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Editorial Comment. ... . ...

LOOKING TOWARD INDUSTRIAL PEACE - - .o

E Watson-Parker Act for the ad-

I justment of railway labor disputes,

through a board of mediation which
the act sets up, must be regarded as an
important step toward industrial peace.
Five members of the Board of Mediation
are to be appointed by the President, by
and with the advice of the Senate. It is
provided that “No person in the em-
ployment of or who is pecuniarily or
otherwise interested in any organization
of employes or any carrier shall enter
upon the duties of or continue to be a
member of the board.” It will be seen
that the purpose of the act is to set up
an impartial agency of mediation, inde-
pendent of the roads or their employes.

Provisions of the new law are not
compulsory, but the services of the board
may be invoked or may be profferred in
cases where the parties in dispute have
failed in conference to reconcile their
controversies.

Arbitration machinery is provided for
in the act, but this again is not manda-
tory. But when arbitration has been
invoked by mutual consent, the final de-
cision of the arbitrators shall be binding.

This experiment of settling railway
disputes by a resort to mediation and ar-
bitration, instead of by the costly proce-
dure of a strike, will be watched with
great interest and in a spirit of hopeful-
ness. It would seem reasonable to sup-
pose, in all these contentions between
employers and employes, there ought to
be a common basis of fairness upon which
the claims of each party to the contro-
versy could be settled. The chances are
that such disputes can be settled more
promptly and more equitably in the

- PEE -
DRI TS R T

judicial atmosphere of boards of media-
tion and arbitration than in the heated
atmosphere engendered by a strike. The
latter being a qualified form of war, ad-
justments reached by this means are apt
to be of a temporary character. There
has been, generally, on one side or the
other, a yielding to superior endurance,
which is bound to leave a spirit of irri-
tation. Judicially settled, these contro-
versies need leave behind them no bitter-
ness if the mediators and arbitrators
faithfully fulfill their duties.

The results of this new law may be
of great importance, not to the railways
only, but to all leading branches of in-
dustry.

INCREASED WAGES IN THE
CONSTRUCTION INDUSTRY

GITATION for an increase of
Awages in the construction industry
is regarded in some quarters as
constituting a menace to continued ac-
tivity in that line. Should this demand
for increased wages be granted, and have
the result mentioned, its effects would
be far-reaching, since the prosperity of
so many other lines of industry is de-
pendent upon active construction.

The exceptional demand that has exist-
ed for some years for additional and
larger commercial structures, and for in-
creased housing accommodation, has
given to those engaged ia building an
opportunity of which they have not been
slow in taking advantage. Prices of
buildings, rents and wages have all been
on the upgrade for some time. It is but
natural that the workers in this industry

1



2 THE BANKERS MAGAZINE

should wish to share in what appears to
be a period of unexampled prosperity in
their line of work, and should ask for
increased wages.

Either because the cost of building
has hecame too bigh owihg to the rise
in wagag-and, Gosts of : materials, or be-
‘cayse, the demand. for housing accom-
mpdatiphs s, bedrt £iddy. well supplied
for the time being, there are some indi-
cations already of diminished construc-
tion activity. In view of this fact, any
demand for an increase of wages at the
present time might be inopportune. As
the trend of commodity prices has for
some time been downward, the agitation
for increased wages can hardly be based
upon an increase in the cost of living.

In estimating the economic situation
of the United States thoughtful observers
have for some time regarded the wage
situation as artificial and one that could
not be indefinitely maintained. Misgiv-
ings of this character are commonly
silenced by the reply that high wages are
a prime cause of our prosperity, and that
our trade and industry depend for ac-
tivity on the high standard of life which
good wages make possible. Undoubtedly,
this view contains much truth. But, un-
fortunately, experience has shown that
the prices of stocks, of lands, and of other
things do not forever go up without
coming down. It is a law applicable
also to the rate of wages.

THE HIGH COST OF GOVERN-
MENT

N interesting phase of American
Apolitics is revealed by the publica-
tion of the figures giving the cost

of conducting a campaign for the nom-
ination of a United States Senator in
the State of Pennsylvania. According
to these figures, the outlay for sclecting
a man to be voted for for this important
othce was approximately $1,500,000.
When it is considered that this repre-
sents only the expenditures of candidates

in the primary, and that the official ex-
penses of the primary and the costs of
the election are not included, it will be
seen that nominating and electing a
United States Senator is an expensive
luxury for even so rich a state as Penn-
sylvania. '

In this connection some interesting
speculations arise. One cannot refrain
from wondering what motives prompt-
ed some of the contributors to this
huge campaign outlay. Were they
moved solely by consideration for the
public good and friendship for the can-
didate whom they backed with their
money, or were their liberal contribu-
tions stimulated by a lively hope of
favors to come should their candidate
be nominated and subsequently elected?

The direct primary has been regarded
by its sponsors as a sure remedy for all
the real or imaginary evils that inhered
in the convention system of other days;
but if this political device calls for huge
outlays of money, which the candidates
themselves are unable to make, and which
must be furnished by their wealthy
friends, it would seem that the direct
primary may prove more obnoxious than
the convention system which it sup-
planted.

Another question inevitably arises,
and that is as to whether we get better
officials under the direct primary than
we did when candidates were named by
a delegate convention.

Looking over the present members of
the United States Senate, which un-
doubtedly contains some men of very
great ability, it can hardly be said that
they compare favorably with those of an
carliecr day. This may be due to the
direct primary or to other causes, but it
would scem to be a fair inference that
the direct primary involves so much ex-
pense and controversy that men of first-
rate ability are not inclined to engage
in a struggle involving so great an ex-
penditure of effort and money.

In seeking to reduce the high cost of
government, the present expensive meth-
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od of nominating candidates for office
may well be subjected to close scrutiny.

CONTROL OF CAPITAL AND
LABOR IN ITALY

the Italian Government, all labor

disputes arising in that country
must be submitted to arbitration, and for
this purpose special courts will be
created, with a new labor code added to
other legal codes, providing for penalties,
appeals, method of handling jurors, qual-
ifications of jurors, etc. The principle
of the new plan rests upon the assump-
tion that the government has the right
and power to control directly through
the new Ministry of Corporations and
the elaborate machinery of subsidiary or-
ganizations the entire productive life of
the country. In this view the nation’s
productivity is regarded as an essential
part of its patrimony, from which it fol-
lows that control over productivity should
be exercised by the government alone.
It is further held that “‘a liberal trade
union system, creating a state within a
state, is intolerable.”

While under the new plan arbitration
of labor disputes is compulsory, the gov-
ernment reserves the right to intervene
at any time for any purpose ““for the pro-
tection of national interests.”

It will be seen that the Italian plan for
composing labor troubles differs material-
ly from the law recently passed in the
United States creating a board of media-
tion for settling disputes between the
railways and their employes. In the
latter act arbitration is also provided for,
but it is voluntary, not compulsory as in
Italy. American workmen have gen-
erally rejected compulsory arbitration as
opposed to their freedom of action to
strike as a last resort.

Our experiment with mediation and
conciliation will be watched with great
interest. Undoubtedly, if possible, it
will be better to reconcile differences be-

UNDER a recent plan adopted by

tween employers and employes by con-
ciliatory methods rather than by a re-
sort to compulsion of any kind. But,
seeing the terrible implications of any-
thing like a general strike, the public may
decide that such a stern measure is neces-
sary if milder methods fail.

Industrial wars are costly and in the
end of little good to any one concerned
in them, and both “labor™ and “‘capital™
will gain by realizing their mutuality
of interest, and endeavor to get together
on common ground rather than to resort
to hostilities which in the long run are
pretty sure to be injurious to both sides
and decidedly harmful to the public.

COMFORTABLE POSITION OF
THE TREASURY

the fiscal year ending June 30

were so large that it was found
unnecessary to resort to borrowing in
order to meet current expenditures and
to retire some $300,000,000 of the short-
term debt which matured on June 15.
This is the first time since the Govern-
ment devised its plan of financing the
public debt left by the Great War that
quarterly borrowing has not been im-
perative. The indicated surplus at the
close of June was around $400,000,000,
and the probable reduction of the public
debt for the fiscal year about $850,000,-
000. Income tax payments have ex-
ceeded expectations, and late reports in-
dicate that the customs receipts for the
last fiscal year surpass all previous re-
turns from that source.

The situation above disclosed s
peculiarly gratifying in view of the fact
that there are large problems of re-
financing immediately ahecad of the
Treasury, and their handling will be
made easier by the present comfortable
position. In September of next year some
$2,568,000,000 of the Third Liberty
Loan bonds, drawing 414 per cent. in-
terest, will have to be taken care of, and

RECEIPT S of the Government for
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besides in the two-year period some $2,-
000,000,000 short-term Treasury notes
and certificates will mature, the interest
rate on these obligations being about the
same as on the bonds mentioned above.
There are besides over $3,000,000,000
of the Second Liberty Loan bonds which
are callable in 1927, but as these obliga-
tions do not mature until 1942, it is not
expected that the Treasury will be in a
position to take advantage of the oppor-
tunity of retiring any of these bonds until
after it has taken care of the earlier
maturities, which in themselves will make
large demands on the money market.

Should present fairly easy conditions
continue, it is expected that when re-
funding of the early maturities is effected
it will be possible to borrow at a lower
rate than the 44 per cent. which the
outstanding obligations generally bear.

Treasury financing has been rendered
comparatively easy of late because of
economy in Government expenditures,
prosperous business conditions and large
tax yields. The skilful handling of
Treasury operations by Secretary Mellon
has also been a factor of great importance
in maintaining a high degree of confi-
dence in the financial position of the
Government.

FARMERS AND THE BANKS

the proceedings of the conventions

of the American Bankers Associa-
tion must have noticed what a large share
of attention has been paid to the in-
terests of the farmers of the country.
That such a course should be taken is
obvious enough when it is recalled that,
despite the enormous growth of manu-
facturing in recent years, farming still
constitutes the most important single in-
dustry in the country. This fact makes
even the greatest banks very keenly alive
to the necessity of keeping this industry
on a profitable basis. Besides this general
interest on the part of the larger banks,

THOSE who have carefully followed

thousands of the smaller banking institu-
tions, located in agricultural districts, de-
pend upon the prosperity of the farmer
for their prosperity, and for their very
existence. That this view is not exag-
gerated appears from the fact that,
rather recently, hundreds of banks suc-
cumbed to adverse agricultural condi-
tions in their respective localities.

While the bankers have been helpful to
the farming interests through the associa-
tions of bankers, they have been even
more helpful through their close relations
with farmers as individuals. Conversing
with the editor of THE BANKERS MAGA-
ZINE a short while ago a banker gave
some striking illustrations of this fact.
He told of several instances where loans
had been made to farmers who, because
of crop failures, had been unable to repay
the loans or even to meet interest pay-
ments for two or three years. Instead
of foreclosing the loans, and making the
situation of these farmers worse, as might
have been done had the banker insisted
on a strict exercise of his rights, it was
decided, as the banker expressed it, “‘to
carry them along,” in the belief that
given time and opportunity they would
work out of their unpleasant situation.
Fortunately, in every case, they had been
able to do this out of a good crop during
the present year. Not only were they
able to pay up accumulated interest, but
were in a position to pay off the principal
of their loans.

The question arises as to whether the
bank in this action was not taking undue
risk. It was not doing so in respect to
the principal sums which the loans repre-
sented, for these were adequately secured
by a conservative valuation of the land
and improvements. The case is not quite
so clear with reference to long-deferred
interest payments. It is manifest that a
bank having large deposits payable on
demand must keep a large proportion of
its assets liquid in order to be always
able to meet the demand on its cash likely
to arise from this source. It would be a
matter of nice judgment on the part of
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the banker as to just how far he could
go in exercising forbearance toward his
tardy debtors. Obviously, if he tied up
a considerable portion of the bank'’s assets
in slow loans, trouble might ensue.

In the cases cited the banker knew his
dealers, had faith in their capability and
in their honesty. He took great satis-
faction in finding that his faith had
been vindicated. If such cases invariably
had such a happy ending, which unfor-
tunately they do not, bankers would be
disposed undoubtedly to exercise the
faith and forbearance evidenced in this
particular instance. From a strictly com-
mercial banking standpoint, these slow
loans on real estate are not looked on
with favor. But it is clear that in an
agricultural country like the United
States the banks must render the highest
degree of service in the most practicable
manner. The country banks have not
found it possible to condyct their opera-
tions strictly on the pure principles of
commercial banking, and have been com-
pelled to lend on real estate, and not in-
frequently these loans have turned out to
be exceedingly slow. In the case of
national banks, prior to the enactment of
the Federal Reserve Act, real estate
loans were forbidden, although by more
or less devious methods a way was found
to get around this prohibition. The Fed-
eral Reserve Act gave legal recognition
to the desirability of having the national
banks make real estate loans, and en-
deavored further to provide for these
loans out of the savings or time deposits
of the banks.

A striking illustration of the close re-
lations existing between the banks and
the farmers was afforded by a recent
Towa dispatch in the New York Times.
An instance was given where the stock
of a bank was owned to the extent of 85
per cent. of the total by the farmers of
the community. The dispatch went on
to say that this particular village had
never known hard times, being situated
in one of the richest farming communi-

ties of the state, where the farmers have
modern homes, tractors, radios and tele-
phones.

Bankers may not make much political
capital out of the helpful services they
render the farmer, but it is a safe guess
that the farmer gets more real help from
the banks than he can hope for from
Washington.

THE “GENERAL STRIKE™ IN
ENGLAND

“a general strike,” British charac-

ter and institutions have again vin-
dicated themselves in the eyes of the
world. Whether the palm of victory
in this memorable contest belongs to
the government or to the strikers
—or to neither side as is more probably
the case—the people of Great Britain
have once more shown their ability
to extricate themselves from a most
serious situation without that “wreck of
matter and the crash of worlds™ which
many feared. “The Monument” on Fish
Hill still stands, and the Landseer lions
still lie contentedly at the base of the
lofty Nelson column in Trafalgar
Square. The Derby has been run again,
cricket is going on as usual, and Lloyd
George never seemed more active. Stands
Scotland where it did.

Truly, the British Constitution—
which is not a document like ours, but
a collection of traditions and precedents
—has undergone a severe test, and has
demonstrated that it possesses remarkable
strength and flexibility. All this consti-
tutes a solid ground for confidence to
those who are disturbed by fears that
the ship of civilization is slipping from
its moorings. In England, at least, the
cables are firmly holding.

That the British people have been able
to weather this storm is a proof of their
solid qualities, their patience under trial,
and their indisposition to yield in the
face of threats however grave. Much

EMERGING from what was styled
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credit belongs to Stanley Baldwin for his
firmness and wisdom.

But, gratifying as are these evidences
of national stability, they do not settle
the coal strike nor the larger problem
of industrial conditions of which it was
but a part. The coal-mming industry in
Great Britain is admittedly sick, and sev-
eral other related industries are not in
a vigorous condition. Diagnosticians
differ as to the causes, and therefore as
to the remedy. Doubtless the destruc-
tion of wealth and purchasing power and
the enormous indebtedness brought about
by the Great War have been largely
responsible for the derangement of in-
dustry with which Great Britain has
been suffering for several years.

The suspension of the “‘general strike™
will afford a breathing-spell which it is
to be hoped will be utilized in finding a
path that may eventually lead out of
present difhculties.

THE MOTIVE OF BRITISH BANK
MERGERS

‘ ’{ 7 RITING in the June number
of THE BANKERS MAGAZINE,
Professor George W. Edwards

thus explains the motive which prompted

the merger of a number of the British
banks:

“The prime force which brought about
the amalgamation movement was the
need of unity in financing foreign trade.”

American banks have sought to achieve
the same end by uniting to form special
corporations for the purpose, though not
with much success. At present financing
of this character is largely in the hands
of a comparatively small number of the
big banks, operating in this country and
through branches abroad.  Probably,
should we ever rcach a position where
foreign trade is relatively of as much
importance to us as it is to the British
Isles, the amalgamation movement among
banks may be speeded up in this country

for the same reasons as operated in Great
Britain.

As a matter of fact, the increasing de-
mand for large loans to a single concern,
and other domestic banking requirements,
have acted but slowly in producing any
decided tendency toward banking con-
solidation. The chief financial centers
of the United States still have numerous
banks, few of them reaching anything
like the gigantic proportions of the mem-
bers of the “Big Five™ group in London.

Despite the merger of a number of
the British banks into a few large institu-
tions, a demand would seem still to
exist for a combination of some of these
great banks to form an even greater in-
stitution for financing foreign trade, or
at least for operating in foreign coun-
tries. Familiar examples are Lloyds and
the National Provincial Foreign Bank,
and the British Overseas Bank. Barclays
Bank (Dominion, Colonial and Over-
seas) is of a somewhat similar type.

The fact that the British banks have
found it desirable to consolidate for for-
eign trade purposes, and to organize
special types of institutions, may furnish
an instructive example which American
banks may find it profitable to follow
in the course of time. A consummation
of this sort is hardly to be expected
until there is a greater recognition of the
importance of foreign trade than now
generally prevails.

HISTORICAL BANK ADVERTIS-
ING

UMEROUS examples of what are
N known as “historical bank adver-

tisements” appeared in the June
number of THE BANKERS MAGAZINE, a
number that was itself historical, since
it commemorated the publication’s
cightieth anniversary.

This style of bank advertising has not
escaped the criticism of the modern finan-
cial advertising expert, who considers it
in the light of glorying too much in the
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past, and not giving due regard to the
demands of the present and future. If
a bank harped too continuously on its
history, this criticism would be valid;
but a bank, like an individual who has
reached a good old age, should be per-
mitted now and then to indulge in a bit
of reminiscence without justly incurring
censure. An honorable record, steadily
maintained for fifty years or longer, is
something in which a bank may take a
just pride; and while such a record does
not of itself make the future secure, it
does offer some assurance that those
charged with the present and future
management of the institution can hardly
escape its long and honorable traditions.
There have been exceptions, of course;
and some times rascals have bought a
bank with an honorable name and his-
tory for the purpose of trading on it and
concealing their dishonest and reckless
transactions. Fortunately, such cases are
rare. Generally, the good name of a
bank, established by long years of careful
and capable management, defying the
storms of time, constitutes a valuable
asset, and one which present managers
are jealous to preserve.

In looking over the ‘‘historical bank
advertisements” appearing in the June
number of THE BANKERS MAGAZINE, it
is believed they will be found rather
more attractive and interesting than the
ordinary bank announcement. The il-
lustration, not generally the modern
skyscraper, but some modest structure of
a bygone type of architecture, at once
attracts the eye; and the text, also, having
more latitude than the usual advertise-
ment, is found more readable and in-
teresting. :

Compared with many other nations of
the world, this country is yet in its youth,
and our banks, generally speaking, can-
not be expected to pride themselves so
much on age as do the banks of older
lands. Still, we have a fair number of
banks of a century and upwards, and
a still larger number of half that age
and more.

In selecting a bank, one would hardly
be guided by age alone; but, other things
being equal, the fact that a bank has
done business long and safely constitutes
an additional recommendation. It is
doubtless because of a recognition of this
fact that the older banks show a disposi-
tion to dwell with pride on their history.

AN UNRECORDED ITEM OF
AMERICAN EXPORTS

NE may scan the official move-
O ments of our foreign trade in
vain to find an item that never-
theless bulks large in its effects upon
world commerce. Reference is made to
the brains of America exported to various
countries to aid in rehabilitating their
shattered and demoralized banking and
currency systems. The most recent as
well as the most notable example is the
Dawes Commission, which after repeated
attempts in other quarters, all of which
had proved futile, finally effected a meas-
urable straightening out of the repara-
tions tangle, and set Germany on the
pathway to economic restoration and
financial health.

In surveying the work of our financial
and banking experts, in addition to the
Dawes Commission, the work of Charles
A. Conant, Jeremiah W. Jenks, H.
Parker Willis, Morgan W. Shuster and
Edwin W. Kemmerer will readily be re-
called. All these gentlemen and others
have done notable work in various quar-
ters of the world. In some cases their
efforts have been defeated, not because
their plans were unsound or impractic-
able, but because the governments con-
cerned were either unwilling or political-
ly unable to put the recommendations of
the experts into effect.

The selection of American financial
experts to devise sound and safe systems
of banking and currency is a recognition
of the fact that we have in this country
a number of men who have thoroughly
mastered the intricacies of banking and
finance, and are capable of giving prac-
tical counsel on these subjects.
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The doubt can not be dismissed as to
whether the views of these experts are
given as much credence at home as they
are abroad. Even the Federal Reserve
Act contains more of Bryan and Owen
than it does of any one of these recog-
nized banking authorities. But that the
prophet is not without honor save in his
own country is well known. In fact, the
advice of the man who really knows some-
thing about banking and currency is
rather lightly regarded by the American
Congress when it undertakes to legislate
on these subjects. Bankers themselves
often find their views regarded with
scant respect. Men who have devoted
their lives to special study of these in-
tricate subjects are generally dismissed
as theorists. But other countries, when
in need of expert assistance in reshaping
their banking and currency systems,
promptly turn to these authorities as their
safest guides. The credit these gentlemen
may thus gain by foreign recognition of
their abilities may cause them in time to
be more highly regarded at home.

STABILIZING THE UNSTABLE

certain in this world is a cause of

much perturbation to many noble
minds. Could they only succeed in
tying things to something fixed, their dis-
tress would be much assuaged. Prices
of farm products are subject to violent
fluctuations, not only over a series of
years, but annually, and not infrequently
between one season and another. It is
difhicult to see how this could be other-
wise, seeing the vast extent of territory
over which farm crops are produced, the
various factors that affect the demand
for these products, to say nothing of the
vagarics of the weather. With the best
information available, farmers cannot
relicve themselves of these uncertainties,
except to a limited extent. If there is a
large carry-over of wheat, corn, etc., for
one year, they may reduce the acreage of
the surplus crops, but with the uncer-
tainties surrounding production, they can

THAT things are fluctuating and un-

have little assurance of the wisdom of
such a policy. Its effects may be de-
feated by unexpectedly large yields per
acre, so that the reduced acreage fails to
curtail the total yield; or, on the other
hand, the crops may be so poor as to
bring a very inadequate return even
though the price obtained may be higher.

Various proposals have been put forth
to relieve the farmer of this uncertainty,
one of the most popular being that the
Government should take over the surplus
of any one year, and carry it along until
it can be marketed with a minimum of
loss.

The demand for relief to agricultural
producers rests upon the fact that agri-
culture constitutes one of the country’s
basic industries, and that practically all
lines of trade and industry are affected
by the prosperity of the farmer. If the
truth of this be conceded, a pretty good
case could be made out for other lines of
industry also of great importance and
subject to many uncertainties. Should the
Government stop with the relief of agri-
culture, or should it nurse other im-
portant industries that may be in tem-
porary distress?

It is true that in one respect the farmer
is worse off than those engaged in most
other lines of production and trade: his
operations are largely at the mercy of
the weather; but, probably, taking one
year with another, the losses sustained
by unfavorable weather are not much
greater than those arising from the vicis-
situdes to which other kinds of business
are subject. For one thing, the fashions.
do not much affect the business of farm-
ing. The farmer does not annually have
to study the styles before sowing his
wheat or planting his corn: people eat
about the same kind of bread year after
year. One engaged in many other kinds
of business must adjust his production to
the changing fashions, and the whims of
fashion match in variability the perform-
ances of the weather. But these are the
chances men must take who ergage in
business. Is it clear that the farmer is

[Continued on page 69]
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CAPITALISM—OR WHAT?

By CHARLES M. SCHWAB

HE attempt to establish a better

order of society—a more perfect

world—is a very old endeavor.
Socialism is not modern. There is no
social theory today that was not known
hundreds of years ago; many of them
have been tested in
isolated experiments
here and there. And'
all the time the great
mass of mankind has
progressed under one
system which we call
capitalism. All the
industrial advance of
the past centuries—
and it has been con-
siderable—has taken
place under the cap-
italistic order.

On the other
hand, every social-
ist community in
the history of the
world has proved to
be a failure. That
in itself is a very
significant fact. It
indicates, the writer
thinks, that the prin-
ciple of capitalism
is an enduring one,
sufficiently versatile to meet varying
human needs; and that the principle of
socialism, even when tried in small,
selected communities, is not applicable to
human nature for very long.

OPPOSING PRINCIPLES OF CAPITALISM
AND SOCIALISM

Essentially, these principles can be de-
fined as follows: Capitalism believes in
private ownership and a wage scale
graduated according to ability. Socialism
advocates public ownership of land and

CHARLES M. SCHWAB
Chairman Bethlehem Steel Corporation.

of capital with a level of wages that
remains in general the same, although it
is sometimes suggested that higher re-
wards should be paid for the more un-
pleasant work. There are, of course,
many forms of socialism and many
ramifications of this
idea. But the doc-
trines, the writer
thinks, are all con-
structed upon the
basis given above;
public ownership vs.
private ownership, a
general level of
wages vs. a wage ad-
justed to the indi-
vidual.

We are familiar
with the recent ex-
ample of govern-
ment control of the
railroads during the
war. It was a fail-
ure. Private owner-
ship has always been
more efficient than
public ownership.
The high degree of
efficiency in Amer-
ican industrial life
is due to the initia-
tive and competitive endeavor of the
American business man. And this ef-
ficiency, in turn, has been able to render
greater returns to owners, laborers and
customers.

In advocating public ownership, social-
ism says to the grocer’s clerk—who has a
dream perhaps of establishing some day
a great factory that will distribute its
products all over the world—socialism
says to that man: “You can’t do it. You
can’t own that factory. Those products
will not be your products, stamped with

9
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your guarantee and your reputation. But
we will give you a salary as a worker
and perhaps make you manager.” It is
submitted that the state that says that
to its citizens is crushing out a very
precious spirit—the spirit of achievement
that has made America the leading in-
dustrial country in the world.

THE QUESTION OF WAGES

Of course, the same indictment is true
of those who would establish a wage level
that is substantially the same for all
workers. We have today a wage system
based on ability. An individual is paid
according to his value. Who would have
it otherwise? Industry asks of the
American laborer only one thing—
ability. If he has that, her rewards are
great. The ranks of American business
men are crowded with those who started
their careers with no other talent than
the skill of their own minds and hands
and who have become leaders. Almost
all the railroad officials of today started
at the very bottom of their profession.
So common is this sort of thing that it
is taken for granted in America; no one
expresses any surprise when a man who
was an office boy forty years ago becomes
president of one of the largest corpora-
tions in the world.

The writer holds it to be true that
the fundamental principle of democracy
is to give all men an equal opportunity
for achievement according to their abil-
ity. Neither religious creed nor race nor
social rank are to be permitted to in-
terfere with this. In no sphere of life
does this democratic principle prevail as
in the economic world. The capitalistic
system in the United States is based
upon that idea.

CAPITALISM NOT PERFECT

By this it is not meant that the cap-
italistic system as it now stands is perfect.
This is far from being the case. There
are many abuses that can and must be
remedicd.  There have been manv
changes during the last few ycars that

were most desirable and that have abol-
ished a great deal of unfairness for which
the capitalistic system was once respon-
sible. These changes have been made
by experienced lawyers acting with the
help of able business men who realized
the responsibility of their task and could
be relied on to avoid hasty and ill-
considered measures that would be pro-
ductive of harm rather than of good.

Capitalism has grown with the human
race and is a product of human nature.
As human nature changes, so will capi-
talism be modified. A change in the
capitalistic system based on a false esti-
mate of human nature would only spell
disaster.

Our present system is based on re-
wards for individual efforts and attain-
ments. Socialism would disregard the
standards of the individual and establish
those of the group; men would be paid
on a basis of group mediocrity instead of
individual achievement. It is very doubt-
ful if ~en would work as well under
this system as they do today with the
incentive of an extra reward when their
work is particularly well done. During
the Industrial Revolution it was claimed
that the laborer sank lower with the
progress of industry. That is not true
today. Never in the history of the world
have the real wages of the worker been
a< high as they are now in the United
States.

THE TRANSFORMATION OF WORKMEN
INTO CAPITALISTS

The progressive changes that have
taken places under capitalism have been
spoken of. Perhaps the most important
of these is the gradual transformation
of workmen into capitalists. It must
be remembered that socialism was found-
cd on the concept of a class struggle
between the workers on the one hand and
the capitalists on the other. But it is
very difficult to make such a distinction
today. Every one who spends less than
he carns is a potential capitalist. His

[Continued on page 96]



INSTALMENT BUYING

By ALEx DUNBAR

has passed the academic stage.

Whatever may be said concerning
its merits or demerits, the problem is cur-
rent and constitutes a fact to be faced
and reckoned with. Retail sales in the
United States in
1925, according to
an estimate by the
Department of
Commerce amount-
ed to $37,000,000,-
000. Of this amount,
conservative esti-
mates approximate
$5,000,000,000 as
partial payment
sales. In other
words, about $1
worth of merchan-
dise out of every $8
worth purchased
during the year was
purchased on the
partial payment
plan.

The writer has
examined in detail
all that he could find
relative to this sub-
ject written during
the last two years,
and opinions of those whose judgments
are entitled to profound respect are as
far apart as the poles.

The automobile industry is almost as
a unit in favor of the idea. Many manu-
facturers in other lines which have
adopted the practice, report successful
experience with a minimum credit loss.
Other manufacturers decline to indulge
the idea on the ground that it is short-
sighted policy and a false stimulant to
business, which must finally be equalized
by depression. Economists and credit

THE question of instalment buying

ALEX DUNBAR

Vice-president and cashier the Bank of
Pittsburgh, N A., Pittsburgh, Pa.

associations are prone to look upon the
idea askance. Nowhere is there unanimity
of opinion.

The American bankers, in whose port-
folios the bulk of this paper (in some
form) must eventually rest, are scrutin-
izing the situation
carefully. In bank-
ing circles there is a
pronounced ten-
dency to regard the
indiscriminate pyra-
miding of this kind
of credit as a situa-
tion charged with
grave danger. Bank-
ers feel that undue
extension of this
kind of credit is con-
tributory to infla-
tion. They call at-
tention to the fact
that this $5,000,-
000,000 of partial
payment buying is a
“first lien™ against
the $23,000,000,000
of savings deposits in
the country, or al
most one-quarter of
the entire amount.

They direct atten-
tion to the fact that the purchasing power
of the American people exceeds their cur-
rent income by this $5,000,000,000 and
that this situation cannot exist indefinite-
ly. While they can see no immediate dan-
ger of a drastic situation, they point out
that if the rapid increase in retail credit
sales is maintained, it will encroach, to
a dangerous degree, upon the total
amount of savings carried by the Ameri-
can banks. That this would be an un- -
desirable and uneconomic situation will
be readily conceded.

11
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The bankers are asking themselves:

1. Is the practice of buying on time
payments proceeding along sound lines?

2. Is it a normal and healthy develop-
ment?

3. Does it constitute an excessive mort-
gage upon the income of buyers?

4. Should the practice be encouraged
or restrained?

NO DANGER AS LONG AS PROSPERITY
CONTINUES

The bankers agree that so long as the
buying power of America is sustained
through general employment at high
wages, the danger of forced liquidation
of this volume of credit is not immediate.
However, financial and economic experi-
ence shows that business travels in cycles
and that peaks are followed by depres-
sions.

