves and
from the standpoint of their customers,
The result will be that the customer
himself must necessarily go to a large
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city bank and, as his financial standing
perhaps is not generally known, his re-
quest for credit in many instances will
be refused and he will be compelled to
seek other and less desirable means for
financing his business.

Realizing the practical force of these
considerations, the board suggests an
alternative method of financing the
business heretofore financed by means
of letters of credit guaranteed by the
national banks at whose request the
letters are issued. The board is of the
opinion that this course, if adopted,
will enable a national bank, with only
slight modifications as to the manner
of handling the business, to continue to
carry it on without entering into an
ultra vires transaction.

Take the case of a national bank in
an interior community whose customer
wishes to obtain a letter of credit
which will be satisfactory to his foreign
dealer. The national bank, having no
international standing, or being with-
out any department capable of handling
foreign business, does not wish to issue

8

the letter itself but is willing to ex-
tend its credit to its customer. Under
these circumstances, it enters into an
arrangement with, say, its New York
correspondent, whereby the New York
correspondent agrees as agent of the
interior bank to issue a letter of credit
for the account of the interior bank’s
customer, the letter to be issued in the
name of the New York correspondent,
but in issuing the letter the New York
correspondent is to act as agent for
an undisclosed principal, namely, the
interior bank. The interior bank’s
name will not appear on the letter of
credit, but its New York correspondent
may look to it for reimbursement under
the collateral agency agreement not
conditionally upon the failure of the
customer to put the issuing bank in
funds but directly and unconditionally
as the real issuer of the letter. The
beneficiary of the letter and the holders
of the acceptances drawn thereunder
will look to and rely on the credit of
the New York bank, for its name alone
will appear on the letter and the ac-
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ceptances, but the interior bank will in
fact be the real acceptor and the cus-
tomer will be under obligations to put
the interior bank, not the New York
bank, in funds to meet the acceptances
as they mature. The only change nec-
cessary in the present method is that
the interior bank, instead of guarantec-
ing the letter of credit, will execute a
separate contract appointing its New
York correspondent its agent, and
agreeing unconditionally to reimburse
the agent as such for any moneys paid
out, or, if desired, to put the agent in
funds to meet the acceptances as they
mature. It would seem that this pro-
cedure will meet the practical require-
ments of the situation and at the same
time avoid the necessity of any con-
tract of guaranty.

After careful consideration the board
considers that national banks may
properly finance the business in ques-

tion in the manner suggested without

exceeding their statutory powers. It
thinks that “a national bank unques-
tionably may legitimately finance its
customer’s business by issuing a letter
of credit in its own name. If a na-
tional bank may issue a letter itself, it
would seem that a national bank may
issue a letter through an agent, pro-
vided that the national bank has auth-
ority to appoint an agent for that pur-
pose.”

In case the course suggested should
be adopted, the agent bank, which
issues the letter and which is primarily
and unconditionally liable upon the ac-
ceptances made thereunder, must in-
clude the liability on such acceptances,
as and when incurred, among its gen-
eral acceptance liabilities subject to
the limitations on the acceptance power
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prescribed by law; and inasmuch as the
interior bank is by hypothesis the real
acceptor and is directly and uncondi-
tionally liable to the agent bank for
any moneys paid out to meet the ac-
ceptances as they mature or to put the
accepting bank in funds to meet such
acceptances, the principal bank also
must include the amount of the ac-
ceptances, as and when made, among
its general acceptance liabilities subject
to the limitations of law.

American Foreign Trade Program
HE “Final Declaration” adopted &, tl' Increased imports into the United

by the Eighth National Foreign
Trade Convention recently held at
Cleveland, Ohio, contained the follow-
ing national program for American for-
eign trade during the coming year:

States.

2. The drawing upon surplus American
investment funds in order to furnish long-
term credits to foreign buyers.

# 8. Immediate creation of financial insti-

tutions under the Edge Law to extend such
long term credits.
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4. Pending the revival of world com-
merce, the laying up of such of our govern-
ment-owned merchant marine as cannot be
chartered on a bare-boat basis or on time
charter to private operators.

