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Editorial Comment

The Presidential Campaign

ITH the nomination of the re-
spective candidates for the
Presidency, and the enuncia-

tion of the issues on which they are to
seek the suffrages of the public, and the
thunders of oratory that from now until
November will reverberate throughout
the land, the political atmosphere ought
soon to be greatly purified—a process
of which there is urgent need. It
promises to be a peculiar sort of cam-
paign. There is likely to be more anti-
foreign sentiment in it than has been
witnessed since the first half of the
preceding century, which saw the
“know-nothing” movement for a time
engaging the public interest. To
analyze the causes which have led to
the present anti-foreign movement is
not so very difficult. In the earlier
periods of the country’s history those
who chiefly constituted the immigrant
class of the population belonged
to races easily assimilable with the
earliest settlers. English, Irish, Scotch,
Scandinavians and Germans rapidly
took on the characteristics of the early
American stock. Until comparatively
recent years this type of immigrant pre-
dominated so largely that the compara-
tively few of other and of less easily
assimilable races attracted but little
notice. But within the last twenty years
the number of this latter sort has been
increasing with astonishing rapidity,
until some of our large cities have taken
on a decidedly foreign aspect. This is
specially true of New York. Some of
the immigrants in this class have not

taken readily to American ways; some
of them have brought with them and
have kept customs and ideas that are
not relished by our people as a whole.

In fact, the great American “melting-
pot” has not worked so beneficently as
many had hoped. At present it is
heavily surcharged with material a good
deal of which promises to turn out
dross.

There is, therefore, a well-founded
explanation for the present wave of
anti-foreign feeling. America undoubt-
edly needs time to take stock of the
existing situation, and carefully to look
ahead before again opening wide the
gates to all who wish to come here.
This is especially true in view of the
fact that, because of bad conditions in
Europe, we are threatened with a wave
of immigration unprecedented in our
history. But against the new immigra-
tion law this wave will beat in vain.

" In explaining these causes for the
present anti-foreign sentiment we need
not extenuate any bad manners or
harshness that may have been employed
in carrying out the intentions of Com-
gress. It pays to be courteous and just
in our dealings with other nations.

Plainly enough, this is to be a cam-
paign where what is commonly known
as “‘one hundred per cent. Americanism”
will play a strong part. Every right-
thinking . American wishes those poli-
cies to prevail that will in the long run
work out best for us all. And, as al-
ready said, it is not difficult to discover
the causes that have led to the present
anti-foreign agitation, nor can it be
denied that this feeling has considerable

1
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justification. But this agitation will
probably rise high enough without fan-
ning the flames, and without any bitter
appeals to racial and national hatreds.
We must not forget that this country is
made up of many peoples, and we should
also remember that it has prospered
most under an unrestricted immigration
policy. If now the time has come—as
it seems to have done—to change that
policy, let it be done with calm, but firm
deliberation, and without invoking
prejudices and hatreds that would bet-
ter be discarded.

Very likely for the first time in recent
American political history religion will
become a subject of dispute in the
pending campaign.

These two issues will make the year
1924 a memorable one in our political
history, and of absorbing interest be-
cause of the comparative novelty of the
issues involved.

Writing before the candidates have
been named, it is impossible even to
guess at their chances. Before the Re-
publican Convention President Coolidge
had enough delegates pledged in ad-
vance to assure his nomination. The
President has deserved well of his
party, although his easy pre-convention
victory was due to a large extent to the
fact that he had no strong competitor.
Presidential timber seemed to be lacking
in the Republican party. Mr. Coolidge
has stood for wise measures and sound
principles, as evidenced by his position
on taxation, the bonus and other matters.
But he has failed to impress his views
upon Congress or even upon the leaders
of his own party. Congress has scorned
the views of the President and the best
opinion of the country generally.

In another month or so we can see
more clearly how the issues are going to
shape themselves. These issues often
arise from the situation as it develops
and are not always determined by party
platforms and candidates.

After November the air should be
clearer and purer. The American peo-

ple have often displayed sound judg-
ment in political matters. It is hoped
they may do so this time.

&

Extension of Labor Finance

S the labor banks already formed
have thus far had rather plain
sailing, it was to be expected that

not only would their number tend to in-
crease but that the financial activities
of labor would also be extended to in-
clude other fields. Recently the Rail-
road Brotherhood Investment Company
has been formed with a capital of $10,-
000,000, for the purpose of underwrit-
ing bond and stock issues, to buy and
sell mortgages, to develop properties,
and to finance the building of homes for
the various railroad brotherhoods. It
is also stated that one purpose of the
new organization is “to give labor a
financial standing that it has not hereto-
fore had.”

All the foregoing objects, except the
latter, have long engaged the attention’
of bankers and investment concerns.
They are generally of a laudable char-
acter. Their successful handling im-
plies profit to those who engage in the
enterprise and benefit to those who em-
ploy the facilities offered, attended also
by some risks on the part of the former.

Although prior to recent years banks
had not been organized as labor insti-
tutions, many of those prominent in
banking had come up from various
walks of industrial life. They were
laborers before they became bankers,
and many a hard-worked banker would
insist that he is a laborer still.

As a matter of fact, these new type
of banks will in the end have to be
managed by bankers. For while we may
applaud the skill and the nerve that
enables the locomotive engineer to drive
his machine over the rails at sixty miles
an hour, it can not be admitted that this
ability will necessarily fit him to run a
bank with equal success. He will first
have to learn the banking business, as he
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first learned something about the loco-
motive engine before he was able to
drive it.

The labor banks may either develop
a new field or greatly enlarge the pos-
sibilities of an existing one. In either
case they will render an important pub-
lic service. But, in the final analysis,
they are banks, not labor organizations,
and they will have to be conducted as
banks, and by men who have learned
banking after patient study and long
experience.

&

'Organized Business Activities

HE recent annual convention of

the United States Chamber of

Commerce at Cleveland, and the
approaching completion of the new $2,-
500,000 building of the Chamber at
Washington, have brought to public at-
tention the matter of organized effort at
Washington in attempting to shape leg-
islation.

The United States Chamber of Com-
merce has a large and representative
membership. Its activities have been
generally, perhaps invariably, exerted in
favor of wise legislative measures and
in opposition to those of a contrary
character. Often when the business
. sense of the country needed formulating
and expressing in a clear and vigorous
manner, this service has been performed
by the organization in question.

The fact that the United States
Chamber of Commerce has established
expensive headquarters at Washington
naturally again brings to the front the
proposal to remove the headquarters of
the American Bankers Association from
New York to Washington. This pro-
posal can be defended on two grounds:
in the first place, should any other city
be disposed to be jealous of the honor
at present bestowed on New York as
headquarters, this objection would be
obviated by removing the headquarters
to Washington, since the latter city, in
a sense, belongs to the whole country,
and is not a strong competitor with the

great commercial and financial centers;
in the second place, this proposed re-
moval can be supported on the ground
that the influence of the American
Bankers Association should be in respect
of matters pertaining to legislation,

In considering these two grounds the
first may be dismissed with scant con-
sideration. New York is the banking
and financial center of the United
States. Jealousy of its position is a
poor motive for moving the American
Bankers Association elsewhere.

But the other contention, that the
American Bankers Association should
go to Washington for the express pur-
pose of trying to exert organized in-
fluence on legislation, deserves careful
study. Could it be shown that this
move would enhance the influence of the
Association, the removal should find
general favor. For the American
Bankers Association, like the United
States Chamber of Commerce, has gen-
erally, and perhaps invariably, stood for
wise measures and sound principles.
But would its influence be greater, con-
centrated at Washington, than it is as at
present exercised? This influence,
under the existing arrangement, is not
exerted primarily from New York, nor
even controlled by that city. The com-
mittees on legislation and on economic
policies are made up of bankers from all
parts of the country, and their reports
are formulated and adopted at the an-
nual conventions which are held in vari-
ous cities. The policies and principles
supported must be such as will commend
themselves to the bankers of the country
generally. Would not the present in-
fluence which the American Bankers
Association wields be weakened rather
than strengthened by an undisguised
organized attempt to shape legisla-
tion at Washington? Would not such
a movement result in putting the asso-
ciation into politics on the side of one
party or the other? This is something
most undesirable if the American Bank-
ers Association is to retain its present
high position as an impartial mouth-
piece of sound economic opinion.
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Misusing the Power of Taxation

T an economic conference held in
New York a short while ago, one
professor, in discussing present

methods and objects of taxation, stated
that it was one of the aims of taxation
to effect a more equitable distribution of
wealth—an aim which he approved.

Legislation bodies as wealth-distribu-
tors are a conspicuous success. They
do not gather much into the barn, but
they are energetic in scattering abroad.

This use, or rather misuse, of the
power of taxation has become quite
fashionable with Congress and the
legislative bodies of the several states.
They think themselves competent to re-
dress the “errors” of the Almighty in
making some men wise and others
foolish, in making some men savers and
others squanderers. Now, if this equal-
ization of powers could be brought
about by legislation, and the weak and
inefficient brought up in this way to a
higher level, instead of attaining it by
the hard and stern process of discipline,
possibly something might be said in its
favor. But it must be doubted whether
this process of distributing wealth is not
harming more than it is helping those
whom it seeks to benefit. This is not
alone because it is demoralizing for any-
body to get wealth without the exercise
of industry and skill, but for a more im-
portant reason, namely, that this redis-
tribution of wealth makes the income of
capital for creating new capital less
than it would otherwise be. And the
question arises whether a better use of
income or of capital could not be made
than by its redistribution through the
process of taxation.

The eagerness with which Congress
votes away huge sums, and the reluc-
tance in lessening taxation, shows an in-
difference to this burden and a belief
that it is wise to take as much as pos-
sible from those who are making large
incomes, and to distribute these sums as
bounties among the people. This
eagerness to distribute wealth has
become so great that through multiple

inheritance taxes imposed by the states
it is theoretically possible to take some
200 or 300 per cent. of a man’s posses-
sions at the time of his death. This
statement is made on the authority of
men having practical knowledge of the
inheritance tax laws of the various
states.

We are far from the time when taxes
were made as light as possible for the
purpose of providing necessary revenues
for a few activities of government,
economically administered. Now gov-
ernments must do things never dreamed
of before, without much regard to cost,
and still further taxes must be imposed
and collected to reward the lazy, the
incompetent and unthrifty.

If this really resulted in any actual
gain to those upon whom this bounty is
bestowed, the process might be tol-
erated. In the end the question resolves
itself into this form: can legislative
bodies make a better use of income than
the men by whose industry. genius and
skill the income was earned in the first
place? Legislative bodies quickly scat-
ter what industry and trade have
gained. This scattering process pro-
duces a scantier crop than if the wealth
were left under the direction of those
by whose skill it was accumulated.

&

The Dollar and the Pound

HE report made by the Advisory

Council of the Federal Reserve

Board calls attention to an in-
teresting feature of the Dawes report.
It is pointed out that this report pro-
vides for a German note-issuing bank
on a gold basis, but leaves the door open
to place it on a sterling basis, and that
there is no small probability of the latter
basis being chosen. In the opinion of
the Advisory Council the sooner Ger-
many can be placed on a gold or gold-
exchange basis, the sooner can England
and other countries also return to a gold
standard, while if Germany were placed
on a sterling basis, England in return-
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ing to an unrestricted gold basis, would
have to pull not only her own weight,
but that of Germany also. It is obvious,
therefore, says the Advisory Council,
that if the new German bank is placed

on the sterling exchange basis the world:

mugst prepare itself to remain on a basis
of exchange instability for a prolonged
period, the end of which can not be
foreseen, while the adoption of the gold
—that is, the dollar—basis would accel-
erate the return to world-wide stability.
The argument that the sterling basis
is more desirable than the dollar or gold
basis is hardly tenable, although the
fact that the former currency is not
convertible into gold for the purpose of
procuring gold for export gives it an
apparent advantage for countries liable
to be drained of that metal. But in
the opinion of so eminent a banker and
economist as Sir Felix Schuster of
London it is desirable that this distinc-
tion between the dollar and the pound
sterling be removed as early as prac-
ticable. He has recently pointed out
that England holds 8714 per cent. in
gold against outstanding circulation, and
has suggested that gradually and at suit-
able opportunities licenses for the ex-
portation of gold be more freely grant-
ed, until eventually the full inflow and
outflow of gold is once more restored.
The fact that the pound sterling
alone of the currencies of practically all
the countries engaged in the war has
kept so near the gold par has not been
due to its being a cheaper form of cur-
rency than the dollar—as some have
contended—but for the contrary reason,
that its decline has been limited, and be-
cause a belief prevails that, before very
long, as Sir Felix Schuster tells us, the
parity can be and will be re-established.

@

The Foreign Situation

LECTIONS held recently in Ger-
many and France may have an
important bearing on the foreign

political situation. The result in France
—the overthrow of the Poincairé Gov-

ernment—was generally unlooked for,
at least outside of France. Whatever
modification of the existing situation
may follow upon these changes will
probably be more with respect to
methods than the main issues involved.
France still expects reparations and se-
curity, and probably Germany will be
still inclined to accept the Dawes report
as a basis of reparations settlement.
Conflicting opinions prevail as to the in-
fluence of the recent elections, some
holding that speedier settlement may be
expected, while others take the contrary
view. Probably the actual situation has
been but little changed by the voting.
No doubt the people in both France and
Germany have come to recognize the
folly of keeping the question perpetual-
ly open, and would like to see some kind
of settlement, even if it involved con-
cessions on both sides which the stiff-
necked have insisted could never be
made. If the elections in France and
Germany may be thus interpreted, it
would argue a more reasonable frame of
mind than has heretofore prevailed.
Such a mental state to be reached in
this case only after long and distressing
experience, is nevertheless essential
where such far-reaching issues are in-
volved. The contribution that the
United States has made, in the shape of
the Dawes report, assumes that this.
mental adjustment is at least a pos~
sibility.

&
High Inheritance Taxes

OME interesting facts were brought
out in regard to taxes on estates
in a recent statement of Secretary

Mellon before the Senate Finance Com-
mittee. He was discussing the proposal
to increase the Federal Inheritance Tax
from 25 to 40 per cent. on estates of
$10,000,000 and upward. The Secre-
tary did not think this tax necessary
in order to break up large estates, be-
cause these large fortunes tended auto-
matically to break up. In the absence
of a law of primogeniture and entail
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estates are customarily divided among
surviving children with substantial
equality. The Secretary expressed the
opinion that “so long as a man uses his
abilities within the bounds of the moral
sense of the community monetary suc-
cess is not a crime, but, on the contrary,
adds to the total wealth of the country,
to an increase in the standard of living
as a whole.” He pointed out also that
from the standpoint of revenue the
character of the taxation should not be
such as to destroy the very source from
which revenue is to flow. On this point
he thus directed attention to the mul-
tiple taxation under Federal and state
laws:

“Almost every state in the Union has
an estate or inheritance tax, and every
estate pays not only the Federal tax but
the tax of the state of the residence of
the decedent, plus, under the present
modern system of investment, the taxes
of one or more other states.

“The total tax—always two taxes and
often three or four—may take more than
half of a large estate, and cases are
possible where it would take practically
the entire property. The situation here

is even worse than in England, where
there is but one tax; here there are
several.”

An ingenious student of American
taxation has figured out that under the
existing inheritance tax laws it would be
theoretically possible to take several
times the value of the decedent’s estate.

Secretary Mellon called attention to
the fact that estate taxes are levied on
capital; that they are used for current
operating expenses, and that they there-
fore amount to a destruction of the total
capital in the country. In conclusion,
he said:

“To destroy values from which the
states receive income is to force them to
resort to higher taxes on land. The
Federal Government should keep estate
taxes as a reserve in times of national
stress. All prior inheritance taxes have
been war taxes. It is only now that
Congress proposes to destroy this re-
serve in times when revenues from other
sources are not only adequate but in
excess of the nation’s needs.

“In my opinion, such a course of
action is economic suicide.”
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The Foundation of Progress

EVERY man of good will should un-

derstand, and seek to make his
neighbor understand, the importance of
conserving the national savings for the
purpose of bettering and extending the
equipment of machinery and tools upon
which increased production and a wider
distribution of the fruits of industry are
dependent. There can be no important
progress by a nation that takes the bulk
of the savings of the country to pay
the expenses of government.

Many of the men who attack the con-
structive forces of the country are
honest and sincere in their beliefs, but
honesty and sincerity are not enough
when the welfare of the country is de-

pendent upon intelligence and knowl-
edge as much as upon good intentions.
The political leadership that the country
needs is the leadership that can see its
economic as well as its political needs,
and that has the courage to carry on in
the face of opposition.

The fact that the established economic
order was able to increase the per capita
income of goods by 60 per cent. in
twenty years while working under the
handicap of the opposition of most of
the country’s politicians, indicates what
might be expected if it had the co-opera-
tion of all and the enmity of none.—
From the June letter of the American
Ezchange National Bank of New York.
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The Cost of Bank Defalcations

Article I of a Series on ‘“The Cause and Prevention of Bank
Defalcations’’

By Martin K. Fowler

[This article is the first of a serles of author-
itative and important articles on *“The Cause
and Prevention of Bank Defalcations.” The
author, Martin K. Fowler, now of the New
Jersey State Banking Department and formerly
special bank accountant for the Federal De-
partment of Justice, In which capacity it was
his duty to investigate and ald in the prose-
cution of violations of the national banking
laws, has been a banker, an investigator and a
bank customer, so there Is no angle of the
banking business with which he is not familiar.
He has come in direct contact with many bank
‘efaulters and from talking with them and

:amining the circumstances of theilr crimes

e has acquired an insight into their methods
and motives which 1s shared by few other

authorities in the country. Mr. Fowler says,
regarding his series of articles: “Bank defalca-
tions could be prevented, not entirely perhaps,
but a very large majority of them, if all di-
rectors were up to their jobs. Most directors
labor under a misconception as to an exam-
iner’s duties, and do not reallze that they them-
selves are liable and that the responsibility of
preventing a defalcation rests on their shoulders.
I have tried to analyze the subject in a brief
yet comprehensive manner so that directors
generally will be put on notice of the many
danger signals.”—THE BEDITOR.]

UNDREDS of men are ruined
and millions of dollars lost
through bank defalcations every

year. Many bankers do not realize
that these figures show a dangerous and
unnecessary increase every year. One
surety company alone showed a net loss
of $500,000 for the year 1922 on bank
defalcations only. Considering the num-
ber of surety companies issuing this
form of protection, and the many losses
sustained by directors over and above
the amount of their surety bond, to-
gether with the costs to the Federal
and various state governments, an esti-
mated total of these loans would reach
staggering proportions.

An inspection of newspaper files in
any of the public libraries would seem
to substantiate almost any colossal
figure which might be set up as
representing the total losses of this na-
ture in a single year. In addition to
the losses just referred to are the cases
wherein the stockholders, and even the
depositors, must bear part of some par-
ticular loss.

Glancing at the costs to the Federal

Government for the investigation and
prosecution of hundreds of cases every
year, some idea may be had from a
rough estimate made by a Government
official. A United States Attorney was
engaged in prosecuting a case, the trial
of which lasted about a week. There
was nothing uncommon about this par-
ticular case, nor was this attorney one
who was given to exaggeration, as his
reply indicated. He was asked to state
a figure which in his opinion would
represent the cost to the Government for
the investigation and prosecution of the
case in which he was engaged. He re-
plied that this was rather an unfair
question to expect him to answer, but
after discussing the question for a few
minutes, he stated that he was reason-
ably sure that it had cost several thou- -
sand dollars. Other attorneys and
court attaches in the court at the time
made rough estimates of $10,000.

The report of the Attorney General
of the United States for the fiscal year
of 1922 shows that 338 cases were re-
ported to his office during that period.
The total number of cases cannot be
multiplied by the estimated cost of the
individual case just referred to, as some
of them may have been disposed of with
pleas of guilty and therefore little or no
expense outside of the regular legal ma-
chinery, the maintenance of which is
also a cost to the Government. On the
other hand, many of these cases may
have cost more than $10,000, the esti-
mated cost of the individual case
referred to. There does not seem to be
any way of obtaining the figures on the
actual cost of any particular case.

COST OF INVESTIGATIONS

An idea of these costs may be ob-
tained by a review of what actually
happens in the case of a defalcation in

7



8 ' THE BANKERS MAGAZINE

a national bank. The regular Treasury
Department examiners are usually re-
sponsible for the first disclosure of an
irregularity, sometimes merely “‘scratch-
ing the surface.” This irregularity is
reported to the Attorney General’s of-
fice and from there it goes to the
Department of Justice. This depart-
ment sends out men trained in banking,
accounting and investigation, and with
a knowledge of court procedure and
what constitutes evidence. These men
are given ample authority to “dig to the
very bottom,” and there is no limit
placed on the time to be consumed or
the expense to the Government. The
criminal investigation is then begun to
fix responsibility on all involved and to
collect evidence preparatory to prosecu-
tion. Some of these investigations will
run along for many months or a year,
and cost several thousand dollars in sal-
aries and expenses. Then the case is
presented to a grand jury, then tried
before a petty jury, and sometimes re-
tried. Some of these trials will last a
week or ten days, and require the bring-
ing of witnesses from many different
parts of the country all at the expense
of the Government.

Just consider the number of investi-
gations and trials that are in progress
year in and year out, and you may
imagine this enormous cost.

The Attorney General’s report shows
further that the Government collected
fines totalling $14,550 for the year on
violations of the National Banking Act.
Possibly this small sum would remun-
“erate the Government for the prosecu-
tion of a few cases, and the others would
represent a total loss. This report also
shows that sentences aggregating one
hundred and sixteen years, four months
and nine days were presented to bank
defaulters. This would seem to indi-
cate that the public must stand the cost
of supporting certain individuals, who
are well able to, and should be support-
ing themselves, for extended “vaca-
tions.”

We must also consider the unknown
costs to the various state governments

for the prosecution of hundreds of cases
in state banks and trust companies every
year. These cases are handled by the
local and state authorities, and paid for
directly by them. In the last analysis,
however, whether it be a Federal or
state case, the public must shoulder the
costs.

Last, but by no means least, we have
the great human loss, the ruination of
the lives of hundreds of young men
every year, men who were not entirely
to blame, not morally so at any rate,
and yet they have become branded for
life. Year after year more bank men
drift from useful occupations where
they are a benefit to society to the
penal institutions where they are sup-
ported by society. It matters not if
they are penalized lightly or severely,
their lives are ruined. Many simply
join the “down and out class” where
they are a positive menace to society.
The chances of their being of further
use to themselves or anyone else are
indeed slim. Possibly a death sentence
in many cases would be an act of Prov-
idence.

WHO BEARS THIS LOSS?

At a glance it would seem that most
of this loss was borne by the surety
companies, and therefore they alone
should be concerned. This view of the
situation would not only be erroneous,
but dangerous, inasmuch as human na-
ture is more or less selfish and the
attitude of “who wants to help the other
fellow save” might prevail, thereby
tending to increase and not decrease the
number of embezzlements.

It is understood by most everyone
that more cannot be taken from a cor-
poration than goes into it, hence the
rates on fidelity bonds must be based
upon actual losses. While the surety
companies may appear to be the direct
losers, they are actually only the agents
in handling the losses which are spread
out and handed back to the public in
another form.

As must needs be, all great losses are
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absorbed by the public, therefore it be-
comes the duty, not alone of the surety
companies but of every public-spirited
citizen and organization in the country
to give aid and encouragement in help-
ing to check this great waste.

When the public realize that they are
the real losers, when they so often read
of bank defalcations, and when they un-
derstand further that many of these
losses could have been prevented by
diligent bank directors, then we may ex-
pect an outburst of public fury against
those directors in whose institutions
defalcations occur. Then only will
some directors fear the occurence of a
defalcation.

It frequently happens that directors
and even stockholders are compelled to
make good losses which exceed the
amount of the surety bond. If this were
more often the case, the number of
defalcations would be considerably re-
duced for obvious reasons. Occasionally
an institution is forced to close its doors
as a result of irregular practices. These
are cases where the public usually stand
a large portion of the loss directly.

WHY NOT LET THE SURETY COMPANIES
WORRY ?

The bankers who take this attitude,
and unfortunately there are many of
them, are the very ones responsible for
a large majority of the defalcations.
They are furthermore responsible for
helping to increase the population of
our penal institutions, not to mention
the ruination of many young men.

Just think of a large bank in which a
defalcation of approximately $50,000
occured, permitting the same conditions

which furnished the opportunity for this
theft to exist for a whole year after.
When the attention of the officers of this
bank was called to this negligence they
stated that they were going to change
that dangerous custom. Banks like this
should be compelled to make these
changes forthwith, but of course the
surety company made good once and
will make good again, so why worry, or
even hurry?

Surety companies are not charitable
institutions and, as stated before, they
are not really losing anything. Bank
directors who think they are fooling
these companies or making a “goat” of
them, as the saying goes, are really fool-
ing themselves and the public whom
they represent.

Directors who take this view, caring
nothing for prevention, but solely rely-
ing on their surety protection, should
stop to consider the size of a possible
defalcation. What guarantee have they
that their defaulter, if they should have
one, will keep his theft down to the
amount of the bond? Many di-
rectors have had to dig and scratch for
every dollar they could lay their hands
on, money that they had worked hard
for and saved, to make good defalcations
which were greater than their surety
bond covered. They have learned their
lesson, although late. Damaging pub-
licity is sometimes hard to suppress and
surety bonds offer no protection in this
regard.

(Mr. Fowler's neat article of this
series on the cause and prevention of
bank defalcations will appear in an
early number of Tue BaNkERs Maaa-
ZINE.)
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“Easy Money’’ vs. Economy and Thrift
By Walter W. Head

President American Bankers Association

HE nation is suffering from a ma-

terial and psychological depres-

sion, but is confronted with no
greater difficulties than have been over-
come many times in the past, Walter
W. Head, president of the American
Bankers Association, told the conven-
tion of the Illinois Bankers Association
at Decatur, Ill.,, on June 19. Speaking
oni “Too Much Joy Riding,” he de-
clared that dreams of the easy money
of boom times would have to be aban-
doned and a return made to old tra-
ditions and time tried principles.

“A period of rapidly increasing
wealth is also the period of extreme
ambition, extravagant desire, inordinate
greed,” Mr. Head said. ‘“We have just
passed through such a period. We are
suffering today from the effects—the
aftermath—of such a period. With the
coming of the World War there broke
upon our country an era of inflation, a
period of ‘easy wealth,” which, in the
aggregate of the amounts involved, ex-
ceeded any previous similar experience.
Men made money as never before—in
large amounts, with minimum effort and,
relatively, with little risk. Wealth
which was normally the result of a life-
time of toil was achieved by the specu-
lations of a week.

“Government contributed to this ex-
traordinary creation and distribution of
wealth. When everybody was pros-
perous few objected to paying taxes.
Instead of urging economy the Federal
Government encouraged expenditure by
offering to give one dollar for building
roads, for education, for public health
activity, for every additional dollar con-
tributed by local governments. Tens
of millions of dollars were spent as a
result.

“It was easy to borrow money. Credit
was extended lavishly. Financial state-
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ments recorded unprecedented totals of
assets and liabilities, but no one wor-
ried about the liabilities.

“The bubble broke. Fear succeeded
confidence. The hot air of speculation
evaporated from inflated values. Today
we are convalescing. We are face to
face today with something more than
the necessity of doing business on a
pre-war basis. We are forced to forget
the dreams of yesterday. We suffer to-
day from depression of two kinds—
material and psychological. The latter
is, in many cases, more devastating than
the first.

“I shall make no attempt to minimize
the extent of our material loss in the
last four years. No man acquainted
with conditions in our agricultural dis-
tricts can minimize the seriousness of
the economic depression. On the other
hand, too frequently during the recent
period of depression, the more devastat-
ing loss has been the loss of confidence
in our individual power, the loss of con-
fidence in the ability and integrity of
our fellows.

“Of what are we fearful today? What
is there in today’s crisis that is more
serious that we are less able to sur-
mount than the crises of former years?
We have been swept off our feet by the
ease of fictitious rewards. We have suf-
fered a setback.

“The joy ride is over, but if we make
proper use of the resources in our care
none need go hungry. We must turn
again to old traditions; we must revive
our faith; we must restore our respect
for time-tried principles. We have
tried to make progress too hastily by
attempting to increase values without
increasing intrinsic worth. We must
again acknowledge that progress comes
only through toil, economy and thrift.”
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Tendencies in the Automotive Industry
By Walter P. Chrysler

Pl;esident and Chairman of the Board of Directors of the Maxwell and
Chrysler Motor Corporations

HE automobile manufacturer has

been described as a chronic opti-

mist because he insists that the
business of manufacturing and selling
motor cars is still in its youth, that
stability in the industry will not be
achieved in the United States before
five or six years, and that world-wide
markets for motor cars await exploita-
tion.

Most automobile manufacturers who
have set about to rid themselves of the
guess element which characterized the
auotmobile business of a few years ago,
base their production today upon the
increased size of their market and the
increased income of their prospective
purchasers. To be sure, here and there
are to be found manufacturers who have
proceeded otherwise, and have turned
out as many cars as their factories were
capable of producing. But the automo-
bile industry is like all industries in that
it is made up of all kinds of business
men. Some are wise and some are not
so wise.

Unfortunately bankers have heard too
much about the manufacturers who
made too many cars in 1928, and not
enough about those manufacturers who
determined their production after mak-
ing careful surveys.

THE ELEMENT OF OVERPRODUCTION

There is something the matter with
the industry. In a word, it is overpro-
duction. The charge cannot be fairly
made of the industry as a whole, but
it can be made of certain companies, and
those companies have influenced the en-
tire industry.

It cannot be denied that overproduc-
tion is not the only element entering
into the situation, but it is the most im-
portant one. The tax reduction muddle
has had its influence. The innumerable

investigations in Washington have had
anything but a stabilizing effect. In
some states weather has been bad. Cal-
ifornia, where there has been a decided
drop in sales, has experienced one of
the worst dry spells in its history.

Automobiles in the past have been
bought, not sold. Sales departments of
a certain few companies have arbitrarily
fixed sales objectives after inquiring
from the production department the
capacities of plants. In other words,
up until the present time there has been
no relationship between production and
the capacity of the market to absorb
cars. - Sales departments have not been
operating on a scientific basis. They
have been successful because there has
always been a shortage of cars. Even
Mr. Ford with his tremendous produc-
tion had 850,000 unfilled orders at the
end of 1923.

The year 1922 was a wonderful year
for the automobile business. Produc-
tion increased from 1,661,660 in 1921
to 2,669,064 in 1922. But certain man-
ufacturers were not satisfied. They
proceeded to increase production from
40 to 100 per cent. during certain
months in 1923. In fact, during the
peak months of 19283 a production
schedule was maintained which, if con-
tinued throughout the year, would have
meant that the industry would have pro-
duced 6,000,000 cars instead of the 4,-
000,000 which were manufactured.

Now what happened? .

Too many cars were produced. To
move them certain factories required
dealers to take more cars than they
could sell. New dealers were added.
Some dealers lost part of their terri-
tory. Dealers had more cars on hand
than ever before. Cars by the hun-
dreds were stored. To make sales, more
money was allowed for used cars than

11



12 THE BANKERS MAGAZINE

good business dictated. All in all, an
unhealthy condition resulted.

And then spring came along. Fac-
tories began to wonder why dealers
were not ordering the usual number of
cars. Investigation showed that the
dealers in most communities were selling
as many cars as ever, but the cars sold
were those placed in storage during the
winter months.

Factories were compelled to reduce
production.  Stocks depreciated in
value. Question was raised in the pub-
lic mind as to just what was the matter
with the industry. The truth is that
nothing is basically wrong. The in-
dustry as a whole is cuffering from the
mistakes of a few companies.

But fortunately what can be said
about a few companies, as already
stated, cannot be said truthfully about
all companies or about the industry as
a whole. And it is important that
bankers especially should have the other
side of the picture.

WHY THE INDUSTRY WILL CONTINUE
TO GROW

The automobile business has grown
with amazing rapidity, but it is going
to continue to grow. First, increase in
income means an increased number of
car buyers. Others whose income has
not increased will buy cars by getting
along with less in other lines.

Present owners of cars are buying
second and third cars. It is getting in-
creasingly common for families to have
more than one car.

Finally, there is the replacement
business, that is the business of replac-
ing the entire car.

A study of business shows that after
an initial period of risk and loss sub-
sequent to rapid expansion and large
profits, the average industry grows at
the rate of from 5 to 10 per cent. a year.
Eight per tent. growth is a good aver-
age to expect of the automotive
industry. That means that normal
production during 1923 should be 8 per
cent. of the registered motor vehicles of
15,000,000, or 1,200,000 cars. In addi-

tion during 1924 there should be a re-
placement market of about 2,000,000
cars, making a total of 3,200,000 cars
for the year. That is less than in 1928,
but 1923 saw an unusual if not abnor-
mal growth in production.

Continuing on this basis one may rea-
sonably assume that in 1928 there will
be 20,000,000 motor cars.

NO CAUSE FOR ALARM OVER OUTLOOK

There is no reason for anyone to be
alarmed over such an outlook. Hereto-
fore automobile dealers have not kept on
hand an adequate stock of cars. This
has been because most factories until
recently were always behind with their
production. It is perfectly natural to
expect that dealers should keep a rea-
sonable number of cars or hand.

No one should be concerned about the
country’s capacity to buy so many cars.
In 1910, $1000 would buy a certain
grade of car. Today that same sum will
buy what is comparatively a $1500 car.
The purchasing power of the automobile
dollar has increased that much.

The percentage of incomes of $1500
—to use that figure arbitrarily—is much
higher in 1924 than in 1910. That is of
real significance to the motor car man-
ufacturer. '

It is true that the automotive industry
has grown with amazing speed, but the
growth has been sound. Take the
monthly average production of cars for
an example:

1913 ... 40,416
1914 47,422
1915 . 74,385
1916 . .. 181,968
1917 155,746
1918 . 96,187
1919 . 164,502
1920 e 188,767
1921 . 140,205
1922 ... — 215,504
1928 ... — 884,408
January,
1924 . 816,148
February,
1924 . 867,485
March,
1924 ... 882,456
April,

. 878,189
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But here are figures equally interest-
ing. These figures show the number of
cars eliminated each year:

1918 65,000
1914 119,795
1915 170,000
1916 222,000
1917 259,000
1918 816,000
1919 429,000
1920 584,000
1921 790,000
1922 1,028,000
1928 1,282,000

How can there be any saturation
point when the number of complete cars
replaced exceeds the increase in pro-
duction each year?

A certain middle western bank said
that the automotive industry is faced by
difficult choices. It said recemntly: “It
will either have to find new users in far
greater numbers than it has in the past,
or it will have to sell a greater number of
families more than one machine apiece,
or it must greatly expand its exports, or
it must reduce its output.” In reality
the industry will do all of them, except
that the reduction of its output will not
be so great.

With reduction of output there will
be a corresponding reduction in the
number of companies making automo-
biles, and also the number of makes.
This is not surprising when it is re-
membered that twelve companies mak-
ing twenty-four makes of cars are doing
about 95 per cent. of the total business
at the present time.

It is natural that the automotive in-
dustry should turn more and more to
the export market. In the past pro-
hibitive tariffs have made it impossible
for American companies to compete
abroad. But on August 1 the English
tariff is to be removed, and it is re-
ported too that Germany will lift what
amounts to an embargo on cars. France
and Italy still have tariffs which are
prohibitive, and it is doubtful whether
these countries will allow their own
native companies to be subjected to the
competition of the American companies.

Exports of passenger cars from the

United States and Canada for the first
quarter of 1924 exceeded those of last
year for the same period by more than
10,000. While domestic production in
the first quarter of 1924 showed an in-
crease of about 18 per cent. over the
similar period for 1928, foreign ship-
ments went ahead about 29.8 per cent.

THINGS ONE MAY EXPECT

In taking a quick bird’'s-eye view of
the motor car industry and noting the
tendencies within the industry one may
safely come to these conclusions:

Mr. Ford will continue to dominate
his price class because of the tremen-
dous business he has developed and be-
cause of his marvelous organization. At
the present time Mr. Ford is doing an
extraordinary business. His domestic
retail sales in the first ten days of May
were 83,852, exceeding the sales in the
first ten days of April, which was a
record month. Retail sales from January
1 to May 10 were 757,021 units, of
which cars and trucks show a gain of
102,158 over the 1928 period. The
average daily production in May, 1924,
was 8385 units.

Ford is now selling his cars at cost,
we are told. His profits of $82,000,000
last year were derived from parts and
by-products activities.

Despite talk of over-production there
is a shortage of the more desirable cars.
And prices will go up and not come
down. Half a dozen companies have
already increased prices, and others will
do so.

Within five years 70 per cent. of the
cars manufactured will be closed cars.
And it is but a few years ago that cars
were sold without tops.

Twelve months will continue to be
the accepted length of time allowed in
which to pay for a motor car. When
longer time is permitted it will be
where opportunity is afforded to make
a careful investigation of the person to
whom the longer credit is extended.

Manufacturers are coming to be more
and more critical of the type of dealers
which represent them. The successful



14

manufacturer today insists upon dealers
who are financially responsible.

The manufacture of automobiles is a
gigantic industry and like all industries
has made mistakes. But it also went
through a post-war period which was
just about as trying a period as anyone
could ask for. Any industry capable of
surviving that period must have built
soundly. The industry has also been
heavily taxed.

Bankers are coming to have more and
more confidence in automobile paper.
This is proved by the fact that but two
companies out of more than 100 have
organized their own acceptance com-
panies, and these by choice and not by
necessity.

The used car problem is a problem to
be sure, but dealers who have organized
to sell used cars just like they have or-
ganized to sell new cars have found that
their difficulties were not nearly as
troublesome as they imagined.

THE BANKERS MAGAZINE

Overproduction is the thing that the
industry must avoid. Overproduction
introduces an unhealthy element which
makes itself felt throughout the indus-
try, even to the dealer. When the
dealer has to take from the factory more
cars than he can sell, he gives more for
used cars than he knows he ought to.
That means that the dealer who is not
oversupplied has to meet what is vir-
tually unfair competition.

It is going to take four or five years
more before the automotive industry
will become firmly stabilized. Then the
business will consist principally of re-
placements, but that will be a huge busi-
ness. And at the same time the Ameri-
can manufacturer will turn to foreign
markets.

The automotive industry merits the
confidence of the public in general and
bankers in particular. It is an industry
worth studying. It is still young, and
offers great possibilities.
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Government vs. Prosperity

HERE is a prevalent belief in our
legislative bodies that capital is a
menace to the common welfare.

Of the more than 11,000 bills intro-
duced into the present session of Con-
gress, it is difficult to find any that show
on the part of their authors a disposition
to visualize the problems that impede
the march of irdustrial progress.

Excessive and unwise taxation, for
instance, is harmful to business. It is
also absurd because it defeats its own
object by reducing the capacity of those
who pay the taxes. History proves that
it is as foolishly uneconomic as “killing
the goose that lays the golden egg.”

Not that all business legislation has
been unwise. On the contrary, legisla-
tive safeguards have done much to pro-
tect and encourage legitimate business
and save our country from the evils of
dishonest manipulation and the improp-
er exploitation of national resources.

Such laws are necessary for the com-
mon good.

In recent years, however, our legis-
letors have become obsessed with an im-
practical idecalism. We have simply
swung beyvond the laws of reason. We
are a nation of psychological extremists,
with a strong inherent sense of justice
and common sense that ultimately pre-
vails.

In the final test, therefore, the Amer-
ican people will swing back into bal-
ance, with a recognition of the mutuality
of interests between capital and labor.

They will realize that the best way
to help themselves is to work with busi-
ness; that the best way to work with
business is to keep it free from unneces-
sary laws that make capital timid and
afraid.—-From “The Corn Ezchange,”
published by the Corn Exchange Na-
tional Bank of Philadelphia.
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A Man Without a Country
By William Ashdown '

Illustration by Burris Jenkins, Jr.

HEN a man leaves the old coun-
try and becomes a citizen of
the new, then goes back to the

fatherland and declares officially that he
is a citizen of no country, he is in for
trouble. Particularly is this true if the
new country has seized his property
during a state of war and proposes to
hold on to it until he proves that he
remained loyal to the country of his
adoption. This is the proposition that
confronted, let us call him, Hans
Schmidt.

Shortly after the Civil War, Schmidt
came to this country from Germany. In
due course he made a small fortune
operating one of those old-time German
eating places where good cooking took
precedence over style, and you could
get a cut of beef, (real) rye bread and
a stein of beer for 80 cents. He was
careful of his savings, as Germans are
wont to be, never speculated, and fol-
lowed another custom of his countrymen
—put his savings in the savings banks.
When he retired, some time prior to
1910, he had about $50,000 in New
York City bonds and some $30,000 cash
in one bank.

His only daughter had died under an
operation, and his wife faced the same
ordeal, at which she rebelled. As a
compromise, the physician recommend-
ed an extended trip abroad, and a trial
of German physicians. About 1910 the
couple went to Germany for a prolonged
stay. All their fortune except a few
thousand which they took with them was
left in America in the form above men-
tioned. They bought a little place in a
small German city and settled down to
recover the wife’s health.

When the war broke out, Schmidt was
in a dilemma. Ethically, no doubt, his
heart was with the fatherland. Finan-
cially it was in the United States. He
could not forget that he had made a
small fortune in the country of his

adoption and had left it there. In this
he was wise. At the beginning of
hostilities it seems that he went to an
American Consul who advised him that
his citizenship was good for ten years
without further effort. When America
became involved, it also seems that he
went to our representative, the Spanish
Minister, but what he did is uncertain.

SCHMIDT—AUSLANDER

It was decreed by the Kaiser that all
foreigners who were in Germany when
the war broke out should register with
the police. Schmidt did so. When asked
his citizenship he declared himself to be
an “auslander’”’—a citizen of no country. -
Here is where he invited trouble. He
did not feel sure of what he was. If he
declared himself an American, he did
not know how the Germans would take
it, and if he declared himself a loyal
son of the fatherland, he did not know
what would become of his bank account
and his bonds, then in custody of a New
York trust company. Therefore he be-
came a man without a country.

When the Alien Property Custodian
sent forth his mandate that all banks
holding property belonging to hyphen-
ated Americans, or known alien enemies,
or Americans in Germany, should make
a report, the bank holding Schmidt’s
$30,000 was in a quandary. Just who
this good depositor was no one in the
bank knew. The account was old, very
substantial, and semi-dormant except
for periodic deposits of a stated amount.
No drafts had been made for years.
Had Schmidt forgotten it? Hardly pos-
sible. Was he dead? No one knew.
The teller had heard that he was in
Germany, but the information was just
enough to bring a doubt. So large a
sum meant much to a little bank, buying
Liberty Bonds until it hurt. But loyally
they responded to the decree and re-
ported the deposit of the unknown de-
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positor. They would hold it subject to
the order of the Government; and
speaking in slang, the Government
‘“grabbed it.” With a foresight born of
necessity, the bank took $30,000 of its
Liberty Bonds and sent them to Wash-
ington, half expecting them to be re-
turned and cash demanded. They built
wiser than they knew—for Schmidt’s
benefit, as will subsequently appear.