The bankers are asking themselves
whether or not, if depression comes, the
forced liquidation of this volume of
credit will inflict hardship upon those
who buy and those who sell in this man-
ner, resulting not only in financial but
social disruption.

The bankers concur with the conserva-
tive opinion of industry that the present
tendency in various instalment lines to
reduce initial payments and to spread
subsequent payments over longer and
longer periods, in an effort to maintain
volume of sales, will precipitate trouble
by exhausting markets, with resultant
unemployment and industrial depression.

Many manufacturing concerns are ex-
panding their production facilities on the
basis of abnormal sales volume, created
under pressure of partial payments.
Many of these industrial expansions
themselves are financed by the issuance
of long term obligations, which can be
liquidated only from profits arising on
the present basis of production and sales.
Whether or not it is sound business to
discount the future in this manner is
questionable.

A substantial amount of the recent

financing of many large American con-
cerns has been by the sale of securities to
the general public, on capitalized profits
earned by partial payment sales. The
intrinsic worth of these securities depends
upon the maintenance of profitable mar-
kets, and, if these markets are forced too
rapidly, through discount of future earn-
ing capacity, it is obvious that the posi-
tion of these securities will be
jeopardized when the showdown comes,
through decline or exhaustion of buying
power.

There can be no authoritative conclu-
sions drawn from the present situation
until it encounters the seas of a business
depression. It is obviously unwise and
certainly uneconomic for America to
proceed to discount its future earning
power for indefinite periods in advance.
It is a delusion to conclude that true
prosperity is based on consumption today
of merchandise to be paid for from future
and problematical earnings. Whether or
not we are overloaded on this line of
credit will be definitely established when,
for any reason buying power substantial-
ly declines.

The fact must be faced that paying for
a dead horse is repugnant to human
nature. If America finds itself in a posi-
tion where earning power is curtailed,
commodities will then be bought for cash,
to the detriment of the obligations in-
curred through partial payment commit-
ments. That will be the testing time.

In the writer’s judgment, the safety
of the situation lies in the sagacity with
which the credit is extended. Hope and
optimism spring eternal in the human
breast. It is desirable that they should.
To what extent this hope and optimism
about the future financial status is jus-
tified is a matter for individual assess-
ment on the part of those who determine
credit risks, and there can be no uni-
versal rule.

One of the major faults of this credit
situation, as the writer sees it, is the in-
culcation in the mass mind, on the part
of eager scllers, of the idea that credit
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is almost a divine right. The blatant
way in which its use is urged lessens the
respect in which it should be held. Credit
is an asset which, to be valued properly,
must be earned. To bestow it promiscu-
ously will insidiously weaken the moral
fiber of the nation, because “what is
easily got is lightly treasured.”

The burden of proof seems to be upon
the credit men of America, to prove that
the buyer is not entitled to credit. Most
certainly the shoe should be on the other
foot. It should always be the province
of the buyer to establish his right.

I can see how retail merchants are
being forced into a situation which pre-
sents the alternative either of extending
large lines of credit or curtailing volume
of business. Seldom now do we see the
price of a commodity of considerable
worth advertised. Advertisements teem
with the statement or suggestion that the
article can be bought on ume. The re-
fusal (on the part of retail merchants) to
grant credit promiscuously not only cur-
tails their volume and profits, but also
tends to create ill will.

The fact that instalment buying paper
may be rediscounted by merchants
through finance companies, with or
without recourse, does not lessen in any
degree their responsibility to assay, with
meticulous care, the individual right of
the buyer to credit, measured by cold
financial judgment.

The loose granting of credit at the
point of sale, regardless of whether it
results in temporary profit and volume,
and regardless of whether or not there
is recourse on the merchant, is a vital
blow to sustained American prosperity.

Bankers, mark this well: If the credit
structure of America is “overloaded”
with paper representing merchandise
either wholly consumed or consumed be-
yond the value of the equity, then there
can be no question that we are headed
for a precarious situation. And the con-
trol of the situation, in the writer’s
judgment, rests primarily in the hands of
the bankers and retail sellers of America.

It is obvious—and no reasonable per-
son will deny the contention—that there
can be no standardization of credit. One
family may be perfectly justified by its
past reputation, earning power and
assets, to buy everything it needs on the
partial payment plan, while another
family with the same earning power may
be wholly unworthy of credit for the
same commodities.

In the eagerness to create markets for
immediate profits, and to absorb the ex-
tended productive capacity of America,
the dignity and responsibility of credit
has been cheapened. The writer deems
it the particular business of merchants
who sell direct to the public to eradicate
this erroneous conception.

There can be no legitimate indictment
for the extension of credit for the pur-
chase of anything where the right to
credit has been fairly earned by past per-
formance, and is supported by a “bal-
anced” family budget. The tragedy of
the situation is in making debt easy for
those who have neither the financial nor
the moral right to go into debt.

FUTURE EARNINGS OVERESTIMATED

This question does not involve honesty
to any appreciable extent. Business
statistics, wherever one looks indicate
clearly that the financial morality of
Anmerica is exceedingly high. It is safe
to assume, in this whole discussion, that
the will to pay predominates. The nub
of the situation hinges upon judgment
about the future. Self confidence, the
senior trait of America, should not be
permitted to roam unbridled in anticipat-
ing future earning power, which always
involves personal health and economic
conditions beyond individual control.
Men who are in the high places, observ-
ing the trend of conditions, who can sur-
vey the currents and cross currents of
production and consumption, should be
willing to stand firm on their judgment
against the inexperienced judgment of
the buyer who does not have the capacity
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or the opportunity to work behind the
financial scenes. It is the high duty of
bankers and merchants to American
prosperity to confine the opumistic im-
petuosity of the buying public within
reasonable and safe confines.

Experience has established that the
buying of certain commodities through
partial payments is highly desirable. It
would be platitudinous for me to prove
that the buying of a home through the
first or second mortgage, is highly desir-
able. The purchase of machinery which
will produce economies and pay for itself
through earned profits, needs no cham-
pion. For many years, equipment pur-
chases of the railroads, agricultural
machinery purchases by farmers, and
purchases of many other staple articles
which pay for themselves, have justifi-
ably been made on the partial payment
plan.

The number and scope of articles to
be included in the partial payment cate-
gory require the nicest kind of judgment.
There is no defense for this way of
buying luxuries, unless supported by
assets wholly independent of current in-
come. It is pertinent to observe that the
partial payment plan, in many depart-
ment stores, is merely the crystallization
into definite form of the long deferred
open book account.

The growing tendency of partial pay-
ment buying is indicated by a survey
of the Federal Reserve Bank of Boston,

_ which showed that the volume of instal-
ment sales in 1925 was double the volume
of such sales in 1924. Cash sales and
sales on charge accounts for the two
periods were about the same, indicating
that the instalment sales represented new
business.

PRINCIPLES WHICH SHOULD GOVERN

As previously stated, the bulk of this
time paper must be financed by the banks
and the banks’ attitude will, in the last
analysis govern the situation. The writer
has found no more concrete expression of

what he thinks to be the summary of
banking opinion as relates to the problem
than that expressed by the Kiplinger
Washington Agency, which thus tersely
sums up the general principles which
should govern instalment transactions:

(1) Instalment merchandizing should
be limited to:

(a) Articles which add to the earning
power of the purchaser, or to his per-
manent or semi-permanent assets.

(b) Articles which are necessary or
very useful.

(¢) Articles which involve a larger
outlay than the average purchaser is able
to make at one time.

(2) Down payments should be re-
quired in an amount:

(a) Sufhicient to cover the difference
between the first and second hand value
of the article, plus the dealer’s profit on
the transaction.

(b) Sufhicient to give the purchaser an
incentive to continue his payments.

(3) Periodical payments:
(a) Should never outrun the life of
the article.

(b) Should always exceed the deprecia-
tion in value of the article sold.

(4) Instalment transactions should be
entered into only after a careful credit
investigation has been made, and the
combined instalment obligation which the
buyer has to meet should not exceed 10
to 15 per cent. of his regular income.

The writer wishes also to emphatically
endorse a statement issued by the
United States Chamber of Commerce, in
a recent bulletin, which says:

“Competition for business among
credit companies in the form of larger
percentages or easier terms granted to
those from whom the instalment paper
or accounts are purchased is recognized
as a danger, and attempts are in process
to bring this element under control.”

[Continued on page 78]



WHY THE BANKER IS MISUNDERSTOOD

By FrRep W.

FTER all, most folks have one-track

Aminds. The average man knows

his own job reasonably well, but

he knows very little about the other fel-

low’s job. This situation, which is uni-

versal, creates unlimited misapprehen-
sions and misunderstandings.

When our telephone fails to function
100 per cent., we blindly blame the tele-
phone company, and sometimes become
vociferously indignant, and all the while
there may be a perfectly good reason for
the reduced “batting average,” and per-
" haps it may be our own fault.

When the housewife purchases a spool
of thread at a department store, asks to
have it “‘sent,” and it isn't delivered at
her home five miles away within the
next hour or two, she claims the store is
inefheiently run.

And when we have to wait on the
corner for a street car longer than two
or three minutes, we mutter with much
heat, ““What rotten service,” even though
the delay—if there is any—may be
caused by an automobile truck that has
stalled on the track—a contingency over
which the street car company, of course,
has no control.

A KNOWLEDGE OF THE OTHER FELLOW'S
BUSINESS WOULD HELP

If we all possessed a more intimate
knowledge of the inside modus operandi
of the telephone company, the depart-
ment store, the public service corpora-
tion, and other business organizations
with which we come in contact, we
would be far more patient than we are
when things go wrong, and less likely
to display our ignorance by quick and
unintelligent criticism.

Bankers come in for their share of
this promiscuous and gratuitous ‘‘chid-

ELLSWORTH
ing.” No doubt they deserve some of
it, for they are but human, but most of
the criticism is based on this same lack
of knowledge that inspires people to howl
about the service that the other fellow
gives them. For instance, the banker is
sometimes given credit for being hard
boiled. But, after all, is he? And if
he isn't, why isn't he?

THE BANKER'S PRODUCT IS DIFFERENT

In the first place, as a member of the
business community, the banker occupies
a position which is somewhat different
from that of practically all other busi-
ness men. The grocer, to illustrate, trades
with whom he pleases, gives credit
wherever he wants to, sells goods that
are his own to sell, and is responsible for
his profit and loss only to himself. The
same is true of the dry goods merchant,
the hardware man, the confectioner, the
pharmacist and even the professional
men like the physician, the dentist, the
lawyer, and the teacher.

The banker, on the other hand, is en-
gaged in “selling” a commodity which
has been left with him in trust by his
deposit customers, and he would indeed
be a poor banker if he did not exercise
the very maximum of care and discretion
in properly exercising that trust. If he
loaned money to everybody who asked
tor it, regardless of the ability to pay
it back, his bank would very soon be in
the hands of a receiver.

A business man, be his business great
or small, who conducts it on a sound
basis, keeps his financial position in good
shape, employs adequate capital, and has
personal character to back up his word,
has no trouble obtaining money at the
bank, and this type of business man never
is heard accusing his banker of being

15
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hard boiled. This accusation almost in-
variably comes from individuals whose
businesses are undercapitalized, or inef-
ficiently operated and who, therefore,
are not entitled to bank credit; and
toward such people if the banker isn't
hard boiled, he should be!

Fortunately most of those who seek
bank credit are of the former class, but
there are far too many “weak sisters,”
and these are they who carelessly and
bitterly criticise the banker for conserv-
ing and protecting the funds of his de-
positors by declining to make injudicious
and unsafe loans.

A TYPICAL TRANSACTION

Here is a sample transaction which is
duplicated repeatedly in every bank in
the country: A customer who has main-
tained an average balance of, say, $500,
with an occasional overdraft, calls on the
banker and applies for an unsecured loan
of $5000. A statement of his affairs is
asked for, and, after more or less trouble
and delay, is obtained. An examination
of the statement reveals the fact that be-
cause of limited capital, a surplus of past
due bills receivable, an excess of fixed
assets, with an overloaded line of bills
payable, he is not entitled to the loan
asked for. The banker tells him very
frankly just why he should not have the
loan, and suggests that he should get
more capital into his business. The in-
variable response is: “But I thought that
that was what a bank is for.” And then
the banker has to laboriously explain to
the customer that a bank cannot and
should not supply capital for its custom-
ers; that the bank’s job is to supply cur-
rent funds for temporary working capi-
tal; and that if the bank should supply
a borrowing customer with capital funds,
the bank in effect would be violating its
trust by using its depositors’ moncy for
investment in a private business and thus
taking all the unjustifiable risk that ac-
companies such an investment. This is
a simple story that the banker has to
repcat over and over again, because some

bank customers do not understand the
difference between current operating
funds and capital funds. That’s why one
occasionally hears a disappointed appli-
cant for a loan complaining that “the
fellows in the Steenth National Bank are
a bunch of ‘hard-boiled eggs.’ ™

THE SERVICE CHARGE ON UNPROFITABLE
ACCOUNTS

In recent years, bankers all over the
country by analyzing their commercial
accounts have discovered somewhat to
their chagrin that an account with aa
average daily balance of less than $100
causes an actual loss to the bank rather
than a profit. And so the barks in sev-
eral hundred cities, because it cbviously
is unwise and unsafe to transact business
at a loss, have decided to do the sensible
thing by making a nominal charge for
handling such unprofitable accounts.
Naturally when this glad news reaches
the depositors, their first impulse is to
regard the new charge as a “‘hold up.”
and they make their protests according-
ly. But when the banker Las a chance
to sit down quietly with his ct stomer,
and demonstrate to him that his account
averaging under $100 is an actual loss
of $1.12 a month, and that in charging
the customer 50 cents, the bank is merely
asking the customer to share the minor
portion of this loss, the customer is con-
pelled to agree that the charge is a fa.r
one.

IT COSTS MONEY TO TRANSFER FUNDS

A customer brings in a $1000 check,
drawn on a city 1000 miles distant, and
when he is told that he must pay an ex-
change charge of $1 he becomes indig-
nant. Of course he just doesn’t know
that the transfer of funds from one point
to another cannot be expected without
costing somebody something, and that if
he does not pay this cost his bank or
somcbody else will have to. The aver
age business man, engrossed in his own
particular line, knows nothing about the
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“transit problem,” and never gives it a
thought except when required to pay ex-
change on an out-of-town check. To
him a check is money and should be
worth par, when as a matter of fact it
is merely an order to pay and cannot
possibly be converted into Uncle Sam’s
currency for from three to six or eight
days, depending on the location of the
city on which it is drawn. If he is a
reasonable man he will accept the charge
as a just one, when it is explained to
him that by receiving immediate credit
for the full amount he is actually re-
ceiving from the bank good money—
although the bank will not receive the
actual cash for, say, a week or more.
If he is unreasonable, as some bank cus-
tomers occasionally are, he probably will
storm suggesting that the banker is a
grasping plutocrat, plus several kinds of
a “hard-boiled egg,” and maybe he will
change his account—only to find that
the other bank, when a similar transac-
tion arises, will have to make exactly the
same charge.

THE BANKER'S LONG HOURS

The man in the street, even though he
may have been a customer of a bank for
years, has the notion that the banker
has a perfect snap of a job—sleeps late
in the morning, gets down to his desk a
little while before noon, and leaves for
the golf links shortly after lunch. I'll
venture to say that ninety-nine people
out of every hundred have this idea; for
when one desires to express his opinion
of an easy job, he says, “That fellow
has bankers’ hours.” This is a sad sort
of a joke to those who are on the inside
of the counter, and who, therefore, know
that the bagker is at his desk practically
every day from half-past eight or nine,
until six or six-thirty, and that he has
a much longer working day than men
in almost any other kind of business, in-
cluding the trades and day laborers.

BANKERS ARE NOT PLUTOCRATS

Another fairy tale bankers have to

live down is that the average bank officer
is a millionaire. Every time there is a
“drive” for the Community Chest, or the
Red Cross, or a town auditorium, or a
gym for the Y. M. C. A, or any one
of a hundred other good causes, the
banker’s name goes down on the list of
“big donors.” And when out of his
relatively small stipend he makes a con-
tribution considerably less than the com-
mittee had assigned to him, he is likely
to be put down on the card as a tight-
wad.
BROADCAST THE FACTS

Now, what can be done to correct all
these misapprehensions? Must the banks
go along from year to year being mis-
understood by their customers and their
good friends, or shall they make some
sort of an effort to acquaint them with
the real facts? Of course it can’t be
done overnight, but it seems to the writer
that the solution of the problem is educa-
tion. No doubt one reason why custom-
ers are not as familiar with the economics
of banking is because bankers themselves
are not as well up in this subject as they
might be. A third of a century ago if
any one had suggested that a banker
should be well educated in the science of
banking and economics, the suggestion
would have been met with a very prompt
rebuff—especially by the banker.

Back in 1900 the American Bankers
Association, conscious of a genuine lack
of knowledge along these lines—par-
ticularly among the younger bankers—
established an organization which is now
known as the American Institute of
Banking. This institute during the past
quarter of a century has devoted itself
exclusively to the concrete and consistent
education of the banking fraternity; and
it is safe to say that as a result of this
program, those who are directing the
executive and administrative details of
banks today are infinitely better
equipped than has ever before been the
case in the history of the country.

There are today in the American In-
stitute of Banking nearly 60,000 mem-
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bers, 35,000 of which are enrolled in the
various financial courses which the insti-
tute provides, and are thus preparing
themselves to become the intelligent, cap-
able bankers of tomorrow.

With an army like this, grounded in
the fundamentals of their business, able
to discuss intelligently and convincingly
its intricacies and technicalities, it is quite
reasonable to expect that in the next
generation most of the annoyances re-
ferred to will be things of the past.

THE PUBLIC EDUCATION COMMISSION

But the American Institute of Bank-
ing is not the only vehicle which the
American banker is using for the pur-
posc of educating himself and his cus-
tomers for in the American Bankers
Association there is also the Public Edu-
cation Commission, which by means of
a wonderfully well prepared series of
lectures and practical talks is spreading
the gospel of sound banking and ele-
mentary economics in grammar and high
schools, colleges, business clubs, and kin-
dred organizations from one end of the
country to the other. In practically every
state the local bankers’ association is co-
operating in this most worth-while under-
taking. And this program, along with
that of the American Institute of Bank-
ing, is bound to improve the undesirable
conditions now existing.

And there is still another agency in
the American Bankers Association
known as the Public Relations Commis-
sion, which is furnishing reliable, intelli-
gently compiled, and fundamentally
sound editorial and news matter to sev-
eral thousand newspapers from Maine to
California. This material is prepared by
well known university professors, suc-
cessful business men, prominent bankers,
acknowledged leaders in the field of eco-
nomics, and it is put out with the sole
purpose of telling the general public the
honest-to-goodness, basic facts concerning
the law of supply and demand, the prob-
lems of manufacture, of distribution, of
consumption, the relation that exists be-

tween the banker and the business man,
and the business man and his customer.

THE EDUCATIONAL ENDOWMENT

Now comes one more -crowning
achievement of this same American
Bankers Association. As a fitting
memorial to celebrate the Golden Anni-
versary of the association, there is to be
established a $500,000 educational en-
dowment for the purpose of providing
education to young men and women in
the principles of banking and economics
in the various universities throughout the
country. This fund is provided by pri-
vate subscription from our banks and
bankers, and probably will begin to
function within the next twelve months.

A well-known banker some years ago
stated, “We are a nation of economic
illiterates”—a  statement that when
made was unquestionably true—but with
the development in economic education
now going on through the various
agencies referred to as well as through
well organized departments in most of
the leading universities and colleges, and
supplemented by regular editorial treat-
ment in the better newspapers and maga-
zines, this deplorable condition is grad-
ually being overcome.

Practically all quarrels ana saisunder-
standings occur either because the pa:
ticipants do not know the subject that
they are quarreling about or do not
know each other. If the cx-Kaiser (thank
God for the “ex™) had known his sub-
ject as well as he thought he did, there
probably would have been no World
War. In our own country, if the North
had known the South and the South
had known the North better than they
did, they undoubtedly would have been
able to settle their difhiculties without
spilling so much blood. If the coal
operators in England would only get ac-
quainted with the miners, and vice versa,
and each would become familiar with the
other fellow's viewpoint, they might be
able to call off the strike tomorrow.

[Continued on page 71]



THE VOTING RIGHTS OF STOCKHOLDERS:
A RESUME OF A CURRENT
CONTROVERSY

By PrEsTON LockwooD

T is probably safe to say that before
I Professor W. Z. Ripley of Harvard

condemned the practice of concen-
trating corporate voting rights in a rela-
tively small class of stock, in an address
delivered October 28, 1925, to the
American Academy of Political Science,
the general public had an extremely
vague understanding of the phrase ““non-
voting stock,” as it is found on the face
of a stock certificate. Furthermore, the
undesirability from a social or economic
point of view, of the issue and sale to
the public of large amounts of stock
without, or practically without, voting
rights was a question which, before this
address of Professor Ripley's seemingly
had received little or no attention from
such regulatory bodies as the Interstate
Commerce Commission, in exercising its
control over the financial operations of
the country's railroads or the various
state public service commissions, in su-
pervising the issuance of the new securi-
ties of practically all the nation’s public
utility corporations; or the New York
Stock Exchange, in the listing of more
than $50,000,000,000 worth of corporate
securities; or the various state legisla-
tures, for amendments to their corpora-
tion laws had been usually in the direc-
tion of specifically authorizing corpora-
tions to issue stock with such voting
power or restrictions or qualifications
thereof as might be stated in their
charters.

Professor Ripley published, under the
title “More Power to the Bankers,” in
The Nation, December 2, 1925, his now
famous address before the American
Academy of Political Science. He also,

in an article entitled “*From Main Street
to Wall Street,” printed in The Atlantic
Monthly, for January, 1926, elaborated
the same subject with additional concrete
illustrations drawn from current in-
stances of corporate financing.

AFTERMATH OF RIPLEY'S DISCUSSION

The discussion, thus commenced, was
immediately taken up by bankers, cor-
poration executives, and the press as a
whole, to the end that within two
months: (1) The Interstate Commerce
Commission—in denying the application
of the Pittsburgh & West Virginia Rail-
road to issue non-voting preferred stock
and in withholding its approval of the
Nickel Plate Merger, involving 10,000
miles of railroad and nearly $1,000,000,-
000 worth of securities—declared that it
was self-evidently inimical to the public
interest to strip stockholders of their vot-
ing power. (2) It was authoritatively
reported that President Coolidge and the
Department of Justice were looking into
the question to see if anything ought to,
or could, be done by the Federal Gov-
ernment. (3) The Public Service Com-
missions of several states, in passing upon
the issuance of sccurities by public serv-
ice corporations, took a position similar
to that of the Interstate Commerce Com-
mission. (4) The New York Stock Ex-
change, in a statement issued by the
board of governors, announced that,
while it had made no positive and irre-
vocable rule against the listing of non-
voting common stock, it intended to in-
quire into such issues when they applied
for a listing and to refuse to open the fa-
cilities of its market to issues wherein an
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abuse of this practice seemed likely to
occur, a position which the president of
the exchange, E. H. H. Simmons,
hastened to stress in a widely-quoted
speech before the Mississippi Valley
Group, Investment Bankers Associaton
of America, and (5) several corporations
(of the type and with the banking con-
nections hitherto most given to raising
money by the sale of non-voting stock)
reorganized their capital structures, and,
in the public announcements of their new
securities called attention along with
other “selling points™ to the fact that all
stock carried full voting rights.

A corporation, in legal language, is a
“creature of positive law.” Its rights,
powers and duties are prescribed by law,
and are contained in an instrument
usually called its “charter™ or its “certifi-
cate of incorporation.” This instrument
may be roughly described as a contract
voluntarily entered into by the stock-

holders, to which contract the corpora-

tion itself, each stockholder, and the
state in which the corporation is incor-
porated are parties. It is always con-
strued in the light of and subject to any
applicable general laws and it defines the
relation of the state to the corporation, of
the corporation to its stockholders, and of
the stockholders to one another. So the
issuance of any particular kind of stock,
preferred or common, voting or non-
voting, must be legal to be possible.

WHAT PROFESSOR RIPLEY CONTENDS

Professor Ripley, indeed, does not
contend that the issuance of non-voting
stock is illegal. He charges that it is a
socially and economically undesirable
practice, and, judging by the considera-
tion already given his view, if he is right
in this conviction, it is presumably only
a matter of time before this conception
of the public welfare finds expression in
the public law. His arguments are, in
brief, as follows:

The separation of ownership from re-
sponsibility and of financial risk from
actual control, has been brought about

(1) by the financing of corporations
through the issue of non-voting stock,
(2) by the development of holding com-
panies, of voting trusts, of investment
trusts, and trusts “‘set up for the living,
the moribund and the dead,” (3) by
the wide distribution of stock among
employes and the consumers of a cor-
poration’s product, resulting in such a
large number of stockholders that con-
trol can be easily lodged in small
minority holdings, and (4) by the inter-
vention of life insurance companies as
investment agents for their policyholders.
This situation, in whatever way it has
been accomplished, has resulted in a dan-
gerous concentration of power in the
hands of intermediaries, usually “‘so-
called bankers” who stand to lose only
the comparatively small amount of their
stake and whose interests may well be
different from the interests of the cor-
poration, its stockholders, and the public.
“It strikes,” in his own words, “at the
very taproot of our capitalistic system.
For this system is founded upon the
theory that the private, as distinct from
the common, ownership of property best
conduces to the public welfare, because
such possession involves the giving of a
gage or guarantee by the owner to his
fellow-citizens for thrifty, efficient, far-
sighted and public-spirited management
thereof ™

THE ‘‘VOICE OF THE s-rocxHOLD!R"

-

In answer to Professor Ripley! and
those who believe as he does; 1€ has been
said: '

(a) The control of modern corpora-
tions by the body of their stockholders
is and always has been largely illusory.
To paraphrase a famous remark, the
Voice of the Stockholder may be the
Voice of Corporate Wisdom, but there
has never been any agreement as to what
is the “Voice of the Stockholder™ and
what is “"Corporate Wisdom.” The own-
ership, for instance, of one-third of the

[Continued on page 72]



CLASSIFYING “RESERVE,” “SURPLUS,” AND
“FUND” IN THE GENERAL LEDGER

By HuGH LeacH

HERE is probably no word in the

I whole sphere of accounting termin-

ology that is used to convey a wider
range of meaning or that is less under-
stood by business men and the public
generally than the word “reserve.”” The
banker has always been interested in its
meaning in connection with credit
analyses of borrowers’ statements but
until recently it seldom appeared in the
general ledger of financial institutions. In
former years furniture and fixtures were
charged to expense when purchased,
bank buildings were never depreciated,
taxes and interest were not entered on
the books until payment was made, re-
serves for probable losses were not used,
and reserves for contingencies were un-
known. Bonds owned were frequently
written up or down at the end of each
accounting period to agree with market
value and the corresponding credit or
debit was made to undivided profits ac-
count. As a result of the Federal tax
laws passed within recent years and the
growth of accrual accounting several
types of reserves are now found on the
books and statements of banking institu-
tions.

In order that this paper may be fairly
comprehensive the subject will be treated
from the standpoint of general account-
ing and some accounts will be discussed
which are not applicable to banks. For
the purpose of making a preliminary dis-
tinction between the terms a *“‘fund™ may
be defined briefly as a collection of assets
brought together for a definite purpose;
“surplus™ represents the excess of assets
properly valued over liabilities and cap-
ital stock; “‘reserve” indicates something
held back. As used here “surplus” is
equivalent to thg combined balances of

3

the surplus, undivided profits, and profit
and loss accounts. It would not be prac-
ticable to distinguish between these three
accounts for their use varies widely and
is strictly a matter of taste or custom.
It is sufficient to say that commercial
concerns usually close income and ex-
pense accounts into a current profit and
loss account, the balance of which is
transferred to surplus, and make no use

HuGH LeacH

Auditor Federal Reserve Bank of

Richmond, Va., and vice-chairman of

the A. B. A. committee on bank
auditors’ conferences.

of an undivided profits account. On the
other hand it is customary for banks to
close the balances of income and expense
accounts into undivided profits account
and make no change in surplus account

21
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as a result of operations except when
round amounts are transferred from un-
divided profits in accordance with reso-
lutions of boards of directors.

THREE CLASSES OF RESERVES

There are three general classes of re-
serves, each of which is fundamentally
different from the others. In the first
group may be placed all reserves that
represent shrinkages in asset values.
These are really suspended credits to asset
accounts and are sometimes referred to
as “evaluation reserves.” Examples are:
reserve for depreciation, reserve for bad
debts, reserve for depletion, reserve for
probable losses, and reserve for deprecia-
tion in market value of securities. The
advantage in setting up a reserve for de-
preciation on fixed assets such as build-
ings, machinery, furniture and fixtures,
and automobiles over crediting the esti-
mated depreciation to the asset accounts
at the end of each year is that the bal-
ances of the asset accounts will at all
times represent the accumulated costs of
such items of asset value as are still on
hand and the balances of the reserve for
depreciation accounts will represent ac-

—sumulated~ depreciation on the same
assets. This information is necessary if
annual depreciation is to be computed as
a percentage of the cost of the asset
based on its useful life. If a business is
operated on a conservative basis a reserve
for bad debts is usually advisable for,

- after all accounts known to be worthless
are charged off, experience has shown
that a part of the remaining receivables
which are uncollected at the end of the
year will subsequently be lost. These
accounts cannot be charged off at the end
of the year for their identity will not
be known. However, the same net result
as far as statements of operation and
balance sheets are concerned can be se-
cured by setting up a reserve for bad
debts, the amount of which should be
based on past experience. Reserves for
depletion are used by mining and quarry-
ing enterprises to measure the decrease in

value of ore deposits as a result of opera-
tion. If securities held as an investment
and carried at cost depreciate in value
profit and loss or undivided profits are
sometimes charged and an account called
“reserve for depreciation in market value
of securities” is credited for the amount
of the shrinkage. This procedure is
preferable to writing the asset account
down to market value for the reason that
there is usually no allowable deduction
from taxable income until a loss has been
incurred as the result of a sale or until
the securities have become worthless.
Since all of these reserves represent
shrinkages in the value of particular
asset accounts they should be shown in
the balance sheet as deductions from the
cost of the various assets. Such reserves
indicate conservative business policies.

The second group of reserves repre-
sents liabilities, usually of a current na-
ture, the exact amounts of which are not
known. Examples are: reserve for taxes
and reserve for interest. These reserves
are nothing more or less than estimated
liabilities and should be shown in the bal-
ance sheet under the caption of liabilities.
If the exact amounts were known such
items would be shown in the books and
statements as taxes accrued and interest
accrued or taxes payable and interest
payable depending upon whether or not
they have become due.