5. Revision of our shipping laws, which
subject American vessels to a competitive
disadvantage estimated at 5 per cent. on
the capital investment.

6. Uniformity of state laws affecting
marine insurance companies.

7. Adequate international machinery for
the enforcement of awards of commercial
arbitration; and application of standardiza-
tion to products not already so protected.

8. Adoption of revised and uniform com-
mercial letters of credit and ocean bills of

ladingi

9. Maintenance of interest in American
foreign trade, even though it shows no
profit for the moment; and remembrance
that in many cases it will cost much more
to regain in the future a business lost now
through lack of courage and foresight.

10. A bargaining tariff.
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11. A reorganization of the foreign serv-
ice of our government which will provide
for unified control and a permanent career
to be started at a National Foreign Serv-
ice Training Academy.

12. The passage of the China Trade Act,
which will permit the formation of Ameri-
can companies to trade in China on a plane
of tax equality with competitors of other
nationalities.

18. A change in our taxation laws which
will free Americans living abroad from
paying taxes upon income derived from
within the foreign country of residence.

14. Adequate support for those depart-
ments of the government which participate
in the development of our foreign trade.

15. The revision of our revenue laws
necessary to permit the negotiation of a
parcel post convention with Cuba.

16. The wider use of foreign trade news
by our press.

17. The expansion of systems of inter-
national telegraphic communication under
American control and operation.

&

The Future of France Encouraging
By Henry E. Cooper

N my opinion American bankers and
business men, when endeavoring to
pass judgment on conditions in France,
are prone to make two mistakes. First,
in confining themselves almost solely to
an analysis based upon reading and
figures instead of personal visits; and
second, in confounding the question of
national finance with that of private
credits.

As to the former, I have devoted a
portion of my six wecks’ stay in France
to a number of visits to the various in-
dustrial sections, personally visiting a
large number of manufactories and
plants in each of the leading lines of
industrial activity. In this way I have
seen considerable of the cotton and
woolen textile industry as well as the
coal, steel, potash, leather, silk and
wine industries. Thus, instead of hav-
ing a vague idea procured by reading
reports or public statistics, I have been
enabled to get a mental picture of these
great industries in France, and to say
that I have been deeply impressed with
what I have seen is expressing it mild-

Vice-President Equitable Trust Company of New York

ly. France, with her regained Con-
tinental territory and added colonies
abroad, becomes in natural resources
and manufacturing productive capacity,
a power in the world which I think
comparatively few Americans fully
realize and perhaps not even all
Frenchmen, owing to their closeness to
their own difficulties and recent trou-
bles. The substantial construction of
their factories and plants, together with
the modernness of the machinery and
methods; the high character and ability
of the owners and operating managers
of these industries; the intelligence and
industry of their laborers; and their po-
sition with respect to the location of
their raw materials; all these make for
a standing in their own country and
an ability to compete with other coun-
tries which are, to the last degree, re-
assuring.

As regards the second point, it natu-
rally cannot be gainsaid that the
French national financial position pre-
sents a sore and perplexing problem.
It is quite possible that in course of
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time (and it may take several years)
it will be necessary to levy a progres-
sive or serial capital tax and reduce the
currency. It is unnecessary to go into
that question here. Heroic as such
measures, if in time applied, may be,
it has been done before many times in
the world’s financial history and with-
out any necessarily disastrous results.
I have such confidence in the ability of
the French financiers, as so wonder-
fully displayed during the war, that I
am certain the solution will be found
with the least possible disturbance.
The point which I wish to make,
however, and which must be borne in
mind is that the public and private
credit questions must not be confound-
ed. A fair reading of economic his-
tory will, I think, show that in a num-
ber of instances in the past the national
credit of a nation has been strained
while its private credits have continued
sound and stable. After all, the essen-
tials of banking are to finance the life
of the nation’s inhabitants. France has
some forty-two million inhabitants who
must continue to eat, be clothed and