THE AUSLANDER RETURNS

Five years after the Armistice,
Schmidt came back. He had been told
by relatives that his bonds and his bank
account had been seized. With child-
like innocence, he went to the paymaster
at Ellis Island and asked for his prop-
erty, as if kindly Uncle Sam would be
waiting for him with open arms, to wel-
come home a citizen of no country, and
hand him back his property. He was
told where to go.

Little did he know what a fight was
before him to clear himself of that in-
nocent declaration that he was an
auslander sojourning in Germany for
his wife’s health.

Before Schmidt got his land legs on,
he was at the bank, demanding his
money. They also told him where to
go; but believing that they had un-
willingly gotten him into trouble and as
a matter of good will, the bank officials
offered to help him recover his property
at no cost to himself. Schmidt pro-
duced his citizenship papers of 1879.
It was apparent that he was an Ameri-
can. He produced his passports, as an
American—that dignified document with
the seal of the Department of State.
But having these valuable papers and
inducing the Government to give back
his property were two different things.

As one would lead a blind man seek-
ing light, so the bank led Schmidt in
the quest for his property. An officer
took him to Washington and interviewed
the Alien Property officials to ascertain
what proofs they would require. They
- said to him: “Schmidt, you went to Ger-
many in 1910 for your wife's health.
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Prove that it was necessary. You bought
a house. Tell us why. You stayed
thirteen years. Why did you not come
home before? You declare in this im-
pressive paper you proudly exhibit that
you are an auslander. In the language
of the South, ‘How come?’ Prove to
us that you were loyal in thought and
deed while you were away. Show us
what efforts you made to come back.”

Acting upon the suggestions of the
Alien Property officer, the bank man
interviewed Mr. and Mrs. Schmidt in
order to trace their movements in Ger-
many.

“Now, Mr. Schmidt,” said the bank
man, ‘“tell me where you landed in
Germany.”

“In Hamburg,” was the reply.

“How long did you stay in Ham-
burgh *”

“I don’t remember.”

“Then where did you go?”

“Hanover.”

“And what did you do in Hanover?”

“I eat, sleep, smoke and valk.”

“Where were you when the war broke
out?”

“I vas in Hildesheim.”

“What did you do when you knew
the war was on?”’ :

Then Mrs. Schmidt, losing her pa-
tience at the interrogations, broke out.
“Vy, vy, I ask you, you ask us all dese
questions? It is none of your business
vat ve do in Germany. Ve vas dere, ish
not dat enough?”

“But,” said the bank man, “the Gov-
ernment wants to know, and if you don’t
tell them, you don’t get your money
back.”

“Vell, I go see Mr. Hylan,” said Mrs.
Schmidt, “he fix it up for me.”

Thus, little by little, the story was
put together. The doctor who sent him
away was located and made his affidavit.
The physician in Germany was dead—
a missing link. The American Consul
could not be located. and the Spanish
Minister was impossible. There was no
record of the conversation or the call.
Schmidt had written letters. What did
they say? Could loyalty be read into
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Then came the war—his heart was with the fatherland, but his money was in New York

them? Not with the censor reading
them. His grandson was in the Army,
and Schmidt had written him—to what
effect? He had been passed out of the
country and back into it as an American
citizen, but that meant nothing now.
The Government had his money and
proposed to keep it until convinced that
Schmidt remained loyal. By what
process can a hard boiled Government
official be persuaded that an auslander
is loyal? Those thoughts in the back of
Schmidt’s head—that is what the Gov-
ermment would know.  Schmidt—
show us!

The bank man swore that he thought
Schmidt loyal. Schmidt and wife swore
they were loyal. The grandson swore
he thought grandfather loysl. And at
last the Government began to yield.

ENTER A LAWYER

Now enters a Washington lawyer.
The bank man could do no more. The
work was “in process.” From desk to
desk in the Arlington Building in Wash-
ington, where confiscated estates are
handled, the claim went. The personal
contact was established. The officials
were satisfied in part with the merits of
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the case, but not wholly convinced. They
hesitated to approve it. Like all Gov-
ernment routine, it moved distressingly
slow. They offered Schmidt the maxi-
mum amount ($10,000) that can be
passed without the President’s personal
approval. He refused to accept it, even
though it did not jeopardize the balance.
All or none, was his answer.

As the folder was nearing the top
of the pile for final action, the official
handling’ the matter was called to
Europe. Mr. Lawyer had to begin all
over again. He importuned senators and
congressmen of his acquaintance to in-
tercede and get action. Finally it re-
ceived the approval of the Alien
Property Custodian and went to the
Department of Justice. Here it lagged
for months. By an official mandate all
such cases were sidetracked for six
weeks in favor of other department
matters. Meanwhile Schmidt had near-
ly become a citizen of a country from
which no weary traveler ever returns.
He was worn to a frazzle. He was
living with relatives and was nearly
penniless.

President Harding was on his fatal
Western trip, and it required his official
signature before payment could be
made. More delay.

The disruption of the change in ad-
ministration caused still more delay.
Weeks wore into months before it came
out of the Department of Justice, and
on a winter’s day it came out of the
Wkhite House with President Coolidge’s
name on the dotted line, and Schmidt
could have his money.

With full assurance that the check
was drawn for the accrued interest, and
that the bonds were in the mail and
would precede him, the lawyer has-
tened to New York. He brought the
bank man and Schmidt to the bank
where the property was to be turned
over. One day gone. No, it had not
gone out, they said over the wire; there
was some delay in getting the case com-
pleted. But it was then in the mail.

Lawyer, Schmidt and Mr. Banker
again assembled in solemn conclave on

the second day to receive the fateful
package. Anciher day wasted. No,
they said again over the wire, it had not
gone, but was going by express. Expect
it tomorrow. Another assembly of the
bank man and the lawyer, with Schmidt
disgusted and missing. Finally the ex-
pressman came; and the bank man and
the lawyer took the estate to Schmidt’s
residence. where they laid the bonds and
a check for something over $17,000 on
the diring room table.

They had hoped to find Schmidt
greatly pleased at the outcome, only to
find him taking 1t as a matter of course.

Schmidt counted his bonds, over and
over again; reckoned up the interest and
found it correct; parried with the
lawyer over his fee and “beat him down”
$500. Then came the climax in the
following conversation:

Schmidt: “You sent the Government
$30,000 in Liberty Bonds for my
money ?”’

Bank man: “Yes.”

Schmidt: “But I put cash in your
bank.”

Bank man: “You did.”

Schmidt: “How much are
bords worth now?”

Bank man: “About ninety-nire.”

Schmidt: (Figuring a minute or two.)
“Then I lose $300.”

Bank man: “If you want to put it
that way—yes.”

Schmidt: “Can I demand $30,000
cash from the bank now?”

Bank man: “You can demand it, but
you won’t get it. We settled with the
Government and the Government set-
tled with you. Your quarrel is with
them.”

Schmidt: “Vell—I see my lawyer.”

Bank man: “Mr. Schmidt, when you
see your lawyer, do not forget to tell
him that if the bank had sent $30,000
in cash, you would have received $30,~
000 back—no more. By sending
Liberty Bonds we have made you—let
me see, exactly $6875—enough to pay
your lawyer, all expenses, and leave you
a cash profit of $5000.”

Schmidt: “Vell, I see him anyhow.”

these
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Branch Banking and the Small Borrower
By Mahlon D. Miller

Manager New Business Department, Lake Shore Trust and Savings Bank, Chicago, Ill.

[This article on the branch bank question
from the point of view of the small independent
community bank i1s published purely as an ex-
pression of the individual opinion of the author.
Readers of THE BANKERS MAGAZINE will
bear in mind that on this, and other subjects
of a controversial nature, the pages of the
Magazine are open to 2xpressions of opinion on
both sides of the subject in question.—THE
EDITOR.]

HAT the appreciation of the

American people for independence

in matters of local self govern-
ment is thoroughly instilled, and will
never succumb in any cleancut issue
where the choice rests between central-
ized control and personal and commu-
nity independence, is clearly revealed in
the recent decision laid down by the
Attorney General of the United States,
which sets forth, positively, that na-
tional banks may not engage in branch
banking,.

The fact that the decision permits
local branches to exist for the purpose
of receiving deposits and cashing checks,
however, does not make the fight which
has been waged against branch banking,
conclusive, and leaves this serious prob-
lem still open for discussion.

First of all, how will permission
granted the national banks to establish
depositories throughout a municipality
affect the small independent community
banks, which now occupy positions of
influence in the civic centers at some
distance from the heart of the central
financial districts? -

Receiving deposits at branch offices
makes it possible for centralized institu-
tions to develop a system for collecting
deposits which would tend to prove
monopolistic.  With branches strung
out along the principal thoroughfares
with chain store regularity, the small,
independent community banks would
ultimately be forced out of business.

The result would be a centralized bank-
ing system.

The fact that state legislatures may
properly enact legislation permitting
local state banks to engage in branch
banking would indicate that there is a
possibility of the branch banking system
extending further in those states which
have not legislated against it.

It is the purpose of this article to
discuss:

How the branch banking system affects
the small borrower in making loans with and
without collateral; and in making loans on
real estate.

How the system affects the service the
small borrower receives.

How the small independent community is
affected by the operation of a centralized
banking system. What the small borrower
may be led to expect from branch managers
in the way of co-operation.

LOANS MADE WITHOUT COLLATERAL

Let us first take for consideration the
question of loans made without collat-
eral. A small local baker, we will say,
wants a loan of $2,500; he makes out his
statement and comes into a branch bank
to negotiate the loan. As is usually the
case, his statement will not be an au-
dited one. The branch manager, we
will say, has a spgaking aquaintance
with the applicant, but, owing to the
great demands upon his time, has never
been through the plant.

Now the question is asked, ‘“What is
the proceedure in considering the appli-
cant for this line of credit?”

The customary credit letters are sent
out and the matter goes up to the central
discount committee. Of course since
the baker has only a small business he
is, we will presume, unknown to the
parent bank discount committee, and as
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a result will not get overmuch considera-
tion. “Why?”, you ask. Because, as
the statement is not an extra good one,
the committee will feel that the cost of
making this loan, considering the time
spent in further investigating the client,
and that the balance he will be able to
give the bank will be small, will not
make it a profitable proposition from the
bank’s point of view. Why bother, then,
to make the loan?

From the small community bank,
operating under low overhead cost, the
officials of the bank having possibly been
brought up in the same neighborhood
with the baker, he would get more con-
sideration.

Such a bank would have checkings
covering years of experiences with their
client and could safely grant the credit,
doing so on a profitable basis. The
baker would have an opportunity to
“sell” his personality to his banker,
which he would not be able to do in the
same way had he to deal with the man-
ager of a branch bank.

Now take the matter of loans on col-
lateral. An experienced banker knows
that in matters of loans, on collateral
especially, when money is tight they are
made by preference. By ihat I mean
the man who has carried the big balan-
ces, who is the strong man, financially
independent, is going to get the prefer-
ence. It is for this reason that, under
the branch banking system where loans
are passed up to the central bank for
consideration, there will be naturally a
tendency to overlook the small borrower.

In the case of the small borrower
coming into the small community bank
when money is tight, as the bank
gets its deposits from the community it
serves and has no strings tied to it
from a stronger central banking institu-
tion, it makes its collateral loans where
it feels justified. The result would be
that the little business man would not
be told that the bank was all loaned up,
as he well might be in the case of a
branch bank, which has heavy demands
for its deposits coming from the parent
bank.
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THE SMALL BORROWER AND REAL
ESTATE LOANS

Now let us take up the matter of how
the branch banking system will affect
the small borrower in relation to real
estate loans.

Often the small local merchant needs
money in a hurry and comes into the
community bank to ask for a loan on
his place of business, represented by a
factory plot and plant. The branch
manager gives him his real estate ap-
plication loan blank to fill out, and then
sends up the loan to the real estate loan
department of the parent bank for con-
sideration. What happens, you ask?
Owing to the large number of loans and
real estate deals pending, it will prob-
ably be ten days before the little mer-
chant will know whether or not he is to
receive the loan. Frequently he will find
that the wheels of the huge branch
banking machine, while just, are so slow
that the assistance wanted comes too
late, and he finds himself financially
embarrassed.

‘When the small business man enters
the independent unit bank in his com-
munity, he calls on the president.
“Hello, George,” says the merchant,
“how are chances of a loan on the
plant?” The president, familiar with
most of the property in the community,
having lived there about all his life, and
who possibly may have gone to school
with the applicant for credit, can
answer almost immediately. The result
is that the small borrower gets quick
action, when he needs it most. The loan
is judiciously made, owing to the presi-
dent’s familiarity with real estate values
in the community, which he has obtained
by practical personal experience through
many years’ residence. The small busi-
ness man thus finds it easier to make his
real estate loans in the unit banks, and
finds over a long period that he will get
more consideration from an institution
which has grown up, and whose officers
have been brought up, in the community
which they are trying to serve.
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DO BRANCH BANKS GIVE BETTER SERVICE?

One of the slogans used by the
branch banking interests is ‘“Branch
Banking Brings Better Service.” It is
claimed that, with the parent organiza-
tion back of the branch, credit informa-
tion, statistical information and invest-
ment service will be superior to that
which the small community bank is in a
position to give.

First of all, how about credit informa-
tion requirements relative to the small
borrower? What are his requirements?
More than likely they are small, and
local in their character. The community
banker, often a man who has been
selected by reason of his broad knowl-
edge of financial conditions existing in
his neighborhood, is in a far better posi-
tion to care for the local needs of his
clients than is the branch manager, who
may have been sent as a stranger into
the community, having no special knowl-
edge of the character of the inhabitants,
their habits of life, or their financial
standing.

The business activities of local mer-
chants, more than likely, center around
the particular community which it is de-
sired to serve. For this reason there are
few requirements of either a credit or a
statistical nature that the small, sep-
arate banking institution cannot take
care of adequately. While it is granted
that a large parent organization has a
far superior statistical department,
what good does this do the local black-
smith or candlestick maker, who is in a
hurry for facts, say, concerning some
investment. Can he wait until the branch
manager writes to headquarters for the
information? He cannot! If the sta-
tistica] and credit files of the parent
bank are to be of value to the small
borrower they must be close to him, for
as a busy merchant he has not the time
to stay away from his business estab-
lishment long enough to go to the
central banking headquarters to get
what he wants. Is it not reasonable
to believe, under these circumstances,
that branch banking, from the point of

view of service, does not hold forth all
that one might be led to believe on first
consideration?

From the standpoint of financial
backing and personnel, branch banking
has also little to offer the small bor-
rower. What good does it do the small
merchant to deposit with a branch of
some large institution, merely because of
its strong resources, if it means a bank-
ing system which is so inelastic as to
prove a hindrance when quick, personal
service in credit extension is at a pre-
mium? Of what real avail is a branch
manager to a small business man. when
he is shorn of his banking prerogatives
regarding discretionary financial mat-
ters which are of real moment to the
local merchant?

THE ATTITUDE OF THE BRANCH MANAGER

The mere fact that a community is
being given only a branch bank manager
to look after its financial requirements,
would indicate that he would not be a
banker of the highest caliber, and one
who would be big and broad enough to
see the problems of the community as a
whole. Why should he, as a local
branch manager, be expected to under-
stand the intricacies and financial diffi-
culties of a community in which he is a
stranger? At best, would not his effort
at sympathetic understanding be im-
personal and superficial, when one stops
to consider that, shorn of any real finan-
cial power, he comes, a stranger, into a
new neighborhood for which he has no
particular regard?

The impersonal element in banking,
which is characterized by branch bank-
ing, must needs give place to demands
for a banking service which is outstand-
ing for its practical and educational
values, in harmony with the growing
spirit of democracy which calls for a
broad range of facilities which embrace
the entire field of communal activities.

If it is true that the type of man who
starts a bank in a small community is
essentially constructive, his natural
sympathies and associations will tend to
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be with men of constructive type, and
consequently he will co-operate with
them in the upbuilding of the com-
munity. In place of the monopolistic
tendancies which one might expect from
the operation of the branch bank system,
one finds an independent banking unit
extending its support to young, aggres-
sive, and enterprising individuals, who
will grow with the bank with the pas-
sing of time, and as they develop will
help build up the institution with their
deposits.

One of the most serious problems
which confronts the small borrower who
does business with the branch bank is
that of providing ample assurance that
his funds are secure. Consider for a
moment the difficulties encountered in
making a worth-while bank examination
of an institution which has more
than one hundred branches! The ex-
aminers, already loaded down with
more examination work than they can
conveniently handle, will find it a diffi-
cult problem, indeed, to make an intel-
ligent analysis of each separate branch,
reflecting the character, reputation,
valuation of securities, and conformity
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with the local rules and regulations
which are indigenous to each community.
To grasp a true financial picture, to
gain an accurate perspective of an insti-
tution whose branches extend outward
like the feelers of an octopus in all
directions, will more than double the
cost of bank examination work which
already is a heavy financial burden, and
at the same time will not give the assur-
ance to the small borrower that he would
get from a local independent bank with
whose activities it is possible for him to
keep in touch.

What the branch banking system will
mean to the small borrower will depend
upon his reaction toward what will, in
some parts of the country, be a highly
centralized financial structure. It is to
be hoped that, with the increasing com-
plexity of our financial structure, the
small borrower will receive the consid-
eration to which he is entitled, and that,
with the growing spirit of democracy
throughout the country, he will be able
to preserve his position of financial in-
dependence, which has been so largely
responsible for our national develop-
ment.
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First U. S. Currency Easily Counterfeited

SO easily counterfeited were the first

Iots of paper money issued by the
United States Government in the sixties
that spurious bills flooded the country,
and countless astute business men were
victimized. Finally, to balk the crim-
inals, a book called “Heath’s Infallible
Government Counterfeit Detector at
Sight” was published in 1870.

In those old days money was printed
on ordinary paper, which counterfeiters
could easily obtain or imitate and, con-
sequently, such a book as “Heath’s
Detector,” which concentrated on the
designs on the bills, was needed. Now,
however, a special brand of paper with

special water marks, whorls and em-
bedded tiny silk threads, is used. This
paper cannot be imitated by the coun-
terfeiter and such a book as the “De-
tector” is not now needed.

The book, published by Laban Heath
& Co. of Boston and Washington,
claimed to be “the only infallible
method” of detecting counterfeit notes
and bonds with ‘“genuine designs
(which were multilated) from original
Government plates by authority from
the United States Treasury Department
and the American, National and Conti-
nental Bank Note Companies,” New:
York and Boston.”—Detroit News.
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MANY unusual features of design and

planning have contributed to make
this one of the notable banks of the year.
An attractive booklet illustrating the
building and its interior is now on the
press and will be mailed to any banker
upon request.
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Banking and Commercial Law

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

Notice of Dishonor Unnecessary
as to Drafts Against no Funds

Mazukiewicz v. Hanover National Bank of
the City of New York, Supreme Court
of New York, 203 N. Y. Supp. 526

N July, 1914, the plaintiff purchased
from the defendant bank, in New
York, two drafts on a banking house

in Lomza, Russia. When presented, the
drafts were dishonored. The plaintiff
returned to the United States in 1921
and instituted this action to regover
from the defendant the amount paid for
the drafts, with interest.

The plaintiff testified that when the
drafts were presented to the drawee
bank, he was told that the defendant
had instructed the drawee not to honor
the drafts. It was held that if this
testimony were true, the plaintiff, under
the Negotiable Instruments Law, was
under no obligation to give notice of
dishonor to the drawer. In any event,
it was held that the necessity of giving
notice of dishonor to the defendant was
dispensed with since the defendant had
no funds on deposit with the drawee
when the drafts were presented. It was
so held even though the defendant had
instructed a Warsaw bank, with which
it had sufficient funds, to arrange for the
payment of the drafts. Judgment was
given for the plaintiff.

Action by John Mazukiewicz against
Hanover, National Bank of the City of
New York. On motion for a directed
verdict. Plaintiff’s motion granted.

OPINION

HAGARTY, J.—In July, 1914, the
plaintiff purchased from the defendant
bank, in New York, two drafts, one for
10,000 rubles and the other for 5000
rubles, for which he paid the sum of
$7725. The drafts were issued by the
defendant in duplicate to the plaintiff’s
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father, Andrzej Mazukiewicz, and were
drawn on the banking house of Gebruder
Szarkanski, at Lomza, Russia. For the
purpose of facilitating payment, the
drafts were issued in the name of the
plaintiff’s father, because the father was
known in Lomza, and the plaintiff was
not. The original drafts were mailed to
the payee, therein named, who resided
at Ripchisnia, Poland, and the dupli-
cates were retained by the plaintiff. On
July 11, 1914, plaintiff left for Ripchis-
nia, Poland, where he arrived on
July 23, 1914. Ripchisnia is about two
miles from the German border line. In
August, 1914, war was declared by Ger-
many upon Russia, as a result of which
the post office was closed. After a
period of about six weeks, the post
office was reopened, and the original
drafts were then received and indorsed
by plaintift’s father to the plaintiff. In
October, 1914, the plaintiff, accom-
panied by his father, went to the
Szarkanski Bank, at Lomza, Russia,
presented the drafts, and demanded
payment. Plaintiff was unable to make
an earlier presentation for the reason
that Lomza was seventy-five miles away,
and “Germany was in Russia.” Plain-
tiff testified that Mr. Szarkanski looked
at the drafts and said, ‘“Hanover
National Bank notified me not to pay
off (until) after the war.” The drafts
were not honored. The plaintiff was
unable to return to the United States,
because of lack of funds, until April,
1921, at which time he demanded pay-
ment of the drafts by the defendant.
Payment was refused. The action is to
recover the amount paid defendant, with
interest. The statute of limitations was
not pleaded.

A vice-president and the manager of
defendant’s foreign department testified
that the drafts were issued on Gebruder
Szarkanski, at Lomza, a correspendent
of the Commerce Bank in Warsaw,
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against the account of the Commerce
Bank in Warsaw. The Commerce Bank
in Warsaw was defendant’s correspond-
ent in Russia. The defendant advised
Gebruder Szarkanski and the Commerce
Bank in Warsaw that the drafts had
been drawn. The letters of advice to
Gebruder Szarkanski, after describing
the drafts, conclude, “which kindly
honor to the debit of our account with
Commerzbank in Warschau, Russia,”
and the letters of advice to the Com-
merce Bank in Russia request it to
“kindly instruct them (Gebruder Szar-
kanski) to honor to the debit of our
account with you.” Letters were re-
ceived by the defendant from the War-
saw bank acknowledging receipt of the
letters of advice and stating that the
Hanover Bank had been debited with
the respective items drawn on Lomza.
The defendant offered evidence showing
a debit of the two items in question,
and tending to show that the defendant,
at that time, had a balance with the
Commerce Bank, at Warsaw, to meet
these drafts. Evidence of the regular
method of carrying on the business of
foreign exchange was admitted. Bank-
ers throughout the world establish ac-
counts in the main centers of foreign
countries. By arrangement with the
bank at the main center, where their ac-
counts are kept, drafts are drawn on
that bank’s correspondents throughout
the country, “whether it be branches
or some firm or banking institution in
another city.” These drafts, so drawn,
are all debited to the account of the
issuing bank on the books of that in-
stitution. At the same time, advice is
sent to the bank on which the draft is
drawn requesting it to honor the draft
and debit the account against the central
bank. The central bank either forwards
actual currency to the bank on which
the draft is drawn or establishes a credit
with that bank, instructing it to honor
the draft when presented. The defend-
ant has not received back from the
Warsaw bank any part of the moneys
debited against its account, and denies
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that it gave instructions either to the
bank in Warsaw or to the bank in
Lomza not to pay the drafts.

At the close of the case both sides
moved for the direction of a verdict,
and it was stipulated that the court may
direct a verdict, in the absence of the
jury, as though the jury were present.
The court reserved decision on the
motion and also on the motions to strike
testimony from the records.

Section 111 of the Negotiable In-
struments Law provides:

Liability of Drawer. The drawer by
drawing the instrument . . . engages that
on due presentment the instrument will
be accepted and paid, or both, according to
its tenor, and that if it be dishonored, and
the necessary proceedings on dishonor be
duly taken, he will pay the amount thereof
to the holder, etc.

The drafts in question are foreign
bills of exchange (section 213) ; and the
same is true if they are called checks

(section 321).
Article XIV treats of protest and con-

tains the following sections:

Sec. 260. In What Cases Protest Neces-
sary. Where a foreign bill appearing on
its face to be such is dishonored by non-
acceptance, it must be duly protested for
non-acceptance, and where such a bill which
has not previously been dishonored by non-
acceptance is dishonored by non-payment, it
must be duly protested for non-payment.
If it is not so protested, the drawer and
indorsers are discharged. . . .

See, also, section 189.

Sec. 267. When Protest Dispensed With.
Protest is dispensed with by any circum-
stances which would dispense with notice of
dishonor. Delay in noting or protesting is
excused when delay is caused by circum-
stances beyond the control of the holder and
not imputable to his default, misconduct, or
negligence. When the cause of delay ceases
to operate, the bill must be noted or pro-
tested with reasonable diligence.

Article IX treats of notice of dishonor
and contains, among others, the follow-
ing section: "

_Sec. 185. When Notice Need Not Be
Given to Drawer. Notice of dishonor is not
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required to be given to the drawer in either
of the following cases: . . .

4. Where the drawer has no right to ex-
pect or require that the drawee or acceptor
will honor the instrument;

5. Where the drawer has countermanded

payment.

The fact that the drafts were not
paid when presented is not disputed.
The evidence justifies the conclusion
that the drafts were presented within a
reasonable time after they were re-
ceived, having in mind the conditions
then existing, due to the war. The de-
fendant did not prove or attempt to
prove that it had an account with the
Gebruder Szarkanski Bank, at Lomza,
or that it had funds on deposit to meet
the drafts when presented. Plaintiff
has testified that when the drafts were
presented he was advised by the drawee
that he had been instructed by the de-
fendant not to honor the drafts until
after the war. If this testimony be
true, the plaintiff, under the statute,
was under no obligation to give notice
of dishonor to the drawer. The plaintiff
does not rely upon this testimony alone,
but claims, also, that since the defend-
ant had no funds on deposit, he was
relieved of the obligation of giving
notice by subdivision 4 of section 185 of
the Negotiable Instruments Law. The
defendant claims that the fact that it
had sufficient funds with the bank at
Warsaw to meet the obligation, and that
it had instructed it to transfer funds or
otherwise arrange to have the drafts
paid, discharged its obligation to the
plaintiff. The method of carrying on
the business of foreign exchange is for
the convenience of the bankers, and is
not binding upon the plaintiff. There
is no evidence that the plaintiff parted
with his money with knowledge of this
custom. The defendant, by drawing and
selling the drafts to the plaintiff, en-
gaged that the drafts would be paid
upon due presentment. The sole ques-
tion is whether or not notice of dishonor
was dispensed with in this case. I find
that it was. Whether or not the drawee
advised the plaintiff that payment had

been stopped by the defendant is not
material if the defendant did not have
funds in the hands of the drawee. I
find that the defendant did not have
funds on deposit to meet the rdrafts
when presented. If drafts be dishonored
by non-payment, compliance with  a:
business arrangement with a third
party, in this case the central bank, is
not a defense, even though it be the
usual way of doing business, in the
absence of evidence that the purchaser
was so advised at the time of the pur-
chase. .

Motion by defendant to strike out the
plaintiff’s testimony of his conversation
with the drawee at Lomza denied, with
exception to the defendant. Plaintiff’s
motion for the direction of a verdict
is granted.

Judgment accordingly.

&

Indorsement; on Checks Forged
by Payee’s Agent

Independent Oil Men’s Association v. Fort
Dearborn National Bank, Supreme
Court of Illinois, 142 N. E. Rep, 458

A bank which collects checks bearing
forgeries of the payee’s indorsement
is liable to the payee for the amount of
the checks. The reason is that the
forged indorsements give the bank no
title to the checks, and the bank is re-
garded as having received the proceeds
on behalf of the payee.

The secretary of an association au-
thorized to make collections for the
association, received a number of checks
payable to the association’s order. With-
out authority, the secretary indorsed the
association’s name on the checks and
cashed them at a hotel. The hotel de-
posited them in the defendant bank and'
the latter collected them from the banks:
on which they were drawn. In this:
action, it was held that the defendant
bank was liable to the association for-
the amount of the checks.

Writ of Error to Third Branch Ap~
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pellate Court, First District, on appeal
from Superior Court, Cook County;
Oscar Hebel, Judge.

Action by the Independent Oil Men’s
Association against the Fort Dearborn
National Bank. Judgment for plain-
tiff was affirmed by the Appellate Court
(226 Ill. App. 570), and defendant
brings certiorari. Judgment of Appel-
late Court affirmed.

OPINION
THOMPSON, J.—This case is here

by certiorari to review a judgment of
the Appeilate Court affirming a judg-
ment of the superior court entered on a
directed verdict for defendant in error
and against plaintiff in error for
$1,514.08.

Defendant in error is a corporation
maintaining its offices in the Westmin-
ster Building, Chicago. Throughout
the period covered by the transactions
involved in this litigation, M. J. Byrne
was president, G. I. Sweney was vice-
president, and E. E. Grant was treas-
urer. Pursuant to a resolution adopted
by the board of directors October 11,
1917, J. A. Specht was employed by
the corporation as its secretary. In
February, 1919, Specht disappeared,
and an audit of his accounts showed a
shortage of about $10,000. Specht de-
‘voted most of his time to soliciting ad-
‘vertising for the Blue Book, published
by defendant in error. Eleven checks
lissued to defendant in error in payment
of the advertising accounts of eleven of
its clients were indorsed by Specht,
“Independent Oil Men’s Association, J.
A. Specht, Sec’y,” and cashed by the
Moir Hotel Company, which in turn
deposited the checks with plaintiff in
error and received credit for them. The
checks ranged in amount from $40 to
$161.25. The first was dated Novem-
ber 5, 1918, and the last February 10,
1919. In the regular course of business
plaintiff in error collected the amounts
named in the checks from the drawee
banks.

The basis of this action is that the
indorsements were forged and the pay-

ments to Specht unauthorized. Plaintiff
in error contends that this action can-
not be maintained because of the pro-
vision of section 188 of the Negotiable
Instruments Act (Smith-Hurd Rev. St.
1923, c. 98, § 210). which reads:

A check of itself does not operate as an
assignment of any part of the funds to the
credit of the drawer with the bank, and the
bank is not liable to the holder, unless and
until it accepts or certifies the check.

Conceding the forgery for the pur-
pose. it argues that payment on the
forged indorsements was no payment at
all; that the drawee banks could not
charge the amounts paid against the
respective accounts of the drawers; that
it is liable to reimburse the drawee
banks: that the drawers and the payee
were in no way affected by the payment
of the money by the drawee banks to it
on the forged indorsements; that the
money paid to it was the money of the
drawee banks. in which neither the
drawers nor the payee had any interest;
and that there is no contractual rela-
tion between it and the payee which
establishes an obligation to pay. This
suit is not brought on the checks. We
agree that under the Negotiable In-
struments Act the payee of an unac-
cepted check. who holds it. cannot sue
the drawee. and he certainly could not
maintain an action against a bank, other
than the drawee. which refused to pay
the check on demand. Defendant in
error does not contend that it has a
right to base its action on the check or
on any contractual relation arising out
of the check as such. It seeks to re-
cover the value of its property which
came into the hands of plaintiff in error
and for which plaintiff in error refuses
to account. Defendant in error might
have brought an action of trover against
plaintiff in error for unlawful conver-
sion of its property. but it chose to
waive the tort and to bring its action
in assumpsit for money had and received
for its use. That it had a right to do
this is well established by the great
weight of authority. Rauch v. Fort
Dearborn Nat. Bank, 228 Ill. 507, 79
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N. E. 278, 11 L. R. A. (N. S.) 545;
Hamlin’s Wizard Oil Co. v. United
States’ Express Co., 265 Ill. 156, 106
N. E. 628 ; Talbot v. Bank of Rochester,
1 Hill (N. Y.) 295; Buckley v. Second
Nat. Bank, 85 N. J. Law. 400, 10 Am.
Rep 249 ; Farmer v. People’s Bank, 100
Tenn. 187, 47 S. W. 284; Crisp v.
State Bank, 32 N. D. 263, 1556 N. W.
78. Defendant in error ratifies the col-
lection of the check for it, and by this
act ratifies the assumed payment of the
check. Both the drawer and the drawee
of the check are released from paying
it over again, because the payee, by
ratifying the payment, is estopped from
making a claim against either. United
States Portland Cement Co. v. United
States Nat. Bank, 61 Colo. 334, 157
Pac. 202, L. R. A. 1917A, 145, An-
notation, 148.

Plaintiff in error offered in evidence
a memorandum under which Specht was
employed, which contained the following
clause:

The secretary shall endeavor to build up
the association membership, shall keep col-
lected promptly all moneys due the associa-
tion from whatever source, and shall during
the first week of each month furnish the
directors with a trial balance or statement

showing the financial condition of the asso-’

ciation, including, first, cash received during
month and from whom; second, cash ex-
penditures, to whom paid; third, bills and
accounts receivable and bills and accounts
payable.

But the court excluded it. There is
nothing in this contract of employment
which grants to Specht authority to in-
dorse checks, and until there was other
evidence in the record tending to show
that he had such authority, it was ir-
relevant.

Grant testified that during all the
time Specht was acting as secretary.
witness was the treasurer of defendant
in error; that as such it was his duty
to receive and disburse all funds of the
association; that so far as he knew,
Specht never signed or indorsed checks
with the knowledge or consent of the
officers of the company; that Specht’s
indorsement of the checks in contro-

versy was unauthorized and that the
company had received no credit for-
them; that Specht was the only officer-
of the company devoting all his time
to the company’s business; that witness-
kept in touch with the company’s busi-
ness by meetings with the other officers;:
that he was in the Chicago office two:
or three times a month ; that Specht was:
on the road most of the time in the
interest of the company ; that during the
absence of the: officers of the corpora-
tion the office was in charge of two
young women, a bookkeeper and a
stenographer ; that witness had never in-
dorsed a check for the company for
deposit to its account; and that he did
not know who did make the deposits.
Plaintiff in error did not call the other
officers of the corporation nor the office
employees. The assistant cashier of the
National City Bank testified that
Specht, for the association, opened an
account with said bank in February,
1918; that he handed Specht a signa-
ture card; that Specht took it away
with him, and it came back the next
day bearing the signature of E. E.
Grant, treasurer; and that no officer of
defendant in error except @Grant ever
had any authority to draw checks on
that account.

The burden was upon plaintiff in
error to show that Specht had authority
to indorse the checks in question. This
authority could not be implied from the
mere fact that he was secretary (City
of Chicago v. Stein, 252 Ill. 409, 96
N. E. 886, Ann. Cas. 1912D, 294), nor
from the character of the duties which
he was required to perform without a
showing that they could not be dis-
charged without the exercise of such
power or that the power was practically
indispensable to the accomplishment of
the object in view. Crahe v. Mercan-
tile Savings Bank, 295 Ill. 875, 139
N. E. 120, 12 A. L. R. 92. There must
have been some one counected with this
corporation who had authority to in-
dorse negotiable paper, because it is
manifest that practically all its accounts
were paid by check or draft; but plain-
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tiff in error has failed to prove that
that authority was vested in Specht.
This being the case, the indorsements
were void and the payments unauthor-
ized. Jackson Paper Manf. Co. v.
Commercial Nat. Bank, 199 Ill. 151,
65 N. E. 136, 59 L. R. A. 657, 93 Am.
St. Rep. 113; Merchants’ Nat. Bank v.
Nichols & Shepard Co., 2238 Ill. 41, 79
N. E. 88, 7 L. R. A. (N. S.) 752;
Foster v. Graf, 287 Ill. 559, 122 N. E.
8453 Gustin-Bacon Manf. Co. v. First
Nat. Bank, 306 Ill. 179, 187 N. E. 793.
There being no evidence tending to es-
tablish the defense, the court properly
directed the verdict. Heinsen v. Lamb,
117 I.. 549, 7 N. E. 75; Anthony v.
‘Wheeler, 130 Ill. 128, 22 N. E. 494,
17 Am. St. Rep. 281; Libby, MacNeill
& Libby v. Cook, 222 Ill. 206, 78 N.
E. 599.

Plaintiff in error sought to prove that
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Specht had forged the indorsement of
defendant in error on other checks and
had deposited them to his personal ac-
count in the Great Lakes Trust Com-
pany. There is no contention that
either party to this litigation had
knowledge of this fact, if it be a fact,
and it was therefore immaterial and
properly excluded. It also sought to
show that defendant in error knew of
Specht’s defalcation in February and
that it failed to notify plaintiff in error
until July. Since defendant in error
was under no legal duty to give notice
to plaintiff in error. its failure to exer-
cise care in that regard is not negligence
in law. Crahe v. Mercantile Savings
Bank. supra; Hamlin’s Wizard Oil
Co. v. United States Express Co., supra.

The judgment of the Appellate Court
is affirmed.

Judgment affirmed.

Credit Men Endorse Sound Banking Principles

ECLARATIONS on the banking

situation were adopted today by the
3000 delegates attending the twenty-
ninth annual convention of the National
Association of Credit Men at Buffalo on
June 11. They expressed the wish that
business be developed along national
lines; that there be an exchange of com-
modities between distant states as free
from burdens and charges as can be
attained, and that the highest facilities
for settlement of obligations between
sellers and buyers across the continent
be developed with economy, safety and
swiftness as the objectives.

“Bankers and business men.” said the
declarations in part. ‘“should join in
making the check the most convenient
method of settlement of obligations. re-

moving from its clearance every possible
incumbrance that tends to lessen the
acceptability of this important instru-
ment.

PRAISE RESERVE SYSTEM

“The National Association of Credit
Men has a vital interest in the scientific
handling of credits that take the form
of bank checks. and stands vigorously
for the nation-wide clearance system
given under the Federal Reserve, and
for the par-paid check as the essential
fact in that clearance system.

“The association again expresses its
complete faith in the Federal Reserve
banking system as our best assurance
of safety against dangerous credit
strains.”
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Effective Ideas for Window Displays
By M. E. CHASE

Article III of a Series on Bank Window Advertising

IT is the purpose of this
article to give a number of
practical suggestions for win-
dow displays, featuring the
savings department of the bank.
For the most part, properties
to be used in the construction
of these displays may be ob-
tained in any town of 5000.

If you would make your ad-
vertising doubly effective, use
the same idea simultaneously in
your window, newspaper and
direct mail advertising.

Suggestions for these displays
follow:

WHY HOLD BACK FOR A DOLLAR?

Your display card reads:

YOU don’t usually hold back for
a dollar when it comes to treat-
ing the crowd!

Well, aren't you as good as any
of them?

Then treat yourself to a Savings
Account.

A Dollar starts one.

By means of an electrical
magnet placed against the
under side of your window
floor, keep a dollar bill dancing
around in the center of your
window. .

On either side of this have
your savings books, and back
of them, pyramids of small
safes.

Your display card occupie.
the center back of your wirtdow.

WHO SAVES HERE?

Determine what percentage
of your savers are in each walk
of life. Perhaps the articles
mentioned below suggest these
divisions. If maids are the big-
gest percentage of your savers,
center in your display:

A maid’s white apron, on
which pin an orange card let-
tered in black to read, “15%
of our savers arc maids.”

Arranged about this apron
have the following articles and
cards:

A typewriter, ‘4% are sten-
ographers.”

A shovel, “10% *are day la-
borers.”

School books strapped to-
gether, “12% are in school.”

A stuffed animal, “5% are
under school age.” i

A washboard, “119 are wash:
women.”

A basket of groceries, “9%
are housewives.” :

A cderk’s order book, “7%
are clerks.”

Chalk and eraser, “6% -are
school teachers.”

(Continued on page 35)

How four great d

of our bank protect business

ivisions

Thrsagh our Carporaie Trum Depan-
ment, vt act 1 sinck regiena, trasater

ey

soeck. mimimines the denger of erors
and alse rrleves o company of & grevt
deal of clerial demil.

Through ous Bond Department, = -
I

orvivera

e
rorman orrcm THE EQUITABLE it s
" 19! 8.C. P saunmn : Lamni Tite Buling
—memicl.., TRUST COMPANY E=i=gi-
Memn G\ @ Cae on Copmtios OF NEW YORK on Pramcnce: 88 Calm .

37 WALL STREET

DAPORTERS AND TRADERS OFFICE
N1 Bresiwes

A condensed but very explicit

presentation of the manner

in which four different departments of a large modern bank

can help business.

The pictures are very

helpful in bringing

out more vividly the facts cogtained in the copy.

31



32

Banking Publicity

RICHARD F. DURHAM, Editor
Monthly Publicity Section

Tue BANKERs MAGAZINE
71-73 Murray St., New York

JULY 1924

HE following editorial

appeared in the Decem-
ber, 1928, number of BaNk-
ING PusLiciTy:

We look forward to some dis-
tant day when there will be a
“Let’s Talk About Banking”
movement in financial advertis-
ing. This will not come, to be
sure, until we have run the
gamut of history from King
Tut to Henry Ford.

If you were an automobile
salesman would you try to sell
a car to a man by talking to
him about the Glory of the
Roman Empire? You bet you
wouldn’t! And yet this is just
about as sensible a procedure
as the way in which a good
many banks are trying, through
the medium of financial adver-
tising, to sell the services that
they have to offer.

The best means of acquiring
a good historical background
today is neither through travel,
going to college or buying ex-
pensive books on history.

If you want to follow the
history of various nations
through various periods—if you
want an accurate and complete
picture of conditions in differ-
ent sections of the United
States during the early ’40’s or
the post-Civil War period—
read the bank advertisements
in the newspapers of our larger
cities. Of course if you want to
know something about banks
and banking—well, there are
lots of good books on the sub-
ject.

No up-to-the-minute financial
ad man’s bag of tools is com-
plete without several sets of
encyclopedias and divers his-
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tories of the United States,
Egypt and other countries.

The historical advertisement
in financial publicity has passed
the novelty stage—it has be-
come a disease more contagious
than measles, and it threatens
to assume the same deadly pro-
portions long since reached by
the well-known Friendly Bank-
ing and Personal Service com-
plexes.

In the field of present day
banking, of things to talk about
that pertain directly to banking
there is no end. Bankers them-
selves have to do no small
amount of reading and study if
they are to keep pace with de-
velopments and changes.

If the banks don’t talk about
banking to the public who else
will?

When we say “talk about
banking” we do not mean talk-
ing about Four Per Cent,.
Courtesy, Service and Personal
Attention.

You are not insulting the in-
telligence of the man in the
street when you assume that
possibly one out of a hundred
really knov: something about
the fundamentals of banking.
Why should he when banking
seems to be one of the last
things in the world that banks
are prone to talk about?

Too much credence still seems
to be placed in the time worn
theory that banking is an un-
interesting subject to talk
about.

Hand-in-hand with this goes
the theory that it is a difficult
matter to sell anything as “in-
tangible” as banking service.

We can think of no sensible
reason why either of these two
theories should be adhered to.