In the third class are found such items
as reserve for new building, reserve for
extension of plant, reserve for accidents,
reserve for contingencies, etc., all of
which represent appropriated surplus and
should be so shown in the balance sheet.
These accounts are usually set up as a
result of resolutions of boards of directors
and are credited periodically with a por-
tion of profits. The only object of such
accounts is to limit the distribution of
profits as dividends. These accounts
register the intent of the directors to hold
back or reserve certain amounts out of
profits and the directors can at any time
have the balances of the accounts trans-

|Continued on page 81]
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WHAT AMERICAN BANKERS WILL SEE
IN LOS ANGELES

By FrRaNk C. MORTIMER

HEN the bankers of the nation

\QX/ turn their faces west this fall
prepared to attend the fifty-

second annual convention of the Ameri-
can Bankers Association, which takes
place in Los Angeles, October 4 to 7,
they will be confronted with a rare op-
portunity to see the basic reasons for
American prosperity. Lying between
their homes and the great city of the
Pacific Coast where they will assemble
for conference is the great backbone of

the United States. The manufacturing
centers, the rolling prairies, corn fields,
timber lands, and the rugged mountains
meet the eye and make pleasant the con-
tinental journey.

On the other side of the great con-
tinental divide begin to appear some of
the secrets of Los Angeles’ greatness—
miles of orange, olive, and avacodo
groves, alfalfa, walnuts, figs, hydro-
electric plants, and oil derricks by the
hundreds. Varied colored bungalows

No, this is not Forty-second street and Fifth avenue, New York. It's
a noon-day scene at Seventh and Broadway, Los Angeles, in
mid-winter.
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begin to dot the landscape, then the
beautiful suburbs, and the train is in
Los Angeles.

Los Angeles has developed into a
metropolis in the last twenty years.
Prior to that time it was just a nice place
to live. Today conservative estimates
place its population at 1,200,000. From
a nice place to live it has developed
into a throbbing metropolis with im-
posing structures, busy streets, and
humming industry. Several downtown
corners compare with the busiest in the
world. Great department stores care for
every need. Adequate rail facilities
cover the city and suburbs, making it
easy to travel to any destination.

Of great interest to the bankers are
the financial institutions, headed by cap-
able executives, and housed in magnifi-
cent structures. For Los Angeles is a
financial and investment center of im-
portance. Its bank deposits of over $1,-
000,000,000 make a great reservoir of
capital. The per capita wealth is ex
ceedingly high, and much wealth is
brought to the city annually.

Perhaps the most important single
factor contributing to the prosperity of
the city is the petroleum industry. The
first well, drilled forty years ago, is still
producing. New fields have been un-
covered from time to time, but the great-
est finds have been made during the last
five years. A few years ago the Signal
Hill district, Sante Fe Springs, and others
were idle fields, or orange groves. Now
their production is so great that more
oil is shipped from Los Angeles harbor
than from any other port in the world.
Great refining plants have been built,
pipe lines have been laid, and thousands
of men are employed in this great in-
dustry.

Of more spectacular interest to the
visitor will be the motion picture indus-
try, located within the city limits of Los
Angeles, and the value of whose output
is estimated at over $150,000,000 per
year. On a visit to the studios one can

see an African jungle and Fifth Avenue
side by side, and can get an idea of how
many people and how much time and
thought must go into the making of each
scene.

On the way back from “the land of
make believe,” the visitor will notice
that Los Angeles is a city of homes.
There is no tenement problem, no over-
crowding like that which has worried the
older cities. The factory worker has a
bungalow and yard, and every clerk has
his breathing space.

The pleasant climate, the variety of
recreational opportunities offered, all go
to make life in Los Angeles as nearly per-
fect as possible. The pleasures of the
ocean, the mountains, and the desert are
all within a few hours of the city proper.

The nearby cities will also prove in-
teresting—Pasadena with her mansions,
broad, shaded streets and great hotels;
Glendale, whose population has jumped
from 20,000 to 65,000 in five years; and
Ocean Park and Venice, the great amuse-
ment cities. A wonderful view of the
Pacific sunsets can be had from the
balcony of any of the beach clubs, whose
buildings match those at Atlantic City.

Finally just before leaving, the visitor
should look over the busy Los Angeles
harbor, entircly made by men, then try
to visualize the great trade opportunities
with the Orient. These are a few of the
things which make the citizens of Los
Angeles so enthusiastic over the com-
munity in which they live.

BANKS BUY FOREIGN BONDS

One of the factors responsible for the
present marked strength in foreign bonds,
according to The New York Times, is the
fact that country banks i many parts
of the United States have taken to buy-
ing these securities in considerable
amounts. Formerly the distributor of
foreign bonds had to depend on the in-
dividual for his market.
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THE OLD WOMAN WHO LIVED IN A GHOE -

Tﬁm was an old woman ,

who livad in a choe,
Many children ¢he had - But
she knew what to do. A

che ¢gave them some pennies

and sent them to echool,

8nd bade .them be careful

and mind every rule.

unc?c&ool cDoycM

hey bought
In sp d %i; !l,‘gynu %
sky young s
Uho tried to induce theu‘t’ to
spend all they had
For the things which attract
every lassie and lad.

hus prosperitys seed in
T their youth they did cow,

And their pennies to doliare
and fundrede did grow;

Till they tinally ¢rew to be
business expansion,

Now the little old woman,
she tives in a maneion

A page from the twenty-four page booklet of ““Mother Goose Pursery Rhymes,”
recently published by the Bank of Italy, San Francisco, Calif. Helen M. Knight,
director of the women's banking department of the Bank of Italy, wrote the rhymes.
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BANKING AND COMMERCIAL LAW

Depositing Overdraft Checks in Drawee Bank, Gruber v. Bank of America, City
Court of New York, 215 N. Y. Supp. 222.

upon the defendant bank, request-

ed the bank to certify them. They
were told that certification was unneces-
sary because the drawer had sufficient
funds on deposit to pay the checks and
they thereupon deposited them to their
credit. The bank subsequently revoked
the credit given to the plaintiffs and
charged the checks back against their
account. It was held that, while the
bank's statement that the checks were
good did not amount to a certification,
the bank was nevertheless liable on the
ground that it, upon giving the plaintiffs
credit for the checks, at once became
the plaintiffs’ debtor for the amount. The
case having been tried on the theory that
it was necessary for the plaintiffs to show
a valid certification, the dismissal of the
complaint was therefore set aside and a
new trial granted.

THE plaintiffs, holding checks drawn

Action by Samuel Gruber and another
against the Bank of America. On plain-
tiffs’ motion to set aside dismissal of com-
plaint at close of case. Motion granted,
and new trial ordered.

OPINION

WENDEL, J. — This action was
brought to recover from defendant bank
the amount of certain checks deposited
with it by plaintiffs. The checks were
drawn by one Posternick to the order
of the plaintiffs. They were drawn on
defendant bank, in which both plaintiffs
and Posternick were depositors. Plain-
tiffs deposited same with defendant and
received credit therefor by due entry of
the deposit in their passbook. The com-
plaint alleges, and the evidence estab-
lished, that at the time or immediately
prior to the time of the deposit plaintiffs

requested defendant to certify the checks,
to which request the defendant stated
that certification was unnecessary, in
view of the fact that the drawer had
sufhcient funds on deposit to cover the
checks in question, and that plaintiffs,
relying upon said representation, there-
upon deposited the checks. The bank
subsequently revoked the credit given to
plaintiffs and charged the amount of the
checks against plaintiffs’ account. The
case was tried on the theory that the
representation of the defendant to plain-
tiffs that the checks were good was tanta-
mount to a certification and acceptance
thereof.

Under the Negotiable Instruments
Law, a check is defined as a bill of ex-
change drawn on a bank payable on de-
mand (section 321) and operates only
as an assignment of the fund to the credit
of the drawer with the bank when it is
accepted and certified by the bank (sec-
tion 325), which acceptance must be in
writing and signed by the drawee (sec-
tion 220). No such acceptance having
been shown, the court, at the conclusion
of the case, dismissed the complaint.
Plaintiff now moves to set aside the dis-
missal upon the ground that, even con-
ceding the oral representation of de-
fendant that the checks were good was
insufficient to constitute a certification
and acceptance, nevertheless, under the
authorities, the act of the bank in re-
ceiving the checks for deposit and credit-
ing the amount thereof to plaintiffs’ ac-
count had the legal effect of irrevocably
making the bank the debtor of plaintiff
to the amount of such credit.

Concededly the payee of a check,
which has not been accepted by the bank
upon which it is drawn, cannot main-

33



34 THE BANKERS MAGAZINE

tain an action against the bank, even
though the maker has on deposit suf-
ficient funds to pay it. Hentz v. National
City Bank of New York, 144 N. Y. S.
979, 159 App. Div. 743, 745; Lipten v.
Columbia Trust Co.,, 185 N. Y. S. 198,
194 App. Div. 384, 392. The right of
action is vested in the drawer or cred-
stor, and not in the holder, who is merely
a stranger. O'Connor v. Mechanics’
Bank, 26 N. E. 816, 124 N. Y. 324. But
where, as here, the bank accepted the
checks for deposit, its rights, duties and
liabilities are governed by its obligations
to its customers, and the rule of liability
so far as strangers are concerned is not
applicable.

The relation between a bank and its
customer is that of debtor and creditor.
The deposit made by a customer is in le-
gal effect a loan. The rule is unquestioned
that, upon a deposit being made by a
customer of a bank in the ordinary course
of business of money, or drafts or checks
received and credited as money, the title
to the money, or to the drafts or checks,
is immediately vested in and becomes the
property of the bank. The bank acquires
title on its implied promise to pay an
equivalent consideration when called
upon by its depositor. Cragie v. Hadley,
1 N. E. 537, 99 N. Y. 131; Met. Nat.
Bank v. Loyd, 90 N. Y. 530.

Where commercial paper is deposited
with the bank, it may indicate its in-
tention not to assume the relation of
debtor and creditor by crediting it as
paper, while similarly the depositor, if he
desires to retain the ownership, may do so
by proper indorsement or otherwise in-
dicating such intention. So likewise by
special contract, or course of dealing or
usage, may the parties show that the
relationship of debtor and creditor is not
established until collection has been con-
summated.

Wherg the check presented for deposit
is drawn on the depository bank, and
such bank receives the same, crediting
its customer with the amount thereof,
it has been held that by such act title

to the check passes to the bank, and
the bank becomes at once the debtor of
the depositor; that when a check is so
presented for deposit it is the same as
though payment in any other form was
demanded; that the bank thereupon has
the right to reject it, to refuse to pay it,
or to receive it conditionally, but when it
accepts the same, either by delivering
the currency or giving the depositor
credit for it, the transaction is closed
between the bank and its depositor, pro-
vided the paper is genuine; that the
giving of credit is practically and legally
the same as paying the money to the de-
positor and receiving the cash again on
deposit. Oddie v. National City Bank,
45 N. Y. 735, 6 Am. Rep. 160; Con-
solidated Nat. Bank of New York v.
First Nat. Bank of Middletown, 114 N.
Y. S. 308, 129 App. Div. 538; Downey
v. Nat. Exchange Bank, 96 N. E. 403,
52 Ind. App. 672; Levy v. Bank of
United States (Pa.) 4 Dall. 234, 1 L.
Ed. 814; First Nat. Bank v. Mammoth
Blue Gem Coal Co., 240 S. W. 78, 194
Ky. 580; Bolton v. Richard, 6 Term R.
139.

It follows that the dismissal must be
set aside, but in view of the theory on
which the case was tried I deem it ad-
visable that a new trial snould be had,
in order that the question of whether
the deposits in question were received
conditionally or unconditionally may be
properly presented. Submit order ac-
cordingly on notice.

RIGHT TO PROCEEDS OF DRAFT
DEPOSITED IN BANK

Dubuque Fruit Co. v. C. C. Emerson &
Co. (American National Bank of
St. Paul, Intervener) Supreme
Court of Iowa, 206 N.

W. Rep. 672.

Where a check or draft is drawn to
the order of a bank or is indorsed to the
bank without restriction and deposited
in the bank and the amount is credited
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to the depositor’s checking account, the
bank becomes the owner of the draft and
its proceeds. The proceeds cannot be
garnished at the instance of one of the
depositor’s creditors.

The defendant, Emerson & Co., sold
and shipped a carload of potatoes, drew
a draft for the amount upon the con-
signee to the order of the American
National Bank of St. Paul and deposited
it in that bank. The amount was im-
mediately credited to the defendant’s
checking amount and was drawn against
by the defendant. After the draft was
collected and while the proceeds were
in the hands of a correspondent bank,
they were garnished by the plaintiff in
an action against the defendant to re-
cover a claimed indebtedness. It was held
under the rule stated that the fund be-
longed to the American National Bank
and that the plaintiff had no rights
therein.

The opinion states the facts. Judg-
ment for intervener, from which the
plaintiff appeals. Affirmed.

OPINION

DE GRAFF, C. ]—This appeal
presents a contest between plaintiff and
the intervener over a fund under garnish-
ment by virtue of a writ caused to be
issued by plaintiff to secure a claimed in-
debtedness owing to plaintiff by the de-
fendant, a non-resident, who is not in-
terested in the outcome of the issue in-
volved herein.

Upon the conclusion of the evidence
the trial ¢ourt sustained the intervener's
motion for judgment on the primary
ground that the testimony of the inter-
vener as to its title and ownership of
the fund in suit was without conflict, and
consequently no fact question existed for
submission to the jury. The applicable
legal principle in cases of this character
is well recognized. It is the fact side that
provokes the difficulty.

The controversy and its origin may be
briefly stated in this wise: On March 9,

1922, the defendant Emerson & Co., of
St. Paul, sold to Hanson & Son, of
Dubuque, and shipped via Chicago
Great Western Railway, a carload of
potatoes, for which a bill of lading was
issued. The defendant drew a draft on
the consignee, Hanson & Son, payable to
the order of the intervener, American
National Bank, of St. Paul. This draft,
with the bill of lading attached, was de-
posited by the defendant in the ordinary
and customary manner of making de-
posits with the intervener bank, and full
credit was given to the checking account
of the defendant, who was a long time
depositor in said bank.

The intervener immediately sent the
draft with bill of lading to the First Na-
tional Bank of Dubuque for collection.
The drawee of said draft paid to the
Dubuque bank the amount necessary to
effect a settlement thereof, but before the
proceeds were remitted to the intervener
the fund was garnished by the plaintiff
herein.

I. To whom did the mony belong at
the time of the service of the writ of gar-
nishment? This is the pertinent ques-
tion. Prima facie the passing to the
credit of a depositor of a draft drawn
in favor of a bank, not indicating that it
was deposited merely for collection,
transfers the title to the bank. National
Bank of Webb City v. J. H. Everett &
Son, 136 Ga. 372, 71 S. E. 660.

It may be observed that the law gov-
erning a holder in due course 1s not here
involved. See Trevisol v. Fresno Fruit
Growers' Co. et al,, 195 Iowa, 1377, 192
N. W. 517. Nor does the fact that the
bill of lading was attached to the draft,
alleged to have been purchased by the
intervener, affect the decision in the in-
stant case. We take judicial notice of
the custom of attaching bills of lading to
drafts. The intervener was not purchas-
ing potatoes, and, if it purchased any-
thing, it was the draft. The bill of lading
was attached as a matter of conveniend
in the transaction, and in order that th

[Continued on page 85]



FOREIGN TRADE HELPS BY BANKS

ORE careful selection in some
cases of foreign correspondents,
more complete reports of rea-

sons for dishonored drafts, and ac-
cepting shipments of goods for de-
livery to the customer on payment are
some of the ways in which banks could
aid in developing foreign trade, said
Ernest W. Hance, credit manager of the
Carr Fastener Company of Cambridge,
Mass., in his address “What Banks Do
Not Do,” before the recent New Eng-
land Foreign Trade Conference at
Boston. “I do not wish to criticize the
banks on their activities except in a con-
structive way,” said Mr. Hance, “but
there are a few points in regard to things
which they do not do, that it might be
well to point out. They of course do not
guarantee collection of drafts. This is
not to be expected. No transaction in-
volving foreign credit can be handled on
this basis except by an irrevocable letter
of credit. Many of our large banks main-
tain branches in the prominent cities of
the world. In such cases collection items
are handled entirely by the one bank
which, of course, is responsible for the
whole transaction. In most cases, how-
ever, the domestic bank has entered into
an agreement with some foreign bank
which acts as its agent in the collection
of drafts, securing of credit information,
etc. Many times, especially in the
smaller cities and out-of-the-way coun-
tries, these banks are run by natives of
the countries and are known as native
banks. They sometimes take action which
to us, without standards, seems unwar-
rantable. For instance, they may allow
documents to be delivered to a customer
without payment of the accompanying
sight draft. In that case, if the customer
does not pay, the exporter can obtain
very little satisfaction. His own bank
simply says that it cannot be responsible
for the acts of these foreign and, especial-
ly, native banks. They say they exer-
cise the utmost care in selecting foreign
correspondents and appoint only those
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which they believe will act in good faith
and for the best interests of all concerned.
This chance of the bank on the other
side taking some unwarranted action or
failing to do something which should
have been done, seems to be one of the
risks which must be assumed by the ex-
porter.

MORE COMPLETE REPORTS ON
DISHONORED DRAFTS

“It has been my observation that our
domestic banks wait for their corre-
spondents to advise them if the drafts
are npt accepted or paid, or if there is
any other unusual occurrence. This re-
port is passed on to the shipper and in-
structions are requested if they appear to
be necessary. Such reports are usually
very meager, consisting of a few words
stating, perhaps, that the consignee has
not paid, but has promised to do so in a
few days, or that in spite of repeated
promises the draft is still unpaid. If the
foreign banks would go into more detail
as to why the draft is not taken up and
the reason given by the consignee, it
would be a distinct advantage to the
merchant who sold the goods and is at a
loss to know why his customer has not
paid for them.

“Another thing which the banks do
not do as a usual thing is to allow ship-
ments to be consigned to them, to be de-
livered to the customer upon payment or
acceptance of the corresponding draft.
Some foreign banks are willing to do
this, but generally they object to it on
the ground that they are not equipped
for it, as they have no facilities for the
storage of such shipments. If some ar-
rangement could be made, however,
whereby foreign banks would accept mer-
chandise consigned to them for later de-
livery to the purchaser upon completion
of the transaction, it would afford a
service which shippers in this country
would be very glad to avail themselves
of in a great many cases.

[Continued on page 95]



‘Wayne National Bank, Goldsboro, N. C.

HE ten-story bank and office building recently completed

for the Wayne National Bank, Goldsboro, N. C., pro-
vides the banking tacilities now so desirable in that rapidly
growing cotton center.

ALFRED C BOSSOM

BANK ARCHITECT § EQVIPMENT ENGINEER
680 FIFTH AVENVE. NEW YORK
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WHERE DOES THE BANK ADVERTISING
MANAGER FIT?

By A BANK ADVERTISING MAN

has heard the expression, ““Where

do you fit?" After the third or
fourth time the idea began to percolate
and he found himself asking, “Well,
where do I fit?”

Now there are several angles to every
subject, but the writer is going to follow
this one up from his side. He's a bank
advertising manager; not a banker, but
an advertiser of a bank. There is a
difference which will be at once apparent
to most advertising men and to sellers
of bank advertising. Many banks have,
for their advertising managers, men who
have grown up in the ranks, and to whom
the job of advertising the bank has been
given. Other banks have gone outside
the family circle and secured the services
of a man whose business has been ad-
vertising.

The first is primarily a banker and
unless something unforeseen happens he
retains the banker's viewpoint. The
second is primarily an advertising man,
and while he uses the bank’s viewpoint
in so far as policy demands, he tries to
look in from the outside; to see what the
people want from a bank, and to sell
them those services of his bank which
will fit their needs and desires. Whether
he be primarily a banker or an adver-
tising man is not the topic of discussion,
but, being the advertising manager of a
bank, just “Where does he fit?”

Assume that the man referred to is
responsible for the bank’s advertising.
His department may be called any num-
ber of things such as new business de-
partment, business service department,
or merely advertising department, but
whatever it may be called, he is respon-
sible for the advertising.

Responsible to whom? As old Bill
Shakespeare said, “There’s the rub.” In
many of the larger institutions he is re-

SEVERAL times recently the writer

sponsible to a committee, appointed by
the board. This committee is in turn
responsible to the board and stockholders.
But in the average bank, where a full
time advertising manager is employed, .he
is responsible to anyone with the title
of assistant cashier and upwards. Where
he has from five to ten officers to satisfy,
and to consult and sell before his efforts
can be realized or discarded, he finds him-
self tied and must work under a great
handicap. It is extremely difficult to
find five men who think alike on any one
subject, and the writer beleves it is im-
possible co find five bankers who do, un-
less perhaps the senior officer gives his
views first. Then, all too often, the rest
fall in line.

ADVERTISING MANAGER OFTEN ONLY
A BUFFER

All too often the man in the financial
institution who calls himself the advertis-
ing manager is nothing more or less than
a buffer, and his actual responsibilities
and his influence on the ultimate course
of the institution itself are not a great
deal more than those of the policeman
who stands at the doorway. His prin-
cipal job seems to be to get between
those persons who are trying to sell ad-
vertising and who are not welcome to
any member of the firm or officers, and
those ofhcers.

Just what does the advertising manager
do then? Well, his duties can best be
described by the following incident. A
man, head of a large manufacturing con-
cern in a city of over 100,000 who was
also a director of one of the banks, re-
cently looked about for an advertising
manager. His bank and another were
about to merge and the standing of the
new organization would warrant a regu-
lar, full time advertising man. ‘““What
we want,” he said, “Is a man who has

37



58 THE BANKERS MAGAZINE

personality, appearance, and vision, a
man who can meet our officers and di-
rectors on their level, and can represent
the bank whenever called upon to do so.
If he wishes to have an agency prepare
the copy, he should be able to direct
them. He must be able to do big things
in a big way. In short, we want a man
who won't be afraid to put his problems
before the chairman of the board and
tell him what he wants and why he
wants it.”

That seems to be a pretty big order
and yet it is what is exxpected of all
financial advertising men. There are too
many men of small caliber now in the
field, too many men who are afraid of
their officers, and when a real one comes
along it is like a refreshing drink of
water.

The order expressed by that big busi-
ness man is a large one and it demon-
strates very clearly that the advertising
manager must not only be an executive,
but a diplomat.

Besides his internal duties, he serves
as a liaison between the bank and the
public. And if he is a successful ad-
vertising manager, he serves as a liaison
between the officers and the employes,
for he must be able to feel the pulse of
the working staff and glean from them
ideas and suggestions for closer co-
operation between his department and all
~ other departments. He is the voice of
the bank—-the one who interprets the
bank and its policies to those on the out-
side.

All this being true, just where does
he fit? In most organizations he has the
title of advertising manager, which to
the seller of advertising, and to him, is
“sufficient unto the day,” but on the
inside it’s different. He is considered an
executive to be sure, but being so closely
associated with the bank family,
shouldn't he be ranked as an officer, and
thereby become part of the official staff?
Frankly, the writer thinks he should. For
he certainly is deserving of the respect of
those on the inside, and when he repre-

-

sents the bank on the outside, an official
title very often carries weight.

If then we do admit him to the official
circle, again, where does he fit? Many
financial advertising men were raised in
banks, many were not. Hence the sug-
gestion at once arises that the advertis-
ing manager cannot become an officer be-
cause he may not be a banker.

This truly is a fallacy, and I think
that if he is given the title of assistant
cashier, the implication is that he is a
banking officer.

Many of the larger institutions have
solved the problem by making their ad-
vertising manager an assistant vice-pres-
ident, and to the writer’s mind this is the
first step. For then he can be directly in
contact with his immediate vice-president
superior, and work with him.in closer
harmony. He can also work much more
smoothly on the inside of his institution
and be in a position to get facts and
figures when he needs them.

It does not mean that he ranks above
the assistant cashiers or any other junior
officers of the bank, for their duties are
quite different from his. It simply makes
him a member of the official family, gives
him added self-reliance in the position
vested in him, and lends dignity and
strength to that position.

The goal of all financial advertisers
should be a vice-presidency, and the
office of assistant vice-president is the
first step.

Rather a lofty ambition you say.
Maybe, but consider the facts, and what
is expected of him, and you will have to
admit that the ambition is worthy.

It is hoped that those bank officials
who read this will not throw it aside, but
think about what has been said. The
writer has tried to present this from the
side of the advertising man. He is all
too often considered a necessary evil
when he should be given every help pos-
sible, so that his work can by its very
magnitude increase the standing and
business of the institution.
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To officers
of
corporations

The Equitable acts in
the following corporate
trust capacities:

1. As trustee under
mortgages and
deeds of trust, se-
curing bonds of rail-
road, public utility
and industrial cor-
porations.

2. As transfer agent
and registrar of
stock. (In the trans-
Sfer of even a single
share of stock thers
are thirty-five sepa-
rate steps. Each one
of them is vital to a
proper transfer; if a
single error is made
confusion, loss of
time and expense
will result.)

3. Asdepositary under
protective agree-
ments or under
plans of reorgani-
zation of railroad,

ublic utility and
industrial corpora-
tions.

»

As agent and de-
positary for voting
trustees.

As assignee or re-
ceiver for corpora-
tions under action
for the protection
of creditors.

b

6. As fiscal agent for
the payment of
bonds, and coupons
of states, munici-
palities and cor-
porations.

Send for our booklet,
Schedule of Fees for
Corporate Trust Service
or, without incurring
any obligation, consult
the nearest representa-
tive of The Equitable
with regard to any of
the services rendered
by our Corporate Trust
Department.

S S

Stock transfers have
forty-eight masters

The laws of FoRTY-EIGHT STATES
govern the transfer of stock. Any state
may change its laws at any time, and
unless this phase of business is your
specialty you face the possibility of a
costly error. The appointment of The
Equitable as transfer agent entirely re-
lieves a corporation of this responsibility.

Local banks who wish to supplement
their own Corporate Trust Services will
find The Equitable well equipped to
assume complete responsibility for trans-
ferring stock of corporations.

Read the column at the left . . . then
send for our booklet, The Equitable Trust
Company, Transfer Agent.

Tt EQUITABLE
TRUST COMPANY

OF NEW YORK
37 WALL STREET

UPTOWN OFFICE: Madison Ave. at 15th St.
IMPORTERS AND TRADERS OFFICE: 247 Broadway
28TH STREET OFFICE: Madison Ave. at 28th Strest

DISTRICT REPRESENTATIVES

PHILADEILPHIA: Packard Building
BALTIMORE: Keyser Bldg.,

Calvert & Redwood Sts.
CHICAGO: 105 South La Salle St.
SAN FRANCISCO: 485 California St.

LONDON ++ PARIS :+ MEXICO CITY
Total resources more than $400,000,000
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THE FINANCIAL AND ECONOMIC
SITUATION . ABROAD

By WiLLiaM Hayes

OLITICALLY, the situation in Eu-
P rope is very bad. And in the un-
- stable state of most European coun-
tries, political conditions have much
more influence on business than in the
United States. It is true there are some
encouraging items to report. The general
strike in Great Britain was a complete
failure, but the coal strike continues. Al-
most daily efforts at reconciliation have
begn made, but all have failed so far. The
miners still stick to their slogan: “Not a
penny off wages; not a minute on hours.”
Already a shortage of coal is hampering
business.

On May 15 the pound sterling went
above par for the first time since Decem-
ber 19, 1914. During the war, and until
March, 1919, it was pegged at $4.76.
When the support was removed, it
dropped rapidly to $3.80 late in 1919.
The low point, however, was reached in
1920, at $3.19. Since then it has moved
upward fairly steadily, undl it became
apparent that it was only a question of
time till it reached par. The final re-
turn to par has been so long anticipated
and its effects discounted that the final
reaching of the goal will not likely have
any marked effect on business. But it
marks the last step in the recovery of
Britain from currency and exchange de-
preciation.

Part of the strength of the pound is
probably due to the selling of other cur-
rencies. For exchange on Italy, France,
and Belgium has gone down as the pound
went up. On May 14 the Italian lire
broke away from its peg at 4 cents, and
dropped below 3! cents, though there
was some recovery later. The weakness
in the Belgian franc which first became
apparent when Belgium failed to get the

hoped-for $150,000,000 loan some
months ago, continues, Finance Minister
Janssen having given up the struggle and
resigned. The French franc also took
another headlong drop about the middle
of May, and the Briand cabinet de-
spairing of making any progress to-
ward financial stability against the pres-
ent political condition in France, resigned
about .the middle of June. .

In Poland, Marshal Pilsudski over-
turned the government by a military
coup, and then by a very skilful political
manouver, had himself endowed, by con-
stitutional method, with dictatorial power
without assuming any of the responsibili-
ties of a dictator. The German Govern-
ment showed its weakness when it went
down to defeat on a trivial question. In
the Balkans also, governments have been
changing rapidly. With such chaos, lit-
tle economic reconstruction can be hoped
for from Europe in the near future.

‘COAL SHORTAGE RETARDS BRITISH
BUSINESS

Severe as was the setback to British
business caused by the general strike, the
indications are that the recovery might
have been reasonably prompt, had the
shortage of coal not intervened. The
Prime Minister reported that the direct
cost of the general strike to the govern-
ment was not over £750,000. The Lon-
don Statist, estimating the total loss to
the country, both direct and indirect,
through stoppage of production, placed
the figure at about £1,576,000. And this
loss of production is evidently to con-
tinue for some time, for already produc-
tion is being curtailed because of lack of
fuel supplies. Unemployment, which had
decreased slightly in April, is again in-
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(13 HEN the Yankee tourist finds

WYankee travel service awaiting him

in the far corners of Europe he is

apt to become thoroughly sold on the foreign

methods of the American Express Company.

His frame of mind is the best possible tribute

to an organization made familiar through con-
stant contact.

How It Helped an American Business
Woman:—

“Take, for example, the recent experience
of an American business woman. The day
before sailing from England for home she
found that she must make a hurried trip to

Paris. In her haste she forgot to have her
passport viséd—and was stopped at Calais.
The situation was serious.

**She appealed to the Calais representative
of the American Express. He grasped the
problem and applied the remedy. The woman
proceeded to Paris as planned, leaving her un-
endorsed passport in his hands.

“Crossing the Channel by the afternoon
boat, the agent hurried to London, presented
the woman's passport at the office of the
French Consul, got the necessary visé, re-
turned to Calais by the night boat; and at
nine o'clock the next morning the owner

* of the passport found the document ready

and waiting for her at the Paris office of
the American Express. At nine thirty-five
she was a passenger on the boat train for
Cherbourg, homeward bound, with her Paris
business accomplished.

Chambers of Commerce—Please Note

“Then there was the case of a party of
Chamber of Commerce representatives. None
of their travel arrangements had been made
through the American Express, although
theirs was a class of business which the
organization was particularly anxious to at-
tract. At 1:30 P. M. one Saturday the
tourists visited the Paris office of American
Express with a problem councerning London
hotel accommodations. They were leaving
that afternoon and had just learned that
London hotels were full. Could American
Express help them?

No ‘“"Magic”’—Just Action

“The official conferred with members of
his staff and found one who was willing to
sacrifice his half-holiday in the interest of
Yankee travel service. ‘This man will meet
you at the London station. At Victoria
station at 10:40 that evening they found the
man and with him reservations for the en-
tire party.

* ‘But how did you do it?" they asked.

* *Very simple, indeed,” he answered. ‘Over
by special airplane—out to our London man-
ager's home—a few busy wires—that’s all.”

All in the Day's Work

*“To American Express officials the solution
of such problems of travel as these is a
part of the day's work. But does such service
pay? Ask a Paris official of the American
Express Company and he will ask you—
‘Does anything ever pay—better or more than
—Service?” "

Banks  which  sell
Travelerss Cheques assure
American Express Service.