sheltered. While there is a close inter-

relationship between the national and
what may be called the private finances
and while the former may affect the
latter for temporary periods, neverthe-
less, in the long run, the so-called pri-
vate credits will continue sound, pro-
viding the fundamentals are present,
subject only to the cycles of prosperity
and depression which visit all coun-
tries. And the fundamentals in France
are, in my opinion, perfectly sound,

with a consequence that her private
credits are, generally speaking, safe be-
vond question. Moreover, with the fun-
damentals of private enterprise sound,

© unDERWOOD & UNDERWOOD
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the national finances, looked at in a
large way, also.become sound.

As a result, therefore, of my own ob-
servation while there, I cannot share the
doubts or pessimism which apparently

&1
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obtain in some quarters in America and
France as to her future; on the con-
trary, I entertain only the most positive
and sincere confidence in it.

Great Britain

BANKERS OPPOSE TRADE
BARRIERS

A manifesto signed by a score of
leading British bankers was published
recently protesting against any legisla-
tive or administrative measures tending
to check the free exchange of goods
with foreign countries and declaring
the policy of trying to exclude foreign
commodities to be a mistaken one.

“We cannot limit imports without
limiting our export trade and striking
a grave blow at world-wide commerce,
on which this kingdom principally de-
pends,” the manifesto says.

Expressing the opinion that all Gov-
ernment controls, licenses and tariffs
can only retard improvement in Con-
tinental exchanges and prevent the
natural recovery of trade, the mani-
festo concludes:

“We desire to enter a respectful pro-
test against every restrictive regulation
of trade which tends to diminish the
resources of the state.”

The signers include Lord Avebury,
partner in Coutts and Company; Lord
Chalmers, former joint secretary of
the treasury; Frederick C. Goode-
nough, chairman of Barclays Bank,
Ltd.; Sir Everard A. Hambro, a direc-
tor of the Bank of England; Lord
Inchcape, senior partner in Mackin-
non, Mackenzie & Company ; the Right
Honorable Frederick Huth Jackson,
director of the Bank of Fngland; Sir
Robert Kindersley, director of the
Bank of England; Walter Leaf, chair-
man of the London County, Westmin-
ster & Parr’s Bank, and Reginald Mec-
Kenna, director of the London Joint
City & Midland Bank, Ltd., and for-
mer chancellor of the exchequer.

The manifesto is an important move,

clearly aimed at the present govern-
ment’s trade policy as exemplified by
two resolutions passed in the House of
Commons, although the resolutions are
not mentioned in the manifesto, and
also at excessive public expenditure,
which the manifesto says ‘“‘threatens to
cripple the country’s resources and im-
pair its credit abroad.”

The document is a weighty protest
against erecting trade barriers. It de-
clares: “We have to build up the mar-
kets we need by encouraging the Con-
tinental nations to export to us, for it
is only by exports that they can re-
establish their credits and provide
funds for the payment of their debts.”

It is interesting to recall that it was
the representations of a group of in-
fluential bankers, among them Reginald
McKenna, made to Lloyd George at
the time of the last London conference,
which, it is beliecved, had a great in-
fluence in countering the French plans
for the immediate occupation of the
Rubr and securing somewhat easier
conditions for Germany.

The banking community is said to be
in favor of repealing the 50 per cent.
levy on German exports, which, accord-
ing to an official statement made in
Parliament, only produced in the first
five weeks £9,000 and in the opinion
of the business community will act as
a great hindrance to trade with Ger-
many, driving it into the hands of neu-
trals.

Statistics recently published show
that in 1913 of the total British trade
done with Germany, France, Russia,
Holland, Belgium and Denmark fully
half was done with Germany and Rus-
sia. Only one-fifth of the trade was
done with Germany and Russia in
1920.