Banking is  uninteresting
when it is presented in an un-
interesting manner. So is any
other subject.

Thomas P. Kane’s book *“The
Romance and Tragedy of Bank-
ing” contains plenty of material
in refutation of any belief that
banking is a dry-as-dust sub-

jeet. We would recomrmend
jerusal of this book to ar
writer of financial advertisic]
copy who feels that he car’
talk banking and be interestirs
at the same time.

Regarding the intangibility ¢
banking service, we fear tha
all too often hanking serviv
seems intangible to the man wh
is writing about it simply be
cause he has failed to grasp th
fundamentals of the variow
phases of it, and for no othe
reason.

‘The modern bank, large «
small, has a variety of vern
definite services. Each of thex
services is not only tangible, bu
once understcod may be de
scribed in terms both specifi
and well defined.

&

THE editorial just quoted

has drawn direct fir
from Burr E. Lee, enter
prising advertising manager |
of the Second Ward Saving:
Bank of Milwaukee, Wis
Mr. Lee writes:

1 agree with you, heartily.
that there is plenty of material
in banking to supply unlimited §
advertising ideals. And again
1 agree with you that many |
banks are not taking advantage
of the opportunities about them
—the very causes of their exist-
ence. This I feel is due to two
things. First—too many bank-
ers are treating advertising as
a necessary evil, and not as a
real means to an end. Their}
advertising is handled by some
overworked official who is not
primarily an advertising man
Second—in most of the smaller
communities the local paper, if
there is any, is a weekly pub-
lication and does not lend itself
to real publicity.

All of that is more or less
beside the question as I want
to express myself otherwise. ‘

You speak of the “Personal }
Service” complex. That may be !
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reg ETUES but even so it’s a mighty
..good one—and what’s more, it
| 4 works. It has with this bank
Mb——and our slogan for years has
i been—“The Bank of Personal
Service in Milwaukee” In
i fact, that slogan has become so
o well known here, that the bank
Iring-has often been referred to, by
M it, rather than by its name.
i You also state that “no up-to-
" the-minute financial ad man’s
p: bag of tools is complete without
" encyclopedias, histories, etc.”—
and then proceed to belittle his-
" torical advertising.
t; d Again I say, it works—and
i works well. History is some-
. thing everyone who has ever at-
M‘ tended school, knows a little
;-5‘ about. History is always in-
! teresting, and when applied to
something pertinent and local,
has a decided human appeal.
There may be cases where some-
" one bites off too big a piece and
"' attempts the impossible, but I
' think those cases are rather few
¢, ¢ and far between.
m With the historical ad—a
& suitable and interesting illustra-
tion can be used—and 1 don’t
® think you will deny that an il-
lustration is an attention getter.
b Banking is business, and like
' other businesses its advertising
wi can be treated similarly.
it  Even in this day and age
¢! there are many who lack either
s the education or development to
o grasp mere statements in their
gt entirety. To them we can best
¢t appeal with pictures, and I
vt don't hesitate to say that there
iz are many of the so-called edu-
o cated, to whom the picture ap-
1 peal is still as strong as it was
w when, as a baby, they played
)3 with their first picture blocks.
' Why did the Great Teacher
® use parables—homely stories—
¢ and perform miracles? Because
i the great majority of people of
¢t 33is time were uneducated and
had to have some material
¢ demonstration, something they
I+ cculd see, before they would be-
< lieve. Are the times so greatly
® changed?

I am truly grateful that his-
torical advertising has passed
the novelty stage. It has been
tried and proved effective. I
must again return to our own
experience to substantiate my
point. Our historical series,
just completed, has been what
I am pleased to term a success.

To begin with—what was its
purpose? First—to attract at-
tention, second—to have that
attention regularly, and third—
to inject into an interesting bit
of history the message of the
bank.

Direct results in dollars and
cents are hard to trace, but we
do know that many new ac-
counts have been opened be-
cause of the series. What is
most convincing is the fact that
the series was noticed and read
regularly by a great many peo-
ple.

The first evidence of this was
due to an error in a date in
one of the advertisements. Let-
ters and phone calls from old
timers and friends poured in,
telling us of the error. Need-
less to say, it was immediately
corrected. The second bit of
evidence came during “builders’
week,” when the series was
postponed, and a Home Builder
advertisement substituted. That
came quite late in the series
and we again received phone
calls and letters, many from
school teachers asking if we
had discontinued the advertise-
ments.

Since the completion of the
series, the requests have been
numerous. Many of our friends
have asked for copies, and the
school teachers and children are
clamoring for it. During the
year, in practically every school,
the children kept scrap books
and clipped the advertisements
each week. Hence, I feel it
has been a success.

]
REPLY to Mr. Lee’s let-
ter by the editor of this
department follows:
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I meant the “historical” part
of my editorial as a perfectly
good natured dig at some of
the stuff that gets by under the
broad general head of “histor-
ical advertising.” The irony is
incidental music.

I have two things against his-
torical advertising even when
competently and appropriately
done, as I have every reason
to believe that you are doing
it, but as by no means all of
it is done. My first objection
to historical advertising is that
there is so often too much of a
tendency to do historical stuff
to the exclusion of everything
else. Secondly I cannot seem to
see where historical advertising
tells banking services which,
Heaven knows, need selling.
Unfortunately so much so-called
“historical advertising” is nei-
ther well done nor particularly
appropriate, and banks every-
where and in all parts of the
country seem to have developed
a perfect mania for historical
stuff, no matter how ineptly or
inappropriately it is handled.

Regarding history, its in-
terest and uses. I don't agree
with Henry Ford that history
is bunk. I think that, as you
say, it is always interesting,
and that it has a decidedly
strong human appeal. But if
the man in the street in this day
and time doesn’t know more
about history than he does
about banking, I'll eat my hat
and yours too. Let me ask you
if it is more important to you,
and to your bank, that the man
in the street know history—or
that he know banking?

You speak of the value of
pictures, parables and homely
stories. I’'m with you on this
absolutely, but why not make
them apply to banking? It can
be done. It is being done.

I don’t want to close without
taking up the matter of the
“Personal Service” complex. I
would like, at this point, to
quote a few sentences from
Claude Hopkins, a leading au-
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thority on general advertising,
who has spent thirty-five years
in the business. Mr. Hopkins
says that: “Platitudes and gen-
eralities roll off the human un-
derstanding like water off a
duck’s back. They leave no im-
pression whatever . . . . They
suggest a looseness of expres-
sion, a tendency to exaggerate,
a carelessness of truth. They
lead readers to discount all the
statements that you make.”

You say that the “Personal
Service” complex is a good one;
that it works, and has for years,
with your bank. 1 accept this
without question. But you for-
get something. You are like
the man who thinks, because he
likes roast beef, and because it
agrees with him, that everybody
elso ought to like it, and that
it ought to agree with them. All
of which does not, of course,
necessarily follow. It is con-
ceivable that to some other
banks the personal service slo-
gan may have been found to
have no particular value.

&

R. Lee comes back at
us as follows:

While I still cannot agree
with you on every point, I can
say that I have seen much good
historical material wasted, and
while you must necessarily
speak in terms general and pre-
scribe for your general readers,
I must and did in my letter
confine myself to the specific.

Let me say in defense of my
own case, we have not used
historical advertising to exclu-
sion by any means and I have
tried very carefully to keep the
copy human.

You say in your letter that
the man in the street in this
day and time knows more about
history than he does about
banking. I agree with you, but
then when we were in school,
and I think this will apply to
vou as well as to me, we studied
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history because it was interest-
ing, because there were colorful
happenings. Those of us who
studied economics, banking, etc.,
did not get the same kick out of
these subjects because they
were dry and abstract. My
idea, therefore, in using history
at all was to administer slight
doses of pertinent bank copy
with an agreeable and looked
for dose of history. That is
why I say it worked with us.

In your criticism, which is
most fair, you will appreciate
the fact that, while I am speak-
ing of a specific case, you must
of necessity apply what you
have to say generally.

&

MR. Lee has made a very
able defense of his
stand on historical advertis-
ing. His contention that his-
tory is more colorful, more
interesting and carries more
kick where the average per-
son is concerned than eco-
nomics or banking is not
only reasonable but even
obvious. The average man
may reasonably be assumed
to be more interested in his-
tory than he is in the bank-
ing business, the hardware
business, the drygoods busi-
ness or any other business—
unless, of course, he happens
to be in that business.
Speaking of his very ex-
cellently prepared historical
series on the economic devel-
opment of the well known
city in which his bank is
located, Mr. Lee says that:
“What is most convincing is
that this series was noticed
and read regularly by a
great many people.—The
first evidence of this was

due to an error in a date i
one of the advertisements
Letters and phone cal:
poured in from old timer
and friends telling us of th:
error.” We wonder hov
many of these old timers an
friends. excluding, of courx
those who already had ac-
counts with the bank, wer
moved by their interest it
this serics of advertisements
to open an account with th
bank.

There is often a tendencr
as R. E. Hotze, Jr., pointe
out in the March number o
BankiNe PusLiciTY,
“confuse favorable admis
sion from the public of th
esteem in which the bank i
held. with decisive action t
use the facilities the bant
offers.”

The average man is, w
feel, moved far more by
purely selfish than altruisti
motives in his choice of 1
banking connection. ““Wha
can the Blank National d
for me?” That’s the ques
tion!

As we have said before.
many times, in these pages.
we do not believe that the
average man grasps, under
stands or appreciates the
services that banks are in 1
position to render him. And
no one is going to make him
understand them or avail
himself of their use if the
banks don’t. History is all
well and good. But what, to
our mind, is vastly more
needed is more understand-
able and practical talk aboutf]
banking.
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n,| Effective IdFas for Window
e Displays
(Continued fromn page 31)
e A nurse’s cap, “6% are
it nurses.” )
A telephone receiver, “2%
ok 2T€ telephone operators.”
A milk bottle, “19% are milk-
iz men.”
ot Close to the pane, near the
Ir b center, place a white card let-
b' ot tered in orange, to read:

B We want your account.

mle  As little as a dollar will start

; it going.

rig ARMISTICE DAY

% A white card lettered in red
and blue, reads:

lléﬂ‘ Your savings account stands at
attention!

1,p Like our Reserve Militia it Is

, working and earning an income
W right along.

Yet it is ready to shoulder arms

(. and come to your aid on a min-
le ute’s notice.

. Make khaki colored cut-outs
i of soldiers with guns over
b shoulders, just large enough so
a6 that when placed inside savings
he books, the legs and heads show.
Place a row of these soldiers
_in march formation across the
N’ front of your window.
pt  Decorate your background
gy with flags, placing your caption
cards against them where the
sticks cross.

DURING THE AUTO SHOW

Have a big auto tire serve
bt as frame for your orange dis-

play card, lettered in black and
¢ white, to read:

IS YOURS TRAVELING IN
e] HIGH?

ﬂlf ‘When you stop to think, savings
accounts run much llke automo-

.3 biles:

. The folks behind the accounts

1 represent the different powers.

st Stand your tire in the center
of the window in a tire holder
borrowed from your dealer.
'  Select six actual old ledger
ri pages, covering the account
{ name, address and number with
. a strip of orange cardboard,
* on which letter the following:
%  On a page where the balance
goes forward, back, forward,
etc,, “This account skids all
over.”

Where the balance goes for-

- D
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Who’s Who 1n
‘Bank Advertising

v

FRANK FUCHS
Advertising manager First National Bank in St. Louis

R. FUCHS has been connected with the First

National Bank in St. Louis for many years, and
has served in nearly every one of its many departments.
With this experience he was several years ago made
assistant to M. E. Holderness, vice-president in charge
of the bank’s advertising, and since that time he has made
a study of bank advertising. He now has charge of the
advertising and produces practically everything the bank
uses. The First National Bank is one of the country’s
largest advertising banks. In a recent employees’ new
business contest, planned by Mr. Fuchs, the bank placed
on its books 9800 new savings accounts and over $800,000
in deposits. ILast year Mr. Fuchs was chairman of the
financial department of the St. Louis Advertsing Club,
whose membership is made up of advertising managers
of St. Louis banks.
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Mellon Na
DBond De;
Smithfield Street and Oliver Avenue

Can You Save
$200.00 Yearly?

UY a sound, $100 bond, yielding 6%, each six
B e b e 7 Fns

tio

(!
artm

a! l}ank

n.

Investment copy published by the bond department of a

Pittsburgh bank.

The headline suggests a very definite

objective, a certain sum of money to be saved and invested
annually. The copy then tells what can be done with this
amount invested every year in 6 per cent. bonds.

ward, back, forward, etc., then
closing: “This account broke
down.”

‘Where the balance goes stead-
ily up: “This account is running
in high.”

Where the balance starts big
with nothing but small with-
drawals: “This account travels
in reverse.”

Where there has been but one
small deposit with nothing but
interest to make it grow: “This
account remains in first.”

Where deposits are small
and infrequent: “This_ account
creeps along in second.”

Support three pages on either
side of your tire.

TIED TO YOUR JOB?

A green display card is let-
tered in black:

Tied to a job where you don't
fit in?

Just because you can't afford to
take the chances of being out of
work a while before you find your
kind of work?

A growing savings account lis
what you need then! Save here—
we're Interested In all llve-wires.

Place this card in the center.
All around it place ledgers,
pick axe, eraser and chalk,
small motor, milk can, type-
writer, etc., etc.,, according to
the occupations there are in
your vicinity.

CHRISTMAS SAVINGS CLUB
PAY UP TIME

Make this display card on s
mottled green tint; letter in
red and frame with a holly
wreath. Hang it from the top
of your window, level with the
eve when standing on the side
walk outside. The card to read:

Just like finding it!

For I haven't missed the change
that went into the weekly pay-
ments.

Cover your window floor with
a rug. In a morris chair re
cline the figure of a man in
house slippers and bath robe
Near him, place a low daven-
port table, on which lay papers,
magazines and letters. In his
hands place a Christmas Sar-
ings Club check, the envelope
it came in laying in his lap.
Place him so the passerby can
see the check, which the man is
also looking at.

Here is opportunity for a red
spot light, falling on the check
In one corner, place a pile of
new Christmas Club member-
ship books, and behind them, 2
card of light green, lettered red:

Come in and join now.
Have money for next year.

This corner is a sub-display
and should not be too conspicu-
ous.

CHBISTMAS SAVINGS CLUB
MISTLETOE OF HAPPINESS
Two light green display cards
are lettered in red and gold to
read:

Your Christmas Club Membership
is the mistletoe of happiness
hanging over your family
next Christmas time.

JOIN!
THE BIG THING
is the check you receive
two wecks before Christmas
next year.
The small thing
is weekly payments.

Place a rug on the floor of
yvour window. A display card
goes on either side, with Christ-
mas Club books or membership
cards piled nearby.

In the center place three child
figures (borrowed from your
department store) playing with
new toys (also Dborrowed)
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Over the children hang by a
green cord or ribbon, a_Christ-
mas Club membership book or
card, and six inches below that,
a bunch of mistletoe.

CHRISTMAS SAVINGS CLUB
WHY THEY JOIN

Construct a replica of a tel-
ler’s window and over it have
a card reading: “Join our
Christmas Club here!”

Borrow figures from your de-
partment store, place a man
behind the improvised cage;
with the rest of the figures form
a line outside the window. Pin
a cord to each of these figures
reading:

1. I'm starting a Christmas
Club fund for my boy’s Christmas
present, to start him saving.

2. It got me to investing.

3. I keep just enough hens to

buy the 'groceries and keep my
Christmas Club going.

Card 1 should be pinned to a
middle aged man; 2 to a young
man; 3 to a farm woman with
a basket of eggs.

OWN YOUR OWN HOME

A white display card lettered
in dark blue, outlined in tur-
quois, reads:

You get nearer your own home
every time you make a deposit
: HERE

A miniature house, grass and
walk lead up to the front door,
the walk being made from
pages of savings books. De-
posits are shown on these pages
—the balance being larger the
nearer to the front door the
pages lie. The deposits stop
within a short distance of the
door, and the pages ahead are
blank. At the point where the
deposits stop, place a toy man
and woman in the act of walk-
ing up to the house.

LOANED FOR HOMES

Letter a bright orange dis-
play card in black and white, to
read:
$200,000 was loaned by this bank

last year for building homes.
When YOU have saved half the

cost of a house and own

a lot clear
We will gladly lend you the rest.

Make your display card in
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THE FIFTH AVENUE SECTION OF SCRIBNER'S

112 Years Ago—
and NOW

Founded as a
business bank—
a business bank
today.

NEW YORK

Uptown Office, Madison Avenue and 40th Street
Ome block from Fifth Avenwe

New building now in eourss of eonstruction

ion SC

» 1In writing t

An advertisement of the architectural type run by a New ~—.°

York bank in the so-called

“Fifth Avenue Section” of one:

of the “Quality Group’” magazines.

the form of an out-door sign
board. Place it aslant, to the
right of your window.

To the left, build in a minia-
ture house, with lawn, shrub-
bery and a front walk of coins,
which grow bigger in denomina-
tion as they get nearer the
house. The fence is made of
savings books; the corner posts
of home safes.

EARNING INTEREST

A yellow display card is let-
tered in black and white, to
read:

Savings are earning interest in
this bank while you read this.
Are some of them yours?

By means of a smull ‘motor,

placed directly back of your
window, keep a black belt going
around through a savings book
at the point where interest
would be entered. On the belt
repeat “4% interest—49% inter-
est,” in white lettering. Conceal
the motor.

Place your caption directly
back and above this. On one
side have a pile of savings
books—the topmost one folded
about a $5 bill. A small card
in this vicinity reads: “Put
something at interest every pay~
day.”

On the other side show a $5
kill sticking out of the top of a
broken old-fashioned teapot. A
small card reads: “It may be
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stolen. At best, it earns no in-
terest.”
DOLLAR SAVINGS ACCOUNTS
TO BABIES
Make your big card on baby
blue stock, the smaller cards
on pink.

To all babies under one year
We will give the first sav-
ings deposit of $1
During Baby Week
June to

Borrow a baby figure from
your department store; sit it in
front of your window with a
home safe between its legs, and
putting pennies into the safe.
Strew toys around, with a
walker near at hand, or some-
thing which a baby not over one
year would: use.

Center the large card at the
back over the figure. On
either side, have pictures from
baby laboratories to give the
proper atmosphere. Down in
front, on either side, have two
small cards with captions to
read:

WHEN YOUR BABY

learns from childhood how to save,
it has a big advantage over boys
and girls who never had such
: training
Teach your baby to call this bank
“My Bank"

Let the background be of
Mother Goose wallpaper, the
floor being covered with a white
rag rug, giving a very clean
effect.

COMYOUND INTEREST

Your display card is a black-
board on legs. Chalk on it:

Compound Interest Time In
our Schools

Your children will grasp and
remember the principles of com-
pound interest much better if
they have Savings Accounts and
can watch how compound in-
terest helps money to grow.

At the side of this caption,
write a little problem in 8 per
cent. compound interest.

Run this window just as the
pupils in school begin to work
on compound interest.

The blackboard will take up
most of your window, but down
in a row across the front, close
to the glass, have first an
arithmetic open to compound
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interest problems; then an
open savings book showing in-
terest entries; another arith-
metic, then a savings book, etc.,
clear across.
VACATION EARNINGS

A yellow display card, let-

tered in black and red, reads:

TO BOYS AND GIRLS OF GRADE
SCHOOL AGE:

This bank will give three prizes
to the ones who ¢arn and deposit
the most in thelr savings accounts
before school opens again.

First prize: $5 savings deposit.
Second prize: $3 savings deposit.
Third prize: $1 savings deposit.

Put this in the window about
May 1; let the card be in the
center, back of it a rake and a
hoe crossed, on either side gar-
den seeds and a basket of

eggs.
OPENING OF SCHOOL

The display card is a black-

Renting Safe Deposit Boxes

By W. E. WALKER
Assistant Vice-President First National Bank-Central Wisconsin
Trust Company of Madison, Wis. ~—= gz,
Article III of a Series on Bank Business Building
Plans and Methods

HE safe deposit depart-
ment’s advertising is more
nearly like retail advertising of
merchandise than are most
other forms of financial adver-
tising in that it is not difficult
to check up on results secured.
While it is not easy at times
to tell how many savings ac-
counts are secured from pro-
motional effort, and well-nigh
impossible to determine defi-
nitely how many people have
named your trust company in
their wills as the result of a
campaign, it is much more sim-
ple to determine the direct
effects of your advertising in
behalf of the safe deposit de-
partment.

This is true especially if di-
rect mail advertising is used in
the promotional work of the
safe deposit department. In
such event, new rentals can

board on legs, a d
it, is:

WHEN YOUR N

are sent to the bls i

to work out their own finances

Will they fall down from lack :

early education in saving
and spending?

In a child’s handwriting hax
on one corner of the blackboari
a half erased problem in &
gebra.

Place your blackboard a I
tle off center in your windes
have chalk and eraser «
blackboard ledge. On a neart
school chair have an open &
gebra book and an open saving
book, with a home safe nearb:

Paint the seat of your cha
a bright red or orange, as yn
want to attract attention to tk
savings book.

easily be checked against tijf
lists of prospects reached b
mail and the direct, immediat
results accurately recorde
And direct mail advertising ap
pears to be the most logic}
medium to use, for you can cor
centrate your fire on peopk
known to be prospects for sai}
deposit boxes and save thf
waste involved in conveyinf
your message to others wh
for one reason or another yof
do not consider as prospects
While in my opinion the major
portion of the safe deposit de

partment’s appi ac
cordingly, shoul toor
direct mail mate wel |
to back up the 1.eff
fort with some . ... ad

vertising in order to round out
the campaign.

In using the mails to rent
boxes, it has been the experk




ut g
ence of banks everywhere that
the best prospects are present

% customers who have not been

:‘:"] sold on the services of the safe

pdeposit department. In -fact,

yinin promotional work carried on
iy in behalf of any department of
,the bank or trust company, the
; best prospects, those who will
most readily respond to your
solicitation efforts, are to be

‘mfound in the other departments
of the institution. These peo-

® ple have already been sold on

rMyour bank. They have confi-
‘dence in you, or they would

% not have favored you with a

1 portion of their business. You

Y have their good will. Accord-

of ingly, it is much easier to induce

Wl your present customers to make

8 more use of your bank than it
is to induce a person who has
perhaps never been in your
building to establish a relation-
ship with you. While the form-

, en however, comprise the best
class of prospects, the latter
should not be neglected, for the

s bank must also depend largely

~p on establishing these new rela-

¥ tionships for its future growth.
Furthermore, with a certain
class of people, the safe de-

y posit department is one of the

‘w easier departments with which

13 to induce prospects to form

- 1 their initial contacts. In other

«t words, the safe deposit depart-

i ment is conceded to be a good

o “feeder” for other departments,

'« as well as other departments

« being excellent “feeders” for

j « the safe deposit department.

L« ‘When a bank is erecting a

e new vault or a new building is

one of the best times to rent

boxes, for it is psychologically

N true that it is easier to sell

o People on the anticipation of

. excellent. protection for their

o valuables than it is to sell them

;. on the vault when it is once

completed, regardless of how

powerful the vault and how at-
 tractive the vault equipment

’ may be. It seems to be more

j1 difficult to induce a person to

je¢ come in and rent a box when

THE BANKERS MAGAZINE

the vault is completed than it
is to secure a box reservation
when the vault is under con-
struction. In addition to the
fact that anticipation of any
pleasure is greater than its
realization, there is the fact
to consider that when the vault
or building is being constructed,
it is prominently in the public
eye. Peoplé read about it. They
see the powerful elements in the
vault’s make-up. It is a good
time to take their orders.
Form letters comprise as in-
expensive an effective direct
mail medium as any for reach-
ing prospective box renters,
although a good safe deposit
booklet or pamphlet enclosed
undoubtedly strengthens the
appeal. In sending out form
letters, however, it is well to
concentrate each letter on cer-
tain classes of prospects as
much as possible, for instance,
on insurance men, commercial
customers, teachers, etc. It is
also a good investment and good
business in my opinion to en-
close in each letter seeking box
reservations a self-addressed,
stamped post card on which a
reservation may be made, in

" other words, to make it as easy

as possible for the prospect to
reply.

Two exemples of such form
letters, which have been used
with very gratifying results,
together with a suggested re-
turn postal card, follow:

Dear Mr. Jackson—

As an insurance man, you, of
course, are absolutely sold on the
insurance idea. Do you know that
Safe Deposit insurance is the
cheapest insurance you can buy?

Many people give little thought
to their important . papers and
other valuables until it is too
late. If fire should burn your
home or place of business tonight,
would your valuables be de-
stroyed? And what about bur-
glars?

A twenty-five ton door to the
vault, impenetrable walls, burglar
alarms, scientific  construction,
safety mirrors, one person in
charge of the department contin-
ually, private booths, with all the
conveniences and comforts of our
new home, will make the safe de-
posit department one of the out-
standing features.
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With this department practical-
ly completed, with 1200 box
reservations made and with others
coming in right along, we feel
you would think we were not
doing justice to the insurance pro-
fession in the city if we did not
call your attention to this im-
proved service and give you an
opportunity at this time to make
your box reservation.

The cost of our regular box is
$2.60 a year—much less than a
cent a_day. Larger boxes can be
had at slight increased cost. If
you want a box reserved for your
papers and other valuables, just
return the enclosed card, signed,
and we'll see that a box is at your
disposal about January first.

Dear Mr. Smith:

You maintain a checking ac-
count at this institution which we
appreclate fully, and we enjoy
doing this business with you.

With our attractive safe deposit
box department over in our new
building practically- completed,
with some 1200 box reservations
recefved and others coming in
dalily, however, we feel you would
think we were not showing the
proper interest in your account if
we did not call your attention to
the Improved service of this safe
deposit department and give you
an opportunity to make a box
reservation at this time.

Our safe deposit department
will be one of the safest and most
attractive in the Northwest. A
twenty-five ton door, impenetrable
walls, scientific construction, mod-
ern burglar alarms, one person
in charge continually, private
booths with all the conveniences
and comforts of our new home,
will make the safe deposit depart-
ment one of the outstanding fea-
tures.

We'd like to have you extend
your relations with us by doing
business with this department be-
cause we earnestly believe you’ll
enjoy it.

The cost of our regular box is
$2.50 a year—much less than a
cent a day. Larger boxes can be
had at slightly increased cost. If
you want a box reserved for your
certificates, securities, and other
valuables, just return the enclosed
card, signed, and we'll see that a
box is at your disposal about Jan-
uary first.

Gentlemen:

Please reserve one of your regu-
lar boxes for me at $2.50 a year.
It is understood that no charge
will be due until the box is actual-
ly occupled.

Very truly yours,
Name
Address

Whether it is a sound policy
in merchandising banking ser-
vices to offer special induce-
ments to safe deposit box pros-
pects in order to persuade them
to make use of the services of
this department is open to dis-
cussion, as is the question of
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offering special inducements to
secure new savings business.

Many banks, it is true, how-
ever, have found the special in-
ducement plan a very effective
one for renting their boxes.
When this plan is employed,
prospects are usually tendered
three months’ free rental with-
out charge or obligation. In
some cases banks have used the
newspapers to advertise a
month’s free rental during the
spring house cleaning season,
when fires are numerous and
valuables so easily misplaced.
The more effective plan when
special inducements are em-
ployed, however, appears to be
to use the mail. By employing
this medium the prospect may
be made to feel that special
consideraton is being shown
him and, in addition, the bank
is not so apt to prompt gen-
eral criticism of being a bank
that has to give things away to
secure new accounts.

Instead of offering a prospect
free rental of a safe deposit
box in the first letter, it is often
thought advisable to reach him
first with two or more previous
letters which tell him of the
advantages of the safe deposit
department’s protection and fa-
cilities. The prospect may come
in and rent a box on the
strength of the invitations in
these letters without requiring
a special inducement. In any
event, even if he does not re-
spond, the first letters will pave
the way for the third and ren-
der him more liable to respond
to the last or clincher appeal.

In almost any bank there are
some customers whom the bank
has favored by keeping their
valuables in safekeeping. A
fitting beginning of a letter sent
to this class of prospects for
boxes, who invariably respond
very well, follows:

Dear Mr. Stanley:

For some time we have bheen
keeping your package of papers
and securities in our vault with-
out charge, and we are very glad

to do it.
With our attractive new safe

deposit department completed,
however, we feel that you would
think we were not showing the
proper interest in your account it
we did not call your attention to
this improvement and give you an
opportunity to avail yourself of the
powerful protection and high type
of service afforded by this de-
partment.

Our vault, etc., etc.

Where the safe deposit vault
is not located on the main bank-
ing floor, lobby displays con-
sisting of boxes and photo-
graphs of the vault are often
influential in diverting the at-
tention of the banking public
to the bank’s safe deposit facil-
ities.

Tellers, too, may use their
positions to advantage in rent-
ing many safe deposit boxes.
Just as a salesman in a cloth-
ing store may sell you a neck-
tie when you go in to purchase
a collar by calling your atten-
tion to an attractive assort-

&
Why Some Banks Fail In Their Advertising

By EDWIN BIRD WILSON
President Edwin Bird Wilson, Inc.

SUCCESS in bank advertis-
ing has been the rule, and
that in spite of many mistakes
in policy and methods. There
have been some failures, most
of which were avoidable.

One of the causes of failure
has been a lack of definite pol-
icy regarding advertising. A
banker will say, “I think we
ought to advertise. Let's try
this scheme.” He “tries it” for
a while and naturally is disap-
pointed by the meagerness of
tangible results. “Trying it"
has been the cause of much dis-
satisfaction and discourage-
ment. “Planning it” and “keep-
ing it up” would have brought
satisfaction and encouragement.

There are bankers who “try”
something new every year and
finally quit with the mistaken
conviction that advertising for
their bank is a wasteful expense
instead of a profitable invest-
ment. If they would stop

ment, so may the bank teller
diplomatically and profitably
call the attention of comimer-
cial customers to the safe de-
posit department and other de-
partments of the institution a3
well.

A feature which has bee
used successfully to secure the
entire co-operation of tellers in
this regard was to place a neat
placard above each teller’s cage
the placard to bear simply the
words “Ask me.” When a cus
tomer asked him what that sig
referred to, the teller brought
out the inside of a safe deposit
box, saying, “This is the exact
size of a safe deposit box i
our vault downstairs. You cas
e one of these boxes for $.»
per vear. Step down and i
spect this department befort
you go out, if it's convenient to
do so”—or words to that effect

“trying” things and have their
advertising deliberately, expert
1y planned to cover a period ¢!
vears and then stick to thei
plan, they would win the goal of
bank advertising, namely, ir
creased good-will and greate
business.

Another cause of failure o
inadequacy of success has bee
a lack of interest in the adver
tising of the bank by its mar
agement. “One of the mos
important duties of a bank
cxecutive is its public relations’
said the newly-elected presiden
of a great trust company. An
he was right. But too man
bank heads relegate advertisin:
to a minor place in their con
sideration, and after determir
ing the appropriation, wip
their hands of the whole pett:
business. 1 have never hear
of a failure in bank advertisin
where the bank’s presider
maintained an active, symps

L e e
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bai thetic, continuing interest in his

" institution’s adyertising pro-
"M gram and worked whole-heart-
iedly with those directly in
d e charge to obtain profitable re-
St sults.

Most bank executives are too

b busy to give a great deal of .

' time to details of any depart-
o ment. The wiser executives del-
it egate details—in advertising as
" well as in other matters. And
- they give the advertising officer
e freedom and authority to get
utt‘; the best assistance he can ob-
e . tain, within the limits neces-
e! . . .
< b sarily prescribed in advance by
ot €Xecutive policy. Failure may
, 1 be expected where nobody has
i the specific duty of handling
m the details of bank advertising.
et  Good counsel in bank adver-
we tising is just as important as
thi good counsel in legal, architec-
tural or medical matters, and
not a few banks are limiting the
. success of their advertising by
ver trying to be their own advisers
on a subject in which they lack
experience and practical train-
ing.
|t Banks are human business
tdit concerns, public service insti-
1 tutions with hearts and souls.
it These facts are not always re-
¥ vealed by the bank’s advertising
#* —which accounts for other fail-
‘ures or near-failures in bank
. advertising. The human touch
[ 4 lacking, and human hearts
&{pass by untouched, uncharmed,
' . unwon. The advertising in some
y
[ iy cases is as cold as the marble of
i+ the banking room. It should be
(¥ 88 warm and human as the
Jpt hearts of those who spend ‘their
p lives within the marble and
i bronze confines, rendering use-
¢ ful service to their human
1 fellows.
1#  Bank advertising intelligent-
i* 1y planned, persisted in, wisely
™ overseen by the head of the in-
® stitution, guided by expert
" advice and made human in its
5.“?‘: appeal, will not fail.
it
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Getting $3,600,000 In Three Months

Los Angeles Bank’s Employees’ New Business Contest Sets
New High Water Mark—Makes Builders of Routine Workers

By CHARLES ABBOTT GODDARD

N the first three months of
1924 The Security Trust and
Savings Bank of Los Angeles
hung up what is believed to be
a world’s record for new busi-
ness through an employees’ new
business contest. In its cam-
paign the Security, with 1200
employees, obtained in three
months $8,600,000 in new busi-
ness. :
That figure indicates the

black and white or book value

of the campaign, but according
to Irving J. Mitchell, assistant
vice-president of the bank, and
executive in charge of the cam-
paign, it is not the only mark
of success.

He sets forth three peints by
which the real success of such
a campaign can be judged:

1. Its effect on the bank.

2. Its effect on the customers.

8. Its effect on the employees,

After the contest Mn‘(?ef
way—and it was not planned
until late in December for a
Jannary first opening—there
were so many highly pleasing
ramifications that it could not
help but arouse enthusiasm.
The results in dollars and cents
as set forth indicate the benefit
to the bank in new business.
Aside from that was the pub-
licity given to the bank and ijts
branches in the most powerful
way, through word of mouth
and personal contact between
representatives of the bank and
potential customers. It was
found that this method of se-
curing new business cost less
per dollar secured th:m\t\he
usual methods. It was securdd
without use of newspaper space
directly bearing on the contest.
A great share of the business
secured in this contest was
business that otherwise might
have been lost.

For instance, a young woman

in one of the branches, in charge
of escrow work, proved to be a
very successful business-getter.
She became very active after
her first new accounts were se-
cured. At the start she had

- told her ' manager that she
couldn’t do the trick. She had
been concentrating on her work,
not congidering he j si-
tion to’ sell the bank and its
services to prospects. Then
. with the inducements of the
contest and the hints and
coachings that went along with
it, she saw in the stream of peo-
ple who were coming to her
desk many prospects.

“Why do you not do your
banking in this bank?” became
her question to these
They had no reason
’cases for not being Se
tomers, and when sh
“the ady s of t
tion, they joined“th

of customers. One ac —~—
that the young womdll secwred

was for $11,000. Na; fﬁu , 88

she saw that it coul i be ‘done,

and got into the gangill, she be-

came enthusiastic. ItJ—as great
sport—and profitabl

The effect of the ntest on
the customers was fe in many
ways. First, of course]. was the
effect of having so mmany«- friends
and mere acquaintang-s speﬂ-k
good words for th bank’s
services. Such work 1s bound
to make the Security gt =nd out
from the impersonal irf: + jtution.
Personal solicitation t alittle
more weight, at 1 on the
"side of the Security-

Then there was thqll - gfect of
increased courtesy service.
Tdke a typical teller- @ \ ~ith the
‘\inspiration of the confll. ¢ before
him he saw in the @ +ing of
casual visitors to "< wn-
dow potential custodll r <. (lc
broached the subje <> thau,
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" Giving the younger generation

National Bank of

commercial bank.
work was done,
of the bank’s officials.

by the bank’s housekeeper.
made by the high school pupile
Planters National Bank.

B\, he als6 "tried so to handle
““{ha&n that through him the bank
chld make a better impression
: onljthe public and secure their
" bulkiness through service. He
sa'f in good customers a chance
to freach their friends.
ne young man, for instance,
o result of the contest, did
t has been preached time

as
wl

|

!

L an§ again in a more or less dry -

‘l or “preachy” way. This em-

i ple yee secured 421 new accounts

v du fing the contest. He used

! hi: fevening hours and his noon

= hallrs, as well as holiday time,

‘ tollcome in. contact with pros-

} pcljts. He was spurred on, and

‘ in}lhat way did what banks

I haople Ong been trying to get
enfployees to do. In this case -
t1 ]V -reward was obvious and—
coblerete. The young man saw’
th| | point, where he might not
Libte in a mere preachment.

Another effect on the em-

piiyees was that of educating

m as to the bank’s worth,

Richmond, Virginia,

‘ Richmond high school an opportunity
' students of commerce arrived at the bank

of notes, and the passing on of credits.
thé rapid calculating bookkeepin
invaded the the transit departmen
of the bank, they were taken to the dining-rooms
About forty pupils w
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a practical demonstration of how
recently gav
to see for themselves how

and were immediately assigned to various groups
One group operated the discount

Others went to
g machines,
t. After the youn

ere in the official p

in the interest o

where printed literature and
lectures might never have done
it. They had the spur of the
contest to enthuse them. They
had to talk the bank in order
to succeed in the contest; and
in talking the bank to sell it to
the prospects they had first to
sell jt to themselves. Thus, they
became saturated with their
own institution, its resources,
its thirty-five years of exist-
ence, its personnel, the fact that
it has.always paid dividends to
its stockholders, never has had
to rediscount its paper, and its
history of origin and develop-
ment, an important phase of the
bank to use in an argument.
This very benefit alone is con-
sidered worth a great share of
whatever expense there was
connected with the contest.
One of the greatest dangers
to a bank, as far as individuals
are concerned, is the fact that
a bank is made up of so much
routine work. It is necessary;

e the senjor class in cominercial business of a

department, and
the bookkeep
the posting of checks and deposits. Still others
g students had visited
of the bank, where refreshments were served

¢ thelr studies, and with the co-operation of the

a bank is run. The Planters
things are done in a modern
after the regular day's
the direction of certain
handled the discounting
ing department and handled

under

the many departments

arty. The trip is one of seversal

and it makes difficult the tx
of picking out the emplort] .
with initiative and selling .
ity. In this matter the contt
scored a decided hit. Rout
of course, has to be done, 2
some one has to do it. T
means that there is the dan;
of making the routine a rut,
keeping the ‘party doing

short-sighted, and his vision-
the bank limited to that nam
sphere. Also the danger

hiding many .a capable per
from the higher-ups.

How the contest affected t
problem was in opening the ¢
of the routine-workers, wheth
at machine or window, tot
fact that there is someth:
bigger they” can do‘today th
their yesterday’s routine; t
they can have a share int
building of the business—ast
a share as they are capable:
handling—and that they ¢
rise above the routine.
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Watch forlNew Names and Other Changes.

Aabury Park, N. J., Asbury Park: !‘r.{ Co., J. B.
Fogal, asst. secy-tr
Berkeley, Cal., 1st Nat'l Bank, G. L. Pape, V. P.

". Boston, Mass., 1st Nat'l Bank, Brighton office,

T. F. Megan, asst. m mge
Boston, Mass., National Shawmut K.
Boston, Mass., State 8t. Tr. Co.,, R. M. Eastman,
asst. vice-president.
Brenhalx:\. Tex., 1st Nat'! Bank, A. Schlenker,

cash. B .

Brooklyn, N. Y. Globe: Bxchahge Bank, J. H.
Van Bramer, new bgs. mgr.

Brooklyn. N. Y., Home 8 Bank, V. M. Powell,

secy. '
Brooklyn, N. Y., Wll!lamsburgh Svga. Bank,

A. ighton, adv. m
Buffalo, N Y., Fidelity '.l‘r. Co., w. D. Lamp-

man uat pub. megr.
Buflalo, N. ,» Marine Tr. Co., Harold McDougal,

Buﬂalo, N Y Peoplea Bmk. Clarence B. Hor-
us. extension

ton, mgr.

Camg‘:lodie. Guannty Tr. Co., L. A.

Camden, Ark., norch:nu & Planters Bank, P.
T. Hildebrand, cash.

Cedar Rapids, Towa, Cedar Rapids Svgs. Bank,
C. B. Auracher, adv. mgr.

Chambersburg, Pa., Chambersburg Tr. Co., F.
A. Zimmerman, V.

Charleston, W. Va., Kanawha Nat'! Bank, Lee
8. Trimble, trust officer.

Chattanooga, Tenn., American Tr. & Bkg. Co.,
E. Lee Smith, asst. cash. - -,

Chattanooga, Tenn., Cha,ttanooil Svgs. Bank,

J. V. Hol
Ohlca‘o. Ill. Ra.y B. Baudtr 740 8. Michigan

Ohlcuo, IIL, Central Trust Co. 6t IlL, Louls W.
ar oy. adv. m,
Chlcaxo Morris Plan Bank, 8. B.

ark, cy.
Chicago, Ill, learty Tr. & Svgs. Bank, Milton

Rosen ast. cash.
Chicago, m. Northwostern Tr. & 8vgs. Bank,
He! uehung. V. P,
Chlcugo. Ill.. Schiff Trust & Svgs. Bank, Benja-
L. Cohen, bus, ext. dept.
Chlcago. I1l, State Bank of Chicago, E. L. Jarl,

asst. cash. .
Ohlcag:. Ill.,, Union Tr. Co., P. L. Hardesty,
ub. mgr.
ch!cago. ., Utmty Securities Co., Paul A.
Jenkins, adv. dept.
CIeveland. Ohlo. Contml Nat'l Bank, R. J.
adv.
cuvelagld. Ohio, Clevala.nd Tr. Co., L. 1. Sperling,
Coralca.ga. T;x.. First State Bank, L. G. Kerr,
cas|
Dayton, O., Ofty Nat’l Bank, W. b % Grleoer. cash.
Dayton, O., Dayton Svgs: & T
Dantielson, Conn., Danielson 'l‘r. Co.. C. H.
Starkweather, treas.
Denver, Colo., Denver Nat’l Bank, E. J. Traoy,
mgr. bus. ext. dept.
Des Molnes," Ia., central State Bank, H. G.
Metcalf, mgr. bus, ext. dept.

Detroit, Mich., National Bulk. F. J. Camp-
bell, adv. mgr.

Mul.,

Detrolt, mch.. seeumy Tr. Co., H. B. Grimm,’

bus. ext. dep
Ellnbe h Clty. N. c.. 1st & Citizens Nat’l
H. Jones, cash.
Elmim. N. Y znd Nat’l Bank, Helen E. Mal-

lory, adv.

Eva.nsvme. Iud Old State Nat'l Bank, A. F.
Bader, asst. cash.

Flint, Mich., Citizens Com’l & Svgs.'Bank, H. B
Potter, cash.

Flint, Mich., Industrial Svgs. Bank, A. T. Smlith,
mgr. epec!al serv. dept.

Gardner, Mass.,, Gardner Tr. Co.

Haverh{ll, Mass., 1st Nat’'l Bank, C. A. Rath-

bone, V. P.

Indla.napolls, Ind., Fletcher Svgs. & Tr. Co.,
L. Buennagel. mgr. serv. dept.

ltha.ca. N. Y., 1st Nat'l Bank, W. A. Boyd, V. P.