American
their

Express
patrons

Extracts from an article in the March issue of “Western Advertising” by Malcolm MacDonald.
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creasing, for many mills are working only
on part time. As early as May 22 the
railroads began cutting down train serv-
ice to save their coal. Only a few blast
furnaces are in operation, and the iron
and steel trade is almost completely shut
down. Most of the large pottery fac-
tories, which were re-opened at the col-
lapse of the general strike, are closed
again. Spinning mills in Lancashire are
to run only every other week. Street
lighting has been cut to a minimum, and
all sky signs and decorative lighting are
prohibited. The government is rationing
all supplies of coal which are not pri-
vately held. With careful use, the sup-
plies of coal will probably last until July,
when it is hoped that the cval strike will
be settled, or (what is more likely) ar-
rangements will be completed for the im-
portation of coal from the continent.

FINANCIAL CONDITIONS FAVORABLE

The money market in Britain is in a
condition to assist in the revival of busi-
ness which would be possible if it were

not for the strike. Prices on the stock
exchange showed little change during the
strike, and are holding firm. Money was
and still is fairly easy. The Bank of
England is steadily adding to its gold
supply. There is already some talk of a
reduction in the bank rate to stimulate
business revival, but this is hardly likely
so long as lack of coal prevents any re-
vival.

The investment market also continues
very active. An issue of £2,250,000 in
6!/, per cent. preferred stock of a cotton
mill subsidiary of the Dunlop Rubber
Company was oversubscribed. So was
the £6,000,000 issue of New Zealand
Government 5 per cent. bonds, at 98V5.
Numerous other small issues were re-
ceived very well.

GERMAN GOVERNMENT DEFEATED ON
TRIVIAL QUESTION

The Luther cabinet in Germany re-
signed on May 12, defeated on a question
that must seem to outsiders a trivial one.
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The Nationalists had persuaded the gov-
ernment to order the flying of the old
imperial colors of Germany along with
the regular flag of the republic, over the
Reich’s foreign embassies. A motion was
made to disapprove this action of the
cabinet, the Nationalists refrained from
voting, the motion passed, and the cab-
inet resigned.

Hindenburg asked former Chancellor
Luther to remain in office, pending the
formation of another cabinet. Dr. Otto
Gessler, former Minister of War failed
in his effort to form a cabinet. Then
Marx, who was Chancellor when the
Dawes Plan was accepted, and who had
been acting as Minister ot Justice in the
Luther cabinet, agreed to act as Chan-
cellor as well as Minister of Justice, re-
taining the same cabinet as served under
Luther. Political writers doubt the per-
manence of the new cabinet. It is not
essentially different from the Luther cab-
inet which was defeated. Then, too, the
lack of support by the Nationalists caused
the downfall of the Luther cabinet. Herr

Marx is not a favorite with this faction.
His former tenure of the office of Chan-
cellor was terminated by inability to
agree with the Nationalists.

He promptly set June 20 as the date
for the national referendum on expro-
priation of the former princes. The ma-
jority favored expropriation but the vote
was not large enough to pass it.

BUSINESS IMPROVEMENT SLOW

Improvement in business in Germany
is very slow. There has been some im-
provement in coal sales, German pro-
ducers selling to some of England’s form-
er customers. The increase in this busi-
ness is not as large as mignt be expected.
There are large stocks of coal at the mine
mouths, but most of this voal is not of
a suitable quality for export. The steel

“industry is enjoying some improvement.

Wholesale prices show a slight advance.
The number of bankruptcies, receiver-
ships, and protested drafts is declining.
Some improvement in production is
shown in textiles, electrical products,
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leather, shoes, lignite, chemicals and fer-
tilizers. The improvement in these last
two is chiefly a seasonal improvement,
and with the unfavorable crop conditions
is not likely to last.

The foreign trade returns for April
showed an export balance for the fourth
time this year, though the balance was
smaller than the March balance. Im-
ports amounted to 723,000,000 marks in
April, a considerable increase over the
645,000,000 marks reported in March
Exports declined from 923,000,000
marks in March to 779,000,000
marks in April. The resulting export
surplus is only §6,000,000 marks, which
however looks very well when placed

alongside the 336,900,000 marks import *

surplus of April, 1925.
THE PATERNAL REICHSBANK

On June 7, the Reichsbank reduced its
discount rate from 7 per cent. to 6}

per cent. The bank is trying by every
means in its power to stimulate business
revival in Germany. Bur, in spite of
cheap money in Germany, business re-
vival waits on reviving demand.

The action of the Reichsbank, how-
ever, is characteristic of the different at-
titude which the European central banks
have toward business conditions from
the attitude taken by the Federal Reserve
Board. The European central banks feel
a responsibility for maintaining prosper-
ous conditions in business. The Federal
Reserve Board takes some notice of busi-
ness conditions in fixing rediscount rates
“with a view to accommodating com-
merce and industry throughout the coun-
try,” but considers its prime function is
keeping the banking structure of the
country in a sound and liquid condition.

Contrast this with th, recent action
of the Reichsbank. Some time before the
present abundance of money in Ger-
many, the Reichsbank decided that the
high interest rates then prevailing were
discouraging business, and accordingly
reduced its discount rates, though credit
demands were greater than it could sup-
ply, even at the higher rate. Demands
for credit were cut to fit supply by credit
rationing. Further cuts in the rediscount
rate had little effect, for the discount
rate was already below the market, and
the banks did not pass on the reductions
to their customers, but took the margin
as additional profit for themselves. Ques-
tionnaires sent to the German banks re-

IONIAN BANK LIMITED
1839—1926

A British Bank
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veal the fact that they have not reduced
the interest charges to their customers,
and they are in no mood to do so. They
insist that they must make profits if they
are to exist, and that the rates they now
charge are necessary if they are to make
profits.

Finally, the bank has now come out
as opposed to the further flotation of
public bond issues in Germany (which
was reported in these columns last
month), contending that such issues tend
to absorb domestic capital which will be
needed later for the revival of German
business. For there is still a marked
shortage of capital in Germany, as has
been pointed out again and again, in
spite of the abundance of short time
money.

ANOTHER CABINET RESIGNS IN FRANCE

Neither the balancing of the French
budget nor the funding of the French
debt to the United States seems to have
restored any confidence in French

finances. The franc still falls. The real
difficulty remains. Until some readjust-
ment of the French internal debt can be
made somewhere within the nation’s
ability to pay, little improvement can be
hoped for.

It was a payment on this same internal
debt which was one of the contributing
factors to the latest decline of the franc.
On May 20, treasury bonds to the
amount of 6,000,000,000 francs matured.
Assisted by record collections of revenues
and an advance of 800,000,000 francs
from the Bank of France, this maturity
was met without difficulty. But the ap-
prehension over this large payment
caused weakness in franc exchange for
several days preceding the maturity.

Meantime, Finance Minister Peret was
in London, trying to fund the French
debt to Britain, and also trying to get
British credits for the support and stabil-
ization of the franc. On May 18, he
returned to Paris without reaching a
settlement with the government of Great
Britain. This failure, combined with the
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anxiety over the French government’s
ability to meet the May 20 maturity of
treasury bonds without recourse to in-
flation, caused another headlong drop of
the franc to 2.72 cents, the lowest point
that it has ever touched. It subsequent-
ly recovered to about 3.27 cents. There
were rumors that the Morgan loan, of
which $89,000,000 remained, was used
to support the franc agamn, and while no
official announcement was made, common
opinion is that about $30,000,000 of this
was used. The Finance Minister an-
nounced, just prior to the recovery of the
franc to the point mentioned above, that
he had decided to “‘use immediately for
the defense of the franc, all the resources
of whch the public credit can dispose.”

The franc still showed weakness, and
M. Peret suggested that the gold re-
serve of the Bank of France should be
used for its support. This was vigorously
opposed by the directors and the gov-
ernor of the bank, and eventually it was
decided not to use this reserve.

Later, political opposition became so
great that, though not defeated, Briand
and his cabinet decided to resign. Presi-
dent Doumerge promptly asked him to
form another. He was balked by Her-
roit's refusal to take a post in any cabi-
net but his own. Herriot was then given
a chance to form his own cabinet, but
failed. At the time of writing, Briand
was trying a second time to form a gov
ernment.

A committee composed of: M. De
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Monzie, Minister of Public Works; M.
Binet, Minister of Agriculture; M. Vin-
cent, Minister of Commerce; and M.
Durand, Minister of the Interior, was
appointed to draft a plan for the limi-
tation of imports, and the limitation of
consumption. It is hoped by this means
to curtail the use of wheat, coal, meat,
gasoline, etc., sufficiently to remove the
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import balance, which has made stabiliza-
tion of the franc doubly diffcult. It will
be effective if it does not so curtail im-
ports as to curtail efficiency and produc-
tion. Imports were lower in April, but
exports showed a much larger decline
than imports, with the result that the
import balance of 667,000,000 francs was
larger than that of March. Along with
the reduction of imports, exports evi-
dently must be stimulated if France is
to have a satisfactory balance of trade.

PRODUCTION AT HIGH LEVELS

The paradox of the French business
situation is referred to in these columns
every month. In spite of all the disor-
ganization of public finance, business con-
tinues to be good. Production, particular-
ly in the coal and iron industries, is at
record heights. The textile plants are
well occupied on foreign orders. Un-
employment is negligible.

Eventually, however, costs are bound
to catch up with the prices which are
so constantly rising with the steady de-
preciation of the money. When they do,
they begin to impinge on business profits,
and frequently wipe out profits alto-
gether. Some evidence of this may be
seen in the rise of the French index
number of prices from 649 in March to
664 in April. Unemployment is in-
creasing slightly. Wage earners, finding
the cost of living increasing, are de-
manding wage increases. All these de-
velopments are merely symptomatic of
the working out of “inexorable economic
law.” Business may be stimulated for
a time by currency depreciation, and by
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other artificial means, but the economic
machine is like the human body—the ef-
fect of the stimulant will wear off unless
administered in larger and larger quan-
tities. If the quantities are increased,
the result is eventual ruin. In either
case, the return to normal conditions is
so difficult and so painful that it is sel-
dom attempted until force of circum-
stances compels it. Meanwhile, however,
France is wasting her substance, for she
is selling her products abroad, and re-
ceiving payment in a depreciated
medium. And the constant depreciation
is causing readjustments of social classes
which will cause much misery and dis-
content.

If France is not to follow the path of
Germany to complete devaluation of the
franc by inflation, something must be
done. The French know this, and have
appointed another commission of experts
to make recommendations. It can easily
be prophesied that the commission will
suggest a plan for the restoration of
financial stability that is sound, but that
political difficulties will interfere with its
adoption. Each political group in France
is still thinking of how it can use this
situation to further its own interests.
Until they forget (at least remporarily)
party interests, and unite 1n the effort to
remedy the situation, not for the sake
of any political party, but for the sake
of France, little improvement is in sight.

LIRE BREAKS AWAY FROM ITS PEG

Two months ago the outlook for Italy
was rosy. Business was active, the Italian
debts to the United States and to Great
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Britain had been funded, the lire was
stabilized at 4 cents, the budget was bal-
anced, and the treasury was reporting
monthly surpluses of receipts over ex-
penditures. The only cloud on the
horizon was the growing import balance
of trade. But it persisted and grew
larger. Exports for the first quarter of
this year decreased 87,000,000 lire from
the total reported in the same period in
1925, while imports increased 221,000,-
000 lire, making an import balance of
2,688,000,000 lire, in contrast with only
2,483,000,000 lire for the first quarter
of 1925. Most of the increase in the
import balance seems to be covered by a
decrease in exports to Germany (said to
be due to a German boycott on Italian
goods, because of Mussolini's speech some
time ago).

With this import balance hanging over
the exchange situation, it required only
the decline of the French franc to start
a speculative drive against the lire. It
evidently became too strong for the In-
stitute of Exchange, which had been sup-
porting the lire, for about May 13 pur-
chases for the institute were suspended,
and the lire dropped a quarter of a cent.
On May 15 it took a further drop, clos-
ing at about 3.45 cents. Since that time
it has held around 3V5 cents. Most of
the newspaper reports have attributed
the fall to the withdrawal of the support
of the Institute of Exchange. But this
explains nothing unless a reason is given
for the institute’s withdrawing its sup-
port. It seems likely that the cumulative
effect of the payments required for the

import balance and the speculative drive
placed a greater burden on the institute
than its resources would bear.

BANK OF ITALY GIVEN MONOPOLY OF
NOTE ISSUE

Mussolini seems to be gradually
strengthening the machinery by which he
controls Italy. He evidently plans to use
the central bank as an aid to this control.
The budgetary surplus is being very skil-
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fully used to this end. The treasury has
liquid funds on hand of somewhere
around 3,000,000,000 lire, and has de-
posited the whole amount in the Bank
of Italy, instead of spreading the risk.
This gives the treasury considerable con-
trol over the bank, for the withdrawal of
all or even a large part of this 3,000,-
000,000 lire would force the bank to
restrict its loans and perhaps advance
the discount rate. Thus the government
potentially controls credit granting by
the Bank of Italy, and in a measure con-
trols the money market.

With this in mind, the recent action
of the cabinet, in restricting the privilege
of note issue to the Bank of Italy can be
understood. This restriction is simply
another link in the chain of control.
Since 1894, the Bank of Naples and the
Bank of Sicily have had equal powers of
issue with the Bank of Italy. Prior to
that time the note issue privilege was also
held by several other provincial banks.
From the point of view of banking, it
is probably better to have the note issue

52

concentrated in one bank, rather than in
three separate banks, if the bank is in-
dependent of the government. The de-
cree becomes effective July 1, when the
reserves of the other two banks which
are held against their notes are to be
transferred to the Bank of Italy. Their
notes will continue to be legal tender
until July 1, 1927, being redeemed grad-
ually by the Bank of Italy, and replaced
with its own notes.

PILSUDSKI UPSETS POLISH GOVERNMENT

The hopeful reports on the condition
of Poland made by Professor Kemmerer
earlier in the year gave no inkling of
the political unrest that must have been
evident in that country. For the recent
emergence of Marshal Pilsudski from re-
tirement and his sudden elevation to dic-
tatorship came as a complete surprise.

Late in April there were signs of
trouble when the Skrzynski cabinet was
defeated on the issue of sound finance.
Finance Minister Zdzjechowski, finding a
budget deficit, proposed that it be re-
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duced by strict economy. He recommend-
ed the dismissal of a large number of un-
necessary employes on the state railways,
and the reduction of the salaries of many
others. The Socialists, of course, op-
posed any such action. They proposed
to meet the budget deficit by the ever
popular method of getting a foreign loan,
ignoring completely the impracticability
of securing a foreign loan with an un-
balanced budget. Failing this, they
called to mind the prosperity which was
prevalent during the period of inflation,
and suggested more inflation. Deflation
and stability, they said, are not helpful,
for they produce only unemployment and
stagnation in business.

The Skrzynski cabinet offered its resig-
nation late in April, but the president
persuaded it to retain office until about
the first week in May, when it became
apparent that it could make no progress.
M. Witos was asked to form a govern-
ment and did so, but it was not essential-
ly different from the Skrzynski govern-
ment.

4

Meanwhile signs of Pilsudski’s power
had been showing. He had been in re-
tirement since 1922, but in the labor
parade on May 1, this year, there were
numerous cheers for him, and the Social-
ist flags were dipped again and again in
his honor. He is a Socialist, and the
Witos cabinet did not meet with his ap-
proval. He charged it with corruption,
widespread bribery, and misuse of state
funds, and finally set out to remove it
by force, since the could not force Witos'
resignation by peaceful means.

When he started his advance against
the government, he had only four regi-
ments, but his forces were constantly
augmented by desertions from the gov-
ernment forces. For a time he met with
more resistance than he expected in War-
saw, but finally gained control of the
city, and forced the resignation of the
Witos cabinet. About 600 lives were
reported lost in the fighting. President
Wojciechowski resigned at the same time
as the cabinet resigned, and M. Ratay
took his place as acting president.
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He appointed M. Charles Bartel as
Prime Minister, and M. Bartel speedily
formed a cabinet, with Pilsudski as Min-
ister of War. M. Bartel is the son of a
locomotive driver, and gained a technical
education while working as a locksmith
in Vienna. He was a railroad official in
the Austrian army, and later mobilized
the Polish railroads against the invasion
of the Red army six years ago. He is a
member of the Labor party, but not a
Socialist. He asked Count Skrzynski to
become Foreign Minister in the Bartel
cabinet, but Skrzynski declined, stating
that he belicved that a government based
on force would be only temporary, and
he would rather have no share in it.

May 31 was set as the date for the
election of a new president, and Pilsudski
was elected but he declined to have the
office. He is too skilful to accept the re-
sponsibilities of power if he can avoid
them. A second election gave the ofhce
to the man Pilsudski suggested, M. Ignace
Moscicki. Professor Moscicki (for he was
a professor in Lemberg University) was
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born in 1867, studied chemistry in Riga
University, and in London, and has
served as professor of chemistry in vari-
ous universities. He patented a method
of manufacturing synthetic fertilizers,
and organized large factories to manu-
facture them. He was evidently elected
merely to act as a tool for Pilsudski, who
was later given dictatorial powers, by
special legislation.

This is not encouraging. Marshal
Pilsudski has a reputation as a trouble
maker. When he was only 19 he was
exiled to Siberia for conspiracy, and has
been involved in such things at fairly
regular intervals ever since. He was
at the head of the Polish Government in
1918, invaded Russia in 1920 only to be
driven back, was Minister of State in
1921, but resigned because of a difference
of opinion with Korfanty, prime minis-
ter at that time. He is said to be an
intensely egotistic man and a belicver in
the mailed fist (which his late actions
confirm). He would like to be known as
the greatest commander and statesman in
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Central Europe, and entertains dreams
for Poland far beyond her ability. He
counts on the labor unions for support,
but his methods are such as to alienate
the unions. For example, when 3000
workers from the iron and munition
works at Ostrowiec recently struck for
higher wages, he promptly called out the
troops, fired on them, killed a few work-
ers, and sent the rest scurrying back to
their work in fear. It is hoped that this
sort of reign of terror will be short lived
in Poland.

The American Polish Chamber of

Commerce announced that Doctor E. W.

Kemmerer sailed for Poland about the
middle of June, with a committee of ex-
perts on finance and economics, who will
make a thorough study of the financial
situation and draw up a program for
again restoring Poland’s finances. If
memory serves, this is the third time that
Doctor Kemmerer has been to Poland for
this same purpose. No evidence has been
offered that his former plans would not
have worked, for they never have been
tried out in their entirety. Always some-
thing happens. Last year it looked as
though Poland was on a stable basis—as
a matter of fact she was—but she
couldn’t stay there. The trouble in
Poland is the same as in France—too
much politics.  Whenever the people
in Poland can agree, and give their united
effort to carrying out a program of finan-
cial stabilization, therz will be some
chance of success.

SOME SIGNS OF IMPROVEMENT IN
SCANDINAVIA

There are some signs that the wide-
spread depression in the Scandinavian
countries is abating a little. The money
situation in Norway has eased consider-
ably. The government borrowing is now
being done at home. The Bank of Nor-
way reduced its discount rate from 6
per cent. to 5%, per cent. on May 10,
with little apparent effect on business,

Trade With Sweden

Aktiebolaget

Goteborgs Bank

Gothenburg and Stockholm
SWEDEN
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which is very stagnant. The greater
monetary ease is attributed to the return
of deposits to Norwegian banks from
abroad with the prospect of the return
of the krone to par. Prices are still de-
clining, and until they are stabilized, no
permanent revival of business can be ex-
pected.

And stabilization of prices is very dif-
ficult with the krone steadily improving.
The puzzle of the krone was referred to
in the May issue. The government has
withdrawn its support, and would pre-
fer to see the krone stabilized at about
20 cents, as an encouragement to busi-
ness. But the krone has refused to stay
at 20 cents. After the withdrawal of
government support, it advanced to 21V,
cents, and held around there for a couple
of months. Then, in the first week in
June it advanced further to about 22
cents. This was helped along by the
offer of a prominent bank of 22.15 cents
for 5,000,000 kroner, all or none. Evi-
dently the krone is bound to go to par
in spite of the government.
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MODERATE ACTIVITY IN SWEDEN

Sweden is enjoying moderate indus-
trial activity on the growth of the export
trade with Russia. The general index of
prices is still declining, building costs are
lower, but improved conditions are re-
flected in a reduced number of bank-
ruptcies and an increased note circula-
tion. The Socialist cabinet of Premier
Sandlar resigned about the first of June,
after the Swedish legislature had passed
some unemployment reliet recommenda-
tions to which the Socialists were op-
posed. The cabinet which succeeded M.
Sandlar, is headed by C. G. Ekman, once
a blacksmith, and now leader of the ex-
treme prohibitionists. The other min-
isters are: Foreign Minister, Erich Loef-
gren; Minister of Justice, J. C. W.
Thyren, formerly professor of law and
rector of Lund University; Minister of
Defense, Senator Rosen, a newspaper
editor; Minister of Social Affairs, Mayor
Jacob Pettersson; Minister of Com-
munications, M. Zeurling; Minister of



—

BANKERS INVITED

FOREIGN BANKS ARE
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M The Central Bank of India, Limited
Bombay (India)

UR close contact with the commercial activities with five

Offices in the City and various Branches in other parts of
India, puts us in the best position to serve you.

S. N. POCHKHANAWALA, Managing Director

Agriculture, Senator Hellstrom, secre-:

tary of the School of Agriculture; and
Minister of Commerce, Deputy Felix
Hamrin, a merchant. Rosen, Almkvist,
Hellstrom, and Hamrin are Prohibition-
ists. The other members of the cabinet
are Liberals.

Finland is enjoying. a seasonal im-
provement in business with the breaking
up of the ice and the resumpuion of com-
munications with the outside world. In
spite of declining prices and dullness in
the pulp and paper trades, the metal
trades are in a satisfactory condition, and
business is fairly good in the leather and
textile trades. The general tightness of
money, with loans increasing faster than
deposits is retarding this business im-
provement. There has been a light
easing in the money markets in recent
weeks, but the bank rate remains at 7V
per cent. So far the gold standard in-
stituted by the banking law of Decem-

—————

ber 10, 1925, has been successfully main-
tained without difhiculty.

DENMARK IS SHORT 9OF CAPITAL

Shortage of capital is also the out-
standing feature of the situation in Den-
mark. The banks seem to be loaded up
with “frozen™ loans, and in a position
similar to the banks of the United States
after the depression of 1920. Reduc-
tions of the interest rate in other coun-
tries (particularly the reduction of the
Bank of Norway's rate referred to
above) are being used as levers to force
a reduction in Denmark. As usual, the
farmers are particularly insistent in their
demand for cheaper money. It is but
natural, however, that when the banks
find more demands for their funds than
they can supply at the current price for
loans, then should refuse to reduce that
price, for the reduction would only stim-

Banco di Sicilia Trust Company
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Organized under the Laws of the State of New York

GENERAL BANKING SERVICE
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ulate the demand. Unemployment is
gradually decreasing, the import balance
is being slowly reduced, and exchange
is very strong. Probably it will have
reached par by the time this is printed.

When once the Scandinavian coun-
tries get their monetary systems back on
a gold basis, so that this steady decline
of prices can be stopped, rapid improve-
ment may be expected.

NETHERLANDS BANK TO DISCOUNT FOR
FOREIGN BANKS

The efforts of the German banks to
have their bills made discountable at the
Netherlands Bank were described in
these columng in May. After careful
consideration and consultation with the
leading business men and banks of Hol-
land, the bank has agreed to rediscount
bills for foreign banks having branches
in Holland. To be eligible for redis-
count such bills must be accepted by a
resident of Holland, and either of Dutch
nationality or registered as a Dutch firm
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or company. All bills that are eligible for
rediscount (whether they are to be redis-
counted or not) must be reported to the
bank. Bills rediscounted must be for
actual financing of imports into the coun-
try of the person for whose account they
have accepted. No renewals or bills for
storage or to provide working capital will
be accepted for rediscount. The discount-
ing institution must be a Dutchman or
registered as a Dutch firm or company,
and both discounting institution and the
acceptor must submit balance sheets and
income statements to the Netherlands
Bank at regular intervals.

The bank hopes, by this action to help
in making Amsterdam a real financial
center by building up an active discount
market.

HUNGARY ADOPTS THE PENGO

By a law passed last November, Hun-
gary adopted as her national monetary
unit the “pengo.” The name was chosen
with the idea of making it impossible to
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translate it into another language, and at
the same time with the idea of connoting
to the people the return to a sound
money. This is admirably done, for the
literal translation of “pengo™ is “jingler”
thus calling to mind the fact that the
money is based on gold with the ringing
sound.

The pengo is worth about 17V cents
in American money. The Hungarian
National Bank has bought the entire
capital stock of the Hungarian Bank
Note Printing Corporation, and will
have the monopoly of note 1ssue, issuing
pengo notes in denominations of 100,
500, 1000, and 5000 pengoes. Sub-
sidiary silver and gold coins will also
be issued in “fillers™ (which will be equal
to 1/100th of a pengo). Coins will be
minted for 1, 5, 10, and 50 fillers.

Since January 1, the reports of the
Hungarian National Bank have been
made in pengoes, and other corporations
in Hungary are gradually changing their
balance sheet to a pengo basis. The old
paper crowns are redeemable in pengoes
at the rate of 12,500 crowns per pengo.

The mint par of the pengo is given as
follows: 1 pengo is equai to .0359388
gold pounds; to .1748985 gold dollars;
to .4351157 Dutch florins; to .9064327
gold francs; to .6526315 Scandinavian
crowns: to .7342105 gold marks; to
.8631578 gold crowns, and to 1.2429473
Austrian schillings.

A CO-OPERATIVE MORTGAGE SOCIETY IN
HUNGARY

A co-operative organization for the is-
suing of mortgage bonds, similar in prin-
ciple to the German Consolidated
Municipal Loan described in these
columns in April, has been formed in
Hungary. The Hungarian Commercial
Bank of Pest, the Hungarian General
Credit Bank, the First National Savings
Bank Corporation of Pest, the Hungarian
Discount and Exchange Bank, the Hun-
garian-Italian Bank Limited, and the
Hungarian General Savings Bank Com-
pany, Ltd., all located in Budapest, have
banded together into a “co-operative so-
ciety of banks™ for the issuing of mort-
gage bonds.

They will act much as the farm loan
associations do in the United States,
selecting mortgages, and guaranteeing
them when they are passed on to the co-
operative society. The banks differ from
the farm loan associations in that they
will make mortgage loans on city proper-
ty as well as farm lands. These mort-
gages the co-operative society pledges
with a trustec and issues bonds against
them, just as the Federal Land Banks
issue bonds against their mortgages, and
thus by the combined strength of
the banks, their guarantee, and the
careful sclection of risks, a very safe
security is created. Such bonds are legal
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investments in Hungary for trust funds,
for the Hungarian postal savings system,
and are accepted as security for gov-
ernment deposits. An issue of $5,000,
000 of these bonds was recently floated
in the United States by Lee, Higginson
& Co., and the J. Henry Schroder Bank-
ing Corporation.

THE CRISIS IN RUSSIA AND ITS CAUSES

Russia is again losing her fight for a
stable money. While the chevronetz is
still nominally at par, the marked rise
of prices which has recently taken place
is depreciating its purchasing power, and
having the same effect as inflation. Rus
sia now finds herself unable to maintain
the purchasing power of her monetary
unit, even with her most strenuous ef-
forts. The events leading up to the es-
tablishment of the chevronetz, and the at-
tempt to maintain its purchasing power
are interesting.

The revolutionary government in Rus-
sia, believing in the abolition of all
money, at first deliberately set about to
destroy the value of it by printing money
in vast quantities. This was a case of
deliberate and premeditated inflation,
brought about in following out a fal-
lacious economic theory. In 1921 it was
found that this theory was unsound, and
a part of the New Economic Policy
adopted at that time was the creation
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of a new stable unit of money, the
chevronetz, to be issued by the new
State Bank of the U. S. S. R. The
chevronetz is equal in gold content to ten
gold rubles. The bank is allowed to issue
chevronetz notes, provided it maintains
a reserve of at least 25 per cent. in gold
and the remainder in staple commodities,
short term securities, or stable foreign
currency against such notes.

The old paper rubles were allowed to
circulate side by side with the new chev-
ronetz, though the rubles fluctuated
widely in value from time to time. The
issue of paper rubles from time to time
was very useful to the Soviet in meeting
budget deficits, but it had a bad effect on
business, and was finally abandoned in
1924, when the issue of further rubles
was discontinued, and a rate for their
redemption in chevronetz was fixed.

The establishment of a stable medium
of exchange and the other beneficial ef-
fects of the New Economic Policy
(which was briefly an abandoning of
communism and the adoption in place of
it of a sort of state capitalism) caused
a temporary improvement in business in
Russia, which the authorities immediate-
ly hailed as a vindication of their pol-
icies and procceded with elaborate plans
for increasing trade. Monthly turnover
on the Moscow produce exchange, ac-
cording to figures furnished by the Rus:
sian Finance Commissariat, increased
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from 129,600,000 rubles in 1923-24 to
249,300,000 rubles in 1924-25. The year
1924 showed an export balance of trade,
and furnished the basis for various
credits to Russia which resulted in an in-
crease of imports from 262,300,000
rubles in 1924 to 737,300,000 rubles in
1925, while exports increased only from
351,600,000 rubles to 561,400,000
rubles, making the balance again an im-
port balance.

UNSTABLE FOUNDATION FOR BUSINESS
REVIVAL

But the improvement in business was
not built on a stable foundation, and
could not last. The equipment and ma-
chinery of the factories and railroads
had so much depreciated that increases
in production brought into operation the
law of increasing costs instead of the law
of decreasing costs. Usually large scale
operation reduces the cost per unit of
manufactured articles. This was not so
in Russia. Each additional unit was
produced at an increasing cost, and nat-
urally had to be sold at a higher price.

The peasants were unwilling to pay
the price asked for these manufactured
goods. They found that with a reason-
able amount of labor they could produce
sufficient foodstuffs to live comfortably,
and they made no great effort to pro-
duce more to exchange for manufactured
goods on what they considered an in-
equitable basis. If they did produce
more than they could consume, they
were content to hold it, or feed it to
stock, rather than sell. The state was
thus deprived of the revenue expected
from the sale abroad of the grain pro
duced by the peasants.

The import balance could not be set-
tled by payment of gold (for the gold
available had been used for previous
purchases), nor by loans, for loaning in
Russia is still a matter to be approached
with caution, nor by goods, for there
was no exportable surplus. Naturally
the chevronetz began to depreciate, and
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with it the purchasing power of the
workmen.

The proper course was just the course
which the government took—namely,
curtailing the foreign program by the
restriction of credits and the discourag-
ing of imports. How promptly and
drastically this was done is evident in the
figures showing that the Soviet bought
159,266,071 marks of goods in Berlin
in the first quarter of 1925-26, and only
17,636,257 marks in the second quarter,
after this restriction went into effect.
But it made the depression worse in Rus-
sia. Furthermore, it created the para-
doxical condition in which Germany is
seen appropriating 300,000,000 marks to
guarantee credits extended to Russia by
German manufacturers, a measure cals
culated to stimulate exports to Russia;
while Russia is making vigorous efforts
to discourage imports of all kinds.