Former Chancellor McKenna, Lord
Inchcape, Walter Leaf and Frederick
C. Goodenough, as well as other signa-
tories of the manifesto, have all empha-
sized in speeches recently before the
shareholders of the respective banks
the urgency of reopening European
trade for the purpose of finding mar-
kets for the huge accumulation of
stocks in British warehouses.
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BRITISH BANK PROFITS
Bank Year
ExcLisH Enced Profits Dividend Rate
Bank of Liverpool and Martins......... Dec. 31 £755,948 £875,822 16
Barclays Dec. 31 2,927,528 1,420,371 14
British Mutual Dec. 31 7,353 5,400 0
Equitable Dec. 81 8,564 6,400 16
Lancashire and Yorkshire ... Dec. 31 231,426 191,246 19
Lloyds Dec. 81 8,237,741 1,649,297 16 2-8
London and Liverpool of Commerce.... Dec. 31 17,807 16,800 4
London Joint City and Midland........ Dec. 31 2,831,861 1,367,094 18
20
London County Westminster & Parr’s Dec. 31 2,915,708 1,115,302 181,
T.ondon Merchant Dec. 381 60,044 45,000 6
Manchester and County.....uceuene. Dec. 31 296,077 177,457 161/
Manchester and Liverpool District 3 +561,783 847,600 18 1-3
National Provincial and Union... .Dec. 31 2,762,513 1,869,302 16
Union of Manchester...... 341,027 105,000 20
William’s Deacon 463,653 234,375 121,
TORAL e et oo £117,399,028 £8,426,466 —
ScorTisH—
Bank of Scotland Feb. 28 £809,603 £148,400 16
British Linen Jan. 15 340,428 140,000 16
Clydesdale Dec. 31 336,975 180,000 18
14
Commercial of Scotland............... Nov. 1 302,039 157,500 10
National of Scotland Nov. 1 295,310 123,200 16
North of Scotland, &C. — Sept. 30 121,349 78,024 16
Royal of Scotland Oct. 11 875,139 154,000 11
TUnion of Scotland Apr. 2 812,132 160,000 16
Total £2,892,975 £1,186,124 -
IrisSH—
Bank of Ireland Dec. 31 £546,540 -£237,616 12
Belfast Banking Dec. 81 122,403 41,708 120 +8&
Hibernian Dec. 31 82, 92 40,000 8
Munster and Leinster............... Dec. 31 152,308 56,000 20
National Dec. 31 266,924 126,000 12
A171,
Northern Aug. 31 146,764 61,417 B83;,
Provincial Dec. 31 124,984 51,080 181,
Royal Aug. 31 48,293 16,800 8
Ulster Nov. 30 210,306 74,875 21y,
Total ... £1,701,534 £699,946 —

tAfter writing down British Government securities to market value.

France

FRENCH PLAN BARTER
SYSTEM

What is virtually a scientific barter
system is being arranged by the French
ministry of commerce for the purpose
of creating new trade outlets in coun-
tries whose exchange rates make it

otherwise impossible to conduct com-
merce, mostly in Central Europe.

The scheme may later receive its ap-
plication in other parts of the world as
private commercial and industrial as-
sociations have been constantly con-
sulted by the minister of commerce, M.
Dior, who has acted in harmony with
his colleagues at the public works and
the finance ministries.

“Help yourself first” has been the
motto of M. Dior in his negotiations,
and therefore the present scheme leaves
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to private enterprise the task of con-
ducting commercial inquiry and propa-
ganda. The State will not find or as-
sure the good position of the foreign
buyer. All the State will do is to pro-
vide the financial organization and in-
sure against political unrest and fluctu-
ation in exchange.

Trade itself is to be conducted round
the new official Banque du Commerce
Exterieur as follows. Exporters of
France are to be urged to join export
groups resembling the export associa-
tions of Germany. Each organization
will have as members firms connected
with a staple product, such as cotton,
wool, iron, aluminum. It is not yet
known how extensive these groups will
be, but should they be found too cum-
bersome a division will be made on
regional rather than sub-trade prin-
ciples.