Jacksonville, Fla., Bamett Nat’l Bank, BE. G.

Haskell, adv. dept.

Joliet, Ill., Will Co " Nat'l Bank, F. R. Adaml.

Kankakee, Ill, City Tr. & Svgs. Bank, C.
Mueller, cash.

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

Lansing, Mich,, ‘Am, State Savings Bank, James
H. Bhepherd. mgr. new bus. dep

le:l. lP;,m, 8. A., Banco Mercanul Americano

Lincoln, Neb The First Nat'l Ba.nk. C. F.
Snyder, Jr pub. and new bus. mg

Los Angeles, Cal. Hellman Com’l Tr. & Svgs.
Bank, D. R. Branham, asst. casl

Los Angeles, Cal.,, Pacific-Southwest Tr. & Svga.

. MacLenna.n. adv. mgr.

Mn.dlson. 8. D., Lake Co. Nat’'l Bmk. M P
Berther, pres.

Manlila, P. I, Bank of the Philippine Islands,
Wm. T. Noltln( pres.

Milw Wis., d Ward Securities Co.,
Second Ward Savlnga Bank, Burr E. Lee.
mgr. bus. serv. dept.

Minneapolis, Mlnn Farmers & Mechanics 8Svgs.
Bank, T. E. Wa.llace, treas.

_Minneapolis, Minn. ., Minnesota Loan & Tr. Co.,

W. E. Brockman, pub. mgr.
Minneapolis, Minn., Northwestern Nat’l Banlk,
F. Merrill, adv. mgr.
Missoula, Mont.,, Western Montana Nat'l Bank,
J. Bennett.
Montreal, Que., Banque d'Hochelaga, 112 S8t.
James 8t., Léon Lorrain, dir. pub,
Newark, Ohlo, Home Bldg. Ass'n Co.,, B. M.
Baugher, pres.
New Orleans, Ln., Canal-Com’l Tr. & Svgs.
ank, H. Caplan, secy. to pres.
New Orleans, La.. Hibernia Bk. & Tr. Co., F. W.
Ellsworth, V. P.,, W. B. Wisdom, adv. mgr.
N. Y. Ei' tmerloa.n Trust Co., Horace W. Foster,
asi pres,
Y. C.,, Bank of America, O. F. Hevener,
adv. mgr.
N. Y. C., The Bankers Magazine.
N. Y. C.,, Canadian Bank of Commerce, Case R.
How rd.
Chatham & Phenix Nat’'l Bank, N. P.
Gstling. V. P,
Cos.l & Iron Nat’'l Bank, M. Wheeler,

N. Y. c., lqulta.ble Tr. Co., A. DeBebian, adv.

mgr.
N. Y. C, The Farmers Loan & Tr. Co., I. H.
Meehan, asst. V. P.
N. Y. bc.. Gotham Nat'l Bank, B. W. Griffin,
- pul
N. Y. C,, Ha.mllton Nat’l Bank, 130 W. 42nd St.
N. Yucix The Manhattan Svgs. Institution, H. J.
olloy.
N. Y. C.,, Manufacturers Tr. Co., Daniel Llpelq
N. Y. C.,, Mechanics & Metals Nat'l Bank, S.
Ksator. adv. mgr.
N. Y. c. New York Tr. Co., E. Langstroth, pub.

N. Y. C Seaboard Nat’'l Bank, E. M. Hutchins,
pub. mgr.
N. Y. C.,, Trade Bank of N. Y., Rudolph Stein.
N. Y. C Union Bank of Canada. . G. Sclater,
adv. mgr.
Northampton Mass.. Hampshire Co. Trust Co.,
. L. Willfs, pres.
45
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Norwich, Conn., The Chelsea 8vgs. Bank.
Oak Park, Ill., Oak Park Tr. & Svga. Bank,
Clarahan, mgr. new bus. dept.
Paterson, N. J., National Bank of Amerlca. J.
DeM. Van Dien, mgr. new bus. dept.
Phila., Pa.. 4th 8t. Nat'l Bk, J. T. A. Holbach.

adv.
Phila, Pa.. Overbrook Bank, R. H. Thompson,

Phila., Pa., Tradesmens Nat'l Bank, H. E.
Deily, asst. cash.
Pituburgh. Pa., Pennlylvanla Tr. Co.,, F. Le
Myne Page, sec'y.
Plainfleld, N. J,, ’rhe Plainfleld Trust Co., Miss
M. E. Schoeftel.
Prague. Czechoslovakia, Induatrlal and Agricul-
tural Bank of Bohemi
Raleigh, N. C., Citizens Nat'l Bank, R. A.
Brown, asst. cash.
Richmond, Va., Planters Nat'l Bank, R. E.
Hotze, Jr., asst. cas
Richmond, Va., Va. Tr. Co Walker Scott, V. P.
Rochester, N. Y., East Slda Svgs. Bank, C. C.

Davy, atty.
Rochester, N. Y.. Unlon Tr. Co., Arthur J. Meyer,
pub. mgr.
San Antonio, Tex., Central Tr. Co., D. Ansley,
San éntt;nio. Tex., City Nat’l Bank, H. M. Hart,

. P.

S8an Francisco, Cal., Wells Fargo Bank & Unlon
Trust Co., G. W. Wickland, pub. mgr.
Santa Rosa, Cal.,, The 1st Nat’l Bk. of Santa

Rosa, J. G. Morrow, V. P. & cash.
Schenectady, N. Y., Schenectady Svgs. Bk.,
- Miss A. 1. Waldron, director serv. dept.
Scranton, Pa., 3rd Nat’'l Bank, Theda A. Hopps,

mgr. new bus. dept.
Shre‘y;port, La., Exchange Nat’l Bank, W. 8.

nn.

Smithtown Branch, N. Y., Bank of Smithtown,
J. A. Overton, cash.

Soute B’gnd, Ind., Indlana Tr. Co., J. C. Stover,

Spokane, Wash., Old Nat’l Bank-Union Tr. Co.,
A. F. Brunkow, pub. mgr.

8t. Josbeph. Mo., 1st Nat'l Bank, L. J. Morgan,
pub. mgr.

St. Louls, Mo., 1st Nat’l Bank in St. Louls,
Frank Fuchs, pub. m

St. Louis, Mo., leerty Central Tr. Co., J. V.
Corrigan, pub. mgr.

8t. Louu. Mo., Nat’'l Bank of Commerce, W. B.
‘Welsenburger, V. P,

8tockholm, Sweden, Svenska Hanae:isbanken,

. G. Norberg, pub. mgr.

Stroudsburg, Pa., Stroudsburg Nat'l Bank, F. L.
Stackhouse, cash.
Sydney, Australia, Gov't Svgs. Bank of N. 8. W,
A W. roner, secy.
'rarnpa. F’la.. CItizens-Amer. Bank & Tr. Co., L.

A.

Toledo, Ohlo. Coml Svgs. Bk. & Tr. Co., J. H.
Streicher, asst. secy-treas.

Trenton, N. J., Mechanics Na.t'l Bank, G K.
Withers, tr. off. & pub. mg

Tuscaloosa, Ala., City Nat'l Blnk, 8. F. Cla-
baugh, V. P. & cash

Utica. N. Y., Utica City Nat'l Bank, C. J.
Qulnllvan. adv. & serv. mgr.

Vald;stl.. Ga., Merchants Bank, A. F. Winn,

P,
Warren.h Pa., Warren Nat’'l Bk, R. W. Mackay,

cash,

Washington, D. C., Union Tr. Co. of D. C., W. 8.
Lyons, asst. secy.

Wuhington. D. C., Washington Loan & Tr. Co.,

E. H. Thompson, pub. mgr.

Watertown, N. Y., Jeﬂeraon Co. Nat’'l Bank,
R. W. Oakes, asst. cash.

Waynesboro, Pa., 1st Nat’'l Bank, J. E. Guy,
mgr. serv. dept.

Wellagoro. Pa., 1st Nat'l Bank, M. L. Matson,
adv. dep

Wllkea-Barre. Pa., Miners Bank, W. J. Ruff,

Wllkea-Bu're. Pa., Wyoming Nat'l Bank, W. M.
Sherrill, mgr. pudb. and new bus. dept.

Wilmington, N, C., Wilmington Svgs & Tr. Co.,
C. B. Taylor, pres.

Youngstown, Ohlo, 1st Nat'l Bank & Dollar
Svgs. & Tr. Co, J. N. Higley, pub. mgr.

Zurlch SWItzerlnnd, J. Muller, 49 Sunnegg-

(O]

New Names

Durham, N. C., Citizens Nat’'l Bank, D. P.
Campbell.

Knoxvllle, Tenn., City Nat’'l Bank, J. K. Weems,
mgr. new bus. dept

N. Y. C., York Safe & Lock Co., Elsie E. Wilson.

Parish, N. Y, State Bank of Parish, J. L.
Seigart, asst. cash.

Phila., Pa., Franklin Trust Co., H. Ennis Jones,
asst. to pres.

Phila., Pa., Girard ‘frust Co., J. Malcolm
Johnston.

N

Keep us in touch with your publicity work.
Each month current advertising is reviewed
and commented upon, advertisements are repro-

duced and criticised in BANKING PUBLICITY
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BROWN BROTHERS & CO.

Established 1818

330 Ch S 59 Wall Street 60 State S
Philadelph:a NEW YORK Boston

[[Investment Securities
Foreign Exchange
Commercial Credits
Travelers’ Credits

®

A Century of Service

BROWN, SHIPLEY & COMPANY

Established 1810

Founders Court, Lothbury Office for Travelers
London, E. C. 123 Pall Mall, London, S. W,
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A race for a market

N A CERTAIN CITY there was
I a demand for an imported
commodity for which the mar-
ket was limited. Two importers
knew the market existed. Each
arranged with his bank for the
financing and shipment of an
order, and a business race
ensued.

The first importer’s bank had a
highly developed cable service.
His order was shipped on the
first available steamer.

The second importer’s barik lost
days in making the necessary
arrangements, through an error
in decoding a cable. This delay

taused his shipment to leave a
week later,

Result: The first importer dis-
posed of his cargo at a substan-
tial profit. The second found a
saturated market and was forced
to store his goods in a warehouse
and later to sell them at a loss.

The Cable Department of The
Equitable is one of the features
of its specialized service to cor-
respondent banks. Its code sys-
tem and private cipher key are
such that chances of error are
reduced toa minimum and avery
considerable saving in time and
cable tolls is frequently effected.

'

THE. EQUITABLE
TRUST COMPANY

OF NEW YORK
37 WALL STREET

UPTOWN OFFICE
Madison Ave. at 45th St.

FOREIGN OFFICES

LONDON : 10 Moorgate, E.C.2

Bush House, Aldwych, W.C.2
PARIS: 23 Rue de la Paix
MEex1co CITY: 48 Calle de Capuchinas

IMPORTERS AND TRADERS OFFICE
247 Broadwas

DISTRICT REPRESENTATIVES

PHILADELPHIA : Lind Title Building
BALTIMORE: Calvert and Redwood Sts.
CHICAGO:: 105 South La Salle St.

SAN FRANCISCO: 485 California St.

—
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Roumamas Economlc and F manc1al
Sltuatlon
By Nlcholas Petrescu Ph. D.

INCE the World War there has
"been in the United States an in-
creasing understanding of Euro-
pean affairs from the business view-
point. It took on definite and significant
form in the days immediately preceding

the Peace Conference of Paris, when in- .
dustrialists and capitalists began to con; :
sider the business possibilities of the

war-stricken countries of Europe. How-
ever, the financial settlement desxg'ned

by the Peace Treaty, especlally that re- -

ferring to reparations, gave risé€ to long-
continued uncertainty.
most of the European countnes requir-
ing foreign capital in the work of re-
construction was to have built their
economic future on the expectations of
reparations payments fixed by the
treaty. They hoped that as soon as the
Peace Treaty would be signed, both
economic and political prosperity would
be restored on the continent. ¢

Thus everyone wds awaiting the era -

of normal conditions, and no one. was
facing the reality. The truth is that
Europe had still to fight for peace. The
military war was ended, but the eco-
nomic war was only beginning. After
. five and one-half years of peace, Europe
is still grappling with the consequences
of war. Today every belligerent coun-
try, with the exception of Great Britain
and Belgium, is passing through a series
of economic and financial difficulties,
determined by that state of mind which
the five Treaties of Peace created in
Europe.

Roumania is suffermg from the same
conditions. In spite of her great
natural resources her actual financial
and economic situation is full of per-
plexities. The depreciation of the cur-
rency is quite out of proportion to the

* country’s real wealth, while actual pro-
duction does not correspond to the real
possibilities  of natural resources. In
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order to understand this abnormal situa-
tion, we shall survey Roumania’s eco-
nomic and financial situation as it is
today, and as it should be, were it helped
by foreign capital. For the chief cause

of Roumania’s actual difficulties lies in .

the . inadequate exploitation of her
natural resources.

GEOGRAPHICAL POSITION

Two distinct facts establish Rou-
mania’s individuality among the other
countries of Southeastern Europe: her
geographical position and her natural
resources. Foreign writers improperly
call Roumania a ‘“Balkan country.”
Only a small portion-of her territory,
the province of Dobrudja, falls geo-

49



50

SCALE OF MILES

! $0 |so

THE BANKERS MAGAZINE

Map showing the Kingdom of Roumania in comparison with the Eastern States of the United States

graphically into this denomination, being
situated south of the Danube and under
the influence of the Balkan mountains,
which run through Bulgaria. As a mat-
ter of fact, more than 90 per cent. of
the whole territory lies north of the
Danube. But neither ethnologically
nor psychologically has Roumania any-
thing in common with the Balkan States.
Her population is Latin and entirely
different from the Balkan peoples as re-
gards cultural, physical, and moral fea-
tures.

Geographically Roumania is, in fact,
a link between West and East. This
intermediate position has had a decisive
influence upon her history. Roumania
has been in the past the highway of the
various Asiatic tribes that invaded
Europe for nearly a thousand yecars.
She received the first shock of their
masses and thereby arrested or at-
tenuated their impetuosity. This is es-
pecially true with regard to the Turks.
The stronghold was a geographical one.
The Carpathian mountains saved the
Latin character of the Roumanians.

Without this natural defense they would
have been unable to withstand the vicis-
situdgs of the ages.

Another fact to be noted in this con-
nection is that Roumania was situated
between three great powers, the Turkish
Empire, Austria, and Russia. Although
she suffered greatly on account of their
rapacious policy, yet she managed to
escape their absolute control by the very
fact that they were three. For the im-
possibility of arriving at an understand-
ing prevented these great powers from
annexing the country in the past.

If we now turn to the present time,
we find that Roumania again occupies
a favorable position among the South-
eastern countries of Europe. By ac-
quiring the whole territory inhabited by
Roumanians, she has on the east the
River Dniester and the Black Sea, and
on the south the River Danube, as nat-
ural boundaries. With the three neigh-
boring powers of the past gone forever,
with a chaotic Russian State, with a
weak Hungary. and with friendly neigh-
bors like Poland. Czechoslovakia, and
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Jugoslavia united by identical interests,
Roumania finds herself for the first time
in her history without a strong dan-
gerous neighbor.

Roumania has more than doubled
her territory and population since the
signing of the general peace. Her area
is larger than the combined areas of the
States of New York and Pennsylvania
(296,142 square kilometres against
189,078 square kilometres of the old
kingdom), with a population of over
17,000,000. These facts alone show
Roumania’s importance in Europe.

NATURAL RESOURCES

There is no doubt that Roumania has
one of Europe’s richest producing areas,
and is the richest country of South-
eastern Europe. Before the war her
trade already exceeded in volume. the
combined trade of Serbia, Bulgaria and
Greece.* The chief wealth of Roumania
lies in cereals and minerals. In 1913
Roumania ranked fifth among the grain-
growing countries of the world, coming
after the United States, Russia, Ar-
gentina, and Canada. The total grain
production of Greater Roumania may
be regarded at least as double that of
the pre-war production. In spite of the
inadequate cultivation following the
great agrarian reform, the export of
cereals reached in 1928 over 8,000,000
tons.

The minerals found in Roumania are:
oil, salt, coal, nickel, copper, zinc, and
gold. With the exception of oil, the
other minerals have scarcely. been
touched. Gold has been exploited for
nearly 2000 years in the Province of
Transylvania, but never adequately
enough to allow the development of a
sound industry. This valuable mineral

is still being exploited today in a rudi-

*In fact, the trade of Roumania In 1913
reached the figure of $247,106,040 while that of
Serbla, Bulgaria, and Greece ,put together
amounted to $165,619,000, that s, $81,487,040
less than Roumania’s total trade figure. The
indisputable superiority of Roumania in com-
parison with the named Balkan States was
shown also by the respective annual revenues.
In 1913 Roumania had an annual revenue of
$106,413,000, Bulgaria $53,148,000, Greece $44,-
671,000, and Serbia $41,364,000.
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mentary way. The salt deposits are the
most considerable after those of oil.
Roumania is exporting salt to nearly all
neighboring countries. The other min-
erals are hardly exploited on account of
the lack of capital.

As regards the petroleum industry,
Roumania ranks fourth among the coun-
tries with oil resources, coming after the
United States, Russia, and Mexico.
The production in 1913 amounted to
1,885,000 tons, of which about 1,000,-
000 was exported. Unfortunately, the
production has been very low since the
war, owing to the destruction of the oil
wells during the German invasion and
to the slow work of reconstruction. The
export of petroleum has dropped by
over a third in comparison with pre-war
figures on account of the increasing con-
sumption at home after the war. Recent
figures, however. reflect great activity
on the part of this industry.



52 THE BANKERS MAGAZINE

Besides cereals, salt, and oil, Rou-
mania exports great quantities of Jum-
ber, cattle, and vegetables. Lumber is
mostly exported to Egypt, Hungary,
Greece and Bulgaria.

FINANCIAL SITUATION

As already remarked, the outstanding
feature of Roumania's actual financial
situation is that it does not correspond
to the real wealth of the country. The
depreciation of the leu (1 leu equals
$0.19) to nearly half of a cent should
not be regarded as proof of a desperate
situation. First of all, the Roumanian
len has shown an improving tendency
in the fact that it has remained steady
for the past twelve months. This re-
flects to a certain extent the stabilization
of the country’s conditions. Moreover,
there has been an increasing spirit of
readjustment in the public finances,
especially since the limitation of paper
issues and since the budget has been
balanced last year. Lastly, the revenue
returns for the first quarter of the
financial year show that the anxious and
difficult period of the country’s financial
situation is over.

The question still remains, however,
why the Roumanian exchange is not
restored. Despite the fact that the coun-
try’s public finances have been im-
proved, the actual low value of Rou-
manian currency is causing widespread
discussion both at home and abreoad. In
order to understand this somewhat ab-
normal situation, it will be necessary to
go to the root of the matter.

The chief cause of Roumania’s finan-
cial and economic difficulties lies in her
public debt. While the amount due by
the Roumanian Government is not enor-
mous in comparison with the national
wealth of the country, yet the means
and methods applied to it since the
cessation of the war have exerted an
undesirable effect on Roumania’s credit
abroad. Many trying experiences could
have been avoided by a proper choice in
the administration of public finances.
This evil is, however, not peculiar to

Roumania only. The war wrought
sweeping changes the world over in the
activities of populations and in the
course of international exchange of com-
modities and goods. The process of re-
construction has been affected by these
new developments. It was inevitable
that countries like Roumania, which
had expanded their economic and
political possibilties, should proceed
slowly with the problem of devising
financial machinery whereby the work
of reconstruction might be rendered
more effective. Fortunately, there are
signs that the country is at last awak-
ening to the gravity of the situation.
The present Roumanian Government
(of the Liberal Party) has given active
consideration to the question of enlisting
some of the national resources for the
improvement of public finances. The
legislation and measures introduced by
this government have, however, mnot
yielded the results that one could rea-
sonably expect from such action. In
some respects this financial policy has
been even more harmful than the mis-
takes committed by former governments
in matters of public finance. But before
passing an objective judgment on the
financial problems of Roumania, let us
give a few facts and figures on the
country’s public debt. For this will
enable us to obtain a clearer insight into
the situation.

ROUMANIA’S PUBLIC DEBT

Up to August 1, 1916, that is on the
eve of Roumania’s entrance into the
war, the situation of the public debt was
as shown in the table on opposite page.*

At the end of 1922 the treasury bonds
in circulation in Roumania amounted to
500,000,000 lei, while those in circula-
tion abroad had reached a fabulous
figure. The inflation of Roumanian
Treasury bonds abroad brought about
the depreciation of the exchange. It
was the chief cause of the disorganiza-

*For these figures I am indebted to the article
of G. Cloriceanu, *“La Dette publique de la
Roumanle’” in *“Revue Economique Interna-
tionale’’ (December 1923, Paris), pp. 520-559.
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Consolidated debt (internal and external)

Treasury bonds in circulation (issued before August 1914).....

Francs (gold) 2,157,000,000
“ “ 100,000,000

« [

Advances of the Roumanian National Bank
Advances allowed by Great Britain

600,000,000
£ 12,000,000

Advances allowed by France.

Francs 68,000,000

Advances allowed by Italy

Lire 10,000,000

On Novcmber 1, 7
Consolidated debt before 1917

Total: Gold Lei 3,797,000,000

6. the public debt of Roumania was as follows:

Lei 2,150,000,000

Advances of the Roumanian National Bank

“ 1,800,000,000

Bonds of national defence, treasury bonds, and bonds of

requisition

Advances allowed by Italy.
Advances allowed by the English Treasury

“ 600,000,000
N Lire 10,000,000
£ 23,000,000

Advances allowed by the French Treasury.

Francs 1,049,000,000

tion of Roumania’s public finances. To
the deficient state of production and to
the lack of thrift, there was thus added
the depreciation of credit abroad.

Nearly all of the public debt was
consolidated last year by Vintila
Bratianu, the Roumanian Finance Min-
ister. The situation of the external
public debt is now as follows:

Great Britain (capital and interest to January 1, 1924).........
United States* (capital and interest to July 1923) ...

France (capital without interest)

treaties, 2,079,750,000 gold francs as
war reparations. Moreover, Roumania
has to receive from the Allies compensa-
tion for the destruction of the oil fields
during the war. The amount has not
been definitely settled. Roumania is
asking £17,000,000, while the Allies
favor a smaller figure (about £10,000,-
000). So far no amount has been paid

£ 82,000,000
- $ 438,628,944
Francs 1,181,000,000

Italy (capital without interest)

Lire 10,000,000

*The advances made by the United States Treasury in 1919 amount, according to the ‘Annual
Report of the Secretary of the Treasury of the United States of America,” to $36,420,182. This
credit was open for the purchase of goods from the liquidation of the stocks of the American

army in Europe.

The commercial debt abroad is as follows:

Advances of the British Treasury (capital and interest to July

1, 1923)

£ 2,250,000

Advances of the French Treasury (capital without interest)...
The loan of 1921 in Switzerland (interest not included)..........
The loan of Banque Belgo-Argentine (interest not included)._Belgian Francs

To this should be added 580,000,000
French francs and 140,000,000 gold
francs, representing the consolidated
debt before the war, and about 38,000,-
000 pounds worth of bonds of the Rou-
manian Treasury, issued between 1919
and 1921 during the reconstruction
period.  Finally, the quota-part of
Roumania from the public debt of
the former Austro-Hungarian state,
amounting to 2,245,000,000 gold francs,
belongs to the same category of debt.
On the other hand, Roumania will re-
ceive from Germany, Austria, Hungary,
and Bulgaria, according to existing

Francs 179,700,000
Francs 40,000,000
25,000,000

for the destruction of the oil wells.

As to the internal public debt of
Roumania, its present situation is as
shown in the table on the following page.

FINANCIAL READJUSTMENT

Obviously, the financial situation of
Roumania is far from being overbright.
Although the country’s credit has been
strengthened abroad since the partial
consolidation of the treasury bonds, and
since the budget has been balanced, yet
the financial consequences of the war
have not been wholly overcome.
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Consolidated debt

Annual interest

Lei 4,7
Interest to be paid annually 2
Advances of the Roumanian National Bank 12,8
Interest to be paid annually
Treasury bonds and bonds of requis sition 5
Interest to be paid for the land expropriation 3
Orders of furniture made by the state at home... e e e 2,1
Lei 19,630,000,000

Total

The great problem of financial read-
justment in Roumania is that of getting
the maximum of taxation and the max-
imum of production. As to taxation, the
government has made every possible ef-
fort. The excess profits taxes and the
higher surtaxes on income, in particular,
have yielded some positive results, but
the various legislative acts with regard
to commerce and industry seem to do
more harm than good to the development
of the country’s production. The re-
strictions and exaggerated taxation of
export goods are defeating their own
ends, for both commerce and industry
are suffering from prohibitive meas-
ures. Many farmers and industrialists
want, above all things, complete free-
dom in their commercial transactions.
If their resources are to be availed of
for the benefit of the country’s produc-
tion, they will have to be exempt, in the
hands of authorities, from exaggerated
taxation and bureaucratic rules.

Besides this, the actual means of
transportation are inadequate for the
trade conditions of today, although
there has been a steady improvement
for the last two years. A more success-
ful operation of the railroads by the
government demands permanent repara-
tion of the rolling stock and additional
new lines between the agricultural and
the commercial centers of the country.
The development of the railway system
in accordance with the modern trade
conditions of Roumania requires, of
course, much capital. At present there
would be difficulty to find the necessary
funds for such a vast enterprise, for
most of the capital has been invested
in various industrial corporations, which
are generally stagnant on account of the

existing financial and economic condi-
tions.

FOREIGN CAPITAL AND CREDIT

The way out of this vicious circle lies
in a more definite policy on the part of
the government toward foreign capital.
The world war has sufficiently proved
that no country, however big and
wealthy it may be. can afford to remain
economically isolated. Economic inde-
pendence is a very relative thing, and
the country that tries to live up to such
a policy is doomed to stagnation.

If the interdependence of the world
is a matter of fact, it follows that a
strictly national economic policy is
always limited in its aspirations. In
order to re-establish normal conditions
and to revive industry on a sound and
profitable basis, Roumania must utilize
henceforward foreign capital and credit
on the broadest possible lines and under
the wisest possible direction. No more
convincing evidence of the need for for-
eign capital could be found than the
actual stagnant situation of the coun-
try’s industries. Although Roumania
is suffering from credit stringency, and
notwithstanding the fact that other
nations are desirous of investing their
capital surplus in such a rich country,
the appeal to foreign capital is being
postponed by the present government.

Roumanian public opinion is, how-
ever, convinced of the urgent need for
foreign capital. It is generally con-
ceded that capital is, like all necessary
commodities, to be imported when it is
not found at home. The exploitation
of natural resources is the only way that
would enable Roumania to regain eco-
nomic and financial prosperity. The in-
vestment of foreign capital should be
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made possxble and attractive by the
government. While it is expected that
foreign capital will bring back better
conditions of production, it certainly
must be that some of the developments
forced upon various industries will
remain more or less permanent. Every-
where national industry will be stim-
ulated by the process of financing, and
the problem of producing sufficient
goods over the necessities of home con-
sumption (as in the case of petroleum)
will have an immediate and salutary
effect upon the country’s economic sit-
uation. .

The solution is, therefore, long credit;
that is, credit long enough to cover the
possible transition period in exchange.
The feeling among bankers and econo-
mists is that within two years Rouma-
nian exchange will show a very great
improvement, if the economic resources
of the country are exploited, for the
basic situation of Roumania remains
sound.

THE PETROLEUM PROBLEM

The appeal to foreign capital and
credit will necessarily imply the ques-
tion of security. In the case of Rou-
mania the security presents, however,
no serious difficulty. The vast unex-
ploited oil deposits could form the basis
of an understanding between the foreign
capitalists and the Roumanian Govern-
ment. As a matter of fact, such an ar-
rangemént has been considered several
times in the past. However, the de-
clared policy of the actual government
for rigid economies rather than for the
development of the country’s natural re-
sources has postponed the settlement of
the petroleum problem.

While it is universally recognized
that a country has the first claim upon
the natural resources of its own soil,
and may rightfully exploit or conserve
them in accordance with the economic
needs of its own people, it is, however,
realized by the majority of Roumanian
financiers that the country’s trade must
suffer something more than a temporary
drop on account of the insufficient ex-

New Orleans

XIII
Public Schools

The Public School System of New
Orleans is one of the finest and most
modern in the United States and in-
cludes one normal school, 4 high
schools, an industrial school for girls,
89 grammar and primary schools and
16 evening schools.

The pupils enrolled are in excess
of 60,000. They are taught by 1600
teachers in such up-to-date struct-
ures as pictured above.

Hibernia Bank & Trust Co.
New Orleans, U. S. A.

ploitation of its own resources. The
exploitation of ‘petroleum by foreign
capital would bring the most adequate
relief to the present situation.

The prevailing opinion is that the
best plan, taking into account present
and possible future conditions, is to
select some group of Roumanian banks
which, in conjunction with a group of
foreign banks, would build up a big
corporation. In order to meet the
exigencies of existing laws, the foreign
capital should not be more than 49 per
cent., while the remaining amount
should be subscribed by Roumanian
banks and by the government.

That this plan is gaining ground
even among its opponents, may be seen
in the changed attitude of the govern-
ment toward foreign capital. It is
generally realized that economic and
financial readjustment in Roumania is
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a matter of production. If the article
most in demand abroad can be produced
in sufficient quantity to allow a sub-
stantial export, then the process of
reconstruction will enter upon a better
phase.

In order to achieve this, an appeal
to foreign capital is not only inevitable,
but an urgent necessity. The people of
Roumania are alive to this truth. Ultra-
conservatism no longer dominates the
economic interests of the country, which
is an appreciable gain. Neither does
that party policy prevail which so long
delayed and thwarted a thoroughgoing
readjustment of the country’s financial
situation.

ROUMANIA AS A MARKET

The introduction of foreign capital
would necessarily intensify the trade
relations of Roumania, for one of the
difficulties of Roumanian trade after the
war has been insufficient support from
foreign banks, and meager supplies of
credit. It is clear that goods could not
be imported in sufficient quantity on ac-
count of the difference of exchange. On
the other hand, cereals and oil could not
be exported in great quantity as long as
production was insufficient. This sit-
uation was, as already seen, the direct
consequence of the lack of capital. If
the introduction of foreign capital
proves successful it will constitute a
most potent influence toward the stabil-
ization of production, not only in the
vastly important industry of petroleum,
but in others as well.

Evidently, Roumania is one of the
most attractive markets of Europe. The
permanent exigencies of agriculture, the
foreign demand for oil and its deriva-
tives, and the immediate need for the
reconstruction of the railway system—
all these facts show the opportunities
offered by Roumania to foreign capital-
ists, manufacturers, and exporters. It
is not too much to say that both the
national wealth and the political situa-
tion of the country are the best guar-
antee of insuring the development of

trade relations on a sound basis.
4

NEW TRADE CONDITIONS

The process of reconstruction will be
affected by these new developments. Not
only will the country’s production be
increased, but at the same time interna-
tional commerce will benefit from such
conditions. For the problem of the
world’s trade is today to readjust as
much as possible and as quickly as pos-
sible the interchange of goods.

It is inevitable that in this readjust-
ment low-exchange countries may be
able to develop production along various
lines at prices that, for the time being
at least, will supplant the goods of the
high-exchange countries on the world
market. This is, however, not the case
with Roumania. In the process of re-
adjustment this country will be no
competitor, because its chief industry is,
and will remain for some time, agricul-
ture. The world needs cereals, and the
interest of every country is to see the
price of these products as low as pos-
sible. As to the other capital industry
of Roumania, the exploitation of petro-
leum, this constitutes also no serious
motive of competition. The oil fields
of the world being limited, the intensive
exploitation in some country will not
affect, in the slightest degree, the output
in other countries. Moreover, the grow-
ing foreign demand for this mineral
implies the necessity of maintaining a
surplus production in the countries with
petroleum deposits.

In the special case of Roumania the
interest of foreign capital in the de-
velopment of her production points to
the conclusion that such financial aid
will not only benefit the country, but at
the same time the foreign investors.
Buyers of one country who are not in a
position, on account of the difference of
exchange, to pay cash for more than a
small percentage of their purchases in
another country with high exchange,
must be accommodated, if their standing
is good, for credit is absolutely essential
to the development of the trade of the
world. What is true of the buyers is
true also of the industries of a country,



which need foreign capital for their
support and development.

ROUMANIA AS AN AMERICAN MARKET

Of the many conditions brought about
by the world war, few have so profound
a bearing on international trade as that
which has been created by the passing
of the balance of wealth from the old
world to the new. No wonder that the
new world, and especially the United
States, is gencrally regarded as the
chief source from which assistance is to
be obtained in restoring the economic
and financial situation of Europe.

American capitalists and manufac-
turers have neglected Roumania in
the past.* This was due partly to
insufficient information on the trade
possibilities of the country, partly to
subversive propaganda carried on in
the United States. While information
is now more adequately furnished by
the leading commercial and banking in-
stitutions, the propaganda is still being
spread against Roumania. Many a time
local conflicts between immigrants from
Russia and Hungary and the Roumanian
authorities are colored by the American
press to the point of showing them as
symptoms of revolution. Under such
circumstances, the best thing for
American capitalists and manufacturers
to do is to visit the country in order to
obtain a clear insight into the situation.

It would be a poor service te draw
the attention of American exporters and
manufacturers to the trade possibilities
with Roumania if at the same time we
did not suggest some means of taking
advantage of them. Roumania needs
from the United States agricultural
machinery and implements. The demand
for such goods is almost infinite. Be-
sides this, rolling stock for the railways,
machinery for the oil fields, motor cars,
and many other manufactured goods are
demanded in great quantities for recon-
struction work in Roumania.

What Roumanian customers require is

*Before the war only a small 'péfcentﬁgé of
the foreign capital invested in the' Reumanjan
ofl fields was American.
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long-term credits—creditsn |
their liquid assets. Granted 1 )
they will buy freely. From t

standpoint, whether the fo.

of American goods meet their

within a period of three montk

years is, after all, a matter of

rather than of principle. Itisg

known that the commercial banl

United States financed the c .
foreign trade after the war, by extend-
ing their facilities in the form ~ °~ -~
term credits. When these cre

tured they were renewed, and

and extensions multiplied so i

at onc time the banks approac

closely to the point beyond wt .
could not go in extending loans without
impairing their statutory reserve limit.

The situation is now changed. Satis-
factory credit arrangements could be
found for Roumania, taking into account
the guarantee offered by this country.

While it is realized that American ex-
porters cannot employ the long-term
credit system for foreign trade, there
must be found some means on
of both American and Roumanie
to conduct the trade between
countries along normal and p
lines.

The establishment of a corporation
designed to finance foreign trade be-
tween the United States and Roumania
is both possible and practicable. Such
a corporation should be establi
the co-operation of American
manian capital. It will aid
manian buyer to purchase .
goods, and at the same time it
lieve the American seller of ¢
the burden of slow payments.

The United States is gradually being
brought to a realization of the oppor-
tunities which await American capital
in all parts of the world. Roumania
is especially worth considering in this
respect. Obviously, only practical con-
siderations should influence the Ameri-
can investors to look upon Roumania as
an Amcrican market. 'Tt'is Yehstndlile
to predict that as séon as'thé ‘Feal opyor-
tunitics of thade with Rourdayiid ‘Beé‘i\ﬁ&
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sufficiently known, there will be a steady
growth of America’s foreign trade with
this country.

ROUMANIA’S INTERNATIONAL SITUATION

Roumania is no doubt the most im-
portant political factor in Southeastern
Europe. Since the cessation of hos-
tilities her international policy has been
directed toward a constructive peace.
It will be remembered that Roumania’s
attitude toward Bolshevism has been
from the beginning most positive and
salutary for the rest of Europe. Even
during the war, when two-thirds of her
territory was invaded by the Central
Powers, Roumania had fought the Bol-
sheviki in Russia. After the signing of
the Armistice Roumania has constantly
watched the Bolshevist propaganda in
the East.

Roumania’s quarrel with the Bolshevik
Gévertimbnt s not: yet ended. ~Tnview

can be expected from Russia. Roumania
is well aware of this fact, and her policy
has been shaped accordingly. The de-
fensive military alliance with Poland
has been made to ward off the danger
of future complications with Bolshevilk
Russia.

With other neighboring countries
Roumania entertains friendly relations.
In order to promote peace she has par-
ticipated in the formation of what is
generally known as “the little Entente.”
This is also a defensive alliance between
Roumania, Czechoslovakia, and Jugo-
slavia, designed to insure peace on the
basis of the Trianon Treaty. The ef-
forts of Hungary to avoid the obliga-
tions of this treaty have been made vain,
thanks to the united action of the three
states.

If therefore the international position

of Roumania is sound, the trade rela-
tlonsshvxtl} ‘this’ coun‘try”“mi‘xkt oﬁ‘ér tHe.'

of 4tte¥ehion! sl perthad Pldéiiadot® b3e opport‘ﬂﬂl ies. © fé' évejj1

thes BoliHevik ’:l'é‘g'fmeA no “good” re‘l&i:xohsd

Roumania is mextrlcably mxxéd'lu'p \ﬁ:ﬁ’
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the political situation of Southeastern
Europe. There is of course still a good
deal of mistaken policy in this part of
the world. There are ruinous and per-
fectly senseless policies in some of the
states, which are working against their
own interests and against the establish-
ment of normal economic conditions.
Roumania may be regarded as an excep-
tion in this respect. In the past few
months there has come over Roumanian
life such a sense of realities as has
hardly been known at any other time
since the war. The truth is that Rou-
mania is again getting down to business.
She may be considered as having en-
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tered definitely on a construci
paign.

All this change has come ¢
late for its effects to have me
of a mark as vet on the econ:
iinancial situation of the country. It
must be one year at best before th
fusion and-vacillation of four yea:
be dispelled. When normal conc
of production will be restored
course, something the future only can
tell. In any case. Roumania’s e )
and financial outlook is today
than it has ever been before. T
of prosperity will set in again as
her natural resources are ade,
exploited.

Jugoslavia in 1923
By D. F. Andricevic

Manager American Department, Jadranska Banka, Belgrade

HE steady decline of the dinar,

which had already set in toward

the end of 1922 in consequence of
mistaken experiments in the exchange
policy, continued into 1923, reaching
the lowest point on January 20 when it
was quoted at 3.70 Swiss francs. At
the same time the trade crisis was at
its height. These two factors in con-
junction caused a great rise in prices,
progressing from January to the middle
of April, and this again provoked
sundry labor movements for increase in
wages, so that the cost of living went
up steadily until the middle of spring.
In the beginning of May the dinar began
to improve. This improvement contin-
ued until, by the end of June, it
amounted to about 20 per cent. The
stabilization of the dinar at its present
exchange value at once reacted satis-
factorily upon the economic situation in
Jugoslavia ; labor troubles were less fre-
quent than in the preceding year, and
the prices quoted for commodities of
life have shown no essential .change
since April, 1923,

The trade position also improved con-
siderably with the opening of direct
communication, vie Hungary, with Aus-
tria, Germany, and Czechoslovakia,
diverting an excess of traffic from the
lines through Slovenia and enabling the
bulk of Jugoslav export trade during the
past year to go through Subotica. The
trade conference held toward thee =~
1923 at Budapest has already brc
about a further improvement by
elimination of obstacles to the
despatch of consignments of goods. An
event which aided in promoting unified
traffic control in Slovenia was the taking
over of the South Railway (Ju#na
Zeljeznica, formerly Siidbahn) by the
state under the terms of the Railway
Agreement of Rome, concluded Septem-
ber 1, 1928, between Austria, Italy, and
Jugoslavia.

At the end of August a congress of
the Jugoslav Chamber of Commerce was
held in Belgrade to discuss the question
of Jugoslav export. This congress was
of special importance for the Jugoslav
business world. A detailed program
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was worked out regarding the measures
required to insure the well-regulated
transport and disposal of the year’s ex-
cellent harvest. The Narodna Banka
(National Bank) and the traffic admin-
istration customs authorities did all they
could to assist the export of Jugoslav
agricultural produce, which necessitated
a large number of covered railroad cars.
The railway authorities forbade reship-
ment, curtailed the time allowed for
loading and unloading by one-half, and
sensibly raised the tariff for warehous-
ing. Thanks to these rigorous measures,
transport conditions improved so much
that the available supply of covered
railway cars proved sufficient, and the
critical period was weathered without
any restriction of traffic.

Jugoslav native industry is for the
most part waging a hard and unequal
struggle against foreign industry. It
is handicapped by the present system
of import duty, since the normal pre-
mium amounts merely to one-half the
effective gold premium. Foreign indus-
tries, moreover, pay no turnover tax
when importing goods into Jugoslavia;
they are generally better organized, and
have in many cases cheaper raw ma-
terial at their disposal. Apart from this,
Jugoslav industrials are burdened with
exceptionally heavy import taxes, espe-
cially local and district rates, which
often amount to something like 600 or

760 per cent. of the state taxes. In
some districts a single industrial concern
will pay over 80 per cent. of the local
rates. Social rates are also very heavy,
yet only quite recently has the demand
been put forward that this burden

“should be lessened, and adapted to the

financial capacity of industrial concerns.
Meantime it is imperative that industrial
enterprises should not be so heavily
taxed by local rates, as the present bur-
dens cannot possibly be borne over a
long period. So far the demands of
industry for protection against foreign
competition have met with scant con-
sideration in responsible quarters, and
only the new control tariff is likely to
bring about a certain change for the
better.

Owing to a crisis in credits which was
becoming steadily more acute, due to
the stabilization of prices and increased
competition, trade profits were very cir-
cumscribed. In Slovenia, however, there
was a notable increase of firms in the
timber trade as well as in the fancy
goods and wine trades. The itinerant
trader, or licensed pedler, is likewise a
very familiar figure throughout Slo-
venia. He is usually a native of
Kodevje or Crnomelj; but he also fre-
quently hails from Dalmatia or Ru-
mania. The picturesque looking carpet
dealers one meets are mostly Bosnians
or Serbians.
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The stabilization of the dinar exer-
cised a noticeable influence on the
development of business. Running ex-
penses increased steadily throughout the
year; credits rose until they reached the
danger limit. At the same time we must
admit that in this respect Slovenia fared
far better than other provinces of the
state. During the latter half of the
year there was also an acute shortage
of ready money, which has eased off a
little of late, but has not passed away
altogether even now.

The harvest of 1928 was quite satis-
factory in Slovenia. Hops were espe-
cially plentiful, and the vintage was
fair in spite of unfavorable autumn
weather. Cattle food was grown in con-
siderably greater quantities than in the
preceding years. The result was a re-
duction in the price of fodder, which in
its turn caused an improvement in the
conditions for stock-raising.

The year’s Ljubljana and Maribor
fairs showed that Jugoslav trades,
crafts and industries are making laud-
able efforts to raise the level of native
production. For this reason it is all the
more to be regretted that facilities for
technical and trade education should be
so limited in the country. Evening
trade schools are still in a most pre-
carious position. Credits for those
already in existence are altogether in-
sufficient, and new schools, which are
urgently required for the timber, tex-
tile, leather, pottery and chemical
trades, cannot be founded for lack of
funds, because there is not sufficient in-
terest in the matter in the quarters
concerned. It is also very necessary
that the work done by the Office for
Furthering Trade should be on more
energetic lines, as it has an important
task to fulfill in carrying out its object.