Thus it has come about that the gov-
ernment has held a conference on means
of saving the chevronetz from further
depreciation; that the Soviet is asking
people who hold maturing bonds to ex-
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tend them, or take other bonds, instead
of demanding payment in cash; that ef-
forts are being made to float an internal
loan; that textile factories are closing
for lack of raw materials; and that mili-
tary measures are being used to stop the
rise of prices—all because past history
has been disregarded as teaching nothing.

The only ray of hope in the whole
situation is the fact that there seems to
be a growing body of opinion in Russia
which favors the granting of concessions
to foreigners to bring in new capital and
the spirit of initiative which comes with
the chance for profit. The majority still
favors repressive measures, such as trying
to stop exchange dealing by prohibiting
it (which has created a number of “black
exchanges™ dealing in exchange covert
ly) and trying to control prices by legis-
lation, but in time if the Russian leaders
will not learn from the experience of
other nations, their own expecrience will
teach them. It is deplorable that so
many innocent people must suffer to dis-
prove a theory that most rational men
recognize as fallacious.
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SLIGHT IMPROVEMENT IN SOUTH
AMERICA

Argentina enjoyed a slight improve-
ment in trade in April, but the combined
influence of labor troubles at home, the
depressing effect of the British general
strike on trade with that country, and
the decline of the Latin exchanges re-
stricting exports to those « ountries coun-
teracted this. Argentine importers find
themselves heavily overstocked in a dull
market. This has caused a considerable
demand for money, a decline of ex-
change, and numerous bankruptcies.

Little improvement is reported in
Chile, though a smaller budget deficit is
expected this year. A new agrarian
credit bank is proposed to assist the
farmers to obtain loans on their grain
when stored in warehouses. The new
“caja de credito agrario,” as it is called,
will make loans on notes secured by the
warehouse receipts for such stored grain,
and these notes have been made eligible
for rediscount at the new Central Bank
of Chile. The new “caja de credito
agrario” will also make loans secured by
farm machinery, animals, growing crops,
thus enabling the small farmer to get
enough capital at a rate of interest not
exceeding 9 per cent., to develop his busi-
ness more extensively.

In Brazil, Bolivia, and Peru, there is
little improvement. The coffee market is
weak in Brazil, and it is reported that Dr.
Luiz, president-elect of Brazil who is now
in the United States, is negotiating for
another loan for that country. In Peru
the financial crisis through which the
country has just passed, due to bad agri-
cultural conditions, has left her very
weak.

Only in Venezuela and Uruguay is
good business reported. And even in

New Orleans
XXII1

Burlap

In 1924 (latest available Govern-
ment figures) New Orleans imported
120,895,320 1b. of burlap valued at
$11,816,397 —more than 21% of the
entire burlap imports of the U. S.
New Orleans is the largest port of
burlap importation in the world.

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

Uruguay, while business is fair, mer-
chants are complaining of slow collec-
tions. Venezuela, which has been en-
joying fair business while the rest of
South America was in deep depression,
reports that the long overdue rains have
arrived, and business is still further im-
proved. Transportation on the rivers is
still difficult, however, and merchants are
restricting their purchases to immediate
necessities.

On the whole then, while conditions
are improved somewhat in South Amer-
ica, the improvement is very slight, and
does not hold out an encouraging pros-
pect for the near future.
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N increase in current loans of the
Bank of Montreal of over $16,-
000,000, as shown in the half
yearly report for the period ending April
30, may be taken as an indication of
general business and industrial improve-
ment in Canada. This half-yearly report
of the Bank of Montreal is always await-
ed with a great deal of interest in the
business community as providing a re-
flection of winter and spring develop-
ments in the business and financial situa-
tion.

An increase of about $14,000,000 in
savings deposits and of $8,600,000 in de-
mand deposits were the main factors in
providing the increase in total assets.

The bank’s assets now approach $750,-
000,000, showing an increase of over
$30,000,000 for the year. In addition
to the increase in current loans in Can-
ada there is an increase indicated of $29,-
000,000 in current loans outside of
Canada. Call loans in Canada are high-
er by more than $8,000,000, and call
loans abroad reduced by more than $14,-
000,000.

A substantial increase in earnings for
the six months is reported at $2,469,326,
compared with $2,414,012 for the cor-
responding period of last year. Adding
to this the balance of $596,788 from the
profit and loss account of October 31,
1925, makes a balance of $3,066,114
available for distribution. This amount
has been disposed of as follows:

To quarterly dividend of 3 per cent.
paid March 1, 1926 .......... $897,501
To quarterly dividend of 3 per cent.

payable June 1, 1926 .......... 897,501
To provision for taxes payable to

Dominion Government ........ 194,583
To reserve for bank premises ..... 150,000
Balance of profit and loss carried for-

Ward it e e 926,529

The balance sheet of the Bank of Mon-
treal, as of April 30, 1926, shows total
assets of $749.132,357.

[

BANKING NOTES

THE thirty-fifth annual report of the
Incasso-Bank, Amsterdam, shows gross
profits for the year ending December 31,
1925, of 6,386,937 florins. Adding to
this the balance from 1924, 203,859
florins, makes a total available for dis-
tribution of 6,590,796 florins. This
amount has been disposed of as follows:

Florins
To current cxpenses «........... 3,045,692
To “pension fund for staff of the
Incasso-Bank™ ............... 69,138
To writing off premises account.... 200,000

To provision for doubtful debts.... 472,000

To dividend and bonus taxes...... 182,122
To reserve fund ................ 250,000
To bonus to managers, directors, and

staff L.l e 333,333
To extra bonus to staff .......... 108,894
Balance carried forward to next ac-

COUNE ¢ iverennonnnasanansnn 304,615

The balance sheet of the Incasso-Bank,
as of December 31, 1925, showed total
assets of 126,832,226 florins.

THE net profit of the Yokohama Specie
Bank, Limited, Yokohama, for the half-
year ended December 31, 1925, as re-
ported at the ninety-second half-yearly
ordinary general meeting held on March
10, 1926 (after making provision for bad
and doubtful debts, rebate on bills, etc.)
amounted to 9,237,362 yen. Adding to
this the 5,568,628 yen brought forward
from last account, makes a balance of
14,805,990 yen available for distribution.
This amount has been disposed of as
fg]]ows:

Yen
To reserve fund .............. 3,000,000
To dividend at the rate of 6 yen
per share ... voeiiieineiennn 6,000,000
Balance carried forward to next
ACCOUNT vt it iineennenenns 5,805,990

Total assets of the bank, as of Decem-
ber 31, 1925, amounted to 1,378,718,-
235 ven.




HOW CONSOLIDATED BALANCE SHEETS
ARE PREPARED

. By M. E. ROBERTSON

sheets and separate supporting

statements in credit granting has
received considerably more attention
since the recent Federal Reserve Board
ruling, which reads in part as follows:

“Whenever the borrower has closely
affiliated or subsidiary corporations or
firms, the borrower’s financial statement
shall be accompanied by separate finan-
cial statements of such affiliated or sub-
sidiary corporations or firms.”

Inasmuch as this ruling is being rigidly
applied, in every case where paper is
offered the Federal Reserve Bank in
amounts of $5000 and over, and only a
consolidated balance sheet of the parent
company and its subsidiaries is furnished,
the paper is rejected for want of separate
statement of the borrower. This very
feature makes it easier for the bank to
secure a consolidated statement, plus
separate statements from the customer.
Every bank desires to keep in a liquid
condition, and all being on the same
basis with respect to this ruling, irre-
spective of Federal reserve district, the
whole matter is largely simplified and
analysis greatly facilitated. With large
companies and commercial paper names,
it is an absolute necessity that they sup-
ply this desired data, while the banks can
easily demand it of the smaller com-
panies.

The consolidated balance sheet under
the meaning of the Federal Reserve
Board ruling, and for the purpose of this
discussion, is the consolidated balance
sheet brought about by the consolidation
of the balance sheet of the parent or
holding company, together with balance

THE use of consolidated balance

sheets of its subsidiary or subsidiaries,
all statements being as of the same date.
As a matter of illustration take the bal-
ance sheet of a parent company which
happens to have three subsidiaries. The
statement of the parent company is as
follows:

ASSETS
Cash tovviiiieinieannnnnnns $ 60,000
Accounts receivable ............ 420,000
Merchandise  .ooveveeiiiennn 600,000
Due from subsidiaries .......... 210,000
Investment in subsidiaries ...... 427,000
Miscellaneous . ..vvvvevueeennnn 10,000
$1,727,000
LIABILITIES

Bank debts .........cvvunan.. $ 400,000
Accounts payable .............. 280,000
Due subsidiaries .......cc00e.. 130,000
Total current liabilities ....... $ 810,000
Capital ..oovvvininnniain, $ 500,000
Surplus ...l 417,000
$1,727,000

If the items, “Due from subsidiaries,”
“Investment in subsidiaries,” and “Due
to subsidiaries,” were set up in detail,
they would appear as follows:

Due from subsidiaries

O.K. M. Company ............ $ 80000
C. B. X. Company ............ 130,000

Investment in subsidiaries
O. K. M. Company .......... 250,000

C. B. X. Company ............ 75,000

A.H. L. Company ............ 102,000
Due to subsidiaries

A.H.L Company ............ 130.000

[Continued on page 97]
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THE AMSTERDAM MONEY MARKET

By GERLOF VERWEY

HEREAS Amsterdam before

& x / the war was an investment

market of importance, its sig-
nificance as an international money
center was limited, primarily because the
necessary funds to support this market
failed, but also because the market tech-
nically had not been so highly developed
as was the case with London.

The funds which are at the disposal
of the money market are very limited
indeed. Deposit banking in Holland is
but little developed, the public generally
preferring permanent investments (se-
curities, mortgages) which though more
risky, give a higher yield. Moreover
those liquid funds which could be de-
posited, are rather lent out on the stock
exchange,* where they give a higher res
turn with almost the same risk. Then,
the international character of the Dutch
trade, makes it imperative for many
merchants to keep balances in foreign
currencies with banks abroad, which
amounts would otherwise have gone to-
ward increasing deposit accounts.

CHECKING ACCOUNTS NOT COMMON

Furthermore, the use of the check and
checking accounts is not common in Hol-
land, and transfer (giro) is only in its
preliminary stage. The giro system or-
ganized by the postal authorities has met

*Even small capitalists and rentiers in Hol-
land will lend out their money or borrow
money (on the strength of securities) on the
stock exchange, through the intermediary of
the banks or brokers. It is a feature of the
Amsterdam Stock Exchange that the money
is lent and the securities are mortgaged with-
out regard to the standing of the borrower
and without regard to the quality of the se-
curities mortgaged, provided they are official-
ly quoted at the Amsterdam Stock Exchanye
and provided the sum lent out does not ex-
ceed 90 per cent. of the face value of the se-
curities.

6C

with success, but the funds which have
been attracted to it are, to all practical
purposes, withdrawn from the money
market. The giro system, which is quite
commonly practiced in Europe, but is
only slightly known in this country, aims
at facilitating payments between those
who have joined the system. Payments
are effected not by checks, but by means
of an order issued by the debtor request-
ing the giro administration to transfer
a certain sum of money, mentioned in
the order, from his account to the ac-
count of a third party, the creditor.
Obviously the transfer or giro system
can only be effectively used if both
debtors and creditors have joined it.

Currency is still largely used as a
means of payment, as evidenced by the
fact that note circulation amounts to
about $50 per capita, as compared with
$42.30 in England and $43 in the United
States (both countries having a higher
standard of living) and only $23.20 in
Sweden.

Consequently the resources of Dutch
banks have always been excessively low
and form a striking contrast to those of
the Anglo-Saxon countries, and to those
of the principal European countries.

A few figures will easily substantiate
this fact. Bank deposits (commercial
and savings banks) amount to $258 per
capita in the United States, to about
the same amount in Great Britain (the
exact amount could not be ascertained)
to nearly $300 in Sweden and $368 in
Switzerland.¥ In Holland however
though lack of publicity prevents ac

+The small extent to which the overdraft
system is practiced in the Anglo-Saxon coun-
tries, makes an exact comparison between the
European and Anglo-Saxon figures impos-
sible. None the less the figures given are
illustrative.
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curate calculation, $100 per capita seems
to be a rather high estimate.
Whereas in the Anglo-3a<cn countries
a commercial bank generally has depnsits
equalling many times its capital and
surplus (average for the TJnited States.
5.8 tmes; for the ten London clearing
banks: 14 times) and where this ratio
for the Swedish banks is 4.4 and fer the
Swiss 3.3, bank deposits in Holland
scldom surpass twice the combined
amount of capital and surplus.
LITTLE MONEY AVAILABLE FOR
DISCOUNTING

Deposits as long term investments, so
popular in countries like Sweden and
Switzerland, in Holland only exist to a
small extent. As has been pointed out,
such funds in Holland are attracted to
the investment market, which is in a
high stage of development, higher than
in most other countries.

If it is further remembered that a
considerable part of the resources of
the banks is constantly employed on the
securities market and is tied up in ad-
vances on securities, it becomes evident
that only a small amount of funds is
available for general credit purposes and
for discount purposes.

Under these circumstances a discount
market of international importance
could only be developed with the active
support of the Central Bank (De
Nederlandsche Bank) either direct or
through its rediscounting policy, or if
the resources of the banks were strength-
ened by an inflow of money from abroad.
It is desirable to keep in mind that, even
during and after the war, these were the
limits within which the discount-market
could expand.

Before the war the discount-market in
Holland played a relatively insignificant
role, the more so on account of the great
facilities that so handy a center as Lon-
don could offer. Conditions however
changed considerably during the war,
when Amsterdam became a financial cen-
ter of the utmost importance.

FACTORS CONTRIBUTING TO
AMSTERDAM'S RISE

Two facts particularly contributed to-
ward the rise of Amsterdam at the ex-
pense of London: the fluctuation of the
pound sterling as a result of which the
pound lost much of its old stand-
ing; and the fact that the London money
market, even after the war, was closed
to Germany.

The situation in Germany in the years
1918 and following caused much Ger-
man capital to go abroad, and Amsterdam
consequently could benefit all the more
from the isolated attitude of London to-
ward Germany. The establishment of
German banks at Amsterdam was the
result of this attitude on the part of
England.

The many exchange transactions, par-
ticularly in German marks, have already
greatly increased the international im-
portance of Amsterdam. Its significance
was again considerably increased by the
establishment of a large number of Ger-
man financial institutions, who had large
amounts of capital at their disposal.
Moreover the concentration movement
had considerably strengthened the in-
fluence and power of the big banks, who
also contributed toward the revival of
the Amsterdam money and discount
market.

After the stabilization of the German
mark, however, most of the German
capital returned to Germany, where it
was urgently needed to participate in
the economic reconstruction of the coun-
try. From being the principal supplier,
Germany turned to be the principal bor-
rower of capital. The banks in Ger-
many, bereft as they were through de-
preciation, of the necessary resources,*
could supply only a small part of the
capital needed,” and in most instances

[Continued on page 76]

*German bank deposits after the inflation
period (on December 31, 1923) equalled from
10 to 15 per cent. of the pre-war deposits.

+The more so because the German Reichs-
bank had limited rediscounting fcalities.



THE ELIMINATION OF NON-ESSENTIALS

By RiCHARD W. SAUNDERS

ways of making an improvement

are seemingly either to take some-
thing away or to undo something that
has previously been done. There is a
tendency to keep on accumulating
things, due probably to the innate de-
sire for possession. And people give to
the things they possess a value which is
rarely assigned to them by others. It is
only when the time comes for the dis-
posal of such belongings that one finds
their true value.

Not only is the tendency to over-
accumulate, but also to select objects that
really do not matter. QOur houses are
filled with all kinds of unnecessary things
with any one of which, however, we
hesitate to part. Storerooms are veritable
museums. Storage warehouses are filled
with things that their owners would be
much better without. People cling sen-
timentally to so much that has either
outlived its usefulness or would be better
in the hands of others who would make
good use of it. Massive trunks are built
for travelers but foreignstravel, which has
increased so greatly in recent years, has
taught many tourists how nearly every-
thing necessary can be carried in one
bag. Handling excessive baggage abroad,
where the railroads have not attained
the degree of service common in this
country, is a task that few would under-
take a second time.

An amusing instance is given by
Jerome K. Jerome. Three men were
planning a trip up the Thames in a small
boat and were making out a list of what
they should carry with them. The first
list had to be discarded. It was clear
that the upper reaches of the Thames
would not allow of the navigation of a
boat sufficiently large to take the things
we had set down as indispensable.” Then
one of the men said, ““We are on a wrong
track altogether. We must not think of
the things we could do with, but only

G

THE simplest and most expeditious

of the things that we can’t do without.”
Camp life teaches how few things one
needs to subsist happily.

This thought applies forcibly to our
laws. Many of these when passed are
considered by those responsible as being
of vital necessity. Becoming a burden,
they awaken a spirit of unrest that may
develop into a serious menace. History
is full of examples where the people de-
manded the repeal of an obnoxious law
and more than one revolution was the re-
sult of a denial of this demand.

Authors offend very frequently in this
regard. In the study of any subject the
examination and rejection of masses of
facts that obscure the main theme, take
a vast amount of time. Things are so
related to each other that 1t is often diff-
cult to decide what is or is not of im-
portance. Some authors are obscure as
well as verbose. A critic said of a cer-
tain book by W. E. Gladstone that there
was not more than 50 per cent. more
verbiage than necessary and that no sen-
tence had over two meanings.

The mind also becomes burdened with
a mass of unnecessary facts, worn-out
ideas or prejudices that impede clear
thinking. One of the great values of
education is to instil the principle of
selection and to enable the mind to re-
ject the valueless and concentrate upon
and properly tabulate the really worth
while.

In business, simplicity is becoming
more and more the cardinal rule. Taylor
watched bricklayers make seventeen mo-
tions in laying a brick and was able to
reduce these by half. Standardization of
styles and patterns has been undertaken
by the United States Chamber of Com-
merce. Simplification can be applicd to
everything in life. As the non-essentials
are discarded, the attention can be better
directed to the essentials with resulting
benefit of the individual and the world

at large.
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STABILIZING THE UNSTABLE

[Continued from page 8]

much differently situated than thosé en-
gaged in other lines of production and
trade, and that the farmer alone is en-
titled to some special form of relief by
the Government, while others are left to
the mercy of times and cimcumstances?

Congress has been asked to amend the
Federal Reserve Act so that the Federal
Reserve Board shall utilize all its powers
for promoting stability of the price leval.
In regard to this proposal it has been
pointed out by Governor Strong of the
Federal Reserve Bank of New York that
no power exists or could be created to
fix prices. He went on to say:

“If it is assumed that the system has
power to raise or lower price levels by
some magic, mechanical formula, what
safeguards are there against stupidity, or
any bad judgment that might be exer-
cised or against divided opinions in our
council? Is it possible to guard against
misuse of political influence over this
power?”

The relation which reserve bank
credit sustains to the money market was
thus set forth in a paper on “An Analy-
sis of Changes in the New York Money
Market,” by W. Randolph Burgess, of
the New York Federal Reserve Bank,
published in “The Review of Economic
Statistics:™

“The use of reserve bank credit by
the money market is in the main a semi-
automatic operation. The amount of
such credit called into use at any time
is the result of the composite action of
the officers of many member banks and
occasionally of dealers in bills and securi-
ties. In the main the use of reserve credit
is on the initiative of these people and
not on the initiative of the banks. This
does not mean that reserve bank policy
in fixing rates and dealing at times in
Government securities is not important.
It means that the banks help to set the
stage by fixing their discount and buying
rates, and beyond that point the opera-

tions are ordinarily semi-automatic as far
as the banks are concerned. The use of
reserve credit by the market is a direct
response to changing conditions in the
market. The semi-automatic adjustment
of reserve bank credit to market needs
is a major force for financial stability
and is one of the most effective contribu-
tions which the reserve system makes to
Anmerican finance.”

In this view, which appears to be the
correct one, the reserve banks are less
the creators of general credit conditions
than reflectors of them. Popularly, the
reserve banks are supposed to pos-
sess powers almost magical in controlling
the supply of credit and in regulating
prices; but actually these powers are
greatly circumscribed by conditions be-
yond the ability of the reserve banks to
control.

Another proposal for stabilizing the
general price level is to have the dollar
jump up and down in its gold content
as prices vary. This form of achieving
stability is thus satirized by Professor
Simon Newcomb in his “A. B. C. of
Finance:™

“The principles on which this in-
genious system of finance are based need
not be confined to money; they can also
be applied to navigation so as to prevent
shipwrecks. A ship’s anchor frequently
fails to hold her in a storm, and she
may thus be driven on a lee shore. Scores
of vessels are wrecked in this way every
year. The new plan of anchoring which
is open to all the world is this: Dispense
with all such uncertain things as anchors,
and send your ships out in pairs. Then
whenever your two ships—the Eagle and
the Ocean Wave—are in danger of being
blown on a lee shore in a gale of wind,
lash the Eagle firmly to the Ocean Wave
so that the wind cannot move her an
inch. Then lash the Ocean Wave to the
Eagle so that she cannot move either.
Then the two ships will bid defiance to
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the storm, and their crews will look on
calmly as they see these unwise captains
who trust in anchors drifting by them.
You see the principles involved. The
Eagle is the greenback, the Ocean Wave
the bond. The greenback is based on the
bond as the Eagle is lashed to the Ocean
Woave. The bond is based on the green-
back as the Ocean Wave is lashed to the
Eagle. And thus we see 1n navigation
as in finance, a ‘subtle principle’ which
will regulate the movement of finance
and ships ‘as accurately as the motion of
the steam engine is regulated by its gov-

LIREY

ernor.

While the above was written in refer-
ence to what was known as the inter-
changeable bond plan, its applicability to
the jumping dollar will be seen.

The Stable Monev Association has
been formed to study the relations of
money and credit to the price level. It

might do useful service by attempting to
bring about the following reforms:

1. To establish one kind of legal ten-
der—gold.

2. To make the Federal reserve notes
obligations of the Federal Reserve Banks,
and not of the Government.

3. To increase the required bank re-
serves and to compel the holding of a
larger percentage of the reserves in the
individual bank’s vaults in the form of
gold.

Even these measures would not stabil-
ize prices, but they would reduce some of
the elements now contributing to in-
flation.

As to the farmer, because his case is
difficult, it should not be given up as
hopeless. Perhaps the problem is summed
up by Will Rogers when he says: “The
producer and consumer have never
shaken hands with one another.” They
should be introduced.

WHY THE BANKER IS MISUNDERSTOOD

[Continued from page 18]

So, if the banker would more intimate-
ly familiarize himself with his customer’s
problems, and if the customer on the
other hand would get better acquainted
with the banker and learn the banker’s
side, much grief would be spared.

The concrete recommendation, then, is
that bankers should here and now re-
solve that they will study the other fel-
low’s job more closely; that they will
take more time and devote more patience
in acquainting him with facts as they see
them; that they will give moral and
financial support to the American

Bankers Association, and particularly to
those constructive agencies which have
for their outstanding purpose the raising
of the standard of economic knowledge
in this fair land. And if all bankers;
shoulder to shoulder, with this resolution
as the watchword, will consistently and
persistently labor for the achievement of
this great purpose, when the time comes
for them to lay down their arms they
will be sure that they have assisted in no
small way in making this old world better
for their having lived.
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THE VOTING RIGHTS OF STOCKHOLDERS: A RESUME
OF A CURRENT CONTROVERSY

[Continued from page 20]

stock of a large railroad or industrial
corporation may easily represent effective
control, because the owners of the re-
maining two-thirds of the stock may be
so widely scattered and have such di-
versified interests that, in the first place,
it may prove impracticable in the lan-
guage of politics, “to get the vote out,”
and, in the second place, the votes of the
stockholders, when recorded, may show
as many differences of opinion on vital
corporate questions as there are well-
defined groups of stockholders.

(b) The interest of the bankers who
retain control of the voting stock of a
corporation is identical with the interest
of the corporation itself, the stockholders
and the public. These bankers in the
long run stand or fall, prosper or lose
money, by the success of the corpora-
tions which they sponsor before the
public. Such success, in turn, depends
upon intelligent management of these en-
terprises and this intelligent management
requires that authority and responsibil-
ity be concentrated. It is, therefore, un-
fair to criticize bankers for taking steps
to guarantee that the ultimate control of
the corporations whose securities they
sell to the public shall remain in known,
competent and trustworthy hands.

(c) The limitation of a stockholder’s
right to vote represents a voluntary
agreement on his part to waive his voting
rights, in whole or in part, in considera-
tion of a preference over the voting stock
as to dividends or distribution of assets,
or both. Such restrictions of voting
rights and preferences are generally
printed on the certificates of stock and
are usually set forth in circulars and ad-
vertising initially offering such stock for
sale. If the public purchases stock with-
out full voting rights it is fair to assume
that it does so because the counter-
balancing preferences make it an at-
tractive investment.  To forbid by law

|

stockholders voluntarily to limit their
voting rights by such agreements among
themselves is a dangerous limitation of
the doctrine of freedom of contracts.

THE SEPARATION OF OWNERSHIP AND
CONTROL

(d) It is not accurate to speak of the
“separation of ownership and actual con-
trol™ as if it amounted to a disfranchise-
ment of the holders of non-voting stock
because of the tendency of the courts to
control corporate powers in the interest
of all the stockholders, even when such
corporate powers on their face are given
absolutely to the holders of one class of
stock. In other words, all stockholders,
however unqualifiedly the language of
the statute and the language of the char-
ter may place the management of the cor-
poration in the hands of the holders of
the voting stock, have the right of an
appeal to the courts if they feel that the
holders of the voting stock or the di-
rectors, who represent the holders of
such voting stock, are not faithfully ad-
ministering the affairs of the corporation.

*“There is no rule better settled in the
law of corporations,” said Chancellor
Wolcott of Delaware in a recent case,
“than that directors in their conduct of
the corporation stand in the situation of
fiduciaries.” The attitude of the courts
toward the holders of voting stock has
not been stated so plainly. But A. A.
Berle, Jr., reviewing the leading cases on
the point, in a recent issue of the Harvard
Law Review, says “It is believed that
examination will show the holders of such
management stock to be subject to greater
equitable control than generally sup-
posed—control rendering them analogous
to trustees, imposing many of the duties
which trustees normally have toward
their cestui que trust.” The Industrial
Securities Committeec of the Investment
Bankers Association also concludes a re-
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port on the question of the issuance of
non-voting stock by stating that, “the
legal rights of voting common stocks
where non-voting common stocks exist
may carry with them obligations, the
exact nature of which cannot at the
time of issue be determined and which,
if it could be known, it would not be
good judgment to,assume.”

LIMITATION OF ISSUANCE OF NON-VOTING
STOCK

(e) The limitation of the issuance of
non-voting stocks, especially of non-
voting preferred stocks, will result in
new financing through the sale of bonds.
This practice has been condemned by
many eminent economists, and, in con-
nection with the recent refusal of the
Interstate Commerce Commission to
authorize the Chesapeake & Ohio to
issue about $11,000,000 of bonds, Com-
missioner Woodlock wrote a concurring
opinion in which he clearly and forcibly
set forth the reasons why railways that
can do so should sell stock rather than
mortgage bonds.

What then is the remedy for’the non-
voting stock evil, if evil it be? Most of
the suggested remedies bring one
squarely face to face with the issue of
Federal versus state authority. Some pro-
posed remedies are: (a) Federal incor-
poration of companies engaged in inter
state business; (b) a Federal license sys-
tem under which permission to engage
in interstate commerce would involve
compliance with certain standards as to
corporate structures and publicity; (c)
the placing of of superstate public-
utility companies under the jurisdiction
of the Interstate Commerce Commission;
and (d) an increase in the power of such
bodies as the Federal Trade Commission
and the Power Commission of the De-
partment of the Interior.

“The first duty is to face the fact
that there is something the matter,” says
Professor Ripley. “For a remedy, I am
groping as yet, like a child in the dark.”

The consensus of informed opinion
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seems to be that it is too soon to know
what is the best “remedy,” and that,
while the. matter is under intelligent con-
sideration, the procedure should be in the
direction of public education in the tested
principles of investment. If the practice
of issuing non-voting stock, say the in-
vestment bankers, be really so subject to
abuse and contrary to the best interests
of the stockholders and the public at
large, such stocks will fall into disrepute,
and their market will be gone, and the
problem will solve itself.

“Whatever may be said of these crit-
icisms,” says Evans Clark in the New
York Times, “‘the discussion they have
caused in the world of business and
finance proves beyond a doubt that Wall
Street is as aware of Main Street as Main
Street is of Wall Street. It looks as if
this very pressing matter of industrial
control would not be determined by
either one without considering the
other.”

TO FORMULATE COURSE IN
TRUST FUNCTIONS

DURING the mid-winter trust confer-
ence of the American Bankers Associa-
tion, Stephen I. Miller, director of edu-
cation of the American Institute of
Banking called attention to the need of
the institute for a course in trust work,
suggesting that the A. B. A. appoint a
committee to advise in the construction
of such a course. This suggestion has
been followed, the committee appointed
including Dr. Miller as chairman;
William H. A. Johnson, assistant secre-
tary Continental and Commercial Trust
Company, Chicago, Ill.; J. Cunliffe
Bullock, vice-president Industrial Trust
Company, Providence, R. 1.; G. Harold
Welch, assistant trust officer The New
Haven Bank, N. B. A, New Haven,
Conn.; and Frederick Vierling, vice-
president Mississippi Valley Trust Com-
pany, St. Louis, Mo.

New York Chapter of the A. 1. B.
already has such a course,
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had to limit their activities to guaran- credit. In not a few cases German banks

teeing the credits which England and
Dutch and later American banks also,
granted on the strength of their sig-
natures. Amsterdam, during this period,
logically became the center for the
financing of raw material to middle
Europe, and the guilder naturally be-
came a currency of much more than
national importance.

ACCEPTANCE COMPANIES FORMED

The establishment of the so called ac:
ceptance and credit companies (Interna-
tionale Handelsbank, Wool Finance
Corporation, etc.) dates from this time
Their origin was the outcome of the
long felt desire on the part of the banks
to divide their risk and to create separate
institutions which, through their special
organizations, would be in closer contact
with and would have a more intimate
approach to, those foreign demands for
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participated (Darmstadter and National
Bank, Deutsche Bank, Direction der
Disconto-Gesellschaft, Mendelssohn &
Co). They also generally originate the
credits which are granted by the Am-
sterdam companies on their recommenda-
tions. These banks are truly interna-
tional: among their founders we find
banks from Holland, Germany, England,
Sweden and Switzerland.  Attention
once more was centered on Amsterdam,
the international importance of which
became almost confirmed by the partici-
pation of so many and so widely differ-
ent, international banks.

However, though as tools of the
market they are very cfficient and tend
to give it a greater flexibility, these newly
created companies did not bring about
greater power of absorption of the ac
ceptance market, which is the first re:
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quirement for a well developed finan-
cial center. As pointed out before, the
market temporarily received support
from German capital, but nevertheless
large amounts of acceptances had to be
rediscounted with the Nederlandsche
Bank or, as far as pound or dollar ac-
ceptances were concerned, with banks
abroad. The international banks did,
however, greatly contribute toward en-
larging the international aspect of the
Amsterdam market, and perhaps are the
foundation on which an international ac-
ceptance market of a more permanent
nature, may be built up. Since 1925
the market is again supported by for-
eign, this time, French funds.