Each of these national or regional
groups will then conduct foreign trade,
arranging for the exchange of their
own products with others they them-
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selves mneed and can find abroad.
Should it be necessary, the exported
wares of one group will be balanced in
the international account against the
imported wares of another, these in
both cases being valued in a standard
coin, which will presumably be the
franc.

The greatest advantage of the scheme
is the reduction of a firm’s expense
connected with finding buyers of
French commodities and making cer-
tain of their commercial integrity. The
arrangement cannot become fully op-
erative for many months to come, as
the Banque du Commerce Exterieur,
which was only recently founded, has,
despite its title and its official object,
no right as yet either to establish
branches or to have its own inquiry
agents abroad.

GOVERNMENT ECONOMY
URGED

Rigid economy in every department
in order to balance next year’s budget
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is demanded in a memorandum by Fi-
nance Minister Doumer to his col-
leagues in the Cabinet. A reduction of
4,000,000 francs is necessary, he de-
clares, compared with the current year
if expenditure is to be met by revenue.

M. Doumer suggests that this be
achieved by (1) suppression of numer-
ous services and organizations created
during the war whose continued ex-
istence is a peace-time abuse; (2) the
bringing down to a normal figure of
the excessive number of functionaries
and auxiliaries whose positions, also
due to war conditions, are now unnec-
essary; (8) administrative reforms
aiming at increased simplicity and the
abolition of cumbrous, expensive for-
malities; (4) the greatest economy in
the use of material, and (6) postpone-
ment of public works, even of a useful
productive character whose immediate
execution puts an extravagant burden
on the treasury in view of the pres-
ent abnormally high costs.

5

THE FRENCH BOND ISSUE

A new bond issue of $100,000,000
for the French government has been
marketed in the United States. The
issue is for twenty years and the in-
terest rate is 714 per cent. The bonds
were marketed at 95 per cent., mak-
ing the interest rate more than 8 per
cent.

The ready sale of the bonds no doubt
was aided by the record established by
France in working back toward normal
peace conditions.

“Since the end of 1918,” an an-
nouncement by Brown Brothers & Co.
states, “France has steadily increased
industrial and agricultural produc-
tion, constantly reducing its demands
for foreign products until, during the
first three months of 1921, its exports
have actually exceeded its imports.
As indicated by available reports, this
is a record which no other important
nation in Europe has been able to
equal. Moreover, since September,
1920, when the amount of the French
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external debt reached its highest

point, the country has repaid over half
a billion dollars of its foreign obliga-
tions. A large part of the work of
French reconstruction has been com-
pleted. The nation has demonstrated
its ability to increase production and
the return to normal conditions is fully
under way. With the more serious
obstacles overcome, the economic future
of France may be regarded with con-
fidence.”

THE LYONS I'AIR

Announcement is made by Emile
Garden, American representative, that
the Lyons Fair at Lyons, France, will
be open from October 1 to 15 next.
American manufacturers are invited to
send exhibits as an aid to their cam-
paign to sell goods in Europe. Full
particulars may be obtained from
Emile Garden, delegate for the United
States, 150 Nassau street, New York
City.
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Italy

ITALIAN REVENUES IN-
CREASE

Advices just reccived from Rome by
Rodolfo Bolla, American representa-
tive of the Banco di Roma, in New
York, show gratifying increases in
revenues of the Italian treasury for
the period of ten months from July
1, 1920 to April 30, 1921, the total
revenue for this period amounting to
8,900,000,000 lire as against 5,800,
000,000 lire for the ten months of the
preceding fiscal year. Total revenues
for the entire fiscal year ending June
30, 1921, will approximately reach
11,000,000,000 lire.

The special income from the new
taxes levied by the last parliament is
expected to exceed the sum of 3,000,
000,000 lire.

Revenues from all other sources will,



according to indications, show propor-
tionate increases which would mean
very near approach to budget equili-
brium.