The economic position in Slovenia is
sure to be greatly eased by the execu-
tion of the economic treaty with
Austria, because thereby many out-
standing questions—some of them years
old—which have severely handicapped
and hampered economic development
and progress, will at last be liquidated.
It is to be hoped that on that occasion

the government will keep its promise "
and compensate those savings institu-
tions which have got into difficulties
owing to unsatisfactory adjustments of
accounts. It is also high time the wind-
ing up of other outstanding financial
questions should be expedited as much
as possible, because Slovene banks, pub-
lic funds, corporations, and even private
individuals still have many claims
against Austria under public law, which
have not yet been settled.

Another great handicap to Jugoslav
industry and national economy was the
non-settlement of the Adriatic question.
The questions of a commercial treaty
with Italy and the solution of the Fiume
problem, together with the questions
connected with the delimitation of the
Italo-Jugoslav frontier, were all at a
deadlock for the greater part of last
vear. Since the recent increase in the
goods tariff on Jugoslav railways, the
Adriatic traffic has avoided transit over
Jugoslav lines and taken the way wvia
TrbiZ%, through Austria. Theoretically
Jugoslavia is, of course, now allied to
Italy; but up to the moment of writing,
direct communication by rail and tele-
phone has not yet been established, and
in this respect the country is altogether
dependent upon, and at the mercy of,
Trieste.

The construction of new railway lines
is progressing slowly. Next summer
direct communication will be established
with the Prekmurje, whereby the
Ljutomer district (famous for a fine
type of Styrian white wine) will be ren-
dered independent of transit through
Austrian territory. In the autumn
Slovenia will also be connected by rail
via Karlovac and Ogulin with Split,
which is destined to become Jugoslavia’s
chief emporium on the Adriatic. It is
greatly to be desired that the year 1924
should at least see the preliminary work
begun upon the extension of the Rogatec
line to Krapina, and that the plans for
the extension of the Kodevje line to
Su$ak (Fiume) should be finished. The
establishment of railway administration
in Ljubljana, with direct control over
the railway systems of Slovenia and the
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Prekmurje, will make a considerable
difference to the business world of
Slovenia.

But of cardinal importance to Slo-
venia are the questions of the future
customs tariffs and of the treaties with
the foreign states on her borders, with
whom her business men are in constant
touch and who are steady customers for
her products. These matters will in all
probability be regulated in due course
within the next few months.

@ .
Great Britain

1'HE DOLLAR-POUND RELATIONSHIP

In May the Advisory Council of the
Federal Reserve Board expressed cer-
tain opinions and recommendations con-
cerning the effort which should be made
to promote the dollar as the only world
standard of value. The statement of
the Advisory Council attracted a great

deal of attention and caused great dis-
cussion, especially in London, in bank-
ing circles.

In its statement, the Advisory Coun-
cil urged the opening of adequate
channels for the rediscounting in the
American market of notes to be issued
by the Schacht Bank of Germany,
termed the new Rediscount Bank of that
country. This, it was explained, would
be necessary in order to offset the
possibility of German trade being
closed to America in favor of British
commerce. The problem developed into
this prospect: German business en-
couraged by elastic accommodation by
English banks would naturally turn to
Britain for service, and unless similar
opportunities were provided in America
this would in time eliminate America
from German commerce. Failure to
provide banking accommodations in the
United States, it was suggested, would
leave the “door open to place it (the
new German Rediscount Bank) on a
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sterling basis,” and the council recom-
mended that when the German gold
bank should be reorganized in accord-
ance with the Dawes plan, the American
Reserve Bank should “take the steps
necessary in order to facilitate the re-
discounting in this country of properly
protected German gold bills.”

In discussing the interest awakened
among European bankers by this state-
ment the New York Times, in a special
financial article, said:

The suggestion that an international
conflict has developed between the pound
sterling and the dollar elicited more serious
study. There has been no doubt about an
international competition in the minds of
any person cognizant with world commerce.
Such conflicts are natural and are always
going on. But the point of the present case
has been lost, New York bankers believe,
because of a misinterpretation of the mean-
ing behind the Advisory Board’s remarks.
The inference there was not that the dollar
was in conflict with the pound sterling, it
was suggested, but rather that the gold
standard was in conflict with the pound
sterling. The American dollar is worth its
face value in gold; the pound sterling has
not yet been restored to that estate, although
many bankers believe it is only a matter of
months before England will do so. Sweden,
it is recalled, took such action only recently,
being the first of the European countries to
replace their currencies on a solid gold basis.

In commenting on the London reac-
tion to the Advisory Council’s pro-
nouncement the London correspondent
of the same paper gave the British
point of view in these words:

Although the suggestion of “dollar dicta-
torship” at this juncture rather implies that
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the pupil seeks to supplant the master, the
criticism here is of an entirely frxendly na-
ture and bankers are interested chiefly in the
psychological side of the matter. Whatever
may be the motives, we are evidently on the
eve of a pronounced quickening of interest
in America in European affairs. The asso-
ciation of America in drawing up plans for
settling the reparations was an unmistakable
sign that American indifference to European
distress was to be abandoned in favor of a
policy of constructive action

Whether the view of the Federal Reserve
Board’s Advisory Council truly reflects
American opinion or not, it is felt in this
niarket that we are at last beginning to
move with real purpose toward a settle-
raent of Europe’s most pressing problems.
withh America taking a hand. The principle
of help having been virtually decided up »n,
it is now a question of discussing methods,
and it is not believed that when it comes to
actual action America will ride in with the
idea that London, as the world’s financial
center, can be displaced by New York.

The American viewpoint as attested
by a number of New York bankers is
quite at variance with what appears to
be the English viewpoint. The ques-
tion, as viewed in the United States, is
not a case of dollar versus sterling, but
of the gold standard against the pound
standard.

THE MCKENNA DUTIES

What is described by the London
Times as a growing demand for the re-
tention of the McKenna duties is evi-
denced by letters to the newspapers, by
resolutions passed by trade organiza-
tions and by appeals to the Chancellor
of the Exchequer. The feared effect
of the repeal of the McKenna duties on
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the motor, film and musical instruments
industries has led to much discussion.
Inquiries are said to have revealed that
in the musical instruments trades alone
8500 workers out of 10,000 normally
employed have already been deprived of
occupation as a direct result of curtail-
ment of orders, attributed to the pros-
pect of a resumption of unrestricted
importation of foreign pianos.

The motor car industry is also great-
ly agitated by the abolition of the duty
of 33 1/3 per cent. on automobiles. The
London T'imes reports:

Evidence of the contraction of the British
motor industry, in view of the proposed
abolition of the McKenna duties, multiplies
daily, and the reflex effect of preparations,
on the part of motor manufacturers, to re-
duce their output is being felt by firms
which supply the British motor trade with
accessories. One such firm has already
received notices from its biggest customers
which will entail a reduction of its output
by 85 per cent. In another instance a
gear-making company at Birmingham has
had to stop work on a new factory which

it had started to build, owing to a reduc-
tion of 26 per cent. in the demand for its
product.

Information has been received that certain
American motor car manufacturers have
notified their agents in this country of their
willingness to grant a rebate in respect of
cars purchased for future sale, as from the
present date, of the duties which are re-
moved on August 1. The progressive revela-
tion of these dumping schemes by foreign
firms is increasing the pessimism of the
home producer. A week ago Morris Motors,
Limited, decided simply that they could not
carry out the plan they had prepared to
raise their production from 1000 to 1200
cars per week. In the light of more recent
information they have now decided that they
must reduce their output immediately to
750 cars per week.

At a meeting of the employees of Vauxhall
Motors, Limited, recently, it was stated that
the company employs 2000 mechanics and
turns out about 2000 cars a year. The re-
moval of duties would mean loss of orders
and the discharge of men. The following
resolution passed with only ten dissentients:

“We, the employees of Vauxhall Motors,
Limited, view with the greatest alarm the
proposal of the Chancellor of the Ex-
chequer to remove the duty on foreign
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motor cars on August 1 next. We protest
against the abolition of this duty, which in
our opinion will seriously affect the sale of
British-built motor cars and hence create
additional unemployment. We demand that
the duty shall be retained until such time as
the depreciated foreign exchanges become
normal, and that the government shall set
up a Royal Commission to consider and
advise on the whole question.”

FAVORABLE TRADE OUTLOOK

Although there is disappointment at
sterling’s refusal to show any positive
indication of recovery from its relative-
ly low level the general outlook appears
favorable. Unemployment has reached
the lowest figure since 1920. The cot-
ton trade which has been in the
doldrums since early last fall is much
encouraged and a revival in this indus-
try seems under way. Ten banks be-
longing to the London Clearing House
indicate in their April statements an
increase in deposits of over eleven mil-
lions. These figures are an indication
that the greater trade activity which has
been noticeable in the past six months
still continues.

There is another indication of more
active trade in the expansion in the de-
mand for credit.

The conference of contractors, sup-
pliers, and labor of the building trades
considering the housing program has
recommended a fifteen-year plan to
build 2,500,000 houses under govern-
ment subsidies. The suppliers promise
no profiteering, labor pledges sufficient
skilled artisans if employment is guar-

(-1

anteed with wages and prices under con-
trol of a national board with power to
give preference to British materials.

The five new cruisers to be built will
employ 2000 men for two years, mostly
in Sheffield. Labor purchasing power is
increased through the budget reduction
of indirect taxes, which authoritative
estimates place at about 12 per cent.

The British Board of Trade has an-
nounced that it will take a census of
production during 1925 in respect of
output and activities during 1924. This
announcement is of interest not only to
manufacturers, but to economists and
statisticians. As in the 1907 census, the
inquiry will cover not only manufac-
turers but also agriculture, fishing, min-
ing, and building.

In 1907, all undertakings however
small were included, but for the contem-
plated census only those employing
more than five persons, including the
employer, will be required to furnish
information. The intermediate census
of 1912 was taken during 1913, but no
report was published because of the
outbreak of the Great War, and the
1917 census was postponed because of
the post-war abnormal condition of in-
dustries.

France
COMPLICATION OF FRANC’S RISE

While the rally of the franc was a
consummation devoutly to be wished it
is clear that the rising price of the franc
is not an unmixed blessing. The month-
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ly survey of international trade condi-
tions by Lloyd’s Bank of London re-
views the complications attendant upon
the rising franc.

It states that, although the swift re-
covery has aroused legitimate satisfac-
tion, “it is obvious that such violent
fluctuations cannot occur without serious
dislocation of industry and trade. The
attendant fluctuations of internal prices,
the confusion of export trade, and the
effects of excessive speculation on the
Bourse are consequences which cannot
be avoided.” The bank continues:

It is said that foreign bear speculation
in the franc was largely accompanied by
extensive purchases of French shares; and
the disorder into which any violent move-
ment in the exchange would naturally throw
the Bourse has been aggravated by heavy
selling of these shares held on foreign ac-
count. The optimism engendered by the
improvement of the franc has wccord.mgly
been partially cenceled by the depressing
effect upon commerce and industry of the
fall in the prices of shares.

The embarrassment of the government
takes the form of a dilemma; on the one
hand the fall of the franc and the necessity
for improving the budget, have made it
desirable to stimulate export trade in every
way; and on the other hand the stimula-

tion of export trade, due to the artificial
depression of the franc, has tended to im-
poverish the country and send up internal
prices. We remarked in our comments of
last month the alarm caused by the pur-
chase of the Bordeaux and Burgundy vin-
tages by Germans, and this artificial export
activity has extended to many other
products.

The government has been strugglmg with
prohibitions de sortie, notably in the wool
and cotton tradm—enterprxses which have
involved it in interminable discussions with
the trades involved, and which have issued
formidable lists of interdicted exports
and of exceptions. It is evident that stabil-
ization of the franc, at any level, and
approximation of exchange parity with pur-
chasing power parity, are badly needed.

RISING FRANC AND TRADE

Confirmation of these complications
is indicated also in the reports of repre-
sentatives of the Department of Com-
merce in French cities. The general
decline in prices in France following
the 85 per cent. appreciation in the
exchange value of the franc since March
10 has disorganized both export and do-
mestic business.

The cotton textile industry has been
demoralized by the rise in the franc,
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Business is very dull and stocks of man-
ufactured goods are practically non-
existent. Export orders for manu-
factured wool practically stopped in the
latter half of March. Domestic buyers
also are abstaining on account of the
falling market, and business is relatively
unimportant, notwithstanding real needs
and small stocks. ‘

The mineral superphosphates market
is calm, the nitrate market good, and the
ammonium sulphate market dull. Live-
ly export orders for heavy chemicals
were received in the first half of March,
but demand has now slackened. Second-
ary chemicals are satisfactory.

Leather sales are generally irregular,
and buying for export has practically
ceased. Retail shoe sales, however, are
exceptionally good, with factories very
active on orders. Prices tend upward.

FRENCH OWNERSHIP OF FOREIGN
SECURITIES

The French people on January 1,
this year, had productive foreign in-
vestments aggregating $5,000,000,000,
according to a study just completed by
the research department of the Bankers
Trust Company. These investments
were yielding a return of around $250,-
000,000. Just prior to the war the
foreign investments of the French peo-
ple are estimated to have been $8,250,-
000,000, and possibly from $200,000,-
000 to $300,000,000 more. Of those
loans around 52 per cent. were to
nations subsequently allies, about 28
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per cent. to those which remained
neutral, and about 20 per cent. to na-
tions which became enemies. They
were yielding an annual return of
around $480,000,000.

About 30 per cent. of this investment
of French capital, practically all of it
drawn in small sums from the savings
of the people, was loaned to the Russian
Government or invested in Russian
municipal or industrial securities. About
$500,000,000 was invested in Austria-
Hungary, $600,000,000 in the Balkans
and Greece, $800,000,000 in Spain and
Portugal, and about $1,000,000,000 in
securities of other European countries,
about $600,000,000 each in Turkey and
in Egypt, about $800,000,000 in Moroc-
co and, say, $1,200,000,000 in America.

Of the pre-war investments, the
Trench people are estimated to have
sold from $800,000,000 to $1,000,000,-
000 worth in order to secure munitions
required for the conduct of the war.
Making allowance for such sales and
for investments now unproductive and
perhaps lost forever because of the
Bolshevising of Russia and the read-
justing of the states of southeastern
Europe, the pre-war investments lost
or now unproductive aggregate over
$3,000,000,000 leaving as productive
investments the $5,000,000,000 re-
ferred to above.

As against their foreign investments,
the French government and people owe
abroad, excluding debts of the govern-
ment to allied nations, about $623,000,-
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000, or about 1214 per cent. of their
productive foreign investments. Of
these foreign market debts about one-
half are owed in the United States,
about one-sixth in London, and smaller
sums to other nations.

French financial circles, as well as
all political groups, have been greatly
agitated by the reported attack made
by M. Herriot upon the terms at which
the so-called Morgan loan to bolster the
franc in March was obtained. In an
article on this phase of French finance
and politics the New York Times re-
cently wrote:

The unexpected overturn of the Poincare
regime in France and subsequent controversy
in French political circles over the $100,~
000,000 credit employed by the Bank of
France in checking the downward course of
the franc have raised an interesting question
in New York banking circles.

News dispatches and private banking ad-
vices received here from Paris have indicated
that the $100,000,000 credit has suddenly
developed into one of the important political
issues in France. Doubts have been raised
as to the effectiveness of the Bank of
France’s attack on speculators for the de-
cline, some of the Paris newspapers having
suggested that the price of franc stabiliza-
tion was too high. In the meantime the
franc has figured in a series of erratic price
movements and instead of becoming “stabil-
ized” has appeared to be anything but a
stable currency.

The viewpoint of American bankers ap-
parently veers to the belief that a tempest
is being made in a teapot. According to
bankers, the employment of the $100,000,000
credit has served to save the franc from a
debacle and at no added expense to the
Bank of France. The original credit has

been restored to its strength as of March
10, last, and in some quarters it has been
suggested that the Bank of France not only
maneuvered the shorts out of position but
achieved this aim at an actual profit.

Despite all the commotion in Paris, New
York bankers are of the opinion that France
will continue, through its government bank,
to keep a strict watch over its currency.
The franc is now in a position that makes
it virtually immune from speculative attack,
the weight of a $100,000,000 club over their
heads having instilled caution in speculators.
For that reason, New York bankers have
expressed satisfaction with the course of
the franc in recent dealings and, more than
that, entire satisfaction with what they be-
lieve will be the policies of the new French
Administration. According to the opinion
of one banker, believed to accord with the
beliefs of a majority of the international
group, French financial policy in the past
has been guided by a keen sense of economic
necessities, and they believe it will continue
so to be guided.

Germany

GERMAN INTEREST IN DOLLAR-POUND
QUESTION

Just as London banking circles were
greatly interested in the opinion of the
Advisory Council of the Federal Re-
serve Board relative to the dollar-pound
issue in relation to the Dawes gold bank
for Germany, so German bankers are
interested.

Many inquiries have come to Berlin
as to what is the probable outlook for
the new gold discount bank’s choice as
between the pound sterling basis and
the dollar basis. At present the bank’s
credit and all its transactions and book-
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ings are exclusively conducted in terms
of sterling. It may be said authorita-
tively, however, (according to a New
York Times despatch) that the defini-
tive bank of issue contemplated in the
Dawes plan will certainly not take
sterling as a basis.

On the contrary, its currency issues
will be in stable gold marks, anchored
by the dollar. This would recognize
the fact that the dollar is the only other
stable gold currency.

All banking interests agree that the
new German currency, even if not im-
mediately convertible into gold must be
absolutely stable as compared with gold.
Therefore the strong consensus of opin-
ion rejects sterling as a par basis for
the gold bank’s operations unless ster-
ling itself shall meantime have been
stabilized.

The Vossische Zeitung comments that
the American Reserve Board’s decision
on this point “will be universally wel-
oomed in Germany,” and it adds that
the adoption of a sterling basis for
Schacht’s gold discount bank “brings
certain disadvantages for Germany.”
Meantime the discount bank itself is
pursuing a cautious policy, refusing to
grant credits except for absolutely nec-
essary imports of raw materials. Still,
its operations have already materially
relieved the strain on the exchange mar-
ket, and the Reichsbank’s rations of ex-
change were increased recently.
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TROUBLED TRADE AND BANKING

The troubles of German metal con-
cerns over their commitments in francs
have not cleared up. Recent inquiry
revealed the fact that these companies
engaged to deliver 50,000,000 francs at
the end of May, on which the loss was
estimated at £8300,000. Numerous ad-
ditional bankruptcies have been report-
ed. The so-called “Giro” union of
banks, founded during the war to
finance war relief work, reports its
whole working capital to have been lost
in 1923 through currency depreciation.

The big Mansfield Corporation, em-
ploying 80,000 men, is in difficulty
owing to the inability of its shale cop-
per to compete with the American prod-
uct. To prevent stoppage of work by
this concern, the government has been
obliged to advance the -corporation
1,500,000 gold marks.

Nevertheless, industry is still improv-
ing. The number of unemployed at
Berlin has fallen to 90,857. A “home
boom” still prevails in textiles and in
the shoe trade; but export business
languishes and import of high-class tex-
tiles is increasing. The general com-
plaint against the textile producers is
their enormously high prices.

The bankers association published a
resolution accepting the Dawes report
on certain conditions. One condition
was the amendment of the provisions in
the report under which the German rail-
roads might conceivably fall altogether
under foreign control. Another is that
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count rate of the proposed gold bank.

CREDIT STRINGENCY

Although the acute crisis in exchange
of late May and early June was over
by mid-June, the credit stringency con-
“tinued to be severe and many industrial
concerns were reducing output solely
because of lack of working capital. One
industry complains that it has had to
pay 86 per cent. interest. Day-to-day
money, on the other hand; is relatively
plentiful at 1 per mille per day.

President Schacht of the Reichsbank
recently repeated with emphasis his
statement that neither the Reichsbank
nor the Rentenbank would do anything
to" relieve the strain on credit, saying
that “industry must look out for itself.”
Any new credit, Schacht declared, could
be created only by means of the note-
printing press, and this was not to be
thought of. He added: “All attempts
to relieve the credit stringency will fail
unless we attain tranquillity at home.”

Nevertheless, the Reichsbank has
given 20,000,000 gold marks’ credit to
help the farmers over their losses
caused by frost, and the Rentenbank
has advanced 30,000,000 rentenmarks
to promote agricultural production.

The credit stringency is holding back
the cotton trade also, as special cor-

respondence to the New York Evening
Post reports that:

German consumption of cotton would un-
doubtedly be much greater than it is today
if there were sufficient funds available to
finance cotton imports. For the year just
ended German consumption of cotton has
been estimated at 850,000 bales, compared
«ith 1,875,000 in the last years before the
war. Only about 800,000 bales of the de-
crease resulted from the loss of Alsace-
Lorraine.

There are now about 9,500,000 spindles in
Germany against 11,200,000 before the war.
The operation of the spindles, which was at
a low point last summer and fall, now shows
an upward trend. Of 7,000,000 spindles re-
porting in December 5,600,000 were busy,
but they were working on the average only
thirty-seven hours. These figures compare
with 5,000,000 spindles busy in October, with
an average occupation of thirty-three hours.

NEGATIVE EFFECT OF GOLD CREDIT BANK

Up to the middle of June the opening
of Dr. Schacht’s gold credit bank had
had no effect on the domestic credit sit-
uation, according to a special review on
the credit crisis by a correspondent of
the New York Evening Post.

At present the gold credit bank is
confining its operations to the discount-
ing of bills drawn by concerns worthy
of credit in gold or sterling. Its activi-
ties so far have been rather restricted.
Its stockholders have paid in £6,250,
000 in sterling, which at the beginning

1
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of April was deposited with English
bankers. From that date to the middle
of May the bank had discounted bills of
German exporters and manufacturers
to the extent of only £2,280,000. In
other words, German holders of foreign
currency have sabscribed £10,000,000
{r the bank’s capital, paid in £6,2560,
G( 0, and have received accommodations
to the extent of £2,280,000. They have
thus taken out of the bank about a
third of the amount which they put in.

This situation has produced a twofold
result. Domestic prices have risen to
such an extent as to check exports. The
German manufacturer finds his home
market more profitable than the foreign
field. Conversely, the high prices with-
in Germany tend to encourage imports
of cheaper foreign goods. The natural
result is a dwindling of the large volume
of foreign assets accumulated by Ger-
man concerns during the years of in-
flation. These foreign assets—bank
notes and checks drawn on foreign
banks—served largely as a medium of
exchange in Germany during the last
year of inflation, especially in transac-
tions of much importance.

Italy

GERMAN INDUSTRIAL “INVASION” OF
ITALY

There has been much newspaper
notice during the past year of the great
number of German tourists in Italy.
The Rome correspondent of the London
Times in an article touching on German
tourists in Italy goes on to discuss a
more significant situation, namely, the
industrial “invasion” of Italy by Ger-
many. The article reads, in part:

In the less apparent, but more important,
field of commerce and industry the German
methods and successes have been very sim-
ilar. This form of penetration begin over
a generation ago. The Germans came to

* Italy, studied the objects produced by the

domestic industries, copied them, and pro-
duced them in mass at about half the native
price. An excellent example is the Italian
lock industry, once conducted by workmen

laboring individually and at home, but later
completely captured by German imported
locks made on precisely the same model and
sold at half the price. The Italians were
not slow to sense the danger and to desire
to copy German methods. The result was an
enormous demand for managers, foremen,
artisans, German or German-trained, the
supply of which gave Germans a unique
position in the new industrial civilization
swiftly created in North Italy.

It might have been thought that the war
would end this supremacy; and so it did
for a time. But the Germans who left Italy
in 1914 were back within a few weeks and
when Italy herself entered the war many
contrived to stay upon some pretext or
other. Moreover, the efforts of the Italian
manufacturers unaided were not uniformly
successful. The big Ansaldo company, with
its scandals and its ruin, which involved one
of the great Italian banks, is fresh in every-
one’s mind. It should also be remembered
that, for Italy, the war was a war with
Austria rather than with Germany, and
therefore, in the commercial as in the social
field, there is between Germany and Italy
nothing of the mutual animosity that exists
between Germany and France.

POST-WAR DEVELOPMENT

The war created in Italy an industrial
expansion which has not withered, be-
cause it has been supported by a pre-
viously undiscovered home market, and
because it is beginning to produce more
and more for export as well. Industrial
conditions in Germany and Italy are
very similar; that is to say, the workman
gives a high rate of production for a
comparatively low wage.

The Germans have quickly perceived
the chances offered by this industrial
prosperity in a country destitute alike
of coal and iron. Their collaboration
with the Italian manufacturers not only
gives them a fine market for their own
raw materials, but also enables them to
avoid the prejudice against German
goods by exporting more or less clan-
destinely through Italy.

They have re-established a strong
and efficient Chamber of Commerce in
Milan. In their desire to place their
capital outside Germany at all costs
they have established companies and
bought factories even of doubtful sol-
vency. There are large permanent
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German colonies again today in most
northern cities, down to and including
Pisa, and, in brief, their position is
even stronger than it was before the
war. .

EXAMPLES OF INDUSTRIAL PENETRATION

A firm of steel manufacturers, the
heads of which have suffered in the
Ruhr, have been able to open an office
in Turin, with an Italian manager whom
they took to Germany for some months
to learn their business thoroughly, and
to whom they pay a salary, with allow-
ances of 9000 lire a month. They have
supplied him with a large stock on con-
signment account, and give him a small
commission on turnover.

A Stuttgart firm, also interested in the
steel industry, opened up a trade with
Italian steel users in magnesium alloy.
Finding that the duty on the finished
article was very heavy (150 gold lire
per 100 kilos), this firm bought and
equipped a factory at Musoccoto, to
which the alloy is sent as raw material

to be worked up, and is dutiable to the
amount of only 20 gold lire per 100,

_kilos.

In general, German firms now supply
the greater amount of steel used in
Italian industry. This is particularly
true of the motor-car industry, in which
the only exception one is able to dis-
cover is the British supply of crank-
shafts to the Isotta-Fraschini firm. This
fact has a considerable bearing on the
vexed question of the abolition of the
“McKenna duties,” for if the export of
Italian motor cars increases to any large
extent, it will mean really a correspond-
ing increase in the market for the
German steel of which they are con-
structed. The abolition is not opposed
by those British representatives in Italy
to whom I have spoken, but they do feel
keenly that Great Britain has given
away something for nothing, and urge
that, at least, some reduction of the
import duty on British steel might have
been demanded in return.
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ITALIAN DIPLOMACY AND TRADE

An Italian variant of the axiom that
“trade follows the flag” is furnished by
Premier Mussolini’s diplomatic achieve-
ments. The treaty with Jugoslavia,
which also carried important trade ar-
rangements, has now been followed by
an Italian compact with Czechoslovakia.
While the chief emphasis of this treaty
is on matters political and while it con-
tains no economic clauses it is known
that economic questions were discussed
by Premiers Mussolini and Benes and
it is understood that the existing com-
mercial treaties between the two coun-
tries will be expanded by later negotia-~
tions.

The Rome correspondent of the Lon-
don Times in commenting on this new
treaty wrote that the treaty is commer-
cial and comprises a detailed agreement
as to the duties on Czechoslovak goods
passing through the Adriatic ports, par-
ticularly Trieste and Fiume, on extreme-
ly favorable terms. There are also pro-
visions for regulating the use of the
Great Southern Railway. This treaty
will increase the beneficent effect al-
ready exercised upon the trade of
Trieste and Fiume by the treaty with
Jugoslavia, and persons reaching Rome
from Trieste have passed from acute
pessimism to considerable optimism as
to the future of that port.

STEE;L-PLAN'J,‘ CAPACITY NOT REACHED

Steel production in 1923 was greater
than it was before the war (988,500
4

tons in 1918), but less than the 1,331,-
641 tons recorded for 1917, the record
yvear. The facilities of the Italian
plants, however, were greatly enlarged
during the war and at the present rate
of production it is estimated that they
are working at only about two-thirds
of their capacity. The important plant
at Bagnoli on the Bay of Naples has
been entirely shut down since 1919. It
will be noted that the production of
steel was more than four times that of
the total announced for pig iron. Im-
ports of pig iron during 1923 amounted
to 132,190 tons, while those of iron
and steel scrap reached the large total
of 433,670 tons. Since the war a very
considerable percentage of scrap has
been used in the Italian steel furnaces, a
large part of which has been imported.

Austria

AUSTRIAN BUDGET AND THE LEAGUE

Financial circles in Austria are much
interested in the next meeting of the
Economic Council of the League of Na-
tions at which certain questions regard-
ing Austrian reconstruction measures
will be settled. Among these questions,
and of particular interest to Austrian
bankers, is whether or not the necessary
investments must continue permanently
among the budget figures, whether Aus-
tria will be authorized to make a long
term loan or, better still, will be allowed
to use the residue on hand from the
League of Nations’ loan when the bud-
get balance has been fully established.
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This surplus now amounts to $40,000,-
000.

Austrian financial circles are grum-
bling at having to pay more than 8 per
cent. on the unusued balance of this loan
which is invested at only 5 per cent. on
foreign markets; this at a time when
Austria is suffering from lack of capital
and paying 20, 30 and even 50 per cent.
interest. The decision at Geneva in
June is looked forward to with interest
by all Austrian financial circles. It is
considered an important factor in the
outlook for Austria’s economic develop-
ment. In many quarters it is felt that
the council’s decision will probably de-
cide the fate of Seipel’s government.

Austria, because of the remarkable
progress made toward reconstruction,
looks forward to the ending of league
control at the close of this year. The
. league council has been asked to re-
examine the figures in view of the enor-
mous increase in revenue. The league

agreed to this at the next council
meeting.

On June 6 the so-called normal
budget was adopted by all political
parties. As it is to be presented at the
meeting of the league council at Geneva
it provides for revenues of 533,000,000
gold crowns, against expenditures of
520,000,000 gold crowns.

THE AUSTRIAN ‘““NEAR PANIC”

In late April there was a sharp re-
action on the Vienna Boerse that was
described by foreign newspaper corres-
pondents as a ‘near panic.”  This
reaction has passed and the New York
Times correspondent in Vienna cabled
the following report of the financial
situation at the beginning of June:

After a transient advance in prices, the
Boerse subsided throughout the last week
of May into lethargy. This was taken to
indicate that genuine and continuous re-

covery in the market is possible only when
the May term for settlement of speculation

5
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in franc has been completed. Stock ex-
changes at Budapest and Prague have been
acting similarly.

The Vienna banking community is busily
‘at work consolidating most of the minor
Austrian banks which thrived on specula-
tion, but got into trouble on reaction, into
companies with large joint capital, or else
absorbing them into existing large banks.
The government has expressed approval of
these policies.

Concerning a statement published by an
American Trade Board regarding the
Vienna financial situation, and cabled back
to Vienna, the Neue Freie Presse writes:
“The Austrian Government must make every
effort immediately to correct these false
views expressed in an important place. The
Vienna situation is far from good, but the
consequences of the reaction have no such
disastrous character as is depicted, and do
not uproot Austrian confidence in complete
recovery.”

Scandinavia
NEW NORWEGIAN BANK CONTROL LAW

The Norwegian Storting recently
passed a bill concerning the activities of
stock banks, the most interesting pro-
visions of which are those that aim at
putting the banking business on a safe
footing.

Experiences from the recent bank
crisis have shown that banks are easily
tempted to overdo their loans, and
especially to take too great risks on one
single debtor. The new law provides
that no single customer may be granted
a loan amounting to more than one-
fourth of the capital and bonds of the
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bank, and that the loans of a bank be
restricted to ten times the capital and
bonds.

Exception, however, is made in the
case of loans to the government. The
law has further provided for a repre-
sentation of the depositors in the
management of the bank, and one-fourth
of the members of the representative
body of a bank may consist of de-
positors. Another important provision
reads that the general manager of the
bank is not allowed to have a seat in the
management of any other company, or
to be engaged personally in any form of
business activity. Bank directors may
not take part in the management of
companies that are debtors of the bank.
A respite of five years is granted to the
banks to bring their loans and other
dispositions into line with the demands
of the law.

This law will be put into effect on
January 1, 1925. It has been under
preparation since 1919. Several com-
mittee reports have been made on it
and the issue has been thoroughly dis-
cussed. It cannot, therefore, be said
to be a panic resolution which has now
been made. Till now Norway has had
no common law for this important pub-
lic function. The difficulties which,
owing to the economic and world crisis,
have been experienced by the bank
system, have naturally increased the
public’s insistence upon regulation and
control of bank activities.
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EFFECT OF RUHR ON SWEDISH MINING

The economit interdependence of in-
dustrial activities is illustrated by the
effect on Swedish mining of the Ruhr
occupation.

The Grangesberg Company, Sweden’s
biggest concern and one of the largest
mining companies in the world, has
just announced a reduction of its an-
nual dividend to one-third of that de-
clared last year, namely, from 15 per
cent. to 5 per cent. The seriousness of
this check, however, has been relieved
to a very great extent by the rapid
increase in the exports to the United
States. Nevertheless, the total exports
of iron ore from the Quossavaara-
Kirunavaara Company, one of the
larger constituents of the Grangesberg
concern, amounted to only 8,578,000
tons during the yeéar ended September,
19238, as against 4,283,000 tons during
the previous fiscal year.

The effect of this announcement upon
the Swedish mining interests has been
offset by the official report, just de-
livered to the Swedish Riksdag, that
deep borings made in the mining dis-
tricts of Northern Sweden prove the
total deposits of ore to be about twice
as large as the last previous estimate,
or about 1,500,000,000 tons for this dis-
trict. The official committee, which now

reports, has been conducting tests for
the last ten years. The drills have gone
down more than 2000 feet below the
level of the lake near Kiruna, as against
a depth of about 1000 feet in 1913.

PROPOSED SAFETY FUND FOR NORWEGIAN
BANKS

The proposal has been made to the
Central Association of the Norwegian
Savings Banks for creation of a fund
for safety for savings banks by law.
Already there exists a fund, brought
about through voluntary co-operation
between a number of savings banks
from 1921, but of the country’s 750
savings banks only 170 are members
of the fund, representing 1.7 milliard
kroner out of the total assets of all
Norwegian savings banks—namely, 2.7
milliards.

The chief aim of the new fund will
be to avoid the unhappy consequences of
a crisis for a savings bank. The fund
will contribute to adjust the develop-
ment of winding up. The capital of
the fund, it is thought, will amount to
1 per cent. of the total sum of assets,
thus 27 million kroner.

SWEDEN ADOPTS GOLD STANDARD

The adoption of the gold standard in
Sweden, and the circumstances which
7
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led to it, are thus stated in a summary
published in London, which points out
that “on and from April 1 the Swedish
krona is fully convertible into gold, and
all restrictions referring to exportation
of gold have been abolished. The only
remaining limitation in free trade with
gold is that the Riksbank has the
monopoly of importing gold. By the
latter measure Sweden reserves to itself
the right to raise the krona above the
value of gold, if gold, owing to infla-
tion, should be subject to depreciation.
Through four years of consistent finance
policy Sweden has thus attained to a
point which for most other European
countries must stand as a still distant
aim.

It was in the first months of 1920
that Sweden took the first earnest steps
for the purpose of raising the value of
the krona. By the means of credit re-
strictions, a very low rate of discounts,
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and last, but not least, a series of sound
state budgets, Sweden succeeded. In-
deed, the flight of capital from certain
continental countries aided Sweden in
raising the quotations of their currency,
but this, too, was a result of the
confidence-inspiring policy followed by
the Swedish authorities. Industry and
trade lost much money in the process
of deflation, but these losses were soon
overcome, and now they are in a far
better condition.

AMERICAN CREDITS FOR SWEDEN

In connection with Sweden’s resump-
tion of gold payment a $25,000,000
revolving credit was arranged in New
York in late May. This credit was
described by the New York Times as
follows:

The primary purpose of the loan is to
provide Sweden with American dollars for
stabilizing her currency. The fund may be
put to other purposes if the Swedish Gov-
ernment so wishes, but Sweden’s financial
affairs, it was said, require a loan for only
stabilization purposes. This precaution was
taken after Sweden’s recent returning to a
gold basis. She was the first European
country to take such action. Her currency
is now on the same basis as before the war,
every paper krona being payable in gold.

The establishment of the dollar fund for
Sweden set at rest reports that Sweden
might float a large bond issue in the Ameri-
can market. The transaction marked a ten-
dency among the larger European countries
to get their American credit machinery in
tip-top shape for world-wide commerce once
the reparations dilemma is cleared up. One
of the first problems in all these operations
has been to create in New York dollar funds
to take care of foreign exchange balances
in behalf of importers and exporters.

With Sweden again on a gold basis, re-
ports have reached the financial district that
several other of the stronger financial coun-
tries are planning similar action. Great
Britain, according to the belief most fre-
quently expressed, will be the next to go on
a gold basis.

Hungary
INTERNATIONAL LOAN TO HUNGARY

As one of the steps toward the re-
construction of Hungary, undertaken
by the Finance Committee of the
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League of Nations as in the case of
Austria, an international loan of about
$50,000,000 is planned. This has been
announced by Sir Arthur Salter,
Director of the Finance Section of the
League. It is calculated such a loan
will enable Hungary to balance her
budget in two years.

The administration of this loan will
be in the hands of Jeremiah Smith, of
Boston, as Commissioner General of the
League of Nations, and no cash will be
paid to the Hungarian Government
without his approval. Thus the Hun-
garian authorities will have to satisfy
him that they are making as much prog-
ress as can reasonably be expected
toward making both ends meet before
they receive any advantage from the
loan.

In discussing the reconstruction task
in Hungary, as compared with Austria,
Sir Arthur said:

The problem of Hungary is in many ways
similar to that of Austria. The great dif-

ficulty has been that the taxes have not met
the expenses of the government. This has
been due largely to the depreciation of the
currency. Taxes assessed fairly have shrunk
in value before they could be collected, with
the result of more inflation and further
depreciation.

In some ways it will be easier to remedy
this condition in Hungary than in Austria.
Hungary is not confronted with the same
swollen civil service. Before the war it was
a kingdom, and not the center of the em-
pire; consequently there were fewer people
in its government employ. Then, its rail-
roads are suffering to some, but not the
same, extent from socialistic rule as Aus-
tria’s, which has increased greatly their
wages bill and decreased the amount of
work performed for them. Consequently it
will be easier to cut down government ex-
penses than in Austria.

HUNGARY’S OWN EFFORTS

In addition to international help
Hungary is making her own efforts to
put her house in order. In early April
it was clear that the Internal Recon-
struction Loan had been successfully
floated.
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The negotiations for a 20-million
gold crown loan (£880,000), of which
12 millions are to be advanced by the
banks and eight millions by industry,
have been satisfactorily concluded, and
the money is now at the disposal of the
government.

This is an important success for the
government, as it is the first internal
loan to be obtained in connection with
the general reconstruction scheme.

As in the case of Austria one of the
rigid requirements exacted by the
Finance Committee of the League in re-
turn for international aid is the curtail-
ment of governmental expenditure,
especially in the cutting down of the un-
necessary number of state employees.
A few days after reaching Budapest
Commissioner General Smith (of Bos-
ton) decided on the campaign for re-
form along this line.

The New York T'imes representative
reported as follows on Mr. Smith’s first
activities:

Commissioner General Smith, after several
days of incessant work, has decided that
Hungary must begin by a thorough and
energetic reform of the whole administra-
tion and the dismissal of state employees, of
whom there are too many for a small coun-
try. The Commissioner, however, is opti-
mistic about Hungary’s future, as Hungary
is rich in natural resources, and her large
production of corn has great value in the
international market. Hungary is an export
country and must find ways and means to
export in order to pay for imports, the Com-
missioner says. As soon as normal relations
are renewed between Hungary and the out-
side world, the reform program will have
reached its aim.

Mr. Smith insists that his task is to control
the carrying out of a program which is
purely financial and to see that the loan is
used for right purposes. The Commissioner
must therefore have full control over all
budget finances, but points out that he is
not there to give commands or to interfere
in matters unnecessarily. Commissioner
Smith further pointed out that he would
indicate to the government if certain econ-
omies were deemed necessary, but he has
not the power to dictate and does not wish
to do so.

HUNGARIAN DEBT TO UNITED STATES

Not only has Hungary begun the
rehabilitation of her domestic finances,
but her international credit is also
being attended to. The American )ebt’
Commission has completed a se'tlement
for funding the Hungarian debt to the
United States and the President im-
mediately sent it to Congress for ratifi-
cation.

The agreement, which covers the
first of the relief loans made by the
United States, provides for repayment
of the $1,089,753, principal and in-
terest over a sixty-two-year period. A
cash payment of $753 is arranged, and
the remainder will be retired in annual
instalments, with interest at 8 per cent.
over the first ten years, and 3%, per
cent. thereafter.

Introduced into this funding settle-
ment, the third to be consummated by
the commission, is a provision designed
to clear the way for flotation by Hun-
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gary of a national loan for reconstruc-
tion purposes. The agreement accords
the Secretary of the Treasury the au-
thority to release Hungarian national
assets from the priority of a first lien
by the United States, provided other
nations holding Hungarian obligations
agree to co-operate likewise.

Jugoslavia

THE BANKS OF JUGOSLAVIA

The London Statist in a recent issue
carries an authoritative article on Jugo-

slavia’s economic situation by M.
Nedelkovitch, Doyen of the Law
Faculty of Belgrade University. (Mr.

Nedelkovitch was a member of the
Jugoslav Commission which recently
visited the United States to discuss

funding of that country’s debt to

America. He was guest of honor, to-
‘gether with Dr. Pupin, at a dinner
given by Blair & Co., Inc., who floated

two years ago a $15,000,000 loan in this
country for Jugoslavia.)

The article in the Statist is so com-
prehensive in scope as to constitute a .
kind of national inventory. There is
taken from Mr. Nedelkovitch’s article
for use here only that part dealing with
the banks of Jugoslavia:

We have a great many small banks—this
type predominates—and a few large banks
of general importance. Concentration is
gradually taking place, in connection with
the great economic problems of the country
and the increase of administration expenses.
Our country is not rich in available capital,
and that is why the financial powér of our
banks is very moderate. This explains why
several Jugoslav banks have been founded
exclusively with foreign capital (French,
British, Czechoslovakian, Swiss, American,
Austrian, Hungarian, ete.).