Whether in the future funds will
always be available to develop and main-
tain a discount market of international
importance; also whether outside funds
—first German, at present French—will
any longer offer support, now that Lon-
don is rapidly regaining its former im-
portance, is largely a matter of specula-
tion. It would imply a disengaging on
the part of the banks and the public,
from the securities market and a substitu-
tion of a well developed check and bank
transfer system for the currency pay-
ment system now in use. A development
along these lines is not altogether un-
likely, though it would naturally be a
very slow process.

° EW NG GALLOWAY, NEW YORK

This doesn’t look much like a bank, but it was once.

Located at Caloma, near the

scene of the first discovery of gold, this first bank in the State of California is one

of the landmarks of Sacramento Valley.

From such a humble beginning grew the

great system of organized banking which serves California today.
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sprung up over the country during the
last five years is a clear indication that
the bankers have their eyes glued on the
situation and are taking no chances. The
largest and most successful finance com-
panies know the potential danger of the
situation, and one may be very sure that
they are not going to jeopardize their
credit by over-expansion.

Is it not safe to assume that in the
purchase of really useful articles, the in-
stalment plan is in the nature of a sav-
ings device? If love of home is causing
millions of American families to own
them for themselves on the partial pay-
ment plan, why is it not safe to conclude
that the same lofty desire for accomplish-
ment will prevail in furnishing that home
by the same plan of partial payments?
Any danger lies, not in the practice, but
in the misuse or over-use of the prac-
tice.

The gravest danger is the power of
oversales persuasion on the part of pro-
ducers for a quick clean-up, on the
erroneous theory that tomorrow will
take care of itself. Left to its own
devices, the common horse-sense of the
average American family will correct
many evils in the situation, but the bank-
ers must help by taking a firm position.

The great growth in the savings ac-

%ounts of the country, the phenomenal
increase in life insurance figures, the
greatly increased number of new homes
and building and loan associations for
their purchase, all show that American
common sense is still in the saddle.

Let it be broadcast to those who are
in undue haste to pluck tomorrow’s
profits today, that the ultimate financial
destiny of America is in the factor of
safety through reserves created for the
unexpected contingencies of life and
for our posterity’s capital account. Let
it be known that he who, for profits,
perverts this great American desire for
a safe tomorrow by unwise fanning of
natural desires for possession, is an
economic traitor to his country.

Investment Trust
Organization
and Management

By Leland Rex Robinson, Ph.D., Trustee and Vice-
President of the International Securities Trust
of America.

O bankers, brokers, investors, and

officers of investment trusts, this
readable book offers the only full, de-
tailed information available on a sub-
ject of rapidly growing importance—
one of the really significant develop-
ments in present-day finance.

To appreciate the completeness and
utility of this book, read over the fol-
lowing list of topics, each of which Dr.
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Legal atatus of the American investment truast
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Management of the investment pottfolio

Accounting problems
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Continental institutio s akin to the investment
trast
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Ktock conve sfon companies

A pioneer American investment trust

Recently  organized Awerfcan  investment
trusts

Outli-ok for investment trusts in the United
Sta ex

With a Preface by Paul D. Cravath

May We Send You This
Book Postpaid?

“InvestmentTrast Organization and Manage.
ment'* has just been published. If you have not
neen a copy, simply order one from us now. It
will be 8ent postpaid. Within five days after
the volume reaches you, you may send us your
check for the price, $8.00; or, if the bouk i8 not
entirely satisfactory, you may return it.

The Ronald Press
Company

Publishers
15 East 26th St., New York, N. Y.
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CLASSIFYING “RESERVE,” “ SURPLUS,” AND “FUND"”
IN THE GENERAL LEDGER

[Continued from page 22]

ferred to the regular unappropriated
surplus account. As a general rule no
attempt is made to create a specific fund
by segregating assets to the extent of the
amount transferred from surplus. It is
erroneous to designate reserves of this
nature as “funds™ because no “fund”
can be created without setting aside
specific assets.

LACK OF UNIFORMITY IN TREATMENT
OF RESERVES IN BALANCE SHEETS

It is clear that the word “‘reserve” may
have at least three different meanings.
It may represent a shrinkage in asset
value, an estimated liability, or appro-
priated surplus. Many business enter-
prises, including banks, make the mis-
take of adding all reserves to capital
stock, surplus, and undivided profits in
order to obtain net worth. There is a
noticeable lack of uniformity in the treat-
ment of reserves in the forms issued by
banking supervisors for statements of
condition (call reports) and in the forms
of balance sheets which are included in
reports of examination. In some in-
stances all reserves are added to the bal-
ance of undivided profits account in order
to determine total undivided profits. In
other instances reserves for interest and
taxes are shown as liabilities but reserves
for depreciation are included in the un-
divided profits section. It would ob-
viously be improper to charge a propor-
tion of interest and taxes against earnings
throughout the year in order to deter-
mine true net earnings on an accrual
basis and to add the reserves for interest
and taxes to undivided profits when
statements are prepared. The net result
would be the same as if no notice had
been taken of the accrued liability for
interest and taxes. Such accounts as re-
serves for depreciation on building, vault,
and equipment represent shrinkages in
asset values and should be deducted

from the asset accounts to which they
apply. If two banks had the same
amount of profits and depreciation and
one credited depreciation to the asset
account while the other credited a re-
serve for depreciation account it would
be ridiculous to say that the undivided
profits of the latter were larger than the
undivided profits of the former.

A reserve for depreciation should
always be thought of as a shrinkage in
value resulting from the use of a fixed
asset. Depreciation is an operating ex-
pense and should be deducted from gross
profit before net profit is stated. In a
manufacturing enterprise depreciation is
a part of the manufacturing cost of the
finished product because machinery and
other assets are used up in manufacturing
the finished product just as surely as raw
material is consumed. For this reason
the statement often heard that net profits
before depreciation were a certain
amount is misleading for the inference,
to some people at least, is that the de-
duction of depreciation is a voluntary
matter.

When the Federal excess profits tax
was in force several years ago the
amount of excess profits was determined
by deducting from total profits a certain
percentage of invested capital. Invested
capital was the excess of assets, properly
valued, over liabilities or, to state it
differently, the total of capital stock,
free and appropriated surplus, undivided
profits, and profit and loss account, prop-
erly adjusted. Not only was a reserve
for depreciation not included in invested
capital but if no depreciation had been
taken in account the Internal Revenue
Department reduced invested capital by
the amount of accumulated depreciation
which should have been set up and as-
sessed additional taxes on the basis of
the corrected invested capital. In some
instances this placed the boards of direc-
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tors in embarrassing positions for after
fixed assets were properly depreciated
not only was all surplus wiped out but
it was shown that capital stock had been
impaired by the payment of dividends.

TREATMENT OF THE TERM “‘FUND’’

A fund may be defined as a group of
assets brought together for a specific pur-
pose. Examples are sinking fund, self
insurance fund, and pension fund. Cor-
porations frequently float bond issues
under a mortgage agreement providing
that a certain sum be paid over to a
trustee each year out of profits in order
that the trustee may have sufficient cash
on hand at the maturity of the bonds to
redeem the entire issue. The trustee
may be empowered to invest the cash
paid to him in securities of a certain
class or he may be required to hold the
cash on deposit. At the end of each
year the corporation charges ‘‘sinking
fund” and credits cash for the amount
of the payment and also charges profits
and credits “reserve for sinking fund”
for a like amount. Sinking fund is an
asset of the corporation and should be
shown as an asset in the balance sheet.
Reserve for sinking fund represents ap-
propriated surplus and should appear in
the net worth block in the financial state-
ment. It is to be noted, however, that a
reserve for sinking fund differs from the
reserves mentioned above as constituting
appropriated surplus in that it cannot
be transferred back to surplus account
until the bonds have been retired—that
is if the mortgage agreement provides
that the sinking fund be created out of
profits.  When the bonds have been re-
deemed, outstanding bonds account is
charged and sinking fund account credit-
ed. The purpose of the sinking fund
is to have sufficient cash available to re-
deem the bond issue while the reserve for
sinking fund makes it impossible for the

corporation to disburse all profits in the
form of dividends. If a sinking fund
but no reserve for sinking fund were set
up there would be a possibility that all
profits would be distributed as dividends
and that payments to the sinking fund
would seriously impair the working cap-
ital. If a reserve for sinking fund but no
sinking fund were utilized all profits
could not be distributed to stockholders
but they could be so invested in plant
and other fixed assets that sufficient cash
would not be available to pay off the
bonds when they matured. During the
operation of the sinking fund, the bal-
ance of the reserve for sinking fund ac-
count would represent the amount of
profit which has been impounded for
sinking fund purposes. After the bonds
have been redeemed the balance of “‘re-
serve for sinking fund™ account may be
transferred to surplus account or dis-
tributed as dividends at the discretion of
the directors.

While the main types of reserves have
been discussed there is still another class
of reserve which is sometimes referred
to as “unrealized profit reserve.” The
usual procedure in connection with fixed
assets is to carry them on the books at
cost less a reasonable amount of depre-
ciation. However, it is sometimes deemed
advisable to write such accounts up to
the market value of the assets. Such a
course is not particularly objectionable
if the corresponding credit be kept out
of the free surplus account for it would
be poor business policy to pay cash divi-
dends out of surplus created in this man-
ner. The credit, if resulting from an
appraisal of plant, is often made to an
account called “reserve for appreciation
of plant” though a better procedure
would be to credit “unrealized increment
in plant value” or ‘‘appreciation of
plant” and thus eliminate the use of the
word “‘reserve” in this connection.



GOLD STANDARD PRESAGES ERA OF
DEVELOPMENT IN CANADA

By J. W. TysoN

on a gold basis. The change is

largely technical, as the Canadian
dollar has for months been about par and
gold reserves and the international trade
situation have warranted a resumption
of gold payments. However, the official
declaration of the gold standard has a
not unimportant sentimental effect which
should be felt both at home and abroad.
Canada with her vast resources of forest
wealth, minerals and unoccupied agri-
cultural land is seeking to attract foreign
capital and her re-establishment among
the nations of the world on a gold basis
of finance should add to her prestige in
the eyes of foreign investors.

Leading banking authorities have ad-
vanced diverging opinions as to the ad-
visability and the advantages of returning
to the gold standard. Nor can it be
said that there is victory for either fac-
tion in the present decision, because that
decision has been delayed after it might
have been possible to take the step. The
favorable trade balance, for instance, is
not a new development because the gen-
eral trade returns have shown an excess
of exports over imports for the last five
fiscal years; in fact the fiscal year ending
during the deflation of 1921 was the
only year in the last eleven in which im-
ports were larger than exports. During
the last year or so Canadian exchange
has for the most part been at par or a
little above. Sometimes gold has been
shipped from New York to Canada and
sometimes the movement has been in the
opposite direction. More recently ship-
ments have been toward the Dominion.
Meanwhile the condition of the gold re-
serve in Canada has remained satisfac-
tory and the latest figures indicate a ratio

4

THE first of July finds Canada back

of approximately 56 per cent. of gold to
the total note circulation.

FAVORABLE TRADE POSITION

The trade position of the country for
the last three ycars is summarized as
follows: .

Imports Exports
1924 ........ $885,358,688 $1,093,953,665
1925 ........ 795,864,047 1,092,551,741
1926 ........ 936,099,334 1,328,743,664
Export Balance
1924 it i i e $168,594,977
1925 i ittt e 296,687,694
1926 o oi ittt it 392,644,330

The return to the gold standard should
prove opportune at this time in view of
indications that the country is entering
upon an era of development which has
been compared to that of twenty years
ago. Not since that time have there been
so many large scale projects to develop
natural resources—particularly of mine
and forest. In fact at no previous time in
Canada’s history has there been such con-
certed action to bring into service the un-
exploited potential wealth of the country.

The mineral development, the prosper-
ity of the pulp and paper industry and
the improved conditions in agriculture as
the result of last year's satisfactory crop
have been having their favorable effect
on general business conditions. Such in-
dicators as car loadings, grain receipts,
building figures, railway earnings, bank
clearings, etc., are all showing substan-
tial increases over a year ago. There
are, however, some disquieting features.
The Federal Government's budget an-
nouncement regarding reduced tariffs,
particularly on automobiles, has been
greatly modified by amendments and by

[Continued on page 102]
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BANKING AND COMMERCIAL LAW

[Continued from page 35]

bill of lading which constituted the evi-
dence of title to the consignment would
not be delivered before the draft was
paid.

The intervener bank is one of three
things: (1) A simple collector or agent
of the drawer (defendant, Emerson &
Co.); (2) an absolute purchaser and
owner of the draft; or (3) a conditional
owner thereof. Whether the bank is a
simple agent for collection, or the abso-
lute owner, necessarily depends upon the
circumstances of the transaction. The in-
tention of the parties must be considered.
The record does not show that there
was any agreement or conversation be-
tween defendant-drawer and the inter-
vener bank at the time the dratt was
deposited, but the evidence is conclusive
that the intervener bank gave to the de-
fendant full credit at the time of the
deposit.

The numerical weight of authority is
to the effect that, when a person brings a
draft to his bank, and said draft is made
payable to the bank, or is unrestrictedly
indorsed to it, and requests that the
amount thereof be put to his checking
account and subject to his personal check,
and the bank complies with the request,
and nothing more appears, it will be con-
clusively presumed that the bank has be-
come the unqualified and absolute pur-
chaser and owner of the draft, and con-
sequently the owner of any proceeds
derived therefrom. This theory of the
law is in harmony with the well-accepted
canons of business. It is the natural
construction of the action of the parties
themselves, and the rule results in fixing
definitely the relations of the parties,
which is no small virtue in the realm of
law. See 3 R. C. L. 524; Vickers v.
Machinery Warehouse & Sales Co., 111
Wash. 576, 191 P. 869; National Bank
of Webb City v. J. H. Everett & Son,
supra; Hurst-Boillin Co. v. Kelly, 146
Tenn. 251, 240 S. W. 771; Merchants’

5

National Bank of Indianapolis v. Parker,
142 Ga. 265, 82 S. E. 658; Anderson
et al. v. Keystone Chemical Supply Co.,
293 I11. 468, 127 N. E. 0668.

Under the facts in the instant case,
the legal principle herein announced is
controlling. Acme Hay & Mill Feed Co.
v. Metropolitan Nat. Bk, 198 Iowa,
1337, 201 N. W. 129. The drawer of
the draft was a regular customer of the
intervener bank, and had been for
twenty years. The draft was payable to
the bank, and was regularly deposited by
the drawer. Credit was received on the
books of the bank. The defendant
(drawer) in the regular course of dealing
with the bank not only had the right to
draw against this deposit in his name,
but, in fact, did check against it, and ex-
hausted, within three days after said
deposit was made, all of the proceeds,
together with other funds then on de-
posit belonging to the defendant.

What evidence is claimed by plaintiff
upon which a conflict is predicated? Does
the fact, as suggested by plaintiff, that
the draft was forwarded by the inter-
vener to the First National Bank of
Dubuque with a letter for collection tend
to rebut the claim of ownership on the
part of the intervener? We think not.
The intervener, at the time that it for-
warded the draft to Dubuque bank, did
not state or advise that it was for collec-
tion on behalf of the defendant. The
intervener, at the time the draft was for-
warded, had paid full face value for it,
and was entitled, as a matter of law, to
the proceeds as the owner thereof.

One further evidential claim is made
by plaintiff. It appears that, after the
consignment of potatoes reached its des-
tination, some controversy arose between
the purchaser, Hanson & Son, and the
consignor, Emerson & Co., relative to
the quality of the potatoes shipped. In
order to settle this dithculty, the con-
signor wired the consignee: “Instructing
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bank to reduce draft seventy-five cents
cwt.” The intervener, acting upon the
instruction of the drawer, did reduce the
draft, and the checking account of Emer-
son & Co. at the bank was surcharged to
that extent. This was a mere matter of
subsequent agreement. It was an accom-
modation by the bank to a customer. It
was not legally obligated to respect the
instructions, and was In no manner
bound by the agreement relative to a re-
duction between the consignor and con-
signee. The bank, by this method, recog-
nized a convenient means for the settle-
ment of a controversy with which it was
not concerned. It does not tend to prove
that the defendant, as drawer retained
any control over the draft, thereby nega-
tiving the alleged ownership of the draft
by the intervener bank.

II. One further error is assigned
which merits brief attention. Appellant
complains that a formal verdict was not
returned by the jury under direction of
the court, and argues that, in the ab-
sence of a verdict, there is nothing upon
which to predicate the judgment.

The judgment in this case rests, not
upon the decision of a question of fact,
but conclusively upon the decision of a
question of law. The trial court ad-
judged that the intervener was entitled,
as a matter of law, to the proceeds of the
draft in question. The reception and
recording of a verdict under the circum-
stances would have been an idle cere-
mony. Bee Building Co. v. Dalton, 68
Neb. 38, 93 N. W. 930, 4 Ann. Cas.
508; Kirshenbaum v. Mass. Bonding &
Ins. Co., 107 Neb. 494, 186, N. W. 529.

Under the circumstances the court
had the power to frame a verdict and
direct the jury to return same into court.
It also had the power in a more direct
manner to reach the same result by find-
ing the fact under the undisputed evi-
dence for itself, and entering judgment
accordingly. Gammon v. Abrams, 53
Wis. 323, 10 N. W. 479; 38 Cyc. 1588.

We view the act of the court in en-
tering judgment without a formal verdict

as, at most, a harmless irregularity.
Duluth Chamber of Commerce v.
Knowlton, 42 Minn. 229, 44 N. W. 2.
It worked no prejudice to the plaintiff.
The judgment entered is affirmed.

PAYMENT OF TAX WITH CHECK

Moritz v. Nicholson, Supreme Court of
Mississippi, 106 So. Rep. 762.

The payee of a check is required tc
present it to the drawee bank for pay-
ment within a reasonable time after he
receives it. As a general rule this means
that he must present it not later than the
next business day after he receives it. If
he fails to do so and the drawee bank
fails before the check is presented, the
drawer will be discharged from liability
and the drawee loses his right to call
upon the drawer to pay the debt for
which the check was given.

This rule, however, does not apply in
the case of a check given in payment
for taxes. Taxes are payable in money
only and if the tax collector receives a
check for taxes his failure to present it for
payment promptly will not relieve the
drawer from liability for the taxes even
though the bank fails while the check is
in the tax collector’s hands.

Action by C. E. Moritz against L. M.
Nicholson, sheriff and tax collector, and
others. Judgment for defendants, and

plaintiff appeals. Affirmed.

OPINION

ANDERSON, J.—The appellant, C.
E. Moritz, brought this action in the cir-
cuit court of Washington county against
appellee L. M. Nicholson, tax collector
of said county, and the sureties on his of-
ficial bond as such tax collector, under
the authority of section 4336, Code of
1906 (Hemingway's Code, § 6970), to
recover the penalty provided by said
statute for the unlawful sale by the ap-
pellee as such tax collector of appelant’s
land for its taxes after the taxes thereon
had been paid. By agreement of the
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parties the cause was tried by the circuit
judge acting both as judge and jury. From
that judgment appellant prosecutes this
appeal. The following facts were agreed
on by the parties:

*“(1) That L. M. Nicholson, during
all times mentioned in the pleadings, was
the duly elected and acting sheriff and
tax collector of Washington county,
Miss., and that the American Surety
Company and the United States Fidelity
& Guaranty Company were surety com-
panies authorized to do business in said
state, and were the proper and legal
sureties on his official bond as such sheriff
and tax collector.

*(2) That said C. E. Moritz, on
March 16, 1921, during business hours,
delivered to said L. M. Nicholson,
sheriff and tax collector, his check on the
Commercial Savings Bank of Greenville,
Miss., for the sum of $169.89, in pay-
ment of taxes due on the property in
question for 1920; the total amount due
for said taxes, including damages and
costs, amounting to $155. This check
was received by the said sheriff and tax
collector, was entered on his cash book,
tax receipt No. 4449 issued and delivered
to him, and the sum of $14.89 excess re-
funded to plaintiff in cash. Said sum of
$14.89 was the same day, March 16,
1921, deposited to the credit of plaintiff
by his agent in said Commercial Savings
Bank.

*(3) That said check to said sheriff
and tax collector was presented to said
bank for payment on March 18, 1921,
during banking hours, but after it had
closed at 1.50 p. m. and said bank went
into the hands of a receiver on March 18,
1921, at 1.50 p. m.

**(4) That the balance to the credit of
said C. E. Moritz in said bank on March
16, 1921, was $962.23, and this amount
remained to his credit throughout the
16th, 17th, and 18th of March.

*“(5) That on May 2, 1921, the board
of supervisors, by order spread on its
minutes in proper form, directed said

sheriff and tax collector to sell said prop-
erty on June 6, 1921, for non-payment
of taxes, after publication in due and
legal form and for sufficient time, said .
sheriff and tax collector sold said prop-
erty for the non-payment of said taxes.

*(6) That said Commercial Savings
Bank was not reorganized for business
until June 8, 1921, after the day of the
sale.

*(7) That Exhibits 1, 2, 3, 4, and 5
passed between the parties, their agents,
or attorneys, relative to the subject mat-
ter of this suit.”

The statute (section 6970) under
which the action was brought is in the
following language:

“If a tax collector sell any land after
he shall have received the taxes due
thereon, he shall forfeit to the purchaser
the money back and twenty-five per
centum thereon, and to the owner three
times the amount of taxes, who may
severally recover the same on his bond
and all damages sustained thereon.”

Appellant’s contention is that appellee,
and not appellant, should suffer the loss
caused by the failure of the bank on
which appellant’s check for taxes was
drawn; that under the law appellee's
delay in presenting the check to the bank
for payment before the failure of the
bank relieved appellant from the pay-
ment again of the taxes; in other words,
that the taxes due by appellant on his
land were legally paid, and appellee, as
tax collector, therefore, had no right to
sell it for its taxes.

On March 16, 1921, appellant gave
appellee as tax collector his check on the
Commercial Savings Bank of Greenville
for the sum of $169.89, the amount nec-
essary to pay the state and county taxes
on his land. The Commercial Savings
Bank was located in the City of Green-
ville, which was also the county seat
of Washington county. The Commer-
cial Savings Bank and appellee’s office as
tax collector were therefore situated in
the same city. Appellee accepted the
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check in full satisfaction and payment of
appellant’s taxes, and issued to him a
tax receipt therefor in the usual form.
The check was held by appellee through-
out March 16th and 17th, and until
after business hours on March 18th.
After business hours on March 18th, the
bank, being insolvent, was taken charge
of by a receiver under the law. For
that reason appellee could not realize
on appellant’s check.

Undoubtedly it is the law that gen-
erally, in the absence of special circum-
stances excusing delay (and there is no
pretense of any excuse here), the reason-
able tinie for presentment of a check on
a bank where the person receiving the
same and the bank on which it is drawn
are in the same business community is
not later than the next business day after
it is received. Fortner v. Parham, 2
Smedes & M. 151; 7 Cyc. 977, 978. But
that principle has no application to the
facts of this case, because the check here
was for the payment of state and county
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taxes. Section 4319, Code of 1906
(Hemingway's Code, § 6953), makes
provision for what shall constitute a valid
payment of such taxes. In substance, it
provides that all legal tender money
issued under the authority of the Federal
Government shall be received in pay-
ment of taxes due the state, and such
legal tender money and warrants drawn
on the county treasury shall be received
for county taxes.

The courts of this country generally
hold, in fact, we know of no authority
to the contrary, that, unless otherwise
provided by statute, taxes are payable in
money only; that the failure of the tax
collector to present a check given him in
payment of taxes resulting in its non-
payment because of the failure of the
bank on which it is drawn does not have
the effect to relieve the taxpayer; that
the acceptance of a check by a tax col-
lector for the amount of the taxes of
the drawer at most is only a conditional
payment of the taxes; and that the taxes
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the surety company was liable to the
bank for the amounts thus wrongfully
paid out or credited by the cashier.

Action by the state, on the relation
of Walcott, Bank Commissioner, and an-
other, against the Federal Surety Com-
pany, surety on the bond of S. W.
Brown, cashier of the First State Bank
of Pensacola, to recover for an alleged
misapplication of funds of the bank by
such cashier. Judgment for the plain-
tiffs, and defendant appeals. Affirmed.

OPINION

RUTH, C.—This action was brought
by the defendants in error to recover
from the plaintiffs in error a sum of
money, being the money of the First
State Bank of Pensacola, Okla., and al-
leged to have been misapplied by one
Sherman William Brown, cashier of the
last said bank. It appears S. W. Brown
was cashier of the First State Bank of
Pensacola, and the Federal Surety Com-
pany was surety on his bond. The con-
dition of the bond was as follows:

“We * * * bind ourselves to pay to
First State Bank of Pensacola, Oklahoma,
* * * such pecuniary loss * * * as the
employer shall have sustained * * * by
any act or acts of fraud, dishonesty, for-
gery, theft, larceny, embezzlement,
wrongful abstraction, or wilful misappli-
cation.”

The foregoing is the only portion of
the bond set forth or referred to in the
record or the briefs.

After S. W. Brown became cashier of
the Pensacola bank, his brother, J. J.
Brown, opened up a grain elevator in
Pensacola and would purchase grain from
the farmers in that vicinity and give what
is called a “bill of exchange,” but in
reality a check, on the First State Bank
of Pensacola, for the purchase price of
the grain, and these checks would be
presented at the bank and cashed by
S. W. Brown, notwithstanding J. J.
Brown did not have a deposit in the

bank sufficient to pay these checks and
in fact was “in the red” the major por-
tion of the time during these transactions.
There were some forty of these “bills of
exchange” or checks of J. J. Brown,
cashed by S. W. Brown, identical in
form, and it will be necessary to set out
but one as follows:

“Bill of Exchange.
“First State Bank, Pensacola, Oklahoma,
11—17—21.
“On demand pay to the order of A.
R. Jones, $70.54, seventy and 54/100
dollars.

Gross . ..20,470 Ibs. Kind of grain
Tare ... 9181Ibs. Oats.
Net ....11,285 Ibs.

*“A. R. Jones.

“To John J. Brown, Pensacola, Okla-
homa.
*Accepted—Pensacola, Oklahoma, 11
—17—-21.
“John J. Brown, by J. J. Brown.”

Some forty of these worthless checks
were cashed by S. W. Brown, cashier,
out of the funds of the First State Bank
of Pensacola, notwithstanding J. J.
Brown had no money in the bank and
during the greater portion of the time
J. J. Brown’s account was actually over-
drawn.

The bank became insolvent and was
closed by the bank examiner, who, under
order of the court, turned over the assets
of the defunct bank to the First State
Bank of Vinita under an agreement,
which it is not necessary to discuss in
this opinion.

The plaintiff in error contends that
these acts on the part of S. W. Brown
do not constitute breaches of duty on
the part of S. W. Brown, or breaches
of the conditions of the bond executed by
Federal Surety Company, as surety, and
further contend that even if the trans-
actions complained of were in fact
breaches of duty on the part of S. W.
Brown, and breaches of the conditions of
the bond, there can be no recovery on
account thereof, because the proof failed
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to show that the First State Bank of
Pensacola or the plaintiffs, or either of
them, were damaged thereby.

With this we cannot agree. The evi-
dence discloses S. W. Brown did pay
out some cash on these checks, and it
further appeared there were some thirty
different farmers to whom these checks
were given, and a number of these farm-
ers were indebted to the bank, and the
bank held their notes for the amounts,
and, when a farmer who was indebted
to the bank presented one of J. J.
Brown's worthless checks, the brother,
S. W. Brown, would credit the farmer’s
notes with the amount of the check and
charge the check against the account of
J. J. Brown, who, as already stated, had
no money in the bank to meet these
checks.

By thus manipulating the accounts, S.
W. Brown was transferring the indebt-
edness to the bank from the shoulders of
some thirty farmers, who were raising
crops each year, to the shoulders of his
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brother, who, so far as the record shows,
was wholly insolvent and was becoming
more and more involved each day and
was conducting a losing business from
the time he took over the elevator until
the bank was closed. There is nothing
in the record to show any one of these
thirty farmers were insolvent or that
the amounts owed by them to the bank
could not have been collected, and the
bank would certainly have been in a
better position to have collected from
thirty farmers than it was to have col-
lected the total amount from the insol-
vent J. J. Brown.

Section 4143, C. O. S. 1921, provides
as follows:

“Any bank officer or employe who
shall pay out the funds of any bank upon
the check, order or draft of any individ-
ual, firm, corporation or association,
which has not on deposit with such bank
a sum equal to such check, order or
draft, shall be personally liable to such
bank for the amount so paid, and such
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liability shall be covered by his official
bond.™

It is immaterial by what name J. J.
Brown designated the orders on the bank
to pay the money to these thirty farmers;
whether he called them bills of exchange,
checks, drafts or what not, the fact re-
mains that they were orders on the
First State Bank of Pensacola to pay the
amounts named in the orders, and the
brother, S. W. Brown, as cashier of the
bank, paid these checks or orders as
presented, knowing them to be worth-
less and knowing J. J. Brown did not
have money in the bank to his credit to
pay the same.

The surety company insists that, as the
trial court found the cashier did not per-
sonally profit by any of the transactions,
there was no fraud committed, and there-
fore it should be absolved from liability
on the bond. The contention is with-
out merit, as the statute (section 4143,
C. O. S. 1921, supra), does not refer to
fraud, but provides that the surety on
the bond shall be liable if the prin-
cipal pays out any of the funds of the
bank upon any “‘order,” etc., of one who
has not sufficient money in the bank to
meet and pay such order.

It is not denied, and it is in fact ad-
mitted by the cashier that he did so pay
out the money of the bank, both by part-
ing with the actual cash of the bank
and by canceling what might have been
perfectly good securities, to wit, the
farmers’ notes, and receiving nothing in
exchange therefor, as J. J. Brown did not
even give the bank his note to cover the
amount of the orders; nor did he, so far
as the record discloses, ever orally
promise to repay the bank; nor did he
direct the amount of the orders be
charged to his account, and for the very
good reason that his “account” was
usually overdrawn.

It is contended the bond did not cover
such proceeding or action on the part
of the cashier, but, by an examination of
the condition of the bond as hereinbefore

set forth it will be observed the bond
specifically insures against “wrongful ab-
straction or wilful misapplication™ of the
funds of the bank, and, under the ad-
mitted facts in this case, the acts of the
cashier constitute a wilful misapplication
of the funds of the bank for which the
surety on the official bond of the cashier
is liable. '

For the second cause of action, it ap-
pears one A. D. Harrison, who was a
brother-in-law of S. W. Brown, the
cashier, drew a check on the First State
Bank of Pensacola, but, having no ac-
count with the bank, S. W. Brown re-
fused to pay the check, and S. W.
Brown’s wife, a sister of A. D. Harri-
son, called her other brother, W. M.
Harrison, and obtained his permission to
have the check charged to his account,
which was accordingly done, and the
cash paid to A. D. Harrison and charged
against the account of W. M. Harrison,
and then S. W. Brown drew a draft on
A. D. Harrison through the First State
Bank of Pensacola, and credited the
amount to the account of W. M. Harri-
son, knowing full well the draft would
not be honored, as A. D. Harrison had
no funds, and after the draft was so
“turned down™ the accommodating
cashier, brother-in-law of the Harrisons,
carried the worthless draft as a cash item,
and the record discloses that when W.
M. Harrison, brother and brother-in-law,
respectively, of A. D. Harrison and S.
W. Brown, was so liberal in having the
$100 check charged to his account, he
(W. M. Harrison) was $144.96 over-
drawn or “in the red,” and this sum
was a total loss to the bank and its de-
positors.