SITUATION IN ITALY

The Comitato Industriale Centrale,
which body is undoubtedly considered
the most reliable informant the public
has as regards all matters of industrial
statistics in Italy has, after an exhaus-
tive investigation, compiled a report.
A brief resume furnished by the Italian
Discount and Trust Company, New
York, follows:

Texrtile Industry.—While production
was increased during and after the war,
the fact remains that in this industry
production is only 50 per cent. normal
and sales only 25 per cent. Manu-
facturers are threatened with excess
stock on hand- and most factories are
working on a short-hour basis.

Metal Industry.—The normal pro-
duction of one million tons shows a re-
duction of 60 per cent. as a result of

the closing down of many foundries.
The price of cast-iron has fallen from
825 lire to 125 lire a ton, which brings
it to a level of less-than-production
cost. There is on hand at present a
sufficient supply for two months.

Chemical Industry.—Conditions here
are quite unfavorable. The branch
supplying agricultural needs finds a
diminished demand for its product.
The dyemakers are menaced by the re-
lease of German products on the mar-
ket, which are permitted, as one of the
conditions under the reparation agree-
ment. The pharmaceutical industry,
although it enlarged its plants and was
prepared to work on a larger scale, is
handicapped by having had to reduce
its working force nearly 42 per cent.

The rubber industry also reduced its
number of workers.

The paper industry finds itself in a
very favorable position; supply ‘and
demand being in equitable ratios, with
the prices holding fairly steady.

The electrical industry shows a de-~
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BRANCHES IN ITALY

Resources

Alba
Albano Lagsiale
A 1

Arcidosso

Arezzo

Ascoli Piceno

Agsisl

Aversa

Avegsano

Bagheria

Bagni 4ai Casciana

Bagni dif Lucca

Bagni di Montecatinl
Bagni di 8. Giullano

Bari

Bastia Umbra

Benevagienna

Bergamo

Bibbiena

Blsceglie

Bologna

Bolzano

Borgo a Mozzano

Caltagirone
Camaliore
Campiglia Marittima
Canale
Canelli
Carate Briangza
Carloforte
Carru’
Casalbuttano
Castellamonte
Castelnuovo di
Garfagnana

land:

Chiasso, Lugano.
Smyrna,
Jerusalem, Caiffa,

London (Representative).
Tarragona, Montblanch, Barias Blancas, Santa Coloma de Queralts, Valls. Swit:
Valletta. Asia Minor:

Turkey:
Aleppo, Beyrouth, Damascus, Tripoll. Palestine:

Scalanova, Sokia.
Jaffa.

Castiglione Fiorentino
Catania

Cecina

Celano

Centallo

Ceva

Chiusi

Citta’dl Castello
Clusone

Colle Val d'Elsa

Como
Cornigliano Ligure
Cortona

Cotrone

Crema

Cremona
Cuorgne’
Dogliani
Fabriano

Fermo

Flesole

Figline Valdarno
Fiume
Florence
Foggla
Foiano della Chiana
Foligno

Forte del Marmi
Fossano

Frascati

Frosinone
Gallicano

Gallipoli

Genoa

Giugliano in Campania
Grosseto

Gualdo Tudlno
Gubbio

Intra

Ivrea

Lanciano

Lecce

Leghorn

Legnano

Lucca

Luserna S, Giovannl

Marclana Marina

Merano

Mercatale

Measina

Milan

Modica

Mondovi

Monteleone dai
alabria

Montesampietrangell

Monte San Savino

Monte Urano

Montevarchi

Naples

Nardo’

Nettuno

Nocera Inferiore

Norcla

Novi Ligure

Oneglia

Orbetello

Orvieto

Orzinuovi

Ostuni

Pagani

Palermo

Pallanza

Parenzo

Perugia

Piadena

Pletrasanta

Pinerolo

Piombino

Poggibonsi

Pontecagnano

Pontedera

COLONIAL BRANCHES
Bengasi (Africa), Tripoli (Africa), Rhodes (Asia)

FOREIGN BRANCHES