At the beginning of 1923 the share capital
of all the important Jugoslav banks (num-
bering 220) totalled 1080 million dinars;
their reserve capital was 858 million dinars;
altogether 1488 million dinars. Deposits
(savings) 1576 million dinars. These two
items, therefore, represented in 1928 a finan-

!1
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cial power of 3014 million dinars; insufficient
national means for the financing of all the
great economic progress. It is easy to un-
derstand the cry for foreign capital, which

" we must obtain at any price. Banks have

paid dividends for the year 1922 of from
5 to 80 per cent. The rate of interest is now
between 16 and 30 per cent. and even above
this figure in private trade. There are in
our country three professional syndicates of
banks: (1) Association of Banks in Bel-
grade, (2) Union of Institutions of Credit
and Insurance in Zagreb, and (8) Society
of Slovenian Banks in Ljubljana.
Mortgage credit is chiefly represented by
the State Mortgage Bank (formerly Uprava
Fondova, which means direction of public
funds). It is a powerful institution, whose
liabilities are guaranteed by the state. Be-

-fore the war, this institution had enjoyed

considerable credit abroad and had succeed-
ed in floating several issues of its mortgage
bonds in France, Germany and elsewhere.
After the war, it had at its disposal large
amounts of private deposits, but these were
soon exhausted. 1t is now endeavoring to
conclude a loan abroad. Up to now it has
only been able to obtain two small advances
in Switzerland. Besides this institution,
there. is in Croatia (Zagreb) another
provincial mortgage bank called Banque
A2

Hypothécaire des Provinces Croatie-Slav-
onie, with a capital of 105 million dinars.
The Banque de la Province de Bosnie-
Herzegovine, at Sarajevo (80 million dinars
share capital) has also largely dealt in mort-
gages. All these banks are in the same
position as the State Mortgage Bank.

The bourses. We have three bourses: at
Belgrade (founded in 1895), at Zagreb
(founded in 1919) and at Novi Sad (founded
in 1920). The latter quotes only agricultural
products, whereas the former two quote se-
curities (currencies, checks, bonds) and have
a section for merchandise (prunes, nuts,
fat, bacon, honey, wax, tallow, wine, brandy,
flour, bran, fish, coal and charcoal, beans,
hemp, etc.). The bourses were founded by
the government and their activity is under
the control of the state. All three bourses
are rapidly and steadily developing.

The National Bank of the Kingdom of
Serbs, Croats and Slovenes is a sequel to
the Priviliged National Bank of the King-
dom of Serbia (founded in 1883). Accord-
ing to a contract, concluded between the
bank and the state, this bank has become
the national bank of the new kingdom. This
contract came into legal force on February
1, 1920, and was subsequently modified and
supplemented by the law of June 27, 1921.
The share capital has been fixed at 50
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million gold dinars, but this has not yet been
completely paid up. Bank notes can be
issued up to threefold the amount of gold and
silver reserve. This bank has the exclusive
right to issue notes. Besides the board of
directors, elected by the shareholders, the
government nominates a Governor of the
bank for a period of four years and a special
commissioner entrusted with the control
over the management. The sphere of activ-
ity of this bank is the same as that of other
banks issuing bank notes in all the world.
The bank is gradually underbaking the
functions of the state’s cashier, as the Bank
of England.

CO-OPERATIVE CREDIT SYSTEMS

Special correspondence to the Chris-
tian Science Monitor, from Belgrade,
reports a strong growth of co-operative
systems in Jugoslavia, required largely
by the agricultural character of the
country. The report follows:

The steadier conditions which have ob-
tained here since the war, have resulted in
an enormous extension of the co-operative
movement in Jugoslavia. The essentially
agricultural character of the country has
demanded that most of the co-operative
unions be formed for the benefit of the
farming or fruit cultivating classes; a con-
servative estimate shows that rather more
than one-quarter of the population are mem-
bers of this description of union. All the
unions in existence before the war have been
embodied in the Federation of Co-operative
Unions, Belgrade. The federation now con-
trols over 4000 separate associations.

Since the war. the mutual credit movement
has developed enormously, the farmers and
cultivators being anxious to free themselves
from the tyrannical usury of which formerly
they were the victims.

Persia

The following information regarding
the present financial and economic situa-
tion in Persia has been received by R.
A. Philpot, New York banker, who
was recently recommended to the
Persian Government to organize and
become head of a contemplated new
government bank in that country. This
information was transmitted to Mr.
Philpot from the Persian Minister at
Washington, to whom it was sent by Dr.
A. C. Millspaugh, Administrator Gen-
eral of Persian Finances, at Teheran:
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The deficit in indirect tax revenues has
been made up, and there is now a substantial
surplus as compared with the receipts of
last year.

The order and stability which exist at
present in Persia, the extension of the gov-
ernment’s power into the remote parts of the
country, the transfer of the southern post
offices from the Indian Government to the
Persian Government, the transfer of tele-
graph lines from the telegraph department
of the Indian Government to the Persian
Government, the steady.improvement in the
revenues, the economy and control effected
in expenditures, and the excellent security
which the Persian Government is prepared
to offer, namely the oil royalties and the
southern customs revenues, should prove at-
tractive features in any negotiations for a
loan in America.

In the report of the last company meet-
ing of the Imperial Bank of Persia (a
British corporation), the chairman, Sir
Hugh Barnes, made the interesting state-
ment that “The Persian Government has
always scrupulously kept her engagements
to us.”

The attitude of the Prime Minister
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toward the American financial mission is
eminently satisfactory, and there is every
prospect that the relations of Dr. Millspaugh
with the Madjless will be equally satisfac-
tory. The government is working energet-
ically and has carried out some real reforms.
The Prime Minister is acutely aware of the
necessity of inaugurating a system of free
education, and the Ministry of Public
Instruction has already taken steps in that
direction.

The work of relief in the Urumiah region
has been resumed, and Mr. Dunaway is now
in Urumiah making loans to the proprietors
in ample time for the spring planting.

‘With respect to commercial developments,
it is interesting to note that a German
shipping line has established connections
with the southern ports, that Belgian and
French silk companies are negotiating
through M. Camille Molitor for a concession
for the importation of silkworm eggs, and
that a Swedish company has made an offer
for a monopoly of the importation of sugar.

A railroad commission has been formed,
consisting of the Ministers of Foreign Af-
fairs, Public Works, Finance, Mr. Mitchell,
an army officer, and Dr. A. C. Millspaugh,
and a decision has already been taken re-
garding the transportation route which will
be selected by the Persian government as
the subject of negotiations. The general
plan is to construct a motor highway suit-
able for the roadbed of a railroad from
Mohanmerah through Khorammabad, Buru-
jird, Teheran, to Bandar Jaz, and to con-
struct a railroad on the roadbed wherever
and to the extent that such construction
may seem feasible, to exploit the iron mines
near Bandar Jaz in order, if possible, to
manufacture the rails in Persia.

The British Government has made repeat-
ed representations regarding the settlement
of certain floating debt claims, but, until a
few weeks ago, no definite steps had been
taken toward their settlement. Due to the
circumstances which formed the bases of the
floating debt claims, their connections with
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the British operations in Persia during the
war and with the unpopular Anglo-Persian
Agreement, no Persian Government had felt
that it could expect the ratification of the
settlement by the Madjless.

Some two or three weeks ago a joint
commission was formed, at the suggestion
of Sir Percy Loraine (British Minister), for
the discussion of all outstanding financial
questions.

The deliberations of the joint commission
did not result in any written agreement but,
nevertheless, the situation has been greatly
clarified. Certain claims have been ac-
cepted by the Persian Government and,
with regard to others, principles have been
accepted which will lead, it is hoped, to an
early solution of the whole difficult matter.
At the beginning of the sittings of the com-
mission, the Persian Government announced
its willingness to assume all of its legal
obligations. It requested the representatives
of the British Government to present the
documents showing the authorities for the
loans and advances during and after the
war, and the legal evidence that the money
had been received by the Persian Govern-
ment. Sir Percy Loraine is now returning
to London, and it is confidently expected
that after he has explained to his govern-
ment the attitude of the Persian Govern-
ment, as well as the attitude of the American
Mission, that the British Government will
make a proposal which will indicate that it
has no intention to press upon Persia the
repayments of advances which were made
under abnormal conditions and used in part
for British war operations, nor to insist upon
a settlement which will so burden Persia
with debt as to prevent its recovery from the
war, or its economic development.

It may also be added that Persia has
never received any reparation for the
damage sustained by it during the war, that
it suffered from the war probably as much
as any other country, and that, after proper
investigations, the Persian Government can
unquestionably present a reasonable claim

' k
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for a substantial compensation from the
belligerent powers. In this connection Rus-
sia, in the Russo-Persian Treaty, has already
obligated itself to discuss Persia’s claims for
compensation, and the notes from Sir Percy
Cox, former British Minister to Persia, to
Vossough-ed-Dowleh, former Prime Minister
of Persia, dated August 9, 1919, make men-
tion of the possibility of such claims. The
last mentioned notes can be found in Senate
Document No. 90, 66th Congress, 1st Ses-
sion, entitled “Agreement Between Great
Britain and Persia.”

&

International Banking Notes

At the ninety-fourth annual general meet-
ing of the shareholders of the Union Bank
of Scotland, Limited, Glasgow, a dividend of
18 per cent. per annum on the paid-up
capital was declared. The statement of
condition of the Union Bank for the year
ended April 2, 1924, showed net profits for
the year, after providing for rebate of in-
terest and for all bad and doubtful debts,
amounting to £828,648. To this amount has
been added the balance brought forward
from last year, £52,5649, making a total

amount of £381,198. This amount has been
distributed as follows:

To bank offices £15,000; to rest account,
£60,000; to heritable property yielding
rent, £15,000; to a dividend at the
rate of 18 per cent. per annum on the
paid-up capital, £180,000; to pensions and
allowance fund, £25,000. This leaves a bal-
ance to be carried forward to next year of
£96,198. The surplus of the Union Bank
of Scotland now stands at £1,250,000.

®

At the annual meeting of the shareholders
of the Credito Italiano, Genoa and Milan, a
dividend of 9 per cent. was declared out of
the profits for the year 1928. The statement
of condition for the year ended December 31,
1923 showed net profits, after providing for
interest, taxes, general expenses, etc., of Lire
38,858,987, to which has been added the bal-
ance of profit from 1922, Lire 3,664,104, mak-
ing a total of Lire 42,623,092. This sum has
been distributed as follows:

To the extraordinary reserve, (thus raising
it to Lire 110,000,000,) Lire 10,000,000; to a
dividend at the rate of 9 per cent. per
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annum, Lire 45 per share; carried forward
to next account, Lire 3,968,782.

Felice Bava, at 63 Wall street, is New
York representative of the Credito Italiano.

O]
The statement of condition of the Skandi-
naviska  Kreditaktiebolaget,  Stockholm,

Goteborg and Malmé, Sweden, as of Decem-
ber 31,1928 showed net profits for the year
amounting to Kr. 9,784,668, to which a bal-
ance of Kr. 2,922,876 carried forward from
the last year has been added, making a total
sum of Kr.12,657,689. This amount has been
disposed of as follows: to dividend of Kr. 15
per share on 614,000 shares, Kr. 9,210,000;
to writing off on bank building account, Kr.
84,712. Balance carried forward, Kr.
8,062,826.
®

Rowland Smith and R. Gibson, New York
agents at 67 Wall street the Standard Bank
of South Africa, Limited, have announced
the receipt of a cable from the head office in
London, reading as follows:

“Subject to audit, the directors have re-
solved to recommend to shareholders at the
next general meeting a dividend for the half
year ended March 81, 1924, at the rate of 14
per cent. per annum, subject to income tax,
making a total distribution of 14 per cent.
per annum for the year—to appropriate
£50,000 for writing down bank premises—to
add £100,000 to the officers’ pension fund,
carrying forward a balance of about
£112,000.”

0]

Andre Hess, formerly New York agent
of the Banco di Roma, has been appointed
manager of “the Banque Generale pour le
Commerce Etranger in Paris.

This newly organized corporation, with
head office in Paris, plans to open branches
at Genoa and Constantinople.

The board is composed chiefly of direc-
tors of the Russian Bank for Foreign Trade,
and of the Banque de Paris et des Pays-Bas.

(O]

The statement of condition of the Bank
of Chosen, Keijo, Chosen, for the year ended
December 81, 1923, showed net profits, after
dedusting, gxpenses,. praviding for interest

on deposits,rebate. on pills and for all, bad -
angd, ldqu,btf,ul_‘ d@bts, smonnting to Yen 1,165,
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143, to which has been added the balance
brought forward from the previous half-
year, Yen 519,826, making a total of Yen 1,-
675,000. This sum has been appropriated as
follows: to a dividend at 6 per cent. per an-
num on old shares (80,000 government owned
shares excepted) Yen 1,110,000; to dividend
at 6 per cent. per annum on new shares,
Yen 300,000; to reserve fund to provide for
losses, Yen 160,000; to reserve fund to equal-
ize dividends, Yen 40,000; to bonus and al-
lowances, Yen 65,000.

H. Yamashita, at 166 Broadway, is New
York agent of the Bank of Chosen.

@

R. E. Ellis, New York agent at 67 Wall
street of Banque Belge pour I’Etranger has
received a cable from the head office of the
bank at Brussels announcing that a branch
has been opened in Constantinople.

®

The statement of condition of the Bank of
Taiwan, Limited, Taipeh, Japan, for the year
ended December 31, 1928 showed net profits
of Yen 2,678,206; total resources of Yen 917,
809,289; subscribed capital, Yen 60,000,000;
reserve fund, Yen 12,980,000; notes in circu-
lation, Yen 89,769,355, and current accounts
and fixed deposits, Yen 252,788,601.

Masajiro Araki, at 1656 Broadway, is New
York agent of the Bank of Taiwan.

@

At the general meeting of the shareholders
of the Commercial Bank of Greece, Athens,
held February 23, 1924, a dividend of Drs. 8
per share and an extra dividend of Drs. 22

- per share were declared. The statement of

accounts for the half-year ended December
31, 1923 showed net profits, after deducting
interest, management and general expenses,
ete.,, of Drs. 8,840,818, to which has been
added a sum of Drs. 52,846 carried over from
the last half-year, making a total of Drs. 8,-
893,665. The sum has been distributed as
follows: to sundry accounts, Drs. 1,025,180;
to bank’s furniture, Drs. 249,184 ; to ordinary
reserve, plus interest, Drs. 404,417; to ordi-
nary dividend at Dr. 3 per share, Drs. 760,-
000; to extra dividend at Drs. 22 per share,
Dys. 5,710,674;; to diregiors’ -faes,; Lrg 684
519, This leaves o sumiofi Dng 83,540 caxeq

riedh forwardy o crnaty ey el nsen?
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The National Foreign Trade Convention

Many Bankers Attend Eleventh Annual Meeting in Boston

UDGING from the large attend-

ance and the enthusiasm which

marked the eleventh annual Na-
tional Foreign Trade Convention at
Boston last month the business men of
the United States are by no means in-
different to the importance of foreign
trade as a factor in our national pros-
perity. This year’s meeting, which was
held June 4-7, was of special signifi-
cance to bankers owing to the emphasis
which was placed upon the financial
aspects of overseas trade.

What was generally considered to be
the outstanding session of the entire
meeting was the group discussion on
“Banking Facilities for Foreign Trade,”
which was held in co-operation with
the American Bankers Association. It
is not often that bankers and business
men have such an opportunity for a
frank discussion of their mutual rela-
tions. The meeting was very ably con-
ducted by Lewis E. Pierson, chairman
of the Irving Bank-Columbia Trust
Company of New York, whose tact and
parliamentary skill kept the discussion
always on the point at issue, and the
speakers from exceeding their allotted
time.

The session took the form of questions
and answers, followed by a general dis-
cussion from the floor. The questions
which had been previously drawn up
were asked by the chairman and
answered by bankers. Among those
answering questions were Charles E.
Spencer, Jr., vice-president of the First
National Bank of Boston, and Charles
E. Clifford, vice-president of the First
National Bank of Chicago. The ques-
tions asked were those that most fre-
quently occur to exporters and im-
porters in their relations with the banks.
For example:

joArei thesAmericant banksiiprovidings
adiétyaate Fxellitibd fors thecextension of s
foreidm teaddpiooqe o Yo noiinmt 1scor

LEWIS E. PIERSON

Chairman Irving Bank-Columbia Trust Company,
New York, who conducted the group discussion
on “Banking Facilities for Foreign Trade”’

Why cannot exporters obtain 100 per
cent. on the drafts that they discount?

Why do American banks require de-
posit accounts from exporters whose
bills they discount?

Do American banks supply adequate
foreign credit information?

Why do American banks generally
refuse to turn over their credit files to a
central credit bureau?

Why do American banks refuse to be
responsible for the acts of their agents?

Why don’t American banks undertake
to extend long term credit to cxporters?

Why do some banks discourage for-
eign trade? .

It was undoubtedlyoiiiiswhalesome.
thing. <thdteithésevdestionisi shotddo hdve
beeivTeisedin bpehmedting, téeadsethai
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JAMES A. FARRELL

President United States Steel Corporation and
chairman National Foreign Trade Council

banks were enabled thereby to state
their side of the case and in most cases
to clear the atmosphere.

For example, it was shown that the
larger American banks have for years
been rendering very efficient and excel-
lent service to foreign traders. The
fact that our foreign banking machinery
has not perhaps attained the perfection

of that of some of the European coun-

tries is because we are comparatively
new at the game. It takes time and
much experience to create a trained
foreign banker. As time goes on and
our foreign trade increases in import-
ance the genius of America will produce
great foreign bankers just as it has
created great manufacturing and great
industrial executives. As America’s
markets are extended so will be its
banking facilities.

The laborer is worthy of his hire, and
if the banks are to extend their foreign

trade facilities they must be entitled to
an adequate profit. By requiring de-
posit accounts from exporters whose
bills they discount the banks are en-
abled to compensate themselves for the
lack of profit in the discounting opera-
tion alome. This objection was coun-
tered by the exporters, who pointed out
that agencies in the United States of
foreign banks are willing to discount
bills and are not allowed to receive
deposits.

It was pointed out that for legal
reasons most banks object to giving out
unfavorable credit information in writ-
ing, but in most cases they are able to
give out this information indirectly.
Many American banks have built up
over a term of years very complete and
valuable credit files. It is natural that
they should be reluctant to surrender
this information to a central bureau for
two reasons. In the first place, these
files are the most valuable asset of the
foreign department. In the second
place, they contain confidential informa-
tion to release which would be a breach
of faith.

American banks operate on a very
narrow margin of profit. It is obvious
therefore that they must not be expected
to assume great risks. Security is a
natural corollary of small profits, just
as risks are a corollary of large profits.
If American banks are to ossume re-
sponsibility for the acts of their agents
they must make a comparatively in-
creased charge for their services.

Long term credits are not extended
by banks because they are not permitted
to do so by law. Our whoie banking
structure is based on the economic and
legal theory that the function of the
commercial bank is to extend short term
credits and to finance the manufacture,
transportation and sale of commodities.
Banks are not expected or permitted to
engage in long term operations or to
tie up their funds in such enterprises.
It is believed that the granting of long
term credits for foreign trade is mot
the duty of commercial banks but is the
proper function of a special type of or-
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ganization permitted and prepared to
assume the necessary risks which are
involved.

FOREIGN BANK EXECUTIVES MEET

Later in the day the foreign depart-
ment "bank executives held a special
meeting at which mutual problems in-
volving the technique of foreign banking
operations were discussed. Among the
bankers present were:

Allen, Fred W., manager foreigrn exchange
department, Northern Trust Company,
Chicago, Il

Assmus, A. L., vice-president, The Cleve-
land Trust Company, Cleveland, Ohio.

Bartelme, J. H., assistant cashier, The Fore-
man National Bank, Chicago, Ill.

Beal, G. F., treasurer J. Henry Schroder
Banking Corporation, New York.

Beal, Thomas P., president Second National
Bank of Boston, Boston, Mass.

Benkiser, W. F., vice-president First Na-
tional Bank of Boston, Boston, Mass.
Bessell, J. C., foreign department, Con-
tinental and Commercial National Bank,

Chicago, Ill.
Bigelow, Ogden, assistant manager foreign

department, Chemical National Bank,
New York.
Bolinger, John, vice-president National

‘Shawmut Bank of Boston, Boston, Mass.

Bucklin, Walter S., president National
Shawmut Bank, Boston, Mass.

Bullard, W. Irving, vice-president Mer-
chants National Bank, Boston, Mass.

Bullen, Chester C., deputy governor, Fed-
eral Reserve Bank of Boston, Boston,
Mass.

Chandler, Charles Lyon, manager foreign
commercial department, Corn Exchange
National Bank, Philadelphia, Pa.

Clifford, C. P., vice-president First National
Bank of Chicago, Chicago, Il )

Cofer, L. R., vice-president Wells Fargo
Bank & Union Trust Company, San Fran-
cisco, Cal.

Coolidge, T. Jefferson, vice-president Old
Colony Trust Company, Boston, Mass.
Dawson, Ralph, vice-president Guaranty

Trust Company of New York, New York.

Deak, A. L., manager foreign department,
Ladd and Tilton Bank, Portland, Oregon.

Deans, Herbert G. P., vice-president Illinois
Merchants Trust Company, Chicago, Ill.

Doonan, George W., foreign trade adviser,
Central Trust Company of Illinois, Chi-
cago, Ill. .

Enderman, T., representative Rotterdamsche
ganll:verceniging, 14 Wall street, New

ork.

5
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O. K. DAVIS
Secretary National Foreign Trade Council

Fletcher, A. B., assistant cashier, manager
foreign department The Second National
Bank of Boston, Boston, Mass.

Gabel, W. F., manager foreign department,
g;]f-th-Third National Bank, Cincinnati,

io.

Gaudineer, E. Frank, credit manager for-
eign department Irving Bank-Columbia
Trust Company, Néw York City.

Goodhue, F. Abbot, president International
Acceptance Bank, Inc., New York City.

Greenwood, B. W., assistant treasurer Wor-
cester Bank & Trust Company, Worcester,
Mass.

Haas, W. C., manager foreign department
First Wisconsin National Bank, Milwau-
kee, Wis.

James, Charles H., vice-president First Na-
tional Bank, Philadelphia, Pa. °

Jones, Frank L., assistant manager foreign
department Commonwealth-Atlantic Na-
tional Bank, Boston, Mass.

Kuhlman, Ernest H., assistant manager for-
eign department Mechanics and Metals
National Bank, New York City.

Lichtenstein, Walter, executive secretary
The First National Bank of Chicago,
Chicago, IIL

Liddell, James, manager foreign department
Commonwealth-Atlantic National Bank,
Boston, Mass.
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PHILIP B. DEANE

Export Manager York Safe & Lock Company,
New York

Meader, W. G., vice-president and manager
foreign department Industrial Trust Com-
pany, Providence, R. L.

Mercadier, Maurice, representative for
North America of Banque National
Francaise du Commerce Exterieur of
Paris, New York City.

O'Reilly, G. A., vice-president Irving Bank-
Columbia Trust Company, New York City.

Pierson, Lewis E. chairman of board,
Irving Bank-Columbia Trust Company,
New York City.

Potter, Robert S., vice-president National
Shawmut Bank, Boston, Mass.

Reuter, C. S., manager foreign department
Merchants National Bank, Los Angeles,
Cal.

Rovensky, Joseph C., assistant cashier The
Chase National Bank, New York City.
Rozum, Fred A. manager foreign depart-
ment The Foreman National Bank, Chi-

cago, Il

Schmid, John F., vice-president Bankers
Trust Company, New York City.

Smith, Frank G., vice-president First Na-
tional Bank in Detroit, Detroit, Mich.
Spear, Russell B., vice-president Common-
~ wealth-Atlantic National Bank, DBoston,

Mass.
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Spencer, C. E., vice-president First National
Bank of Boston, Boston, Mass.

Tedford, F. B., manager foreign department
Union Trust Company, Chicago, Il

Towers, Graham F., The Royal Bank of
Canada, Montreal, Canada.

Tylor, H. E., special foreign representative
The Canadian Bank of Commerce, Toron-
to, Canada.

Un, Hew Fan, agent The Bank of Canton,
Ltd., 1 Wall street, New York City.
Ward, Wilbert, vice-president National

City Bank, New York City.

Weed, C. F., vice-president First National
Bank of Boston, Boston, Mass.

White, R. T., manager foreign department
The Cleveland Trust Company, Cleveland,
Ohio.

Wing, D. G, president First National Bank
of Boston, Boston, Mass.

Zimmerman, George I., manager foreign
department First National Benk in De-
troit, Detroit, Mich.

THE SELLING PROBLEMS OF FOREIGN
TRADE

While the readers of this Magazine
are naturally most concerned with the
financial aspects of foreign trade, many
of the bankers present listened with
much interest to the discussion of the
selling problems of the exporting manu-
facturers, such as advertising in foreign
markets and creating new buyers. One
of the most interesting talks on this
phase of the subject was that of Philip
B. Deane, =xport manager of the York
Safe & Lock Co., New York. Mr. Deane
in his speech placed particular emphasis
on the importance of direct personal
contact between the American salesman
and the foreign buyer, not only to obtain
the original sale but to convert the buyer
into a regular customer and keep him
permanently satisfied. Mr. Deane said:

Personal acquaintance is most easily
created by visiting the buyer in his country,
for then there is the added advantage of
the opportunity of studying conditions on
the spot with the customer. Many buyers
abroad, if they don’t visit this country in
person, think of the salesman who visits
them as the company. Some years ago a
Chinese wholesale druggist received a ship-
ment of several hundred thousand sugar-
coated quinine tablets and on inspection he
noted many were cracked. He never sold
these tablets nor wrote the head office but
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. waited over two years for the return of the
salesman, and when they consulted on the
matter a satisfactory adjustment was made
and business relations continued satisfac-
torily. This is only another example of the
value of the personal contact.

I can tell you another excellent example
of the value of the contact with ones’ cus-
tomers. An architect from the Far East
visited this country and visited the plants of
several manufacturers producing material
in which he was especially interested. He
returned to his country and was soon en-
gaged in the construction of four branches

-of a bank. He sent in an inquiry and later

the order for some equipment for one

- branch, and- stated quite frankly that the
order was a sample order. Upon its satis-
factory fulfillment depended the order for
the three other equipments. It so happened
that the salesman of the manufacturer was
en route to that country, and in visiting
the architect about ten days later he was
able to secure the order for the equipment
for the other three buildings. If the sales-
man hadn’t come along just then the order
for the balance of the equipment would
not have been placed for many months, and
in that time many complications and
obstacles could have arisen which might
have diverted the business. There is nothing
strange about this, and I only mention it to
point out that the foreign market responds
to treatment of this sort and, after all, this
manufacturer was only utilizing the same
intensive selling methods abroad that are
common at home. Yet some manufacturers
hold. back on the expense and effort when
the indications of business are that such
expense and effort are amply justified. Not
many weeks ago the export manager of a
prominent manufacturer who has made a
good start in China was absolutely unable
to get the authorization of his principals to
make the trip to China. If that export
manager could visit China, knowing already
that his product can be sold there, who
knows how greatly he could develop this
business. He could make a direct and per-
sonal contact with the dealers. He could
learn the exact nature of the competition.
He could see how to adapt his product to
suit the market still better and increase sales
thereby. He could study with the dealers
new uses for his product so that not only
the variety of his product but the volume of
its sale could be increased.

James A. Farrell, president of the
United States Steel Corporation, and
chairman of the National Foreign Trade
Council, made one of the main addresses
of the convention, in which he pointed
out with great emphasis why America

W. IRVING BULLARD
Vice-president Merchants National Bank, Boston,
Mass., who took an active part in the conduct
of the meetings

must depend on foreign trade for its
prosperity. He said:

We seek, as always, to maintain steady
occupation for all our people. That is the
fundamental rule of prosperity. Occupa-
tion means production, and we cannot have
prosperity unless we are able to sell sub-
stantially all of our production. It is the
sale of the last 10 cr 20 per cent. in any line
of production, which makes the whole opera-
tion profitable.

This is one reason why we must have
foreign trade. Much has been said of this
phase of our situation in recent years, with
consequent better understanding of it
throughout the country. But it is only one
reason, and there are others equally as im-
portant, if not more so. This reason has to
do with the export sale of part of our pro-
duction, if we are to maintain that
production at normal levels.

But if that is to be done, there is
an import factor of supreme importance
which must be maintained. That is the
supply of raw inaterials. Many of our
manufacturing plants employ materials of
domestic origin. A recent questionnaire sent
out by the National Foreign Trade Council
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disclosed the fact lhat a good many manu-
facturers who depend on domestic raw
materials had not realized that they were in
any way dependent also on imported ma-
terials. But it is a fact that in numerous
lines the supply of domestic raw materials
is not sufficient to provide continuous oc-
cupation for the factories, and there must
be steady importation of supplemental
materials from other countries.

Moreover some of the largest lines of in-
dustry in this country are dependent
absolutely upon the supply of raw materials
from foreign sources, because this country
‘does not and cannot produce such raw ma-
terials. The first four items in the table of
imports for 1923, according to value, were
raw silk, cane sugar, coffee and crude rub-
ber. Three of these items are not pro-
ductible in the United States. The other,
cane sugar, is produced to a limited extent,
and is supplemented by a considerable pro-
duction of beet sugar. But the total
American production of sugar is only a
‘minor fraction of our consumption, and huge
‘importation is necessary to meet the needs
:and wants of our people. The four items
constituted 30 per cent. of our total imports
Jast year. Two are foods and two raw
materials of industry. There are ebout 500
.establishments for the manufacture of rub-
‘ber in this country, and more than 1325 silk
-plants. Together they employ about 250,000
workers, who earn more than $200,000,000 a
:year in wages. There are thousands of uses
-of rubber, many of which are essential to
«our way of living. 'There are hundreds of
-uses of silk, many of which we could not
.dispense with, unless we chose to endure a
istinat llowering in our living conditions.

These are only two of the raw materials
wssential to our daily life that must be
obtained from foreign countries. There is
a long list of others. They run through
the whole range of our industry and furnish
occupation directly to thousands of our
workers. In their manufactured form they
.serve the comfort, convenience, amusement
.or mecessity of every person in this country
repeatedly every day.

At the closing session the general con-
~vention committee, which had been in
touch with the work of all the sessions,
and which was thoroughly representa-
tive of the convention, submitted its re-
port embodying a statement of the
present situation and some recommenda-
tions for the future. This report, which
follows, was adopted unanimously by
the convention:

The foreign trade of the United States for
the last decade reached the aggregate of
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$82,707,000,000. This foreign trade touched,
directly or indirectly, in the production and
distribution of the thousands of articles
which it embraced, practically every person
in the country. There is no occupation that
was not affected, in some way, by it; no
person, of whatever condition in life, whom
it did not serve.

Foreign trade is an absolute economic
necessity. Without it our industries would
wither and dwindle, and we should be
unable to comply with the fundamental con-
dition of prosperity—steady occupation for
our workers in all lines. American produc-
tive capacity, both agricultural and indus-
trial, is now so great, that in order to main-
tain remunerative occupation we must have
steady and ready access to foreign markets
for the sale of part of our products, and
at the same time we must have constant and
large supplies from foreign sources of
numerous kinds of raw materials.

1t is of prime importance, therefore, that
there should be developed among the Ameri-
can people a solidarity of will and a unity
of purpose to promote the maintenance and
expansion of our foreign trade. That should
be our settled and determined foreign trade
policy.

To secure the fullest measure of nationzl
prosperity it is essential that our producers
should be able to sell, at compensating rates,
substantially all they produce, to get the
best results. In many lines of agriculture,
mining and industry it is possible to ac-
complish this only by selling abroad some
part of our production. These exports make
possible the largest continuous occupation of
labor and capital.

Imports of raw materials are also essen-
tial to national prosperity. Some of our
largest lines of industry are dependent
wholly or substantially on materials obtain-
able only from foreign sources. Such im-
ports stimulate the effective employment of
labor and capital in this country and serve
all our people in numerous ways every day.
At the same time they increase the power
of the countries where they originate to
purchase American products.

In our domestic industry we have de-
veloped the four great factors of enterprise,
production, transportation, communication
and finance, to the point of highest efficiency.
But in our foreign trade there is still neces-
sity for effort in all these lines. It Is im-
portant to reduce cost of production at
every possible point in order to meet the
competition of low cost production of other
countries. It is equally important to stim-
ulate the development of American facilities
in transportation, communication and finance
to the point where they can meet, on a
plane of competitive equality, the similar
services rendered by foreign systems.
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The development and maintenance of a
merchant marine under the American flag,
privately owned and operated, is essential
to both our commerce and our national de-
fense. The chief agency for the accomplish-
ment of this purpose is the support of
American ships by Awmerican exporters and
importers.

The sbipping policy ot the United States
makes it impossible for private capital to
purchase steamers and compete with Gov-
ernment owned tonnage in foreign trades.
Government owned ships should be under
individual control similar to the Army and
Navy rather than under divided authority.
Until existing lines of passenger and mail
steamers, and also freight steamers operat-
ing on so-called essential trade routes, can
be sold to private operators under contracts
permitting of their successful operation and
development free of Government competi-
tion, Government operators on commission
should share in the loss or profit of the
operations on a basis which would entail
responsibility for results comparable to that
of private owners whose investment is
Jeopardized under present conditions.

Finance performs two great services in
the maintenance and promotion of foreign
trade. It facilitates individual purchases
and sales, and it paves the way for the
development of new business. It is in the
field of investment in 1oreign countries that
American finance has jts largest opportunity
for the promotion of American foreign trade.
The flotation of foreign loans here—or the
importation of sound securities—serves
either to fund or refund existing foreign
obligations, or to furnish new occupation for
American industry. Sound American for-
eign trade policy clearly calls for every
effort on the part of American finance to
promote occupation for our people. It is
of the utmost importance that our invest-
ment bankers, when negotiating foreign
loans, should always have it in mind so to
handle them as to further American trade,
and they should, where practicable, provide
for the expenditure of an appropriate por-
tion of the proceeds in this country for
prompt, rather than for ultimate exports.

The system. of Federal taxation imposed
upon this country forcibly supports the sug-
gestion that it was irtended by its framers
to defeat, instead of to encourage, our for-
eign trade. This market, which ought to be
one most sought by foreign enterprise
endeavoring to effect filnancing arrange-
ments, is seriously hampered by the system
of high income surtaxes that compels the
demanding of terms by our investment
bankers materially higher than those offered
by foreign finance. These high surtaxes
not only thus restrict the flotation here of
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foreign loans that would be so helpful to
our industry, and so promotive of occupa-
tion for our people, they also reduce to a
minimum the free capital which otherwise
would seek industrial investment and force
it into securities that are exempt from
income tax. 'The inevitable effect of this is
to maintain high production costs in this
country .and severely handicap our ability to
compete in the markets of the world with
the low cost production of other countries.
. The United States is the only trading
‘vnation in the world which maintains the in-
defensible policy of taxing its nationals resi-
dent abroad upon income derived from the
conduct of business in the country of resi-
dence. In return for the meager aggregate
of income thus obtained by our Government,
this tax lays an unjustifiable handicap upon
our foreign trade and unnecessarily increases
the difficulty of inducing competent Ameri-
cans to take up residence abroad to
represent American international commerce.

The United States offers to the industry
of all nations the greatest market in the
world. This market is open to all without
discrimination. The treatment sccorded by
the United States to the commerce of other
nations in this market certainly entitles the
commerce of the United States to freedom
from discrimination treatment in their mar-
kets. The Government of the United States
should at all times be actuated by an earnest
determination to secure such treatment for
our international commerce, and it should
and must be equipped with power and
authority to deal effectively with discrim~
ination and unfair competition.

We need an effective system of foreign
trade zones enabling efficient handling,
cleaning, grading and mixing of foreign
merchandise vor re-export, without the pres-
ent prohibitive conditions of difficulty, delay
and expense.

Thorough reorganization of the foreigm
service of the Government should be effected
to attract young men from all parts of the
nation to a permanent career. It should be-
adequately compensated; staffed commen-
surately with the volume and importance of
American interests; housed and equipped
on a scale of equality with the foreign
services of other first-rate powers. It should
be a foreign service for the United States,
not for any cne department, or subordinate
division of government.

The laws affecting immigration should be:
sufficiently liberal to provide a volume com-
mensurate with the necessities of agriculture-
and other industries in the development of
foreign markets for their exportable surplus.

The regulation of the admission of aliens
to our shores is a domestic question, but it
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A Trust Service
for Financial Institutions

IN addition to the usual banking facilities offered
to its clients, this Company as correspondent
for financial institutions places at their disposal
the assistance of its Trust Department.

Due to the large amount of trusts in care of the
Company and by virtue of the wide and varied
trust experience built upon nearly a century of
trust service, the personnel of the Trust Depart-
ment is well qualified to assist banking clients
with their trust problems.

It follows that a trust company or bank main-
taining a trust department to which we may be
of service may profitably consider this institution
as a reserve depositary for its funds.

Individual Trust Funds $355,000,000
Corporate Trust Funds $1,455,000,000

GIRARD TRUST
COMPANY

BROAD & CHESTNUT STS.
PHILADELPHIA
Effingham B. Morris CAPITAL AND SURPLUS Member Federal
%’resident $10,000,000 Reserve Sys:em
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should be handled without needless impair-
ment of our friendly relations with other
countries.

Increased foreign mail shipping and pay-
ment facilities are of the greatest import-
ance to the extension of our export
development.

We face an international situstion of un-
usual complexity and interest. There is a
new ground for hope of an effective settle-
ment in Europe. When that is attained,

95

the steady progress toward reccvery which
Europe has been making in the last five
years will naturally be accelerated. Her
competition with us in other markets will
increase correspondingly. Our ability to
meet such competition in many lines and
many fields has been amply preved.

The new situation should inspire us with
energy, persistence, and courage. It is a
time for activity, vigilance, enterprise and
hope.

]

Financial Advertising*
By Gaylord S. Morse

Assistant cashier State Bank of Chicago, president Financial Advertisers’ Association

HERE was a time when the

banker bought a safe, placed some

counters in front of it and waited
for the patronage of the public—just
as there was a time when the merchant
placed a stock of goods upon his shelves
and waited for his customers to buy.
But modern merchants do not work: that
way; and reither do modern bankers.
Each of them has learned that the way
to broader usefulness lies through pub-
licity.

When there was but one bank in a
community, that bank had little need
for advertising. The people of that
community who needed banking service
had to seek it; and there was but one
place where they could find it. But as
communities groew, the element of com-
petition enters—competition, sometimes

with the banks of other communities;.

sometimes between banks in the same
community. When that time comes, the
banker who does not impress his special
claims for patronage upon his neigh-
bors, is the banker who is apt to fall
behind.

Banking organizations, being made
up of men, have their individuality, just
a9 men have theirs. The owners of
each bank are grouped by natural selec-
tion. They are men who think alike;

who see business problems, business
ethics and business principles from a
common viewpoint. They associate
with each other because their ideas upon
these things agree; and they merge
readily into a composite business charac-
ter which has all the elements of in-
dividuality and united strength.

They seek a common purpose which is
their conception of properly conducted
banking. They are convinced that their
methods will attract the patronage of
other people %o their bank. Why, then,
should they neglect to impress the de-
tails of those methods upon the public
at large?

Each one of you has worked out de-
teiled methods for conducting your
bank. Each one of you has given a great
deal of thought to contriving these
methods and a great deal of effort to
putting them at work. Each one of
you has spent patient years in perfect-
ing those methods; each has great con-
fidence in their effectiveness. You have
developed them because you believe they
will attract public favor. Why, then,
should you not place them before the

®An address dellvered before the Wisconsin
?tate 2§ankers Assoclation at Milwaukee, Wis.,
une 24.
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GAYLORD S. MORSE

Assistant cashier State Bank of Chicago, president
Financial Advertisers’ Association

public in the same favorable light in
which they appeal to you?

Certain arguments have convinced
each of you that your methods produce
the best results. Why not submit these
convincing arguments to others, who
will patronize your bank as soon as their
confidence is won? Each of you is proud
of his bank. If others could see it as
you see it, they would be proud of it
too. Why not try to let them see your
bank through your eyes?

One very effective form of publicity
places the individuality of a bank—its
ethics, its governing principles and its
purposes—before prospective patrons.
Another form sets forth the resources of
the bank. Its capital is one of these
resources, of course; and the judicious
advertiser will show his people that this
capital is commensurate with the needs
of the community which his bank serves.
He will show them, too, that every cent
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of that capital supplements and sup-
ports the other business capital of the
community, helps to increase the stocks
and broaden the credit of its merchants,
helps to buy the raw material and
market the products of its manufac-
turers, that it helps to build the com-
munity in many ways.

Surplus is another element of these
resources, and the advertiser should not
fail to show that the bank’s stockholders
have denied themselves the use of a
generous part of the bank’s earnings
so that these earnings, instead of pass-
ing to them as dividends, might remain
in the service of the bank’s depositors,
stimulating and supporting their vari-
ous business enterprises. He can show,
too, that this surplus has been added to
the bank’s resources so that its guaranty
against loss to its depositors is made
stronger with each successive year.

The bank’s building, if it owns one,
is another resource upon which the ad-
vertiser may comment with telling ef-
fect. Taken as a class, bank buildings
lead their communities in attractiveness
and ability. It is well to remind the
public of the creditable impression they
produce upon strangers; of the comfort
and convenience which they afford to
depositors; of the example they set to
other business men to build creditably;
and if the building houses many office
men as well as the bank, it is well for
the community to realize how much the
establishment of men of their earning
capacity adds to the pay roll and the
buying power of the city.

But the greatest resource of all lies
in the management of the bank; and it
is here that the advertiser finds his
greatest opportunity. He can show its
great accumulative force—affording a
place of safety where the surplus cash
of the community, which would other-
wise be idle, is put to work and kept at
work; where every dollar that a depos-
itor would pay out is ready on the in-
stant; and where every dollar that is not
needed to pay a check is incessantly in
service.

He can remind the men and women
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of the community that there come times
to each of them when he needs more
cash than he has in hand; and that it is
very important that he have reletions
with a bank upon which he may depend
for his reasonable nceds. He can show
them a management prudent enough, on
the one hand, to ever have the money
ready which customers may require upon
their checks; yet liberal enough and
resourceful enough, on the other hand,
never to lack the funds which deserving
patrons might reasonably need to
borrow.

He can speak in detail of the man-
agement ; of the proved integrity of the
individuals who compose it; of the ex-
perience and skill of the officers; of the
character and standing of the directors
in their community; of the successes
they have made—the best possible evi-
dence of their capacity to handle capital.

These things are all commonplace to
yvou. They are not mentioned to remind
vou of them. They are suggested be-
cause the general public knows much
less of them than you suppose, and be-
cause that public cannot have a just ap-

preciation of you and your work until
it does know them; because it is your
duty to inform that public; and because
of the ample reward which awaits you
when you do inform it.

When you have made your prospec-
tive patron acquainted with your in-
dividuality, your resources and your
management, you may take him in closer
confidence and explain the details of
your work. There are many things
which are mere routine to you, but which
are novel and interesting to him. The
matter of bookkeeping is an example—
how you keep thousands of accounts,
not up to the day, but up to the minute.
He would be interested in many other
little details, for few customers know
much of the inside workings of a bank,
and when you arouse his interest and
satisfy it, you have not only gained his
good will but you have gone far toward
real friendship. These things a skillful
advertiser can do, not by actually con-
ducting the prospective patron through
the bank, but by talking to him about
it in print.

number.