The third cause of action involved the
misapplication of $150 of the funds of
the insolvent bank. It appears that A.
D. Harrison drew a draft for $150 on
the McDaniel National Bank of Spring-
field, Mo., through the First State Bank
of Pensacola. S. W. Brown, the cashier,
cashed this draft, forwarded the same to
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the Springfield bank, where it was im-
mediately dishonored, and returned to
the Pensacola bank, and the cashier, S.
W. Brown, carried it in the cash items
of the bank and as part of its assets.

When the Pensacola bank was taken
over by the bank commissioner of
Oklahoma, there was found to be cash
on hand to the extent of $6.62, and the
record fails to disclose whether this sum
was left there designedly or was over-
looked by the Browns and Harrisons, but
with this phase of the situation, we are
not called upon to deal.

Neither the brief of the plaintiff nor
defendant in error cites any case directly
on the points contended for, and we have

been unable to find any case in this state
where this court has been called upon to
pass upon this particular and peculiar
manipulation of the funds of a bank,
but, from the record, it is beyond ques-
tion, and we so hold that these transac-
tions constituted a “‘wilful misapplica-
tion™ of the funds of the bank as
specifically provided against by the terms
of the bond, and the transactions were
such as to make the surety liable under
section 4143, supra.

Judgment was rendered against the
defendant surety company in the sum of
$879.18, and, finding no error in the
record, the judgment of the trial court
is affirmed.

FOREIGN TRADE HELPS BY BANKS

[Continued from page 36]

“A large number of foreign shipments
are sent by parcel post. Where the
units are small, as in our own case, it is
very often cheaper to ship in this way
than to pay the minimum freight charge.
A parcel post package is delivered di-
rectly to the addressee and the shipper
can have no string attached to it under
the present regulations. He may draw
a sight draft and send it in the same
mail, but if the goods have been delivered
the payment of the draft depends upon
the good faith and honesty of the pur-
chaser. Such a method certainly must
present a temptation to a dealer who
might be inclined to be unscrupulous.
Even if he intended to pay eventually,
there would be an opportunity to delay
taking up the draft until a more con-
venient time. If, however, the package
was in the custody of the bank and could
only be obtained on payment or accept-
ance of the draft, I am sure better results
for shippers would be obtained in a
great many cases.

SUGGESTS INTERNATIONAL C. O. D.
PARCEL POST

*“Although it has nothing to do with
the activities of our banks in exporting
I should like to suggest the desirability
of an international C. O. D. parcel post
service. Such a service would accomplish
the purpose of which I have just spoken,
that is, of safeguarding shipments to
customers of whose credit responsibility
but little is known. The machinery is
already provided and it would only be
necessary to arrange for the collection of
charges on delivery, the money to be re-
turned to this country by international
money order. Such a service would be
even more secure than shipments in cus-
tody of banks, as it would have back of
it the responsibility of the United States
and foreign governments.

“These suggestions are not intended as
a criticism of the banks which are back-
bone of our foreign trade. I have men-
tioned them as a possible improvement
to a service which is far-reaching and
almost invariably highly satisfactory.”
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CAPITALISM—OR WHAT?

[Continued from page 11]

savings, as soon as they are invested,
become the means of developing indus-
try, which, in turn, will lead to the em-
ployment of more men, the saving of
more money, and the creation of more
capital. No distinction is made between
the laborer who saves out of his weekly
wages and the business man who saves
from his yearly salary because, from the
point of view of capital, no distinction is
possible. Both are capitalists, both save,
and both invest their savings in industry.
In the case of an investment in a savings
bank or an insurance policy, the money
is given to some one else to invest owing
to a belief that his judgment is more
reliable than that of the original investor.
In these cases, too, the final result is the
same as in the case of the man who him-
self buys shares in an industry.

There are millions of stockholders in
the United States today. Each one is a
capitalist. Each one is a part owner in
industry.

CO-OPERATION BETWEEN CAPITAL AND
LABOR

The industrial development of Amer-
ica is no longer a question of conflict, but
of co-operation. The capitalistic sys
tem is a universal system which, instead

of dividing mankind into two hostile
classes, creates ultimately one class of
mutually dependent shareholders. The
president of the Federation of British
Industries stated recently:

“In the United States co-operation be-
tween capital and labor seems possible,
and the fatal doctrine that there is a
necessary conflict of interests does not
prevail. . . . This spirit alone goes far
to explain the amazing increase in the
efficiency of American production.”

It is a spirit which we must and shall
preserve. The relations between men,
like the relations between nations, have
become of a more helpful, friendly na-
ture. This is a better world than it was
fifty years ago. The writer believes that
the lesson of co-operation learned in in-
dustry has had much to do with the new
international brotherhood and the new
concepts of social service that exist
today. In this country we place tremen-
dous faith in the ability of the individual;
what one man can achieve is still a thing
to which we dare not set limits. But we
have come to understand that the supre-
macy of that achievement is only reached
when the individual co-operates with his
fellow-worker on behalf of the general
welfare of mankind.

SERVICE CHARGE EXPERIENCE IN
A SMALL BANK

SOME say that a service charge can

be imposed only by the big banks
which are fairly independent about de-
posits. Dan V. Stephens, president of
the Fremont State Bank, Fremont, Neb.,
says he hasn’t found it so. Fremont is
a city of 12,000, and has three commer-
cial banks. The Fremont State Bank
started imposing a service charge on ac-
counts with a daily balance of less than
$50. This was on November 17, 1925.
At that time the bank had 2589 checking
accounts. By April 17, 1926, these ac-

counts numbered only 2072. But the
amount on deposit had risen in that
period from $716,813 to $971,568. On
November 17, 1925, the bank had 1453
accounts under $50 with total deposits
of $21,232. These accounts dropped to
356 by April 17, 1926, but the total de-
posits dropped only to $13,441. These
figures speak for themselves. A small
bank can make a service charge and
make it pay. Dan Stephens’ bank has
proved it.
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HOW CONSOLIDATED BALANCE SHEETS ARE
PREPARED

[Continued from page 65]

Assume that the statements of the
three subsidiaries as of the same date,
appeared as follows:

0. K. M. COMPANY

Assets
Cash iiiiiiiii it iiaennnns $ 2,000
Merchandise ...vvviiinieeninnns 45,000
Plant ...viininiiiiieneneneens 290,000
$337,000
Liabilities
Due parent company ........... $ 80,000
Miscellaneous eceeeeeeerecaracane 7,000
Total current liabilities ........ $ 87,000
Net worth c.vevierniiennnnnn. 250,000
$337,000
C. B. X. COMPANY
Assets
Cash tiiiiiniiinenenneivnennns $ 5,000
Receivables .....oovevininnnnnns 40,000
Merchandise «vvveeveneerennanns 200,000
Miscellaneous . .oiiviiiiiiiinnn 2,000
$247,000
Liabilities
Due parent company .....coveen. $130,000
Accounts payable .......0 i, 42,000
Total current liabilities ........ $172,000
Networth ..vveiiiiiineennnnns 75,000
$247,000
A. H. L. COMPANY
Assets
Cash tiviiirenerrnnnenearanans $ 40,000
Merchandise «.oviviinninennnn. 90,000
Due from parent company ....... 130,000
Plant .....ciiiiiiineiinnnnnnns 120,000
Miscellareous . ..oiiiiiiiiiiae, 5,000
$295,000
Liabilities
Accounts payable ......... . ... $ 20,000
Mortgage ......ceiiiiiiiinannn 75,000
Total current liabilities ......... $ 95,000
Networth .....ciiiiiinneenens 200,000
$295,000

The amount shown in the statement
of the parent company as, “Due to or
from subsidiaries,” should correspond
with amount shown in the statement of
subsidiaries as “Due to or from parent

company.” Therefore, by consolidating
the statement of the parent company and
its subsidiaries, these inter-company items
would be eliminated. For example—in
the case above, where the parent com-
pany shows $80,000 as “Due from O.
K. M. Company,” the O. K. M. Com-
pany would show $80,000 “Due to
parent company.” When the parent
company statement and the O. K. M.
Company statements were consolidated,
these amounts would be eliminated.
Ownership by the parent company in
subsidiaries also cancels out in the con-
solidated statement. Where, as above,
the parent company shows an investment
of $250,000 in the O. K. M. Company,
which is the entire net worth of the O.
K. M. Company, this will entirely can-
cel out in the consolidated balance sheet.
In order to gain a clearer picture of just
what happens, we will consolidate the
statement of the above three companies
with the parent company one by one in
order to see just what elimination and
other changes take place. The first state-
ment arrived at therefore, would be a
consolidated statement of the parent com-
pany and the O. K. M. Company, which
would be as follows:

ASSETS

Cash .t vttt $ 62,000
Receivables .......cvveiinnns 420,000
Merchandise ....ccvvvinnennnnn 645,000
Due from subsidiaries .......... 130,000
Investments in subsidiaries ...... 177,000
Miscellaneous . vvvvvvvevnenennn 10,000
Plant c.iveeetiiiinnnenneenens 290,000
$1,734,000

- LIABILITIES
Due banks ....cvvviinnnnens $ 400,000
Accounts pavable .............. 280,000
Miscellaneous .....oevvvneinnn 7,000
Due to subsidiaries ....covoun.s 130,000
Total current liabilities ...... $ 817,000
Capital ..ovviiiiiiiiiiiin, 500.000
Surplus covviiiiiii i 417,000

$1,734,000
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It will be noted in this consolidated
statement of the parent company and the
O. K. M. Company that the same net
worth is shown as is shown by the parent
company alone. This is readily under-
standable when it is considered that the
parent company carried in its assets as an
investment item, the total net worth of
the subsidiary. The net worth of a com-
pany represents the difference between
its assets and its babilities, and therefore,
by adding the assets of the subsidiary to
the assets of the parent company and the
liabilities of the subsidiary to the liabili-
ties of the parent company, and cancel
ling out the investment item which the
parent company shows in the subsidiary
as against a net worth of the subsidiary
the same net worth will be shown. The
item shown in this statement as due from
subsidiaries, $130,000 is made up of
$130,000 due from the C. B. X. Com-
pany and the investment in subsidiaries,
$177,000 is made up of the parent com-
pany’s investment in the C. B. X. Com-
pany of $75,000 and its investment in
the A. H. L. Company of $102,000. On
the liabilities side, the amount due to
subsidiaries, $130,000, represents the
amount due by the parent company to
the A. H. L. Company. Consolidating
the figures of the C. B. X. Company with
the consolidated statement of the parent
company and the O. K. M. Company the
following statement is arrived at:

ASSETS
(00 ) - PN $ 67,000
Receivables ........c..cvvuvnnn 460,000
Merchandise ..........cc.0n.n. 845,000
Investment in subsidiaries ....... 102,000
Miscellaneous «o.vvvvvveneennnn 12,000
Plant ..ccvvivineiinneenennn. 290,000
$1,776,000
LIABILITIES

Due to banks ......ccoveventn $ 400,000
Accounts payable .............. 322,000
Miscellaneous .....covvvivnnns 7,000
Due to subsidiaries ......c...... 130,000
Total current liabilities ....... $ 859.000
Capital cooveviieiiiii.n, 500.000
Surplus ...oveiiiiiiiiia... 417,000
$1,776,000

The same rules apply here as in the
previous two statements which were con-
solidated, but it will be noted now that
there is no item, “Due from subsidiaries,”™
in the assets the entire amount having
been canceled out. The item “Investment
in subsidiaries” has been reduced to
$102,000, which represents the parent
company's investment in the A. H. L.
Company. The item on the liabilities side
“Due to subsidiaries,” $130,000, is the
amount due the A. H. L. Company.

We will now proceed to consolidate
the figures of the A. H. L. Company with
the consolidated statement of the parent
company, the O. K. M. Company and
the C. B. X Company, and will arrive
at the following consolidated statement,
which is a consolidated statement of the
parent company and all its subsidiaries:

ASSETS
Cash ..vvviniinnnnnenn, eer...$ 107,000
Receivables .........c.civnnn. 460,000
Merchandise .............0 ... 935,000
Plant ... i, 410,000
Miscellaneous +............ e 17,000
$1,929,000
LIABILITIES

Due to banks ......... eereeas $ 400,000
Accounts payable ........... .. 432,000
Miscellaneous vovveevnnennnnnns 7,000
Mortgage ..... Cetteereaeaaae 75,000
Total current liabilities ....... $ 914,000
Minority interest in subsidiaries. . 98,000
Capital vovviiiiiiiiinnnnnn... 500,000
Surplus ..o, ce... 417,000
$1,929,000

This eliminates all inter-company

items and inter-company ownership, and
shows a consolidated picture of the
proposition in its entirety.

The item appearing in this consol-
idated statement, which may warrant
particular explanation is the item of
minority interest in subsidiary companies.
In the case of the O. K. M. Company
and C. B. X. Company, the parent com-
pany owns the entire subsidiary, where-
as in the case of the A. H. L. Company
the parent company only owns 51 per
cent. of the subsidiary. Therefore, in
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preparing the consolidated statement of
the parent company and all its sub-
sidiaries, it is not proper to claim as a
portion of the responsibility of the
proposition in its entirety, that part of
the net worth of the A. H. L. Company
not owned by the parent company.
Therefore, this 49 per cent. of the net
worth A. H. L. Company, which is
owned by someone outside of the con-
trolling parent company, represents the
minority interest in the A. H. L. Com-
pany, and an item is set up representing
this interest. It would not be proper
to call this minority interest a liability
because it represents capital of a sub-
sidiary, and the parent company is not
responsible to the owner of this minority
interest, except so far as the moral re-
sponsibility is concerned. In other
words, it owns control of the subsidiary
company and is more or less morally
bound to see that the mminority stock-
holders receive a fair deal. It is, there-
fore, proper that this minority interest
should be set up in the form of a capital
liability in the consolidated statement,
although it should not be regarded as
any part of the responsibility of the
parent company.

This consolidated statement of the
parent company and all its subsidiaries
is the form of statement usually sub-
mitted to the bank, and in the past it has
not been customary in many instances to
furnish separate supporting statements,
or the statement of the borrowing com-
pany, which is usually the parent com-
pany. Under the Federal Reserve Board
ruling indicated above these separate
statements of the subsidiaries and the
parent company are required in order
that the paper be eligible for rediscount.

It is interesting to note in connection
with the above figures that the consol-
idated statement of the parent company
with all subsidiaries shows $1,502,000
in current assets to pay a current in-
debtedness of $839,000, whereas the
statement of the parent company alone
shows $1,080,000 in current assets as
contrasted to a current indebtedness of
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$810,000. It is very common to see a
a statement of a parent company and
one subsidiary consolidated and the in-
vestments in other subsidiaries carried as
an asset item, such as in the case of the
O. K. M. Company and the parent com-
pany above. If the subsidiary happens
to be particularly strong and in excellent
current position, such a consolidated
statement of the parent company and a
strong subsidiary may bring about an
excellent current position, which is not
warranted.

Where the subsidiary has a particular-
ly large fixed indebtedness against its
plant, a consolidated statement of the
parent company and the other subsidiary
could be prepared merely showing the
investment in this subsidiary as an asset,
and therefore, no indication would be
given of the fixed indebtedness. For ex-
ample, in the above consolidated state-
ment of the parent company, the O. K.
M. Company and the C. B. X. Company,
no mortgage indebtedness is shown, al-
though the A. H. L. Company, another
subsidiary, had a mortgage debt of $75,
000, which appeared in the final con-
solidated balance sheet of all companies.
On the other hand, in a consolidated bal-
ance sheet of a parent company and sev-
eral subsidiaries a very weak company
may be covered up by reason of a couple
of strong ones. These features make it
all the more desirable to have the sep-
arate statements and the Federal Reserve
Board ruling forms a splendid basis for
the request. .

It might be well to say that many
times the parent comrany will carry its
investment in a subsidiary either above or
below the value of the investment. The
parent company may have purchased
stock in the subsidiary at a certain price,
say at book value, and since the pur-
chase the subsidiary may have incurred
considerable losses and the book value has
been, consequently, considerably dimin-
ished. No adjustment is made on the
books of the parent company with the
consequence that the investment shown
by the parent company in the subsidiary,

is over-valued. Again, the parent com-
pany may have purchased the stock in
subsidiary at book value, and the sub-
sidiary may have since made consider-
able profits. The parent company, how-
ever, has not adjusted its investment in
the subsidiary to present actual value,
with the consequence that it is carried
too low.

If the statement analyst is furnished
with the separate statements of the par-
ent company and subsidiaries, and sets
about to prepare his own consolidated
figures, he should first adjust the state-
ment of the parent company so that these
investment items will be eliminated in the
consolidated picture. If the parent com-
pany owns seventy-five shares out of 100
shares of a subsidiary, and is carrying
this stock at $200 a share, whereas it has
a book value of only $100 a share; the
statement of the parent company should
be so adjusted. This will require that
the item on the asset side of the parent
company’s statement show investment in
the subsidiary reduced to $7500, and that
the net worth be reduced a correspond-
ing amount. If it is a case of writing up
the investment, the procedure is the re-
verse. The matter of consolidating
statements is not nearly so difficult as it
at first sounds, and by close study of the
above figures and consolidation, a good
idea will be gained of the preparation of
consolidated statements.

BANKS BECOME HOTEL
AGENCIES

ANOTHER variant in “banking service”
is being offered by the Wachovia Bank
and Trust Company, and the First Na-
tional Bank, both of Salisbury, N. C.
Through arrangements with the United
Hotels Company, and the American
Hotels Corporation, customers of the
banks may make reservations in any of
the forty hotels owned by these corpora-
tions, through the banks. These hotels
include the Roosevelt in New York, the
Ben Franklin in Philadelphia, and the
Olympia in Seattle.
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SELLING THE INVESTOR AN INCOME

By RupoLpH J. EICHLER

NE hears on every side reports of
O the great growth of investors in

this country during the last ten
years and the great work that has been
done by investment banking organiza-
tions in developing a nation of bond
buyers. It is, no doubt, narural that in
this enormous development, conditions
should arise that are detrimental to the
business as a whole.

One condition is the tendency among
bond houses to sell bonds to their clients,
basing the argument on the attractive
price of the bond and its future market
possibilities, rather than on the basis
of assured income at a certain yield on
the investment. This practice unques-
tionably strikes at the very foundation
of a sound investment business and its
attendant evils are too well known to re-
quire much discussion.

Itis a common practice for the average
bond salesman to call his pet client on
the telephone and say: “Good morning,
Mr. Jones, we have a new issue this
morning and it is exactly what you
should have in your investment account.
It is certainly a wonderful opportunity—
a 6 per cent. bond at 95. Confidentially
the bonds are all sold and are already
above the original offering price. I am
sure there will be three or four points
profit in this deal for you immediately.”

The result of this line of argument
is very simple to forecast. Mr. Jones
becomes a seasoned bond trader who
buys and sells his issues purely on mar-
kets. Every bond salesman has clients
of this type who are meal tickets for
him, during the period of market ad-
vance, but a sad liability as soon as there
is a tendency to decline. Everyone knows
naturally, that markets do not continual-
ly move in one direction.

But Mr. Jones may be an ordinary in-

see

vestor whc-is not fully .atquainted with
the intricacies of bond markets. He may
become -interesred and purchase the
bonds dn prerhises that are unsound from
a purely investment viewpoint. Mr.
Jones then becomes the sort of bond
buyer who is rather disappointed with
his purchase if the bonds do not imme-
diately move up in the market. He be-
comes the sort of buyer who calls up his
investment house and says: “What,
haven't those bonds I bought two weeks
ago moved up yet! What is the matter
with them?”

If he does not buy at the time, he is
liable to become imbued with the idea
that his bond account should be a source
of income from speculative profits as
well as from interest. Thus is developed
the type of buyer who approaches his
investments from obviously a wrong
standpoint; the type of buyer who hin-
ders rather than assists the successful
flotation of new issues.

It is natural that a good bond issue,
properly priced and properly distributed,
will, as it becomes more seasoned, show
a certain advance in price, if market con-
ditions do not change radically. This is
a certain increment that justly goes to
the bond purchaser and is a profit that
is gained merely by using good invest-
ment judgment and purchasing securities
through a sound investment organization.

Every organizatiop or institution en-
gaged in the selling of bonds helps the
situation by impressing on its clients the
fact that when the investor purchases a
bond, he purchases a contract agreeing
to pay a certain sum of money each year
as interest, and its principal sum on the
maturity date. Various factors operate
to make the value of this contract fluctu-
ate during its life and no investment

101
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house can control these factors. The
function of a first class investment bank-
ing house is to use all possible methods
to safeguard the investor in his purchases
and to see that interest and principal are
paid when due. The ability of an in-
vestment hometo select sound issues soon
demonstrates’ fts’ value -as 4 gud"a to its
clients.

If the mvestor w:ll‘ a‘lwa)s keep in
mind the fact that market fluctuations do

o...

not affect either his income or the prompt
payment of principal when due, he will
unquestionably place himself in a posi-
tion where he can view his investment
problems from a more logical standpoint.
Of course, fundamental weaknesses in a
security are reflected in its market price,
but such weaknesses are the exception
rather than the rule, and care in selecting
the investment house is the best method
of avoiding this difficulty.

GOLD STANDARD PRESAGES ERA OF DEVELOPMENT
IN CANADA

[Continued from page 84]

a reduction in the excise tax so that the
reduction in the duty will not be so
serious a matter, but the whole question
of tariff changes has been a disturbing
factor. The Progressive party, represent-
mg western agricultural constituencies,
is favoring legislation of a class character
and this is disturbing to finance and in-
dustry. The appointment of a tariff
commission of inquiry will, it is hoped,
give some measure of stability to this sit-
uation. Despite the favorable trade
figures, too, attention is being directed
to the fact that surplus exports are made
up of raw materials, which in the coun-
try’s best interests should be turned into
finished products at home. Lack of un-
employment, it is submitted, may be
explained in the fact that there has been
such a large exodus of workers to the
United States. In brief, the contention
of manufacturers is that they are not se-
curing the measure of prosperity war-
ranted by the improved buying power of
the people and that this is because of
large imports of manufactured goods and
excessive taxation.

EXPORT SURPLUS OF RAW MATERIALS

In recent months, while the United
States has been piling up a surplus of im-
ports, Canada has been increasing her
surplus of exports. Study of the Cana-
dian trade figures discloses the fact that

almost the entire increase in exports has
been made up of raw marerials or of
partly manufactured products. For the
last twelve months for which figures are
available, out of the total trade increase
over the previous year, grain and animal
products and wood and iron products—
largely unmanufactured—accounted for
well over 90 per cent. The great bulk
of these products went to Great Britain
and to Continental Europe to be manu-
factured at lower labor costs than those
prevailing in Canada. At the same time
Canada increased her purchases from
abroad by $141,000,000 and the largest
increase was iron and its products—en-
tirely manufactured goods. Imports of
these products increased by $50,000,000
which is more than one-third of the total
gain. Animal and vegetable products
imported increased by $30,000,000 but
almost all of this total consisted of man-
ufactured goods. It would seem, there-
fore, that Canada like the United States,
is increasing her imports of manufactured
goods from Great Britain and Europe
but that Canada is in a much
more favorable position as regards her
balance of trade in that she has for sale
the raw materials which the European
countries are seceking. The weakness in
Canada’s position is that by shipping raw
materials to maintain her favorable trade
balance she is losing the advantage of
manufacturing these products at home.
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MERGERS OF MORTGAGE COMPANIES

As has been the case with Canada’s
chartered banks, there are indications of
continued absorption of the smaller mort-
gage loaning companies by the larger in-
stitutions with more extended facilities.
The directors of the Hamilton Provident
Loan Corporation, an institution operat-
ing for half a century, have decided to
accept the offer to purchase made by the
Huron and Erie Mortgage Corporation,
a larger institution with which is allied
the Canada Trust Company. The price
offered is substantially above the market
value of the stock, being 227 for shares
which were selling in January at 157.
The price is higher too than warranted
by the company’s earnings and 10 per
cent. dividend rate. However, its assets
are sound and will no doubt be worth
the price offered to the purchasing com-
pany. In recommending the sale, direc-
tors of the Hamilton company point out
that for a number of years mortgage,
trust and insurance companies having
money to lend on first mortgages have
been much concerned about unjust legis-
lation which has had a tendency to great-
ly increase taxation and operatingcharges.
Competition also has been making it
more difficult for many of the smaller
companies with relatively higher over-
head costs to earn a margin of profit that
might otherwise be expected. The mort-
gage companies have not only found gov-
ernment competition in making farm
loans in some of the provinces but in
western Canada there has been a lot of
legislation which has seriously under-
mined first mortgage security. This legis-
lation has been aimed at the protection
of debtors affected by the post-war col-
lapse of agricultural prices. The char-
tered banks have likewise suffered be-
cause of this situation 1n agriculture
which has been general in both Canada
and the United States but they have not
been affected by the undermining of
mortgage security directly because Cana-
dian banks do not loan on mortgages.

At the annual meeting of the Cana-

O BANKS and businessmen

generally transacting busi- J
ness in Miami or any part of
Florida, The City National
Bank and Trust gompau of
Miami offers a comprehen-
sive and well rounded banking ||
service, with the assurance
that their interests will be
given prompt and courteous
attention.

The
CITY NATIONAL
BANK«<TRUST

COMPANY

OF MIAMI
Capital Suarplus
$2,000,000 $500,000

116 East Flagler Street

dian Manufacturers Association it was
pointed out that none of the chief in-
dustrial countries have so far ratified the
eight-hour day convention passed at
Washington in 1919. Canadian manu-
facturers feel that no matter what the
industrial countries of Europe may do it
is impossible for the employers of Can-
ada to modify in any way the attitude
they have always adopted of opposition
to compulsory eight-hour day legislation
if for no other reason than that the
United States shows no signs of adopt-
ing such a principle.

Following in the trend of chain store
merchandising, as worked out in the drug
and grocery trades particularly, a merger
is being formed of a score of leading de-
partment stores throughout Ontario
under the name of Canadian Department
Stores. Other existing stores are to be
added to the chain and new ones will
be built according to the plan.
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Banks and Trust Companies

McARDLE & McARDLE
ACCOUNTANTS A
Forty-Two Broadway,

ND AUDITORS
New York City

BANKS CLOSING MORE BRANCHES

The Canadian chartered banks report
the opening of five new branches during
May but during that period twenty-three
branches were closed. For some years
now, as the result of mergers and keen
competition, the banks have been slowly
reducing their number of branches
throughout the country. For the period
of the war there was, by common con-
sent, a sort of truce in the campaign for
more branches but after the end of the

Season.

guaranteed.
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GERRES

Fresh Air for Your Office

Gerdes Ventilating Systems and Electric Window Ventilators
diffuse healthful and invigorating unheated fresh air without causing
draft or chill, and prevent the infiltration of poisonous automobile
gases as well as dust and soot which is so prevalent during the Summer

Every installation is guaranteed as regards workmanship, material
and functioning—that is, a satisfactory result to the owner is

A booklet descriptive of the Gerdes Method and containing a list
of references of the highest character will be sent upon request.

Reports and proposals are made without obligation or charge.

Theodore R. N. Gerdes, M. E.

Engineer, Manufacturer, Contractor

105-107 Bank Street, New York City

Telephone Watkins 2893

DES

METHOD

conflict in Europe there was a great rush
to capture business which had developed
and the result was that the situation was
greatly overdone. A reaction followed
and the adjustment is still in progress.

Canadian banks have now something
less than 3800 branches in Canada and
a total of nearly 4000 altogether. In
1920 there were 4676 branches in Can-
ada. It will thus be seen that there
have been closed some 880 branches since
the after-war peak.




HOW BANKS ARE ADVERTISING

66T NVESTMENT Service™
is the title of a well
presented booklet print-
ed in two colors and pub-
lished by the bond depart-
ment of the First Trust and
Savings Bank of Chicago.

THE Commerce Trust Com-
pany of Kansas City, Mo,
has published a very interest-
ing booklet which contains
copies of wills of three of
Kansas City’s most public
spirited citizens who made
Kansas City the chief bene-
ficiary of their estates.

THE American Legion is co-
operating with the banks of
the country in a campaign
which is designed to aid 30,-
000 veterans of the World
War in saving a sufficient
sum for the American Legion
pilgrimage to France in 1927.
The France Convention
Travel Committee of the
Legion is seeking the co-
operation of savings banks
and other banks of the coun-
try to further its plans for
the saving of the $13,500,000
minimum needed to carry the
30,000 veterans who plan to
make the trip. Any bank
may become authorized, upon
payment of the sum of $5
to the France Convention
Travel Committee of the
American Legion, to be an
official depository of the

movement and may organize
a “Paris in 1927 Savings
Club.” The American Le-
gion co-operates with the
banks in getting depositors
for these clubs and is sending
out broadcast publicity
urging legionnaires to save
their funds for the trip. The
legion also furnishes banks
with posters advertising the
club and the advantages of
joining it. Local posts of
the legion are also arranging
to have bank officers address

post meetings in behalf of
these savings clubs. The
United States Government,
railroads, steamship com-
panies, manufacturers and
other employers have ap-
proved the plan and have
given their assurance of co-
operation in making it a.suc-
cess. Nearly 400 banks are
already registered as official
depositories for the plan.

“TRAVEL Talks,” an in-
terestingly written and pro-
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The *“‘department store™ style of financial advertising as
exemplified in the above reduced reproduction of a news-

paper advertisement of a St.

Louis bank.
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T S - THE Bowery Savings Bank
CENTRAL PA K\\ of New York publishes a very
S\ ; § 5 useful monthly budget sheet
N\ bearing the title on the out-
= als side cover ““Where Does the
= L;E Money Go?” and containing
v An exceptional location “,, in addition -to the budget
O PIITE AYENUE et et e T 2 form a pumber of paragraphs
Bk sy e v b Corrs Z containing suggestions as to
SR TR H° i how the budget may be made
Prbvheptof-belesy gttt oy g most effective.
'wnder centrel of the United Btates aed I w
G ket +racd o cestrd rmgh ool ‘_']"' P,
oS eyl S iyl =t i “WHo Shall Come After
o, iod o e mhinesy s o et The & ou?” is the title of a trust
‘-:::-Tu'-'m"'u: :'::"""':“ ] il folder printed in two colors
——Tmt =0 “ published by the Garfield
SAVOY-PLAZ ‘ i
AP ORATE O A 2 Nauqna}l Bank of Ngw York,
6 < containing some concise para-
% A DL graphs of copy on the im-
e 5 portance of making the will
! —itl ] i and the value of selecting the
. il bt |
= BLAIR & Co. g e bank as executor.
. 26 Braad Strcet, New York 3 homerna
e e ] “PREPAREDNESS” is the title
— ERRTRS R GEEREE] .
II——— T———— .« ilile of a four-page folder printed

A bond offering advertisement of an investment banking
house in which graphic illustration has been effectively
used to strengthen the copy. On the facing page is an
example of how the same offering was bandled in an
advertisement of the bond department of a New York

bank.
fusely

illustrated monthly
booklet published in roto-

various

industries,

banks,

public utilities, etc.

gravue by the Bowery Sav-
ings Bank of New York, is
an interesting addition to the
literature now being pub-
lished in behalf of the *“*Save-

to-Travel™ plan.