ON’T neglect to read F. LeMoyne
Page’s article on page 100 of this
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Appraisals of Property Put Up as Bond
Issue Collateral

By Fergus Mead

HE slogan “so many yea~s with-
out loss to any investor” which
so many investment bankers of
today use either formally or tacitly in
their publicity is significant of at least
two things: prudence in underwriting;
and watchfulness of concerns financed.

The first of these has been the sub-
ject of almost innumerable articles, ob-
servations, and legislation. The latter,
however, is still somewhat evanescent
in the minds of many, and it is to this
phase of financing that we would call
attention in this brief article.

Let us assume that Blank & Com-
pany, investment bankers, have floated
a security issue for the Jones Manu-
facturing Company. The concern is a
well managed, reputable, going concern
with a good staple product and every
indication of continued success in its
line. Blank & Company took all the
ordinary precautions in getting at the
truth as to the condition of its clients.
Independent appraisers were called in
to establish the current value of the
company's physical assets. Reputable

accountants made a detailed audit, and -

a nationally famous firm of lawyers
passed upon the legal phases of the
financing.

The bonds were a good investment
and were quickly absorbed. Blank &
Company could turn its energies to other
fields with a glow of pardonable pride
in the success and profitableness of their
venture with the Jones Manufacturing
Company.

Five years elapse. The Jones Com-
pany progresses on an even keel. Their
annual statements are healthy looking,
and the regard of the investing public
in the bonds is daily evidenced by
trades. Apparently everything is sat-
isfactory—an assurance that another
decade or two may be added to the
slogan.

a8

And in all probability, it will. But
there are certain highly important facts
that neither the Jones Manufacturing
Company nor Blank & Company know
about. They don’t know enough about
their “property dollars,” and apparently
they don’t know what influence this
ignorance of property dollars may
have on the operating soundness of the
company. This deficiency exists be-
cause they have relied upon their books
for information as to property dollars,
just as they sought in the same source,
but with better reason, information on
their currency dollars.

Here are some of the things they did
not know:

1. Whether their annual earnings
statements were right, because they did
not know whether the proper amount
of depreciationr had been computed.
Depreciation is very obviously a charge
against the cost of doing business. If
too little depreciation is estimated,
earnings are erroneously high, and
profits distributed as dividends include
in part a distribution from capital. If,
on the other hand, excessive deprecia-
tion is figured through a policy of sup-
posed conservatism, a certain portion
of profits legitimately due the owners
of the company is being withheld from
them. In either event the accuracy of
earnings is distorted just as much as
though an accounts receivable item were
classed as good when it was known to
be otherwise.

2. They did not know whether their
book figures on their plant reflected ex-
penditures on the property which while
really capital charges might have been
charged to expenses, nor whether their
operating accounts had been inequitably
burdened with expense items which
should have been charged to capital.

3. Because of these two fallacies—
inaccurate depreciation and misalloca-
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tion of expenses—they could not be
sure that the “overhead” item of their
manufacturing costs was correct, and
hence they were ignorant of their true
" costs and, in turn, of their true earnings.

4. Because they were unaware of the
effect on their property values of the
rise and fall of market prices on ma-
terials, labor, and equipment, they did
not know the increases or decreases of
the equity in the property represented
by the mortgage behind the bonds out-
standing.

5. They did not know whether or not
they were adequately protected against
fire loss by their insurance, because they
apparently failed to realize that insur-
ance protects values, not properties, and
they had taken no steps to adjust their
valuations or their insurance in accord-
ance with the changes in the value of
their properties due in part to price
fluctuations, in part to the effects of
depreciation, and in part to continual
unrecorded changes made in the proper-
ties themselves.

In other words, neither Blank & Com-
pany nor the Jones Manufacturing
Company were consistent in their poli-
cies. Either because they doubted the
accuracy of the book records as evi-
dence of the value of the properties or
because they recognized that no matter
how accurately they had been kept they
recorded only investment rather than
value, an appraisal was made at the
time of the financing.
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Only by keeping that appraisal up
to date could either concern hope to
maintain the same control over the
property during the life of the bonds
that was demanded at the time the bonds
were issued. Only through. adequate
observation and record of the flow of
assets represented by the constantly
changing property values, could they
hope to verify the adequacy of the
bondholder’s equity, the accuracy of
earnings statements, or the degree of
soundness of the protective measures
necessary to assure further “years with-
out loss to any investor.”

Plant and equipment are usually re-
garded as absolutely permanent assets
rather than merely relatively permanent
assets. Yet there is never a wheel that
turns that value isn’t affected, never a
rise or fall of a cent in the price of
brick or lumber or labor or steel that
the asset value of property does not
alter proportionately.

That this is coming into greater
recognition is seen by the increasing
number of mortgage contracts which
specify either periodic or continuous
appraisals of the property put up as
collateral for a bond issue. As prices
stabilize at lower levels, the necessity
for measuring the drop from the high
valuations of the recent post-war days
will become more acute and we may
expect a far more rigid surveillance of
the property accounts than has been
true in the past.

L]
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Bank’s Stock Made Available for Em-
ployees on Monthly Payment Plan

By F. LeMoyne Page

Secretary Pennsylvania Trust Company, Pittsburgh, Pa.

UCH progressive concerns as the
United States Steel, the Standard

Oil of New Jersey and others have
worked out plans for their employees to
subscribe to their stock on the install-
ment plan, and this has enabled many
to gain a part ownership in their com-
pany, thus saving, and receiving a
splendid rate of return at the same time.

This plan has been confined almost
entirely to industrial concerns, and in
the past the ownership of stock of banks
has been confined chiefly to bank of-
ficials, other employees not having the
opportunity to subscribe.

It was, therefore, somewhat of a de-
parture from old established customs
and a splendid step in the right direc-
tion to enable employees of the Pennsyl-
vania Trust Company of Pittsburgh to
subscribe to the company’s stock.

The force responded well to the op-
portunity. Fifty-nine are now stock-
holders of the company, twelve of
whom, including officers, have been so
for some time, forty-seven becoming new
shareholders under the present plan.

The plan, briefly, is this: The stock,
which has been selling to outsiders at
$210, was sold to each subscriber at
$200. Although great difficulty in se-
curing stock for this purpose was ex-
perienced, and many subscriptions had
to be cut down, each subscriber was
given at least one share. The total
number of shares of the stock so held
was immediately transferred to the
name of three trustees appointed for
the purpose: F. LeMoyne Page, Avery
J. Bradford, and Floyd E. Clinton.

Any amount from $5.00 up could be
paid in on each share, and $5.00 or more
paid each month until the full amount
has been paid. At that time the stock
is issued individually in the name of
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the subscriber, and a certificate is given
to each holder for the amount of stock
he owns.

Dividends, including that of April 1
—with the exception of ten shares,
which could only be obtained ex-divi-
dend (this was proportioned out equally
on each of all the stock subscribed to)—
are placed to each employee’s credit,
and used to pay the interest (5 per
cent.) on the unpaid amount of each em-
ployee’s stock.

Any surplus which may exist of the
receipts (dividends) over the disburse-
ments (interest) is used to make the
final payment on each share, an exact
accounting of this being given to each
stockholder when the certificate is
issued.

The agreement drawn up is as fol-
lows:

Made this Twenty-ninth day of March,
1924, by and between the undersigned, wit-
nesseth that:

Whereas a number of the employees of
the Pennsylvania Trust Company of Pitts-
burgh are desirous of purchasing shares of
the Capital Stock of the Company upon the
“Partial Payment Plan,” and in considera-
tion of the mutual benefits and advantages
to be derived from such a plan, and having
knowledge that certain shares are available;

We, the undersigned, in order to put into
operation an effective “Partial Payment
Plan,” which shall not be conducted for
profit, hereby create and organize a mutual
Trust for the purchase and distribution of
such shares as may from time to time be
available upon the following provisions,
terms and conditions:

1. The operation of this Trust shall be
vested in three (8) Trustees, and F.
LeMoyne Page, Avery J. Bradford and
Floyd E. Clinton are hereby appointed,
authorized and empowered as such to pur-
chase, sell, collect, distribute, transfer and
deliver shares of stock of the Pennsylvania
Trust Company of Pittsburgh and to per-
form any and all acts and deeds necessary
and needful in the operation of this Trust.
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2. In the event of the resignation, decease
and severance of connections with the afore-
said Trust Company of any of the Trustees,
his or her place shall be filled by the remain-
ing Trustees.

8. The record title of all shares of stock
purchased shall remain in the Trustees until
fully paid for.

4. The Trustees are hereby authorized and
empowered to purchase the requisite num-
ber of shares subscribed for any of the
signers of this agreement at Two Hundred
($200.00) Dollars per share and to borrow
the necessary money to pay for same and to
hypothecate the shares of stock purchased
or any of them to secure payment of said
loan or loans.

5. The Trustees may from time to time
permit and receive subscriptions from other
employees of said Trust Company, subject

. to the terms of this agreement, and in their
discretion and upon subscriptions filed may
purchase and distribute additional shares
at the best price then obtainable, and in
the same manner and from time to time
borrow the requisite sums of money and
hypothecate said shares as herein above men-
tioned.

6. The first installment of the purchase
price of the stock subscribed for by the
undersigned shall be Five ($5.00) Dollars
per share on or before April 1, 1924, and the
balance in equal monthly installments of
Five ($5.00) Dollars, with interest on the
deferred payments at rate of five (5) per
centum per annum, and to secure payment
of said balance each of the undersigned
agrees to give his or her note in such forms
as the Trustees may require, secured by the
shares of stock subscribed for, and we and
each of us hereby irrevocably authorize, em-
power and request the Pennsylvania Trust
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Company of Pittsburgh to pay to the
Trustees the installments of purchase price
and interest as they fall due and deduct
the necessary amount from the next install-
ment of salary due the subscriber. The
subscriber shall have the right to anticipate
payments.

7. The subscribers shall be entitled to re-
ceive and shall be credited with all dividends
declared and payable upon their respective
purchases of stock subsequent to their sub-
scriptions.

8. In the event that any subscriber should
for any reason cease to be employed by the
said Trust Company before completing pay-
ment of the purchase price, his or her sub-
scription shall thereby and thereupon become-
automatically cancelled and the amount
credited upon said subscription without in-.
terest together with any outstanding obliga--
tion shall be returned as soon as may con--
veniently be arranged to the subscriber or-
his or her accredited representative.

9. When the purchase price of stock sub--
scribed for shall be fully paid, the subscriber-
shall be entitled to and receive a certificate:
therefor issued in his or her name.

10. The Trustees shall have the right to
attend any and all meetings of the Stock-
holders of the Pennsylvania Trust Company
of Pittsburgh and to vote any and all shares
standing in their names under the terms of
this agreement, upon any and all matters
that may be presented for action, with the
right to appoint attorneys or proxies, and-
exercise all and every legal right of the-
individual stockholder.

It Witness Whereof, we and each of us:
have hereunto set our hands and seals at:
Pittsburgh, Pennsylvania, the day and year-
above written.

(Signed by all subscribers.)



HE Federal Land

Bank of Springfield,
Mass., is the first land
bank to be housed in
its own building. Itis
designed with colonial
feeling and carried out
in granite, antique water
struck brick and wood
with a slate roof—all
typical products obtain-
able in the First District
in which the bank is
located.

Thomas M. James Company
3 Park Street, Boston 342 Madison Ave., New York
Architecls and Engineers
We would be glad to help you solve your

bank building problem
Write us for booklet
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The Federal Reserve System
Article XV of a Reading Course in Banking

By Glenn G. Munn

Formerly with Chase National Bank; instructor in banking, Elizabeth and Hudson County
(New Jersey) Chapters, American Institute of Banking

HE Federal Reserve System is the

central banking system of the

United States, created by the
Federal Reserve Act which was ap-
proved December 23, 19138. Unques-
tionably, it is the largest and strongest
banking system in the world, combining
eclectically the leading features of the
principal European central banking
systems, adapted to American require-
ments. Like a system of power plants
in which the circuits of each are ‘“tied
in,” making the combined production of
energy available in any location served
by the system, the Federal Reserve
System is a guarantee that credits shall
not be lacking for legitimate business
enterprise whenever and wherever they
may be needed, because the money re-

_ serves of the nation are “tied in,” each

Federal Reserve Bank having access to
reserve funds of the others should the
occasion arise:

ORGANIZATION AND MEMBERSHIP

Under the Federal Reserve Act, the
territory of the United States is divided
into twelve Federal Reserve districts.
Located within, and serving each
district, is a Federal Reserve Bank
(having branches in all but the first and
third districts) having its own separate
organization. its own members, its own
officers and directors, and its own system
of accounts and reports.

The system consists of (1) twelve
Federal Reserve Banks and their
branches (which may be established
abroad as well as at home), (2) all
National banks, which are required to
become stockholding members of the
Federal Reserve Bank of their dictrict,
and (3) such state banks and trust
companies as may elect to join the

system by meeting the qualifications of
membership. Thus, natjonal banks are
required to become members of the
system, but with state banks and trust
companies membership is optional.
The trend, however, is toward an in-
creasingly larger membership among
state banks and trust companies.
Federal Reserve Banks are super-
banks, i.e., banks of banks. Except as
to open market operations, their deal-
ings are restricted to banks and the
Government. There are no individual
stockholders. The stock is owned by
member banks which are required to
subscribe to the stock of the Federal
Reserve Bank of their district in an
amount equal to 6 per cent. of the
member bank’s combined capital and
surplus (excluding undivided profits).
Only one-half of this subscription,
namely, 8 per cent., has been called up
to the present time, and it is unlikely
that the remaining half will be called
in any near-term future period.
Federal Reserve Bank stock has a
par value of $100, is of one class, can-
not be transferred or hypothecated, and
pays a fixed cumulative dividend at the
rate of 6 per cent. So long as it is a
member of the system, a member bank
may retain the stock, and its holdings
are automatically increased or dimin-
ished to correspond with any changes
that may occur in its capital account.

DEVELOPMENT OF THE SYSTEM

Before the passage of the Federal
Reserve Act, the banking system of the
United States was composed of the three
distinct groups of banks before men-
tioned, i. e., national banks, state banks,
and trust companies. National banks
were created by the National Bank Act
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I. Organization and membership:
1. Twelve Federal Reserve Banks.
a. Located in twelve Federal
Reserve districts.
b. Domestic and  foreign
branches provided; twenty-
two domestic branches in

operation.
2. All national banks (raembership
compulsory).
8. Qualifying state banks and trust
companies (membership op-
tional).

I1. Supervision:
1. System as a whole.
a. Federal Reserve Board.
(1) Composition — eight
members.
(2) Divisions.

(a) Audit and exam-
ination.

(b) Reports and sta-
tistics.

(c) Clearing.

(d) Correspondence.

(e) Issue.

(f) Foreign exchange.

(g) Analysis and re-
search.

(8). Powers.

(a) Approve changes
in rediscount rates.

(b) Examine Federal
Reserve and mem-
ber banks.

(c) Require reports
from Federal Re-
serve Banks.

(d) Suspend reserve
requirements.

(e) Grant trust pow-
ers to national
banks.

(f) To supervise issue
and retirement of
Federal Reserve
notes.

(g) To make general
regulations, etc.

OUTLINE OF ARTICLE XVI

b. Federal Advisory Council.

2. Federal Reserve Banks.
a. Board of directors.
(1) Class “A”.
(2) Class “B”.
(8) Class“C".
b. Officers.

111. Functions of Federal Reserve Banks.

1. Centralization and mobilization
of bank reserves.

2. Furnishing an elastic currency
and credit system.

8. Providing an efficient system of
collecting out-of-town checks.

4. Engaging in open market oper-
ations.

5. Serving as depository and fiscal
agent for Federal Government.
6. Conservation of the American

money market.

IV. Achievements of the system:

1. Democratization of banking fa-
cilities.

2. Concentration of reserves for
effectual utilization.

8. Prevention of panics by provid-
ing elastic currency and credit.

4. Restoration of confidence in the
soundness of American money,
credit and banking.

5. Creation of a swift and inex-
pensive system of out-of-town
collections.

6. Creation of the bank acceptance
as an instrument for facilitating
foreign trade.

7. Maintenance of a continuous
open market for the -purchase
and sale of high-grade business
paper.

8. Assistance to Government as
depository and fiscal agent, and
in administering sub-treasury
functions.

9. Partial control of interest rates,
business movements, gold flow,
and foreign exchange fluctua-
tions.

of 1863 and its subsequent amendments,
while state banks and trust companies
were organized and operated under the
laws of the separate states, dating from
early American history.

The Federal Reserve Act does not
change the essential features of organ-

ization and control of these three types
of institutions. National banks are still
under Federal control, whereas state
banks and trust companies are organized
and regulated by the several states. The
Federal Reserve Act is not, therefore,
to be considered as a mnegation of the



Looking after your fences

The directors of the Massachusetts Bank voted
on April 14, 1784:

% That Mr. Russell be desired to order his friends in Russia to
purchase and ship an iron fence by the first ship from thence to
be placed in front of the Bank agreeable to the model exhibited
by Col. Dawes provided the same can be shipped at or under

120 pounds sterling.”

HEN they wanted the

right kind of an iron fence,
they sent for it to a point some
6 weeks and 4000 miles away.
Despite the distance, there
were ‘“friends’” there who
could be depended upon to get
it and ship it.

Voyages are short today—
. and this bankstill has dependable
¢¢friends,’’ not only in Russia
where they once made iron

fences, but all over the world.
Some 16,000 banks, correspon-
dents of The First National, are
at the other end ofa wire, ready
to do the bidding of The First
National’s 77,000 customers.

Itisn’t likely that you will be
wanting a Russian iron fence —
but whatever service you need
abroad will be performed just as
usefully as in 1784 —and much
more swiftly.

FIRST

NATIONAL BANK of

B OSTON

1784

1924

Main Orrice, 70 FepRRAL ST.

Resources over $335,000,000
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National Bank Act and of the various
state banking laws, but rather as a
further elaboration of these laws.

What is the raison d’etre of the Fed-
eral Reserve System? The Federal Re-
serve Act may be said to have grown
out of the defects and insufficiencies of
the former decentralized national-state
system, especially in the following par-
ticulars:

1. No provision for elastic currency.
Bank notes were rigid in amount, based
upon the bonded debt of the United
States rather than upon sound and
liquid business paper. This inelastic
system was a panic breeder. At critical
times the banking system broke down
because it was unable to furnish an
adequate supply of money to meet the
needs of legitimately expanding busi-
ness.

2. No provision for rediscount facili-
ties. That is to say, there was no means
of providing elastic credit since there
was no certain market for the rediscount
or sale of sound business paper held by
bankers.

8. Reserves were not centralized. In-
stead, the reserves of country and re-
serve city banks were partially rede-
posited at interest in central reserve
city banks (particularly in New York
City), thus creating a fictitious reserve
structure. Reserves were not always
available when needed.

4. The system of collection of out-of-
town checks and drafts was inefficient
and uneconomical.

5. There was no rational control over
the money market.

Steps toward removing these defects
were -actively begun as an aftermath of
the panic of 1907, when public atten-
tion was again focussed on the problem
of banking reform. Accordingly, in
1908, Congress authorized the establish-
ment of the National Monetary Com-
mission to determine what modifications

might be necessary to remove the weak-

nesses in existing banking legislation.
After four years of study and investiga-
tien, this body reported its recommenda-

N
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tions to Congress in full in a plan which
later became known as the “Aldrich
Plan.” After undergoing numerous
modifications and revisions, this report
was finally submitted for the approval
of Congress, and culminated in the Fed-
eral Reserve Act.

SUPERVISION OF SYSTEM

The supervising and co-ordinating
functions of the Federal Reserve System
are vested in the Federal Reserve Board,
which consists of six members appointed
by the President (and confirmed by the
Senate), with the Comptroller of the
Currency and the Secretary of the
Treasury as ex-officio members. One
of the appointees of the President is
named as Governor of the Board, and a
second as. Vice-Governor.

This body, located at Washington,
controls the Federal Reserve Banks, and
is endowed with broad powers, among
the most important of which are: (1)
to examine Federal Reserve Banks and
member banks; (2) to make detailed
reports of condition of the twelve banks
weekly; (8) to add to, or to reclassify,
reserve and central reserve cities; (4)
to require the writing off of doubtful
assets from the records of the Federal
Reserve Banks; (5) to suspend or re-
move any officer, director, or employee
of Federal Reserve Banks with cause;
(6) to suspend (for violation of aay
section of the Federal Reserve Act) any
Federal Reserve Bank, to operate it, and
wherever necessary, to reorganize it;
(7) to supervise, through the Comptrol-
ler of the Currency, the issue and re-
tirement of Federal Reserve notes, and
to prescribe regulations covering such
issue and retirement; (8) to suspend
reserve requirements for periods of
fifteen days (subject to renewal), with
certain graduated taxes to be imposed as
penalty; (9) to grant trust powers to
national banks when not in contraven-
tion of state laws; (10) to approve
changes in the rediscount rate of any
Federal Reserve Bank; (11) to permit,

N ) . -
or on affirmative vote of five members. to

require Federal Reserve Banks to re-
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discount paper for one another at rates
approved by the board; and (12) to
make general regulations covering all
operations of the Act and to have gen-
eral supervision over all Federal Re-
serve Banks.

The work of the board is extensive
and may be separated into seven divi-
sions, as follows: (1) audit and exam-
ination, (2) reports and statistics, (3)
clearing, (4) correspondence, (5) is-
sue, (6) foreign exchange, and (7)
analysis and research. The work of

these divisions will be made more clear .

as the functions of the Federal Reserve
Banks are explained.

Summarizing, the Federal Reserve
Board is a dominant force in unifying
the twelve regional banks into a com-
prehensive organization. This is se-
cured by the specific powers granted to
it, by direct contact with each bank
established through a system of private
wires, by its appointment of the Federal
Reserve Agent at each bank, by acting
as clearing house manager for inter-
district clearings, by reports from, and
examinations of, these banks, and
through its rulings on questions requir-
ing an interpretation of the meaning of
the Federal Reserve Act.

Serving as an aid in the control of the
system is the Federal Advisory Council,
a body having consultative ‘rather than
mandatory powers. It is composed of
twelve members, each representative of
a separate Federal Reserve Bank, and
elected annually by its board of direc-
tors. The council meets four times a
year at Washington for the purpose of
conferring with and advising the Fed-
eral Reserve Board, or making recom-
mendations with regard to matters
pertaining to business and financial
conditions in their respective districts.

FEDERAL RESERVE BANK ORGANIZATION

While the Federal Reserve Board has
general control over the Federal Reserve
Banks as a whole, each Federal Reserve
Bank has its distinct organization and
personnel, its own stockholders, and
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serves its own district, whence it is
sometimes known as a ‘“regional bank.”

Each Federal Reserve Bank is under
the direct control of a board of nine
directors, divided into three classes of
three directors each. These classes are
known as Class A, Class B, and Class
C. Class A and B directors are elected
by the stockholding banks, and Class C
directors are appointed by the Federal
Reserve Board. Class A directors must
be active and experienced bankers;
Class B directors must not be bankers,
but engaged in business or farming; and
Class C directors are chosen from the
public at large. One of the Class C
directors, who must be of tested banking
experience but not an officer, director,
or employee of any bank during his term
of office, is appointed to act as chair-
man of the board of directors. The
chairman is also given the title of Fed-
eral Reserve Agent, and is the official
representative of the Federal Reserve
Board at each Federal Reserve Bank.

FUNCTIONS OF FEDERAL RESERVE BANKS

The principal functions of the Fed-
eral Reserve Banks were enumerated
in the outline. These will be elaborated
in the following paragraphs.

1. Centralization and mobilization of
bank reserves. Under the Federal Re-
serve System, the legal reserves of all
member banks must be carried with the
Federal Reserve Banks of their dis-
tricts. Legal reserves no longer exist
as “cash in vault” in the thousands of
individual banks, or redeposited with
designated depositories. Being concen-
trated in twelve central reservoirs, these
reserves furnish a base for extending a
far greater volume of credit than was
possible under the old system. Such
reserves, moreover, are true reserves,
i. e., are non-interest bearing, and not
subject to redeposit, thus preventing
their use as earning assets.

Reserve requirements of member
banks against demand and time deposits
are as follows:
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Demand Time
per cent.

In central reserve cities (New
York and Chicago)
In reserve cities (about sixty
large cities) —oou—. 10 8
In all other cities —oeeon. 7 8

13

Federal Reserve Banks themselves
are required to keep a reserve in lawful
money equal to 85 per cent. of their de-
mand deposits. These reserves are ef-
fectively mobilized by being directed to
where they are most needed by means
of inter-district discounting, or by the
sale of commercial paper eligible for
open market operations in a compara-
tively “strong” district by a regional
bank in a comparatively “weak” dis-
trict.

2. To furnish an elastic currency and
credit. Through rediscounting facili-
ties, provision is made for an elastic
bank-note and deposit currency. A mem-
ber bank requiring additional funds may
obtain them from its Federal Reserve
Bank by offering eligible paper for re-
discount, or by borrowing on its own
notes secured by eligible paper or by
Government obligations. It may elect
to receive the proceeds either in Federal
Reserve notes which $nay be paid out
over the counter, or as a credit to its
reserve account against which it may
draw, or expand its loans and deposits.
In other words, Federal Reserve notes
and excess reserves at the Federal
Reserve Bank are interconvertible to a
member bank.

During times of business contraction
customers pay off their notes, thereby
permitting member banks to take up
their rediscounted paper at the Federal
Reserve Banks, with the result that
Federal Reserve notes are retired, or
the borrowing bank’s deposits and loans
are reduced.

The limit to which Federal Reserve
Banks can issue Federal Reserve notes
is fixed by the 40 per cent. gold reserve
requirement. These notes must be fully
secured by rediscounted commercial
paper, gold, or gold certificates, except
that in any case, the gold reserve can-
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not be less than 40 per cent. This limit
may be suspended by the board in times
of unusual stress, but with certain pen-
alties laid down in the Act.

3. To provide an efficient system of
collecting out-of-town checks. The Fed-
eral Reserve Act empowers each Federal
Reserve Bank to exercise the functions
of a clearing house for the member
banks of its district, and for such non-
member banks as may qualify (by keep-
ing a sufficient balance to cover out-
standing collections) which are known
as clearing member banks. The Fed-
eral Reserve Board itself serves as man-
ager for clearing debit and credit bal-
ances arising among the various Federal
Reserve Banks.

From all member and clearing mem-
ber banks, Federal Reserve Banks will
receive all items, e. g., checks, sight
drafts, matured acceptances, matured
notes, and coupons, at par, and forward
them to the Federal Reserve Bank of the
district in which they are payable; or
else a member bank may itself forward
items payable in another district di-
rectly to the Federal Reserve Bank of
such district for credit of the sending
bank’s account with the Federal Reserve
Bank located in the sending bank’s dis-
trict. The United States is divided into
time zomes, and by inspection of a
schedule published by each Federal Re-
serve Bank showing when the proceeds
of items sent to various points become
available, it is possible to compute when
any transit item becomes credited to the
reserve account. All banks using the
system are required to receive and remit
for checks sent to and drawn upon them, -
at par.

Currency shipments in connection
with the collection of checks for mem-
ber banks by Federal Reserve Banks
are largely eliminated by a daily clear-
ing of interdistrict debits and credits
despatched by means of private wires to
the Federal Reserve Board, which
makes appropriate entries against the
accounts of the twelve banks in the gold
settlement fund. This is a fund held on
deposit with the Treasury Department
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at Washington, owned by the Federal
Reserve Banks, but subject to control
by the board. The expense of intra-
and inter-district clearings and collec-
tions is borne entirely by the Federal
Reserve Banks.

4, To engage in open market opera-
tions. Operations in the open market
consist of: (1) purchase and sale of
bills of exchange, trade and bankers’
acceptances, arising out of commercial
transactions; (2) purchase and sale of
warrants of any state, county, munici-
pality, or district in continental United
States, having not more than six months
to run, provided they are general obli-
gations of the issuing jurisdiction,
created in anticipation of tax collections
or other assured revenues; (3) purchase
and sale of cable transfers dealing in
gold coin and bullion; and (4) estab-
lishment of open accounts abroad.

5. To serve as depository and fiscal
agent for the Government, and to carry
on sub-treasury operations. Federal
Reserve Banks are custodians of the
major portion of the funds of the Gov-
ernment, and transfer them from place
to place without charge. They make
temporary advances to the Government,
and are instrumental in the issue,
flotation, conversion, and redemption of
Government bonds and certificates of
indebtedness, and pay the interest there-
on. Since the abandonment of the sub-
treasuries in 1921, these banks supply
member and other banks with coin and
currency, and issue new currency in
exchange for worn and mutilated bills
and coins.

6. To conserve the American money
market. This is largely achieved
through the power (with the permission
of the Federal Reserve Board) of rais-
ing and lowering the rediscount rate.
Raising the rediscount rate is an ef-
fective tool for discouraging over-
expansion in business, undue specula-
tion, and a dangerous outflow of gold.
Lowering the discount rate after a
period of stress has subsided. on the
other hand, is an invitation to expand
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business operations and increa
lation.
Through open market pur«
sales of commercial paper, b:
ceptances, foreign bills of exc
cable transfers, also, these
enabled to exercise some degn
trol not only over the money market,
but also over gold movements, foreign
exchange rates, and dollar quotations in
foreign markets.

THE SYSTEM’S ACHIEVEMENTS

The achievements of the Federal Re-
serve System in the decade in which it
has been in operation, if measured by
any kind of intelligent standards, are
brilliant and far-reaching. Summarized,
they may be said to include: (1)
democratization of banking by placing
facilities equally at the disposal of
commercial, industrial, and agricultural
interests; (2) concentration of reserves
in twelve central reservoirs, thereby
creating a base for a greater volume of
credit; (8) prevention of panics by pro~
viding for an elastic currency and credit,
capable of expansion in times of rising
prices and growing prosperity, and of
contraction in times of falling prices
and liquidation; (4) restoration of con-
fidence in the soundness of our money,
credit and banking system; (5) creation
of an efficient, swift, and economical
system of collection of out-of-town
checks; (6) assistance rendered the
Government as a depository and fiscal
agent, and in administering sub-treasury
functions; (7) creation of the bankers’
acceptance, and assistance given Ameri-
can bankers by enabling them to par-
ticipate in the profits to be derived from
financing foreign trade; (8) mainte-
nance of a continuous open market for
the purchase and sale of high-grade
business paper; and (9) partial control
of interest rates, gold movements, and
foreign exchange fluctuations.

READING ASSIGNMENT

E. W. Kemmerer: The A B C of the Fed-
eral Reserve System. (A general review in
a single small volume.)

American Institute of Banking: Elemen~
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tary Banking, Chap. 8. (A 17-page ele-
mentary presentation of the chief aspects of
the Federal Reserve.)’ _

E. E. Agger: Organized Banking, Chap.
18, 14. (Federal Reserve organization and
note issues.)

J. T. Holdsworth: Money and Banking,
Chap. 22. (A treatment in 75 pages.)

H. G. Moulton: Financial Organization of
Society, Chap. 25, 26. (An excellent pres-
entation of the subject in general.)

W. H. Kniffin: The Bisiness Man and His
Bank, Chap. 25. (The relation of the Fed-
eral Reserve Banks to business.)

Willis and Edwards: Banking and Busi-
ness, Chap. 25, 26. (Business aspects of
the Federal Reserve System.)

SUPPLEMENTARY READING

(For those who wish to undertake a more
serious study of the subject.)

R. B. Westerfield: Banking Practice and
Principles, Vol. 2.

H. P. Willis: The Federal Reserve Sys-
tem.

H. L. Reed: The Development of Federal
Reserve Policy.

J. M. Chapman: Fiscal Functions of the
Federal Reserve Banks.
BC.kN. Fowler: The United States Reserve

ank.

W. S. Paine: Analysis of the Federal Re-
serve Act and Cognate Statutes.

QUESTIONS

1. Of what institutions does the Federal
Reserve System consist?

2. How many Federal Reserve Banks are
there, and where are they located?

8. Indicate roughly the boundaries of the
Federal Reserve districts.

4. Which banks are optional members,
and which are compulsory members, of the
Federal Reserve System?

5. Can savings banks or mortgage com-
panies become members of the Federal Re-
serve System?

6. Why is the Federal Reserve System
called a central banking system?

7. Who owns the Federal Reserve Banks?

8. Describe the essential features of Fed-
eral Reserve Bank stock.

9. How are Federal Reserve Bank earn-
ings distributed?

10. How long has the Federal Reserve
System been in operation?

11. What were the defects in our banking
system that lead to the passage of the
Federal Reserve Act?

12. From what sources were the principles
embodied in the Federal Reserve Act de-
rived?

13
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18. Describe the (a) organization, (b)
divisions, and (c) powers of the Federal
Reserve Board.

14. What is the function of the Federal
Advisory Council?

15. How are the directors of the Federal
Reserve Banks chosen?

16. What are Class A, Class B, Class C,
directors? ,

17. (a) What advantages do banks derive
from membership in the Federal Reserve
System? (b) What obligations does member-
ship impose?

18. Enumerate six functions of Federal
Reserve Banks.

19. What is a Federal Reserve agent and
what are his special duties as such?

20. What is the advantage of having mem-
ber banks carry their reserves with the
Federal Reserve Banks of their district?

21. What are the reserve requirements of .

member banks?

22. The Federal Reserve System is said to
make “reserves mobile.” How is this ac-
complished?

28. What is meant by elastic currency?
What purpose does it serve?

24. How does the Federal Reserve make
it possible to furnish elastic currency?

25. Distinguish between Federal Reserve
notes and Federal Reserve Bank notes.

26. How are Federal Reserve notes con-
tracted in times of business deflation?

27. What legal requirement fixes the max-
imum limit to the issue of Federal Reserve
notes?

28. How does the Federal Reserve provide
elastic credit?

29. In what two ways may a Federal Re-
serve bank lend its credit to a member bank?

80. What are the qualifications of redis-
countable paper?

81. What special privileges are accorden
agricultural paper under the Federal Re-
serve Act?

82. Is a 60-day note secured by high-grade
railroad bonds eligible for investment by
New York savings banks eligible for redis-
count? Why or why not?

88. Distinguish between a “member bank”
and a “clearing member bank.”

84 (a) Describe the Federal Reserve check
collection system. (b) What are its advan-
tages?

85. What is the purpose of the gold settle-
ment fund?

86. What are open market operations, and
what is their importance?

87. What services do the Federal Reserve
banks render for the Government?

88. How is it possible for the Federal
Reserve System to “conserve the American
money market?”

89. Enumerate nine achievements of the
Federal Reserve System. ’

40. What are the principal earning assets
of the Federal Reserve Banks?

41. What the chief liabilities of the Federal
Reserve Banks?

42. Of what importance are the weekly
financial statements of the Federal Reserve
Banks?

43. In what way can the Federal Reserve
ratio of reserves to combined note and de-
posit liabilities be used as an index of credit
conditions?
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Some' Bank Credit Problems

New York.—Ebrron.

TaE BaNkess MacaziNe has secured the services of a capable credit man
to answer the inquiries of readers on current problems of the credit manager.
Questions of general interest to credit men and bankers will be answered and only
the initials of the persons asking the question will be used. In case the question is
not one of particular interest to bank credit men as a whole or is one which has been
answered before, a reply will be made by mail.

In order that all questions may be answered intelligently, it is requested that
they be direct and to the point, but that sufficient necessary detail be included to
enable the editor to draw the proper conclusion. Inquiries should be addressed to
the Editor, Bank Credit Problems, THE BANKEss MacAzINE, 71-78 Murray Street,

QUESTION: In the case of the
bankruptcy of a firm, is any distinction
made between the creditors of the in-
dividual members of the firm and the
creditors of the firm itself? A cus-
tomer of this bank some time ago made
a loan to one of the partners of a firm
which has recently become seriously in-
volved. If this firm should “go to the
wall” will our customer (whose loan to
the individual member of the firm anti-
dates that of many of the firm’s
creditors) have any prior claim against
the firm’s assets?—J. M.

ANSWER: In the case of the insolvency
of a firm, there is a distinct priority as
regards the claims of the creditors of the
individual members of the firm and those of
the firm itself. Both the firm creditors and
the individual creditors may seize property
to satisfy their claims. However, the firm
creditor is permitted to proceed directly
against both firm property and individual
property, or even against individual prop-
erty, without first looking to the firm
property; whereas the individual creditor
cannot satisfy his claims against the partner-
ship assets until the firm creditors have been
taken care of. In other words, the firm
creditors have a distinct prior claim over
firm assets.

QUESTION: Perhaps you can solve
for me a somewhat technical problem
in accounting. One of our mercantile
customers came to me not long ago and
wanted to know how he should treat, in
his profit and loss, the matter of re-
bates. His company manufactures type-
writers and often allows customers re-
bates on old machines as part payment

on the purchase price of new machines.
Is this a legitimate sales expense or
should it be deducted from sales? Your
opinion on this will be greatly appre-
ciated—G. K. Y.

ANSWER: The usual way to treat
rebates is as part of the selling expense.
Machines which have been returned by a
customer for rebate have a certain value for
rebuilding purposes. The difference be-
tween this rebuilding value and the credit
allowed the customer for the return is
usually charged as a selling expense. How-
ever, where the sales department of the
company in question has nothing to do with
allowing the return of the old machine, it
may be treated as a deduction from sales. It
is largely up to the individual company to
determine into which class the rebate falls.

QUESTION: I have occasionally
heard the term “scrip dividends.” Will
you explain to me what this means?
—S. A. H.

ANSWER: These are dividends paid out
by a corporation in the form of notes in-
stead of cash. It is usually poor policy to
issue scrip dividends, and generally indicates
financial trouble.

QUESTION: Not long ago my bank-
er criticized me for lumping together
the following items on my balance sheet
under the heading of “Cash,” claiming
I should have subdivided them: Certifi-
cates of Deposit; Cash (representing a
time deposit) and Cash (on hand or in
bank on demand). Is not this a very

- technical criticism? I told him that as

these all represent cash in good coin of
115
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the realm it is no one’s business in what
way I carry them on the balance sheet.
In the case of a company’s having an
overdraft at its bank on statement date,
how would this be carried? Your early
reply will be appreciated.—D. E. T.

ANSWER: Your banker’s criticism is jus-
tified. There is certainly a distinct

THE BANKERS MAGAZINE

difference between cash which you have in
your bank on demand and cash which is in
the form of a certificate of deposit or on a
time basis, subject to a certain number of
days’ notice before withdrawal. You might
carry them all under the general heading
“Cash,” but you should separate the amounts
and label each with its proper tag. An
overdraft is carried on the balance sheet
as a quick liability.

oY

Bringing the Bank to the Taxi Driver

The Corn Exchange National Bank of Philadelphia Puts Plan Into
Effect to Enable Cab Drivers to Save at Their Garages

HE Corn Exchange National

Bank of Philadelphia has recently

put into effect, in co-operation with
the Yellow Cab Company of that city, a
plan whereby the bank’s services will
be available to Yellow Cab drivers at
their garages.

The drivers are enabled to save as
they desire, without having to go near
any of the bank’s offices. This is made
possible by the Auto-Teller, a machine
that receives paper money deposits and
issues a receipt for them.

The money that is deposited in the
Auto-Teller is credited to the depositor’s
account as though he had gone to the
bank and made his deposit. The bank
comes to the depositor, instead of the
depositor going to the bank.

In a signed statement regarding the
plan, Charles G. Calwell, president of
the Corn Exchange National Bank,
says:

While the Yellow Cab Company has made
it possible for you to save with us without
the bother of coming to any of our offices,
I want you to know how glad we will be to
have you as one of our depositors, and help
you save safely and profitably.

Through the use of the Auto-Teller you
will be able to deposit your savings at two of
your garages— Germantown, and Twenty-
fourth and Wood streets—any time, day or

night. If the trial is successful and the men
want wore machines, the Yellow Cab Com-
pany will place them in each garage after
the trial period is over.

Any time a man is in the neighborhood of
the bank and wants to make a deposit he can
do so.

With the Auto-Teller at the garage and
the freedom of our bank during banking
hours, we are providing you a convenience
which you cannot overlook.

We arc one of the largest national banks
of this city, with a capital and a surplus of
over $8,100,000 and resources in excess of
$60,000,000. These figures represent strength
and security.

However, regardless of our size, many of
our older savings depositors feel that they
constantly receive the smme attentive
cordial treatment that we accord our la
corporation accounts.

Do not undervalue a good bank conne
Through its various departments the
Exchange National Bank has the faci
of caring for the financial needs of «
individual, from the child with a doll
deposit, to the complicated work of caring
for great estates and personal trusts. You
may eventually want some of these services.

As Elbert Hubbard has said, “Before you
are taken into partnership and given a
chance to spend the funds of the firm, you
must give evidence that you know how to
care for your own. The worthless, the
shiftless, the insecure, the always needy,
never get ahcad, and at the bank they are
unknown. Even a small bank account makes
an impression upon your character.”

‘When opportunity knocks have your bank
book ready.
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Bank of New York and Trust Company
Celebrates 140th Anniversary

HE Bank of New York and Trust

Company celebrated, on June 9,

the 140th anniversary of the open-
ing for business of its predecessor, the
Bank of New York.

The idea of establishing a bank in
this city was first publicly agitated in
the spring of 1784, and the founding of
the Bank of New York followed short-
ly afterward. An interesting history of
the events leading to its establishment
is to be found in the papers of the
period. An announcement appeared in
the New York Packet and in the
American Adwvertiser on February 16,
1784, of a plan to found a bank whose
paid-in capital should consist one-third
of cash and two-thirds of pledges of
land. This was answered on February

. 28, 1784, by the following announce-

ment, emanating from a different group
of financiers:

BANK

It appearing to be the disposition of the
Gentlemen in this City, to establish a Bank
on liberal principles, the stock to consist of
specie only; they are therefore hereby in-
vited to meet To-morrow Evening at Six
o'clock, at the Merchant’s Coffee House,
where a plan will be submitted to their con-
sideration.

On March 4, 1784, there appeared in
the New York Packet a notice of pro-
posals for the establishment of a bank,
unanimously agreed to “At a meeting of
the principal merchants and citizens at
the Coffee House, on the 16th February,
General McDougall in the Chair.”

It was proposed that the bank should
be called the Bank of New York and
that its capital stock should consist of
$500,000 “in gold or silver, divided into
One Thousand Shares, at Five Hundred
Dollars each share.” It was further
provided that as soon as 500 shares
were subscribed a general meeting

should be held to agree to a constitu-
tion, choose a president, twelve direc-
tors, and a cashier, of whom it was to be
required, “before they enter on the
execution of their office, as President,
and Directors, they shall take an oath
or affirmation, before the Mayor, Re-
corder, or Alderman of this City, for the
faithful discharge of their respective
Trusts.”

The notice concludes with the fol-
lowing announcements:

Tenth: The proprietors of this Bank,
wishing to encourage trade, propose to
establish the rate of discount at 5 per cent.
per annum.

The following gentlemen were unanimous-
ly appointed a committee to receive sub-
scriptions, viz.

Samuel Franklin, Henry Remsen, William
Maxwell, Comfort Sands, Thomas B.
Stoughton, Alderman Neilson.

Subscription books are also lodged with
John Alsop, Esq., Broadway; Robert Bower,
No. 39 Queens street; Nicholas Low, 27
Water street.

The shares in the new bank were
evidently well thought of, for on March
15 the following announcement was
made in the Packet:

BANK OF NEW YORK

Notice is hereby given to the Subscribers,
that Five Hundred Shares being now sub-
scribed, they are desired to meet at the
Coffee House, on Monday, the Fifteenth in-
stant, at Ten o’clock in the morning, to
consider of a Constitution for the said Bank,
and to proceed to elect by Ballot, a Presi-
dent, Cashier, and twelve Directors, agree-
able to the third article of the Proposals.

From the Packet of March 18 we
learn that there were duly elected:
Alexander McDougall, president; Sam-
uel Franklin, William Maxwell, Robert
Bowne, Nicholas Low, Comfort Sands,
Daniel McCormick, Alexander Hamil-
ton, Isaac Roosevelt, Joshua Wadding-
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ton, John Vanderbilt, Thomas Randall,
Thomas Stoughton, directors; William
Seton, cashier.

On May 1, this advertisement ap-
peared in the Packet:

BANK OF NEW YORK

May 1st, 1784.
The subscribers in this bank are requested
to pay in the first moiety of their subscrip-
tions on the first day of June next, to
William Seton, the Cashier, at No. 67 St
George’s Square, who is authorized by the
Direction to receive the same.
AvrexaNpEr McDoucarr,
President.

Among the news items, on May 1,
1784, was the following:

It is expected that the Bank of New York
will soon commence its operations, as the
President and Directors on the 2nd instant
were qualified before his Worship the Mayor,
to conduct the business of the Bank, to the
best of their knowledge and abilities for tne
interest and benefit of the proprietors, and
agreeable to the true intent and meaning of
their constitution.

On June 7 we read in the Packet:

We are well informed that considerable
sums are put into the Bank of New York
and that the subscribers pay in their sub-
scriptions with great cheerfulness, fully
sensible of its vast utility to the public at
large.

On the same day the bank announced
in the Packet that it would open for
business on Wednesday, June 9, and
published the rules shown in the notice
reproduced herewith, for the benefit of
its customers.

It is a strain upon credulity to b=
asked to believe that there was ever a
time in New York when it was necessary
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BANK o NEW.YORKX
QTICE is hereby given, That the Bank.
will opent on Wednefday the gth of June
wnftant, and applicatiens for difcounts will be re.
ceiyed on the Wednefday following.
8&*4’ the DireSlors,
ALEXANDER M'DOUGALL, Pryfidens

o the bformctionof Perfs trfeling Bofoch

BANK or NEW.YORK
[ Tbe fulirwiog RULES abfroed ot e Bank re

HE Bank will be open every day in the
year,cxcept Sundays, Chriamafsbayy. New
Years Day, Good Friday, the 4th of July, snd
general Holydays appointed by legal authority,
_ » The houns hutinefs from ten to one o'clock
in the forencon, and from three to five in the
i aliernoon
Money lodged at the Bank may be redrawn at
pl'eafnn ftee of arty expence: but mo dnft
1 will be paid beyondthe.balance of account.
Guld Coin is received and paid at
k of New-York at the following‘:-::fs: fhe Buck

Duat. Gr. Doll.
A Johannes,  wcighing 18 " 16’“&.

A Half:Johannes, do. o 8

ASpanith Daubloon. do. 1 15

A Double Spamh Pifiole,do. z 1 )48
A Spanith Piftole, do. 4 6 372
A Britith Guinea, do. § 6 464
Adito Hlf-Guinca, do. 315 2 32
A French Guinea, do. ¢ ¢ 4942
A Moidore, do. 618 6

A Caroline, d. 6 8 472
A Chequin, do. 2 4 198

Notice published in ‘“The New York Packet’” and
‘““The American Advertiser,”” June 7, 1784

for a bank to advertise that money on
deposit “may be redrawn at pleasure
free of any expense,” but there it is, and
the bank which began business thus
modestly as the only. bank in the city, is
now, after 140 years, both the dean of
all banks and a worthy competitor on
equal terms with many younger institu
tions.
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*“Value Received”’
By Richard W. Saunders

€Y TRUSTED so much that I solde

I the skinne before the beast was

taken, reckoning without mine

hoast, and setting that down in my

bookes as ready money, which after-

wards I found to be a desperate debt.”
—Euphues.

Absolute dishonesty is comparatively
easy to detect. Bankers have many safe-
guards to protect them in such cases.
But it is not so easy to guard oneself
against the man who, although in reality
mistaken, is confident that the cause for
which he presents himself is a proper
one for the bank to consider. Confidence
is contagious. It is this fear that makes
most bankers so apparently cold toward
enthusiasm. The majority of losses are
undoubtedly due more to “honest abuse
of confidence,” if such an expression
can be used, than to almost anything
else.

Of the millions of times that the
phrase “value received” has been used,
in how many has it turned out a delusion
and a snare. Cheerfully, some years
ago, the farmers in the West signed
comparatively innocuous statements that
certain references were all right, or
certain receipts for seeds, only to find
later that, cleverly divided in two, the
signed part was a promissory note and
bore the legend ‘“‘value received.” And
how many, many notes signed delib-
erately, carefully, with that phrase in-
corporated, turn out to be truly one-
sided transactions. '

The records of our forefathers, as
expressed in many a maxim, show how
hard it has been throughout the ages to
get “value received.”

“A good bargain is a pick-purse.”

“Ill-ware is never cheap.”

“Don’t buy a pig in a poke.”

“The buyer needs a hundred eyes,
the seller not one.”

Sometimes the seller is sincere and

thinks he is giving something of value.
And there are all shades of sincerity
to where it crosses the line into
mendacity. He who advertises a steel
engraving of Washington for $1.00 and
on receipt of the amount sends a two-
cent stamp with that noble gentleman’s
head engraved thereon, is certainly
giving the truth a wrench. And what
says the law on this question?

“Caveat emptor”—Ilet the buyer be-
ware—has been its rule, modified some-
what by other maxims when fraud is
proved. But the fraud must be proved.
The burden of proof is on the buyer.
It is not enough to show that he did not
get “value received,” but he must show
that the man he dealt with knew that
fact and defrauded him.

This is a great game of life we are
playing, and one of the hardest things
is to get at least the equivalent for what
we give. Into the hands of each of us
comes so much money or power or in-
fluence, and for that we must get so
much comfort and peace and happiness.
Some need little and get little; some
need much and get much. It all depends
on the “value received.”

Another thing about these words—
they have become part of the printed
form. They must be there to give
legality to the transaction. If the
signer had to write them before he
signed his name, letting their signifi-
cance sink into his consciousness, how
many times would he refrain from tak-
ing the final step. The “printed form”
and the “dotted line” have their uses,
but they have at least one fault—they
make it easier to make mistakes.

And what does the bank give, on its
side, for these scraps of paper bearing
the magic words? Cash. Money. Do
you blame the banker if, before doing
so, he does his best to convince himself
that he is getting “value received?”
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WORKING OUT
HUMAN PROBLEMS

2 OO <]

WORKING out human problems gives us
the privilege of increasing human happiness

and of broadening human opportunity.

The First National Bank in St. Louis has
never lost sight of the problems and require-
ments of its ever increasing number of bank
correspondents, located throughout the
United States, and has fitted itself to contrib-

ute a service commensurate with their needs.

Over 60 years’ experience
in handling Country Bank Business

FIRST NATIONAL BANK

QUAE

Broadway-Locust-Olive

LARGBST NATIONAL BANK WEST OF THE MISSISSIPPI
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Review of the Month

A Survey of Current Banking and Business Developments

N commenting on the present busi-

ness situation, T'rade T'rends, the

monthly review of business condi-
tions issued by the Franklin National
Bank of Philadelphia, says:

Business is nearing the half-way mark of
1924 under the influence of moderate reces-
sion. Industrial production and employment
are declining, prices are weakening, and
most of the phenomenal gains in activity
early in the year have been lost. :

Political events have borne more than
their share of blame for the current lull.
The passage of the bonus, the side-tracking
of the Mellon tax plan and the general un-
settlement incident to a Presidential cam-
paign year, all have helped to dampen sen-
timent. The economic situation, however, is
in the control of more fundamental forces
than purely political ones.

Business has slowed down because domes-
tic productive capacity is temporarily over-
expanded. Capacity is too great to main-
tain high-pitched operations indefinitely
without causing overproduction and disturb-
ing prices. Last year’s activity was stim-
ulated by demand to fll war-created short-
ages of automobiles, railway equipment,
buildings and a few other lines. These
shortages now are largely filled up, and in-
dustry has slackened.

But domestic consumption is so great that
extended curtailment of output would de-
plete stocks and stiffen prices. For this
reason the current paring of production is
favorable. It is tending toward a better
balance of supply and demand. Already
slightly more steady conditions have ap-
peared in steel, shoes, hides and some other
lines. Meanwhile, competition is keen, busi-
ness costs are high, and profits are nar-
rower than in 1923.

6

Confidence is growing that the present
lull will not be an extended one. This sen-
timent is strengthened by improving pros-
pects for Europe and by the great credit
ease in this country. With money so
abundant, a prolonged, devastating period
of liquidation is inconceivable. Recent re-
duction of its rediscount rate by the New
York Federal Reserve Bank reflected the
plethora of credit.

THE COTTON GOODS SITUATION

~ Regarding the situation in the cotton
goods industry, the current letter of the

National City Bank of New York says:

The farmers are not the only people who
are having hard times. The great cotton
goods industry is in trouble. Wages
nominally are very high, much more than
double the pre-war level, but rents and
services are high, because wages are so
high in the building trades and building
material industries, etc., etec. But cotton
goods are high also because of short crops,
and as they are not selling freely, the mills
have been running on short time.

The farming population normally are
large consuniers of cotton goods, but the
prices they are receiving for their own
products are so low that they are forced
to abstain from purchases and wear their
old clothes for the present. This in part is
one of the conditions affecting the demand
for cotton goods, and compelling the mills to
run light. The mill managers see the im-
portance of reducing the price of goods,
but they cannot go farther in this line unless
they can reduce costs. There has been some
talk about it, and some wage reductions
have been made recently.
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THAT OLD.MAN-OF-THE-SEA TALE IS NO MYTH

A timely cartoon appearing in the “ Corn Exchange,”
monthly publication of the Corn Exchange
National Bank of Philadelphia

CONDITIONS IN THE ST. LOUIS TERRITORY

General conditions in the St. Louis
territory are mainly fair; as a rule they
are no better than a ycar ago, but the
prevailing attitude toward the future is
optimistic, according to a survey just
completed by the Liberty Contral Trust
Company, St. Louis.

The conclusions are based upon re-
ports received from 217 correspondent
banks in southern Illinois, Missouri,
Arkansas, Oklahoma, and Texas, in re-
sponse to a questionnaire sent out for
reply by June 1. Most of the informa-
tion comes from the smaller cities and
towns in the agricultural districts.

“The entire truth,” says the report,
“cannot be arrived at when this section
is treated £« o unit. Taken by states,
the results differ widely. The superior-
ity of conditions in the cotton states,
compared to regions where grain is the
money crop, is clearly revealed. Gen-
erally speaking, the situation improves
from east to west, being most favorable
of all in Texas and western Oklahoma.”
The report goes on to say:

A point worthy of particular note is that
our correspondents are thinking in terms of
local rather than national influences—crops
and their prices, rather than current activi-
ties at Washington. Many replies, in treat-
ing of the present and the future, state that
the outlook is governed entirely by the
weather in its effect upon farm operations.
As one banker expresses it, “the people will
be satisfied if they have good crops.”
Closely related and frequently mentioned is
the question of prices—a national problem,
to be sure, but handled by our correspond-
ents mainly in its local aspects rather than
as a nation-wide economic factor.

The percentage of replies giving the
situation as fair is 66; good 19; poor
15. No less than 85 per cent., there-
fore, regard conditions as fair or better.
Forty-three per cent. think there has
been improvement in the last twelve
months. In Missouri and Illinois the
bulk of opinion is that conditions are
fair to poor, with no improvement; in
Arkansas and Oklahoma, fair to good,
with betterment in over 50 per cent. of
the territory considered; in Texas, good
in most instances, with replies indicating
improvement by an eight-to-one ma-
jority.

The farmer’s financial condition is the
same or poorer, compared to this time
last year, in most of Missouri, Illinois
and Arkansas. In Oklahoma it is usually
as good or better. In Texas it is better
in the great majority of cases; this may
be due to the unusually large cotton
crop last season, causing more improve-
ment than would be possible in Arkan-
sas and Oklahoma, where tlie yield was
small.

THE DECLINE IN BUSINESS ACTIVITY

Speaking of the decline in business
activity, The Mechanics & Metals
National Bank of New York, in its June
review, says:

There is under way a perceptible slowing
down in the country’s trade activity, and,
more than anything else, the business com-
munity is seeking to learn whether this is a
passing phase or whether it is due to fun-
damental cconomic conditions that are un-
sound.

Much depends, so far as both the imme-
diate and the longer future of our national




DOLLARS
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SENSE
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A wise combination of the two makes an ideal bank-

ing relationship.

In 65 years of experience, we have developed facilities
for intelligent banking service —the kind that

leaves no aftermath but satisfaction.

Let us know your requirements.

Willing Cooperation is a Part of Our Working Capital

prosperity is concerned, on the forces that
are responsible for the current decline in
business volume. The Presidential election,
which is only five months off, and the dis-
couragement of the spirit of enterprise be-
cause of Congress, are most often mentioned
when reasons are sought for the decline. But
other reasons are also frequently mentioned,
and in making the distinction between them,
those who look beneath the surface for
underlying indications are inclined to give
these more than momentary attention.

1f, as so many people believe, the down-
ward turn finds its primary cause in politics,
it may quite readily be determined that the
current movement is of minor importance,
to be followed presently by an upward
swing and by renewed prosperity. If, on
the other hand, the downward turn finds
its cause in weak and unsound economic con-
ditions, it may just as readily be determined
that what is under way is a major move-
ment of business adjustment, in which' basic

changes may compel a continuing reaction, -

until trade activity and prices are alike on
a scale in keeping with altered conditions.

RAILROAD ECONOMIES

In commenting on the plan which
executives of some of the leading rail-

roads are considering to reduce the
working week of their shop forces from
six to five days, the current letter of the
National City Bank of Chicago says:

Each case has to be judged on its merits
with respect to the traffic conditions of each
road and how far they are similar to those
encountered by the Reading, Baltimore and
Ohio, and other roads which have already
taken such action. Several roads have re-
duced their working forces so as to lower
operating expenses.

A survey made recently disclosed 300,000
freight cars in good condition, but “waiting
for business.” There were said to be in ad-
dition about 5000 locomotives idle on sidings
or in roundhouses. These figures may have
changed since then, but the fact is that, with
business in its present volume, the railroads
just now have more equipment . than they
can use profitably. :

Enormous additions to rolling stock were
made last year, and the railroads were put
in the best physical condition ever shown.
The ‘result is that they are equipped to
handle a much larger volume of traffic than
is being offered. Under such conditions it
is natural for the New York Central, the
Pennsylvania, and other important roads to
reduce their working forces in the dull sea-
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N interesting example of the adaptability of Indiana
Limestone to sculptural treatment is shown in the
illustration of the Carved Group which terminates the bay
over the main entrance of the Education Building, Uni-
versity of Illinois, at Urbana, of which James M. White
is the Supervising Architect.

Tl IEY

The figure holding the sphere symbolizes Science and
the one with the lyre represents the Arts. Between them is
the Book of Knowledge, of which Science and Art are the
sponsors. The Lamp of Learning is so located as to illumi-
nate the Book of Knowledge.

n.

:ﬁ-

Symbolic figures in Indiana Limestone used in buildings

of the same material afford orna- 7
mentation that maintains harmony M 17}

g of design, and furnish a means of T
> . ) The Pyramids remain today
i expressing perfectly the ideals for  as permanent evidence that
which a building stands. Hmestome is the world's most

2 Our handsomely illustrated booklet which tells the story of Indiana
Limestone will be sent free upon request. Address, Indiana Lime-
Istone Quarrymen’s Association, Box 758, Bedford, Indiana

A"
PN

~ BuiLD THE NATION SECURELY

The NATIONS BUILDING STONE
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son, as the earnings of a great employing
corporation may be easily jeopardized by
maintaing an expensive organization beyond
the period when it is actually needed. It
will be difficult, of course, for the railroads
to reduce wages, but today it ought not to
be difficult to convince labor leaders as to
the folly of forcing a further advance in
railroad pay.

A NEW BUSINESS INDEX

A new business index, described as
“the most simple and reliable single in-
dicator we have of conditions in in-
dustry and general business,” is pre-
sented by the Cleveland Trust Company
in its midmonth Business Bulletin for
June. :

The index is the percentage of pig
iron furnaces in active operation to the
total number of furnaces in the country.
The average or normal is 60 per cent.
of blast furnaces in blast. When the
proportion of active furnaces rises above
60 per cent., business is active and pros-
perous. When there is a decline below
the normal line of 60 per cent., depres-
sion and slow business are indicated.
The bank says:

At the present time only 45 per cent. of
the blast furnaces in this country are in
blast and producing iron. The rest have
been blown out and are inactive. As recent-
ly as two months ago 65 per cent. of all
the blast furnaces were active. During
thirty years there have been seven previous
periods when the percentages have fallen as
low as they are at present.

A drastic reduction of activity in iron
and steel has been the most important de-
velopment in the business situation during
the past month. Because of the basic
nature of the iron and steel industry, its
rate of output is a barometer of conditions
in manufacturing and general business.
When iron and steel output increases busi-
ness improves, and when production de-
creases, general prosperity declines. This
has been true for 100 years past, and the
old rule still holds good.

The most important single question of
general business at the present time is
whether this condition is likely to continue
for an extended series of months, or
whether it is likely to be of only short dura-
tion. Unfortunately it does not seem likely
that there will be resumption of anything
like full capacity. Operations probably will
be conducted during the balance of this
year on a reduced scale. This does not mean,
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HIS BANK offers com-
plete facilities for the
transaction of every kind
of banking business.

Collections made promptly and
on favorable terms on every
part of the world

Foreign Exchange Bought
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Commercial and Travelers’
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Correspondence and

inquiries invited
Capital - $3,000,000

Surplus and
Profits - 9,000,000

E. F. SHANBACKER
President
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NATIONAL BANK
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Wall
¢ down the lakes.”

send those dra

Capital and Surplus

DOWN THE LAKES

If you stood on the Buffalo Harbor Break
you would see boat after boat coming
They are carrying im-

mense quantities of grain, iron ore, copper
ore and other raw materials into Buffalo.

The financial end of a lot of that business is

handled throu fgh drafts and the best place to
t

s is the

MARINE TRUST COMPANY
OF BUFFALO

- $20,000,000.00

however, that there is any prospect of such
a general shutting down as the industry
suffered in 1921.

WAGES AND COST OF LIVING

“The continued advance in wage
scales during the last year has been one
of the most peculiar, and at the same
time one of the most significant, busi-
ness developments of the period,” says
the current number of the Guaranty
Syrvey, published by the Guaranty
Trust Company of New York. ‘“This
advance has proceeded in spite of the
general industrial reccssion and declin-
ing price level which characterized the
greater part of the year. Considered
in connection with the changes in busi-
ness activity, commodity prices and the
cost of living, the fluctuations in wage
scales throw a strong light on the broad-
er aspects of the general economic sit-
uation.” The Survey continues:

During the greater part of the period
since the spring of 1928, the trend of the
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general level of commodity prices has been
distinctly downward. Such a trend is com-
monly characterized by narrowing profit
margins, smaller trade volume, and reduced
demand for labor, with a consequent decline
in wage levels. The peculiarity of the sit-
uation during the last year lies largely in
the relation between the movements of dif-
frent groups of commodity prices, which
has been such as to prevent a general dras-
tic reduction of profit margins. While wage
levels, representing one important group of
costs, have been high, the prices of raw ma-
terials and other producers’ goods, repre-
senting another group of costs, have declined
with relative rapidity.

Moreover, it must be remembered that
wages, which are a part of production costs
on the one hand, represent consumers’ pur-
chasing power on the other; so that high
wage levels, while tending to restrict profits,
at the same time operate to stimulate con-
sumers’ demand and to sustain a large
volume of trade. It appears that this ten-
dency has made itself felt during the last
year. The record of sales at retail, the
amount of railroad freight traffic, and the
general firmness of retail commodity prices
lend support to this conclusion.




Eastern States

Comprising New York, New Jersey, Pennsylvania and Delaware

CONVENTION DATE

Delaware—at Rehoboth, September 4.

GRACE NATIONAIL BANK OPENED

The Grace National Bank, a successor to
W. R. Grace & Co.’s Bank, New York,
opened recently in the same building on
Hanover Square formerly occupied by its
predecessor. This change to a national-bank
was made, according to J. A. Allis, first
vice-president, in order to make available
to manufacturers and shippers in this coun-
try, who can make use of a very complete
foreign service, the extensive foreign con-
nections of this bank, particularly in.South
America.

The capital of the new institution is $1,-
000,000, and the surplus $1,500,000. Deposits
approximate $8,000,000, loans and discounts
$6,600,000, and aggregate resources $12,-
809,000.

Officers of the Grace National Bank are:
J. Louis Schaefer, president; J. A. Allis,
first vice-president; F. J. Wheeler, vice-
president; H. J. Roig, vice-president; R. F.
C. Benkiser, cashier; E. L. Holtermann,
assistant cashier; L. E. Ziegener, trust of-
ficer; F. J. Oehmichen, manager foreign de-
partment, and J. A. Conway, assistant vice-
president.

The directors are: H. C. Bellinger, Gale
H. Carter, David Dows, W. R. Grace, D. S.
Iglehart, W. H. La Boyteaux, George O.
Muhlfeld, J. E. Rousmaniere, J. Louis
Schaefer, J. Norrish Thorne and J. A. Allis.

A. 1. B. GRADUATES NINETY-THREE

The Class of 1924, New York Chapter,
Inc., American Institute of Banking, held its
commencement exercises on June 6 at the
Brick Presbyterian Church, Fifth avenue
and Thirty-seventh street, New York. The
principal address was delivered by Lewis
E. Pierson, chairman of the board of the
Irving Bank-Columbia Trust Company.

Besides the presentation of graduation
certificates to a class of ninety-three, the
following awards were made: Cannon Prize

—Robert
Columbia

H. Elmendorf, Irving Bank-
Trust Company. First Year
Standard Course Prize—Marion Turner,
American Institute of Banking. Second
Year Standard Course Prize — Walter
Niklaus, Banca Commerciale Italiana. Third
Year Standard Course Prize—Morris Bern-
hard, Union Trust and Hudson County
National Bank, Bayonne. The Charles F.
Minor Prizes were presented to Mabel
Williams, Guaranty Trust Company, first;
Albert C. Strong, Bowery Bank, second.

LOGAN C. MURRAY

Logan C. Murray, a founder of the
American Bankers Association, died at his
home in Princeton, N. J.,, on June 1. He
was 79 years old. Mr. Murray formerly
was associated with the Harriman National
Bank of New York. He was born in Clover-
port, Ky. His great-grandfather, Benjamin
Loring, was one of Daniel Boone’s com-
panions, and his grandfather, Colonel John
Allen, was a lawyer who, with Henry Clay,
defended Aaron Burr at the latter’s trial
for treason.

In 1874, Mr. Murray met with seventeen
other bankers in Barnum’s Hotel, in New
York City, and organized the American
Bankers Association. Mr. Murray was
president of the United States National
Bank and a director of the Louisville &
Nashville Railroad. He was a member of
the Union and Union League clubs of New
York and a trustec of the Princeton Theo-
logical Seminary and the American Bible
Society. He was a graduate from Princeton
in 1866.

WESTINGHOUSE EILECTRIC CAPITAL
INCREASED

At the recent annual meeting of the West-
inghouse Electric & Manufacturing Company
the stockholders voted to increase the capital
stock from $125,000,000 to $200,000,000, the
increase to consist of common stock. Presi-
dent E. M. Herr stated that the officials
have no intention of issuing any of the new
stock in the near future. The purpose of
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Who is the Company?

— STOCKHOLDERS OF —

AMERICAN TEL.& TEL.CO.

N April 1st, 1924, the stockholders of the

American Telephone and Telegraph Com-
pany numbered more than 300,000—more than
twice the number recorded on the company’s
books less than three years before.

The average number of shares held ten years
ago was 62. Today it is 25. Of the present
stockholders of record, more than 80% own
25 shares or less each, and more than 35% own
5 shares or less each.

Of all American corporations, the company
has the greatest number of stockholders, and
none has its shares more widely distributed.

Safety of principal and attractiveness of return
explain this nation-wide ownership.

A. T. & T. stock pays 9% dividends. It can be
bought in the open market to yield over 7%.
Write for pamphlet “Some Financial Facts.”

3ELL TELEPHONE
SECURITIES CO. e

D.F. Houston, President
195 Broadway NEW YORK

**The People’s
Messenger”




JULIAN P. FAIRCHILD, Vice-President
WILLIAM J. WASON, JR., Vice-President
HOWARD D. JOOST, Vice-President
THOMAS BLAKE, Secretary

- ACCOUNTS INVITED

BROWER BROWER & BROWER, Co‘unsel
INTEREST ALLOW'ED ON DEPOSITS
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Kings County Trust Company

City of New York, Borough of Brooklyn
Capital $500,000 Swplus $3,500,000 Undivided Profits $319,000

JULIAN D. FAIRCHILD, President

CLARENCE E. TOBIAS, dssistant Secretary
ALBERT 1. TABOR, dssistant Secretary

J. NORMAN CARPENTER, Trust Officer:
ALBERT E. ECKERSON Aduditor

the increase, he said, was to have the stock
available in view of the rapid development
of the business and the rapid changes in
the requirements of the company.

L. A. Osborne and H. P. Davis were
elected directors, succeeding James C. Ben-
nett and William H. Woodin. The other
directors were re-elected.

Loyal A. Osborne is vice-president of the
Westinghouse Electric & Manufacturing
Company and president of the Westing-

H. P. DAVIS

house Electric International Company. Mr.
Osborne has been with the Westinghouse
Company almost continuously since 1891.
His unusual ability to do original and con-
structive work led to his steady advance-
ment with the company. As one of those
who contributed largely to.the building of
the present Westinghouse Company, he has
received international recognition for the
excellence of his work, and has become one
of those to whom leaders in industry have

L. A. OSBORNE

Newly elected directors of the Westinghouse Electric & Manufacturing Company.
They are both active vice-presidents of the company
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The Corporation Manual

Twenty-fifth Edition, 192,

A systematic arrangement of the stat-
utes affecting both foreignand domes-
tic business corporations in all states.

The Uniform Stock Transfer Act.
The Blue Sky Laws.

The Anti-Trust Laws.

Forms and Precedents.

United States Corporation Company

65 Cedar Street, New York

turned for advice and assistance in times of
difficulty.

Harry Phillips Davis is viée-president of
the Westinghouse Electric & Manufacturing
Company, in executive charge of all the pro-
duction and engineering undertakings of this
company. Like Mr. Osborne, Mr. Davis has
been with the company since 1891. He has
given most of his attention to the perfection
of so-called supply apparatus, and has to his
credit a list of seventy-seven patents cover-
ing all phases of electrical apparatus.

The Westinghouse Company has issued a
short historical booklet, “Forty Years Ago,”
commemorating the passing of forty years
since its founder, George Westinghouse,
identified himself with the electrical in-
dustry.

TREMAN ELECTED PRESIDENT BY
STATE BANKERS

Charles E. Treman, of Ithaca, N. Y., has
been elected president of the New York
State Bankers Association, William S.
Irish, Brooklyn, vice-president; William S.
Folk, Troy, treasurer; and Edward J.
Callion, New York, secretary.

BANKERS OFF ON EUROPEAN TOUR

On Wednesday, June 25, a party composed
of many bankers and business men of the
country and their families set sail on the
S. S. “Berengaria” for a tour of Europe,
under the guidance of Lifsey Tours,
Inc. Listed among the bankers were Louis
J. Albertsen, cashier Herget National Bank,
Pekin, Ill.; Noyes E. Alling, chairman of
board City National Bank, Bridgeport,
Conn.; Henry F. Eidmann, president Hal-

sted Street State Bank, Chicago, Il.; John
B. Forsyth, vice-president Chatham &
Phenix National Bank, New York; John
Leh, director Merchants National Bank, Al-
lentown, Pa.; W. V. Lifsey, president Lifsey
Tours, Inc., New York; Thomas E. Logan,
director City National Bank, Bridgeport,
Conn.; Andrew H. Mars, vice-president
Fidelity International Trust Company, New
York; Walter W. Moyer, director Pennsyl-
vania Trust Company, Reading, Pa.; J.
Clarence Parsons, president Farmers &
Mechanics National Bank, Phoenixville, Pa.;
Charles A. Saxton, vice-president Bankers
Trust Company, Norwich, Conn.; Robert
D. Scott, vice-president Chemical National
Bank, New York; J. C. Shaw, director City
National Bank, Bridgeport, Conn.; Ben-
jamin E. Smythe, former president New
York Bankers Association, now associated
with Chase National Bank, New York;
Harry G. Webster, director Springfield
National Bank, Springfield, Mass.; William
C. Wiechmann, director American State
Bank, Saginaw, Mich.; Cornelius P. Young,
director County Trust Company, White
Plains, N. Y.

GENERAL MOTORS CHANGES

Stockholders of the General Motors Cor-
poration at a special meeting in Wilming-
ton, Del., on June 16 approved certain
changes in the charter of the company call-
ing for a reduction in the number of shares
of the company’s common stock outstanding,
and also for simplification of the capital
structure of the organization.

As a result, the company will issue 5,161,-
600 shares of new common stock in exchange
for the 20,646,400 shares of no par value
common stock now outstanding. One share
of the new will be given for each four
shares now held.

The amendments also call for the consol-
idation of the three issues of senior stocks
uow outstanding into one issue of 7 per
cent. preferred. Under the plan proposed
by the management, holders of the present
6 per cent. preferred stock and 6 per cent.
debenture stock may exchange their holdings
for the new 7 per cent. preferred stock
upon payment of an additional $10 for each
share of stock now held. Holders of the
present 7 per cent. debenture stock may ex-
change their holdings on a share for share
basis for the new 7 per cent. preferred stock.

The amendments also provide for an
authorized capital common stock issue of
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10,000,000 shares, of which 5,161,600 shares
will be outstanding, and 15,769,844 shares of
7 per cent. preferred stock, of which 1,099,-
160 shares will be outstanding.

BANKERS INCREASE GERMAN
CREDITS

The International Acceptance Bank, Inc.,
New York, announced on June 20 that ne-
gotiations had just been completed with Dr.
Schacht, under which the American banking
syndicate, headed by the International Ac-
ceptance Bank, Inc., has increased from $5,-
000,000 to $25,000,000 the rediscount credit
granted to the German gold discount bank
some time ago. All the banks constituting
the first syndicate are interested in the
new credit, but the group has been widened
so as to include a larger number of banks
outside of New York. The syndicate con-
sists now of thirty-four banks covering the
main centers of the United States, from the
Atlantic to the Pacific.

As under the earlier credit, the syndicate
agrees to rediscount for the German gold
discount bank German dollar trade bills
running no longer than ninety days and pay-
able in dollars in New York; these bills, in
addition to two commercial names, must
bear the endorsement of a German bank
and that of the German gold discount bank.

CORN EXCHANGE BANK ENLARGES
BRANCH

The Corn Exchange Bank Building at
Broadway and Spring street, New York, a
one-story structure, is to be enlarged by the
erection of a seven-story addition. This
will be brick and steel, with limestone trim,
and will be used as office space.

IRVING BANK OPENS BRANCH
IN BRONX

The new Hunt’s Point office of the Irving
Bank-Columbia Trust Company, at Southern
Boulevard and 163d street, New York, was
opened on June 23. More than 6500 invi-
tations had been issued to leading members
of the Hunt’s Point community. Harry
Weiss, assistant secretary, will be in charge
of the office.

- NEW COAL AND IRON BANK
DIRECTORS

At a meeting of the directors of The Coal
and Iron National Bank, New York, held
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on June 11, Marcus L. Bell, vice-president
and general counsel of the Chicago, Rock
Island and Pacific Railroad, and Frank
Burns, president of Burns Brothers, were
elected to the board. Mr. Burns succeeds
his father, M. F. Burns, deceased.

F. J. H. SUTTON CELEBRATES
TWENTY-FIFTH ANNIVERSARY

F. J. H. Sutton, who in 1899 obtained a
position with the Guaranty Trust Company
as a messenger and is now a vice-president
of that institution, recently received congrat-
ulations from his many friends in all parts
of the country upon completion of twenty-
five years of service.

NEW DIRECTOR FOR FIFTH
AVENUE BANK

At a meeting of the board of directors of
The Fifth Avenue Bank of New York, held
May 21, John I. Downey, president of John
1. Downey, Inc.,, was elected a director to
fill the vacancy caused by the recent death
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Capital paid up .
Reserves . . .

UNION BANK OF SWITZERLAND

(UNION DE BANQUES SUISSES)

Swiss francs 70,000,000
Swiss francs 16,000,000

St. Gall ZURICH

Aarau, Basle, Berne, Geneva, Lausanne, Lugano,
Locarno, Vevey, Chaux-de-Fonds etc. etc.

The Bank will be pleased to handle your Swiss business, such
as collections, commercial credits, at competitive rates.

Correspondence Invited

Winterthur

of Alfred H. Smith, late president of the
New York Central Lines.

Mr. Downey, in addition to being presi-
dent and general manager of John 1.
Downey, Inc, is a director of the Bankers
Trust Company and vice-president and
trustee of the Franklin Savings Bank.

ACCEPTANCE BANK STATEMENT

The statement of condition of the Interna-
tional Acceptance Bank, Inc., New York, as
of June 80, 1924, shows total resources of
$79,499,385; capital and surplus fully sub-
scribed $15,250,000; capital paid in $10,250,-
000; and undivided profits $2,155,257. A
condensed statement follows:

RESOURCES
Stockholders’ uncalled liability........ $ 5,000,000.00

Cash on hand and due from banks..$ 4,065,543.31
Call loans secured by acceptances 4,300,000.00
Acceptances of other banks.... .. 3,933,209.99
U. S. Government securities. 14,360,965.13
Collateral loans ................ 6,614,891.91
Other loans and advances 8,618,002.15
Other bonds and securities .. .. 6,563,148.562
Customers’ llability for acceptances

(Less anticipations) .................. 27,234,017.28
Customers' llabllity under letters of -

credit 4,673,930.68
Accrued interest recelvable and

other assets ... 246,686.22
$79,499,385.19

LIABILITIES

surplus fully sub-
$15,250,000.00

-..$10,260,000.00
2,156,267.82
148,679.44

Capital
scribed

Capital paid In
Undivided profits .......
Reserve for taxes, etc
Due to banks and customers. 33,814,768.66
Accptances outstanding .... .... 28,456,858.59
Letters of credit ... 4,673,930.68

$79,499,385.19
WINS KRECH TROPHY CUP

With four members of its team making
the course below ninety and the fifth mak-
ing a ninety-one, the Chase National Bank’s
golf team was awarded yesterday the Alvin
W. Krech trophy cup for the balance of this
year as a result of a tournament held at the
Siwanoy Golf Club. The winning team’s
score was F. H. Gates, 84; H. L. Nichols,
88; R. W. Hubbell, 88; F. H. Ecker, 88,
and Reeve Schley, 91. The team won 209
points, against 150 for the Guaranty Trust
Company team, 134 Equitable Trust Com-
pany, 118 Federal Reserve Bank, 82 Chem-
ical National Bank, 57 National City Bank,
and 52 Irving Bank-Columbia Trust Com-
pany.

James I. Bush, vice-president of the
Equitable Trust Company, turned in the

and
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best gross medal score with a 77. D. H.
Barrows, secretary of the Federal Reserve
Bank, and Thomas Sherman, vice-president
of the State Bank, both scored .78.

NEW QUARTERS FOR INDUSTRIAL
FINANCE CORPORATION

The Industrial Finance Corporation of
New York moved on- June 2 from the
Kuhn-Loeb Building, 52 William street,
where it has been for the past ten years, to
the Pershing Square Building, Park avenue
and Forty-second street, where it will oc-
cupy the southern half of the sixth floor.

“REVENUE ACT OF 1924”

. The Guaranty Trust Company of New
York has issued a booklet entitled “Revenue
Act of 1924,” covering the new Federal Tax
Law, and containing a sixty-page summary
of the income tax provisions of the law, an
income tax chart, explanatory summaries
covering the estate and gift tax, and the
various excise and stamp taxes, as well as
the full text of the Act.

THE BANKERS MAGAZINE

NATIONAL CITY COMPANY ISSUES
' PAMPHLET

The National City Company has prepared
a pamphlet entitled “New York, the
Metropolis,” describing the various striking
aspects of the country’s greatest city.

GEORGE 1. SKINNER

Formerly Superintendent of Banks of New York
who is now active vice-president of the Manu-
facturers Trust Company, New York

SKINNER JOINS MANUFACTURERS
TRUST COMPANY

George I. Skinner, former superintendent
of banks of New York, has now joined the
Manufacturers 'Trust Company of New
York as active vice-president and assistant
to the president. He was a director of the
trust company.

DIVIDENDS DECLARED

The American Exchange National Bank,
New York, declared the regular quarterly
dividend of 4 per cent., payable July 1 to
stockholders of record on June 24.

A quarterly dividend of 8 per cent., and
an extra dividend of .1 per cent. from
accumulated earnings Lave been declared on
the capital stock of the Bank of the Man-
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CONSULT A SPECIALIST

Banking and Engineering cover vastly different fields, but the
bank executive and the engineer both offer special service in their
particular fields.

Our specialty is Bank Ventilation, and a wide experience in
meeting architectural conditions peculiar to bank buildings has
enabled us to guarantee proper ventilation and entire satisfaction
wherever our systems are installed.

A descriptive booklet containing a list of foremost banks. which
are equipped with Gerdes Ventilating Systems will be sent upon

request.

Theodore R. N. Gerdes, M. E.

Engineer, Manufacturer, Contractor

105-107 Bank Street, New York City
Telephone Watkins 1808
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hattan Company, New York, payable July
1 to stockholders of record at the close of
business on June 20, 1924. This is the 249th
dividend to be declared by this bank.

At a meeting of the board of trustees of
the Bank of New York & Trust Company a
dividend of $5 a share was declared, pay-
able July 1 to stockholders of record on
June 20.

The board of directors of the Bankers
Trust Company, New York, has declared the
regular quarterly dividend of 5 per cent,
payable July 1 to stockholders of record on
June 14, 1924. John W. Staley, president of
the People’s State Bank of Detroit, has
been elected a director of this bank.

The Brooklyn Trust Company, Brooklyn,
N. Y., has declared un extra dividend of 3
per cent. and a quarterly dividend of 6 per
cent., both of which were payable July 1 to
stockholders of record on June 26.

The Central Union Trust Company, New

York, has declared a quarterly dividend of
6 per cent., payable July 1 to stockholders
of record on June 23.

The Chase National Bank, New York,
declared a quarterly dividend of 4 per cent.

on the capital stock of the bank, and the
Chase Securities Corporation declared a
dividend of $1 per share on the capital stock
of the corporation, both being payable July
1 to stockholders of record June 17.

The Chatham and Phenix National Bank,
New York, has declared the regular quar-
terly dividend of $4 per share, payable
July 1 to stockholders of record June 16.

The Commonwealth Bank, New York, has
declared a semi-annual dividend of $5, pay-
able July 15 to stock of record July 1.

The East River National Bank, New
York, has declared a semi-annual dividend
of 6 per cent., payable June 30 to stock-
holders of record on June 26.

The Empire Trust Company, New York,
has declared a regular dividend of 3 per
cent.,, and an extra dividend of 2 per cent.,
payable on June 28 to stockholders of record
on June 21.

The Fifth Avenue Bank of New York has
declared a regular quarterly dividend of 6
per cent, and an extra dividend of 26 per
cent., both payable on July 1 to stockhold-
ers of record June 30. The extra payment
will bring the return for the year on that
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ending June 30, 1924, payable on that date
to stockholders of record June 20, 1924.

The Hanover National Bank, New York,
has declared a quarterly dividend of 6 per
cent., payable July 1 to stockholders of
record on June 21.

A quarterly dividend of 21, per cent., was
declared by the Hudson Trust Company of
New York, payable June 23 to stock of
record June 16. .

The Irving Bank-Columbia Trust Com-
pany, New York, has declared a quarterly
dividend of $3, payable July 1 to stock-
holders of record on June 20.

The Lawyers Title & Trust Company, New
York, has declared an extra dividend of 1
per cent., and the regular quarterly dis-
bursement of 2 per cent., payable July 1 to
stockholders of record on June 21.
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Central City office of the Corn Exchange National
Bank, Philadelphia, at 1510-12 Chestnut street,
which supr ! ts and completes the service
of the main office at Chestnut and Second
streets. Either office can be used, which-
ever is the more convenient

institution’s stock to 50 per cent. In 1923
an extra dividend of 20 per cent. was de-
clared at mid-year.

The Fifth National Bank, New York, has
declared a quarterly dividend of 21, per
cent., payable July 1 to stockholders of
record on June 23.

The First National Bank of Brooklyn has
declared a quarterly dividend of 8 per cent,,
payable July 1 to stockholders of record on
June 20.

The First National Bank, New York, has
declared a quarterly dividend of 15 per
cent., which includes the distribution by the
First National Securities Corporation. It
is payable July 1 to stockholders of record
on June 30.

The Fulton Trust Company, New York,
has declared a semi-annual dividend of 5
per cent., payable July 1 to stockholders of
record on June 26.

The Garfield National Bank of New York
has declared a quarterly dividend of 3 per
cent., payable June 30 to stockholders of
record June 24.

The board of directors of the Guaranty
Trust Company of New York has declared
a quarterly dividend of 8 per-cent. on the
capital stock of the company for the quarter

A quarterly dividend of 5 per cent. was
declared by the Mechanics & Metals Na-
tional Bank, New York, payable July 1 to
stockholders of record on June 21.

The Metropolitan Trust Company, New
York, has declared a quarterly dividend of
4 per cent., payable June 80 to stock of
record June 20.

Directors of the National City Bank of
New York have declared the regular quar-
terly dividend of 4 per cent. The regular
quarterly dividend of 2 per cent. and an
extra dividend of 2 per cent. were declared
on the National City Company stock. The
dividends are all payable July 1 to stock-
holders of record June 14.

The National Park Bank of New York
has declared a quarterly dividend of 6 per
cent., payable July 1 to stockholders of
record on June 23.

The Seaboard National Bank, New York,
has declared its regular quarterly dividend
of 4 per cent., payable July 1 to stock of
record June 24.

The State Bank of New York, has de-
clared a .quarterly dividend of 4 per cent.,
payable July 1 to stockholders of record on
June 20.

The Title Guaran