THE Trust Company of
Florida, Miami, Florida, has
recently published a *‘Busi-
ness Survey of Florida”
which contains an interesting
and complete record of the
development of Florida’s

booklet is illustrated with a

number of comprehensive
charts.
THE American National

Bank of Richmond, Va., is
publishing in the form of a
complete little folder a very
useful road map prepared by
the Automobile Club of
Richmond, covering roads in
Virginia, North Carolina
and Maryland.

in colors published by the
Corn Exchange Bank of
New York, containing in-
spirational copy on the value
of thrift.

“THREE Examples” is the
title of an attractive four
page folder published by the
Harvard Trust Company of
Cambridge, Mass., containing
three specific examples show-
ing loss of interest that could
have been collected by open-
ing a safe keeping account
with the Harvard Trust
Company.

*Goop Fortune™ and *“‘Luck”
are the titles of two interest-
ing and well written savings

folders published by the
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Cedar Rapids Savings Bank
and Trust Company of
Cedar Rapids, Iowa.

SHORTLY after the first of
May, which is moving day
for many apartment house
dwellers in large cities, the
Liberty Trust and Savings
Bank of Chicago, inserts en-
velope stuffers in circulars
sent it out to its list of cus-
tomers and prospects reading
as follows:

“DID YOU MOVE MAY 1ST?

“If so, it is important that
you furnish us with your new
address, so that interest no-
tices and other valuable mail
will be sure to rcacl, you.
Please fill in this slip and
turn it in to the Bond De-
partment the next time you
are in the bank.

Name
Address .............
Old Address ........

LIBERTY TRUST AND SAVINGS
BANK"

THE Bank of the Manhattan
Company of New York re-
cently published an interest-
ing combination statement
folder containing some very
readable copy on early cur-
rency of the bank, and the
oldest will in the world, ac-
companying this copy with
appropriate illustrations. The
folder also contains copy on
the bank’s trust department.

EpwiNn Bird Wilson, Inc,
New York, has recently been
appointed advertising agent
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The character of the Savoy-Plaza, its location,
its guaranteed completion, the financial strength
and experience of the contmlling interests and
the past record of its management are factors
which'appeal to the conservative investor.

Send for the dhatrated bookiet
which gises furlier particulars.

Facts about
Savoy-PlazaBonds

Sound Security
To b secored by o e clooed

o1 Tha vatee of the morr

temsive real esiate bolding.
sed 0wt the wlkdseey
chas of rertecraelh T
combiaed coptal ook of

1he (ve compucims, ot pwices
qented 20 1be New York ttock

Gearsntes
of Complotion
Completies of the Favey.
- «h the

The st carces of the comm
pirtad Savo Flass are ewr-
mated by Mo ey of the
Plasa end Mr Wiacm of the

T EQUITABLE me
TRUST COMPANY et
OF NEW YORK

- urtown orrics. 37 WALL STREET iuroaren we
19 tretees

Hotwe 4. o o 3.

Y98 1vresuanen soere. Sirmenst mev svirarren N s sseiven ve ow arvaces S8icn ®0 1oersen 1o se ssuias'e

An advertisement of the bond department of a New
York bank offering the same bonds described in the ad-

vertisement on the facing page.

Here again, as in the

opposite advertisement, skilful layout and the use of
illustration have served to heighten the effectiveness of

the copy.

for the Citizens and Southern
Bank of Georgia, Savannah,
Ga., the largest financial in-
stitution between Baltimore
and New Orleans, and also
for the Union and New
Haven Trust Company of
New Haven, Conn.

FINAL tabulation of new
business secured by the “Go-
Getters™ organization of the
employes of the Union Trust
Company, Cleveland, O,
shows that during the year
1925 these employes brought

in over $2,000,000 in new
business. Ninety-four of the
employes found time outside
of their regular work to se-
cure at least twelve new ac-
counts during the year total-
ing $1200 or more, which re-
mained open for a period of
more than ninety days. Five
employes obtained twelve or
more new accounts during
the year with initial aggre-
gate deposits from $420 to
$1200, which remained open
for at least ninety days. A
total of 4123 accounts was
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Two
Lirre OLp LapiEs

who happened to get into
the newspapers . - - . .

HEY were two little old ladies, trying to support them-
selves hy sewing—trying, in one of New York's poorest
tenement districts, to retain the shreds of gentibity.

They had been lefe well-to-do. Reared with a sense of
financial security, they knew nothing abouc business. Help-
lessly they saw their income dwindle, and gradually dis-
appear. The estate had been badly managed. They did
not understand how. They only knew that now they were
forced to face the world, hopelessly unprepared.

Then illness came—and the two little old ladies got into
the newspapers. They appeared in the kst of New York's
“Hundred Neediest Cases” hsz Christmas..

Ax ExTREME CASE? Perhaps. Yet itis estimated that nine out
of every ten estates of more than 5,000 are dissipated within
seven years. Dissipated largely because so often there is
Iackmg in (hc nur J 4 o!’ an estate, business experience and
judg y in acquiring thatestate.

For more than a genennon. our Company has been con-
ful i dling and scttling of estates.

in the h
We offer tl\e service of specialists in this work, together with
the time-saving, money-saving facilities developed by our
institution. That is why more and more people are naming
the Irving-Columbia as executor or trustee.

Orricans in any of the Banting Offices listed below are always
ready to discuss your problems with you or give you any further
informaiion you may desire,

Irving Bank-Corumsia Trust Company

Dewntown Midwwe Brons
6o Brosdway Fifth Avenoe ar 310d Street Third Avenue at 140th Sereet
#1 Fulton Street Fifth Avenue at Joth Street Southern Boulevard st 16 jed Sereet

East Fordham Rd. at Manos Ave:

W, » Baikding East 4204 St., opp. Grand Central
West Broadway at Park Aveans at ¢8th Street Bresklva
€0 Fulton Sereet
Chambers Street Herlem atbush Ave. at Linden Biod.
Broadway at Exghth Street 125th Street at Seventh Avenue New Utrecht Avemee a1  yrd Sreet

A good example of the attention getting value of the
unusual is given in the headline and introductory copy
of the above trust advertisement of a New York bank.

brought in by ninety-nine
employes, one employe reach-
ing the figure of 372 ac-
counts.

EiGHT hundred and forty
new depositors of the Home
Savings Bank of Boston,
Mass., according to Carl M.
Spencer, treasurer, gave in
January, 1926, the following
reasons that prompted them
to open new accounts with
the bank. Of this number of
new customers 122 had form-
erly been depositors; 69 were

transfers from other ac-
counts; 79 were additional
accounts with present deposi-
tors; 197 were introduced or
recommended by depositors;
16 were introduced or recom-
mended by other banks; 40
were introduced or recom-
mended by trustees, officers
and clerks; 118 joined be-
cause of the Christmas and
Vacation Clubs; 79 joined
because of their children hav-
ing school savings accounts;
8 were mortgagors; 9 joined
because of the automatic tel-

ler in the lobby; 62 were at-
tracted by location, hours, or
interest rate and 17 were at-
tracted by newspaper adver-
tising. Regarding the rela-
tively low place accorded to
newspaper advertising Mr.
Spencer says:

“We do not think that
newspaper advertising re-
ceives the credit due; we be-
lieve that it serves as a back-
ground for favorable recom-
mendations and perhaps is a
subconscious  element  in
bringing about many of the
decisions which finally ripen
into action.”

“CeNTRAL Clearings” pub-
lished by the Central Trust
Company of Illinois, Chi-
cago, and the Fort Madison
Savings Bank News pub-
lished by the Fort Madison
Savings Bank of Fort Madi-
son, Jowa, are two interesting
bank house organs which
have recently come into this
office.

EpwiN Bird Wilson, Inc., of
New York publishes an in-
teresting house organ on
financial publicity entitled
Edwin Bird Wilson's Mes-
senger. This publication con-
tains some very informative
material on financial adver-
tising.

MEeTROPOLITAN Life Insur-
ance Company has published
a comprehensive booklet on
employe magazines.  This
booklet covers such subjects
as: rcasons for starting the
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This advertisement of a Philadelphia bank enlarges on
the explanatory bank statement idea by giving an un-

usually complete picture of

the meaning of various items

on the statement, presenting all details in a very under-

standable manner.

ing in a savings bank is that
all day long we are meeting
happy people—our deposi-
tors! They are all people
worth  money—all  people

with money to spend when
they get good and ready to
spend it.”

THE Republic National Bank
of Dallas, Texas, has pub-

lished a very attractive book-
let giving a story of the
bank’s new twenty-one story
building—with but one ex-
ception the tallest in the
Southwest—and including a
brief story of the bank’s his-
tory, progress and the vari-
ous services which it offers.

“SIXTY Years” is the title of
a booklet recently published
by the First National Bank
of Chattanooga in commemo-
ration of its sixtieth anniver-
sary. The booklet is well
printed, contains some very
readable copy and includes a
number of unusually interest-
ing illustrations of Chat-
tanooga sixty years ago and
today.

THE Fidelity Union Trust
Company, Newark, N. J., is
reprinting in pamphlet form
a series of articles on “Wills,
Estates and Trusts,” written
by Edw. A. Pruden, vice-
president of that institution,
for the Newark Sunday Call.
The first of the series is en-
titled “Wills and Business
Problems; or How Your Will
Can Safeguard Your Busi-
ness,” and contains a num-
ber of specific cases illustrat-
ing problems which would
have been eliminated if a
properly drawn will had
existed in each case. The
folder also calls attention to
the fact that there are ad-
vantages and economies to a
legal resident of New Jersey
in naming a New Jersey bank
executor and trustee of the
estate, .



| The Third Rail

of Business---

HE mightiest electric locomotive is power-
ess without an electrical contact— nor will
any business run without contacts—buying con-
tacts, selling contacts, transportation contacts,
financial contacts.
Contact with The Union Trust places your
business in contact with our contacts :

Customers in 1130 lines of business.

72 Directors of outstanding individual
success in 40 major lines of industry.

900 banks throughout the nation with
whom we are in close personal contact.

Direct connection with over 6000
banks throughout the world.

Private telegraph connections with the
country’s business centers.

N

136 officers expenienced in the many
phases of personal and corporate
banking and administration.
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Contacts count in business as in transportation.
Is your business in contact with a " third rail 2"
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Lower Maintenance . . .

Lower Depreciation
. . . they are guaranteed in the Dalton

FOK the first time in bank bookkeeping

machine history, a guarantee of lower
maintenance and lower depreciation! Such a
guarantee is yours when you purchase the
New Dalton “MULTIPLEX" Bank Ledger
Posting and Statement Machine. For with
the machine goes a contract that gives you . ..

(1) For a surprisingly small sum, five years
of mechanical service. This service cost is
the lowest ever offered on bank bookkeeping
equipment.

(2) At the end of five years, a guaranteed
trade-in value—you know just how much your
used equipment will bring.

The same simplicity of construction and
operation that makes pos-
sible this remarkable guar-
antee gives this new
Dalton many other

Adding-Calculating -

Dalvon_

Bookkeeping -

time-and-money-saving advantages. For ex-

ample:

(1) Extreme quietness of operation—in
your machine department.

(2) Greater operating speed—because of
the Dalton scientifically correct 10-key “touch
method™ keyboard.

(3) One-hand control of machine—opera-
tor's other hand free to turn checks or de-
posit slips.

(4) Less

“fatigue errors.”

strain on operator—fewer

Today, get in touch with your local Dalton
Sales Agent—see a demonstration of this new
Dalton bank model. Such a demonstration
costs you nothing, but
it will prove a revela-
tion in modern machine
bookkeeping methods.

Statement

and “ Cash Register > Machines

THE DALTON ADDING MACHINE SALES COMPANY
Cincinnati, Ohio, U. S. A.

Agents for Canada : The United Typewriter Co., Toronto and Branches
Sales Agencies in all the Principal Cities of the World

e ial E e

Dalton is the official figuring hi

of the Sesq

p , Philadelphia
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MR. PUELICHER ON EDUCATION

A‘ the Golden Anniversary Conven-

tion, last year, members of the

American Bankers Association
subscribed $500,000 to establish an edu-
cational foundation. John H. Puelicher,
president of the Marshall and Ilsley
Bank, Milwaukee, Wis., is chairman of
the board of trustees appointed to make
wise use of this fund. It is interesting,
therefore, to get his ideas on education
as set forth in the following extracts
from an address delivered before the
Wisconsin Bankers Association conven-
tion at Wausau last month:

“The educational efforts of the Ameri-
can banker have thus far been designed
to meet immediate needs. The first en-
deavor was distinctly a youth movement.
Youth will have its day in the sun. The
first outstanding educational undertaking
of the American Bankers Association had
its inception in the aspirations of youth.

“The young men in the profession—
there were then few women in banks—
wished to better their opportunities.
They wished for greater chances to suc-
ceed. Official advancement 1n banking
went too often with stock ownership, not
with knowledge of the business. This
was not good for banks nor for those in
them. Then came a group of young men
who sought to do for the profession,
so that the profession might do for them.
They hoped to merit a success commen-
surate with their contribution. This
brought to the profession a development
great as is the ambition of youth.

“Be it said to the credit of those then
in the American Bankers Association
whose duty it was to counsel and to
guide, that when the ambitions of the
younger men were presented, the older
men aided and encouraged.

““The American Institute of Banking
is today an accepted fact. That it ade-
quately meets the needs of a constantly
growing number of students elicits little
comment from any one in the profession.
. . . Probably the greatest single con-
tribution which the institute made to

banking was the professional democracy
which came with it. . . . The American
Institute of Banking is an assurance that
education is a corner-stone of the life
and progress of an industry or profes-
sion.

"A recognition of the wisdom of help-
ing others as you have been helped
brought about the next educational un-
dertaking of the American Bankers
Association. . . . And the work of the
Public Education Commission is just be-
ginning.”

Some of the questions which Mr.
Puelicher believes the bankers should
turn their minds to are: Instalment buy-
ing, future financial policies toward our
large gold balance, the farmers’ problems,
future foreign competition, and the re-
vival and stabilization of India and
China.

“We have been slow, tradition-ridden,
custom-bound, precedent-rooted, com-
munity-fenced,” he said. “In a rapidly
changing world new methods, new ways,
become imperative. Our economic mind
must become broader, deeper, more in-
clusive—world wide.

“The wisdom that foresaw the pos-
sibilities of the American Institute of
Banking and the Public Education Com-
mission must now provide the necessary
scholarship and research. . . . As a be-
ginning $500,000 is a sizable amount,
but one must think of it only as a begin-
ning. . . . There should be at least two
scholarships in every state university,
and at least one scholarship in every
college maintaining a department of
banking or economics. . . . In addition
to this, we should start out with at least
one foreign fellowship, and in the course
of a few years bring this up to five or ten
foreign fellowships.

“This may sound like an ambitious
program, but it is only in this way that
we may hope to keep American banking
thought abreast of the requirements of
America’s position in world finance.”

113



AV

1

22

WHAT BANKS AND BANKERS
ARE DOING

LIVER W. BIRCKHEAD has re-
O signed as vice-president of the
Harriman National Bank, New
York, to become president and director
of the new Murray Hill Trust Company,

CARLETON A. CHASE

President of the First Trust and De-

posit Company, Syracuse, N. Y., re-

cently elected president of the New
York State Bankers Association.

New York, which opened about July 1.
Mr. Birckhead was born in Washington,
D. C. in 1886, and has been associated
with banks and banking during most of
his career. He has served as secretary
to the Secretary of the Treasury and to
the Comptroller of the Currency, as chief
of the examining division of the Comp-
troller’s office, and as supervising na-
tional bank examiner of the third
and fourth Federal reserve districts.
Tust previous to his appointment as

vy

vice-president of the Harriman Na-
tional, Mr. Birckhead was a national
bank examiner assigned to New York
City. The new Murray Hill Trust Com-
pany, which is organized to serve the
uptown disrict, will have a combined
capital and surplus of $2,000,000.

WiLLiaM E. KATENKAMP has been ad-
vanced from cashier to vice-president of
the National Central Bank of Baltimore,
Md, in place of George F. Lang, re-
signed. Harry H. Hahn, formerly assist-

B. W. GrIFFIN

Manager of the business extension de-
partment National Newarx and Essex
Banking Company, Necwark, N. ],
who will conduct a course .n bank ad-
vertising and publicity in Columbia
University, New York, next fall.

ant cashier, replaces Mr. Katenkamp as
cashier; and Clarence E. Wheeler,

formerly manager of the new business de-



Pierre S. duPont
Chairman, General Motors Corporalion
and E. I. duPont de Nemours % Co.
Lammot duPont
Finance Commillee,
Corporation.

General Motors

GENERAL MOTORS
ACCEPTANCE CORPORATION

Executive Offices:
250 West 57th Street, New York City

THE obligations of this institution are selected as appro-

vate and sound mediums for short term investment by a
large banking clientele. They may be obtained in convenient
denominations and suitable maturities.

DIRECTORS

Alfred H. Swayne O. H. P. LaFarge
hairman— Vice President, General General Motors Corpomlwn
Motors Corporation. Seward Prosser
Ch an, Bank Trust Co 3
Cm CM CW Ne‘zr]"".ark ankers Tru. mpany,
Viee Pmidcnl Chmrman Finance Commiltee, General

Motors Corparalwn
Alfred P. Sloan, Jr.
'resident, Gmcral Motors Corporalion
John J. Schumann, Jr.
Vice President
onald M. Spaidal
Vice President

partment, has been advanced to assistant
cashier.

Mr. Katenkamp entered the bank in
1905 as discount clerk, was appointed
assistant cashier in 1918, and cashier in
1925. Mr. Hahn, who joined the staff
of the bank in 1918 as auditor, has been
assistant cashier since 1925. Mr. Wheeler
has been manager of the new business
department since 1922.

BENJAMIN LEVINSON has been promoted
from trust officer to vice-president and
trust officer of the Liberty Trust and
Savings Bank, Chicago, Ill.; Harry
Wiersema has been advanced from cash-
ier to vice-president and cashier; and
Milton Rosenthal, formerly assistant
cashier, has been elected a vice-president.

Mr. Levinson, who is a graduate of the
Yale Law School and a member of the
bar in Illinois and the District of Colum-
bia, was formerly in the legal depart-
ments of the Bureau of War Risk Insur-
ance and the United States Railroad Ad-
ministration. He left this work in 1921
to become trust officer of the Liberty
Trust and Savings. Mr. Wiersema has

been with the bank since 1913, holding
successively positions as bookkeeper, re-
ceiving teller, paying teller, assistant
cashier, cashier, and now wice-president.
Mr. Rosenthal joined the bond depart-
ment of the bank in 1921, became man-
ager of the department, was later ad-
vanced to assistant cashier, and finally
to vice-president.

F. G. MURBACK, assistant cashier and
manager of the savings department
Union Trust Company, Chicago, Ill., has
been elected president of the Savings
Association of Loop Banks in Chicago
for the ensuing year.

G. PRATHER KNAPP has resigned as vice-
president of the Bankers Service Cor-
poration, New York, to become editorial
and business director of the Rand
McNally Banking Publications. Mr.
Knapp was born in St. Louis and edu-
cated at St. Louis University. He has
held positions in the legal department
of the Missouri Pacific Railroad, and in
the publicity department of the St. Louis
World's Fair. He was for a time vice-
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president of the Harvey Blodgett Adver-
tising Company. From 1905 to 1922
he was with the Mississippi Valley Trust
Company, St. Louis, Mo., as publicity
manager of that institution. He resigned
this office to become vice-president of the
Bankers Service Corporation, which posi-
tion he leaves to direct the Rand
McNally publications.

He was one of the organizers of the
Financial Advertisers’ Association, and
is a director of the Asso:iated Advertis-
ing Clubs of the World. During 1920
and 1921 he served as a member of the
publicity committee of the Trust Com-
pany Division of the American Bunkers
Association, which inaugurated the co-
operative educational campaign on trust
service which is still appearing in the
national magazines. He has been active
as a writer and speaker on banking and
finance, and is the author of a book soon

to be published on “How Banks Increase
Their Business.”

CARLETON A. CHASE, president of the
First Trust and Deposit Company,
Syracuse, N. Y., was elected president
of the New York State Bankers Associa-
tion at the recent convention in Quebec.
Mr. Chase was born in Syracuse in 1864.
His father was head of the Syracuse
Chilled Plow Company, and Mr. Chase
left school early to join his father in the
business, in which he filled various re-
sponsible positions until he was made
vice-president in 1902, and the following
year made president. In 1920, he re-
signed this position to become president
of the First Trust and Deposit Company,
which has resources of more than $50,-
000,000. Mr. Chase is also president of
the Bank of East Syracuse, and of the
Eastwood Bank, a vice-president of the
Syracuse Chilled Plow Company, of the
Rochester & Syracuse Railroad Co., and
of the Empire State Railways.

The other officers of the New York
State Bankers Association are as follows:
Vice-president, Gates W. McGarrah,
chairman of the executive committee
Chase National Bank, New York;
treasurer, William McCafferty, president
First National Bank of Rochester; and
secretary, Edward J. Gallien.

T. A. EMBREY, president Farmers Na-
tional Bank, Winchester, Tenn., has
been elected president of the Tennessee
Bankers Association for the ensuing
year. The other officers of the associa-
tion are: First vice-president, E. F.
Ames, vice-president and cashier First
National Bank, Maryville; second vice:-
president, Algood Carlen, assistant cash-
ier Citizens Bank, Cookeville; third vice-
president, Caldwell Harrison, cashier
Farmers and Peoples Bank, Milan:
treasurer, W. H. Wall, cashier First
Trust and Savings Bank, Clarkesville:
and secretary, H. Grady Huddleston, of
Nashville.



JULIAN D. FAIRCHILD, Vice-President
WILLIAM J. WASON, JR., Vice-President
HOWARD D. JOOST, Vioe-President

J. NORMAN CARPENTER, Vice-President

ACCOUNTS INVITED

B. W. GRIFFIN, manager of the business
extension department of the National
Newark and Essex Banking Company,
Newark, N. J., has been invited to con-
duct a course in bank advertising and
publicity in Columbia University next
fall, following the publication of his re-
cent book on that subject, written in
collaboration with F. R. Kerman, vice-
president of the Bank of Italy.

Mr. Grifin was born in Balisore,
India, of missionary parents. He was
educated in Bates College, Maine, to be
a teacher and did teach for several years.
When he came back from the war, he
decided to try advertising, and, after
taking a short course in banking with the
Guaranty Trust Company, he joined the
staff of the Gotham National Bank, New
York, as vice-president in charge of new
business. When the Gotham was
merged with the Manufacturers Trust
last October, Mr. Griffin left to take up
his present work with the National
Newark -and Essex.

CLarRk HAMMOND, vice-president of the
Keystone National Bank of Pittsburgh,
Pa., was elected president of the Penn-
sylvania Bankers Association at the re-
cent convention in Atlantic City. Mr.
Hammond graduated from Kenyon Col-
lege in 1903, where he had been elected
to Phi Beta Kappa, and entered the Iron
City National Bank, Pittsburgh, as a
messenger. He had previously had some
experience in banking in his father's
bank, the National Exchange Bank,
Steubenville, O. After a number of years

6

INTEREST ALLOWED ON

L 0 UL

ngs County Trust Company

City of New York, Borough of Brooklyn
Capital $500,000 Surplus $4,000,000 Undivided Profits $794,000

JULIAN P. FAIRCHILD. President

THOMAS BLAKE, Secretary g
ALBERT 1. TABOR, 4ssistant Secretary
CLARENCE E. TOBIAS, Adssistant Secretary
ALBERT E. ECKERSON Auditor

DEPOSITS

S 00O

with the Bank of Pittsburgh, N. A.,
(with which the Iron City was merged),
he became secretary of the Guarantee
Title and Trust Company. Later, when

that bank was purchased by the
© PARaY, PITTSBURGH, PA.
CLAarxk HAMMOND
Vice-president  Keystone  National

Bank, Pittsburgh, Pa., recently elected
president of the Pennsylvania Bankers
Association.

Duquesne National Bank, he became as-
sistant cashier of the latter. In 1911 he
joined the staff of the Columbia National
Bank as assistant cashier, advanced later
to cashier, and finally to vice-president
and director. In January, 1926, he left
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Federal Home Mortgage
Company First Mortgage
Collateral 5% Gold Bonds

A Universal Investment

INSURLD"

Empire Trust Company, New York City,
Trustee
Guaranteed by the National Surety
Company

The characteristics that render these Bonds
eligible for theinvestment of deposit and trust
funds of National, State and Savings Banks
make them equally attractive to trustees, in-
stitutions and individual investors. These
characteristics may be briefly summarized as
follows:

¢ Assured JSafety. Safety is assured, 1st, by
carefully selected First Mortgages; 2nd, by
the resources of the Federal Home Mortgage
Company; 3rd, by the National Surety Com-
pany, the largest Surety Company in the
world which guarantees, by endorsement on
each Bond, the principal and interest.

Jteady Income. The income from Federal
Home Mortgage Company Bonds is steady
and continuous from date of issue to maturity.
Coupons for semi-annual interest may be col-
lected through any Bank or Trust Company
as they become due.

Relatively High Return. It is generally con-
ceded that Federal Home Mortgage Company
Bonds return a higher rate of income (54%)
than can be obtained from other forms of in-
vestment that afford equal security.

ed in form in d: inati of $500 and $1,000 in

:n':‘:nrhia of five. ten and fifteen years. and distributed to in-

vestors through the following cstablished Banks and Invest-
ment Houses to whom inquiries should be sent :

GRAND RAPIDS NATIONAL BANK
Grand Rapids, Michigan
PORTER, ERSWELL & CO.

216 Middle Street, Portland, Maine
MURPHEY, FAVRE & CO.
Spokane—Portland—Seattle
W. H. STOUT & COMPANY
7 St. Paul Street, Baltimore, Maryland
R. W. EVANS & CO.

7 Wall Street, New York City
224 Fourth Avenue, Pittsburgh, Pa.
HAYDEN, VAN ATTER « CO.

Bull Building, Detrot, Michigan
PALMER BOND & MORTGAGE (0.
Walker Bank Building, Salt Lake City, Utah
RNOLD AND COMPANY
1010 Vermont Avenue, Washington, D. C.
R. H. ARNOLD CO.

120 RBroadway, New York City
SMITH, HULL & CO., INC.
Minneapollis, Minn.

THE MICHIGAN TRUST COMPANY
Grand Raplids, Michigan

GEO. L. SIMPSON & CO.
American Exchange Bank Bullding, Dallas, Tex.

Inquiries from banks and dealers invited

R. H. ARNOLD CO.

Established 1895

120 Broadway New York City

Fiscal Agents

the Columbia National to become a vice-
president of the Keystone National. He
is active in the work of the American
Bankers Association as well as the state
association.

The other officers of the association
are: Vice-president, Harry J. Haas, vice-
president First National Bank, Philadel-
phia; treasurer, Al. K. Thomas, president
East End Trust Company, Harrisburg;
and secretary, C. F. Zimmerman, cashier
Lebanon County Trust Company, Leb-
anon, Pa.

J. WALTER GETTY has been advanced
from cashier to president of the First
National Bank, New Windsor, Md,
succeeding Nathan H. Baile, who had
served the bank for fifty-seven years.
John S. Baile has been elected cashier,
succeeding Mr. Getty, and Leslie A.
Smelser has been added to the board of
directors of the bank.

J. T. C. Hopkins, JR., president of the
Cecil National Bank, Port Deposit, Md.,
has been elected president of the Mary-
land Bankers Association. Mr. Hopkins
comes from a family of bankers, both
his father and grandfather having been
bank presidents, and both his brothers
being bank officials. During the war he
was chairman of the Cecil County Lib-
erty Loan Committee, and during the
Fourth Liberty and Victory Loan cam-
paigns led all the counties of the state in
ratio of subscribers to population and
amount subscribed per capita. The Cecil
National, of which he is president, was
established in 1850 by Jacob Tome,
founder of the Tome School.

The other officers of the Maryland
Bankers Association are as follows:
Vice-president, W. O. Pierson, vice-
president Union Trust Company, Balti-
more; secretary, Charles Hann of the
Merchants National Bank, Baltimore;
and treasurer, William Marriott of the
Western National Bank of Baltimore.

WILLIAM A. ACKERMAN, active mana-
ger of the Knox National Bank, Mt.



Vernon, O., was elected president of the
Ohio Bankers’ Association at the recent
convention at Cleveland. Mr. Acker-
man was born in 1873, attended Ohio
Wesleyan University, and entered the
employ of the Knox National Bank in
1902, as a messenger. It took him but
four years to rise from this humble posi-
tion to the cashiership of the bank, which
position he held until he was elected
vice-president in 1924,

The other officers of the Ohio Bankers

J. T. C. Hopxins

President Cecil National Bank, Port

Deposit, Md., recently elected presi-

dent of the Maryland Bankers Asso-
ciation.

Association are: Vice-president, Robert
McEvilley, vice-president First National
Bank, Cincinnati; and treasurer, Homer
M. Davies, vice-president and cashier
Commercial Bank, Delphos.

W. M. Price, president Lyon County
State Bank, Emporia, Kan., and formerly
a senator of that state, was elected pres-
ident of the Kansas Bankers' Association
at the recent convention in Wichita.
The other officers of the association are:

W. M. PriCcE

President Lyon County State Bank,

Emporia, Kansas, who was elected

president of the Kansas Bankers Asso-
ciation at the recent convention.
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Established 1837

ADRIAN H. MULLER & SON

55 WILLIAM STREET

(Corner of Pine Street, New York)

STOCKS AND BONDS AT AUCTION

Regular Auction Sales of all Classes of Securities Every Wednesday

The Business of Banks, Bankers, Investors and Dealers in Securities Receives
Prompt and Careful Attention

—

Vice-president, A. W. Wilson, president
National Bank of Ness City, Ness City;
treasurer, I. J. Meade, vice-president
Lawrence National Bank, Lawrence; and
secretary, W. M. Bowman, of Topeka.

R. E. MACGREGOR, vice-president North-
western National Bank, Minneapolis,
Minn., was elected president of the Min-
nesota Bankers Association at the recent
convention in Minneapolis. The other
officers of the association for the ensuing
year are: Vice-president, A. G. Wedge,
president First National Bank, Park
Rapids; treasurer, A. M. Schaefer, presi-
dent Peoples State Bank, Jordan; and
secretary, F. P. Fellows, of Minneapolis.

WALTER B. CRAWFORD, vice-president
West Frankfort Bank and Trust Com-
pany, West Frankfort, Ill,, was elected
president of the Illinois Bankers Associa-
tion at the recent convention. The other
officers of the association for the year
192627 are: Vice-president, J. M.
Appel, president Highland Park State
Bank, Highland Park; treasurer, W. H.
Drewel, president National Trust Bank,
Charleston; and secretary, Martin A.
Graettinger, Chicago.

E. B. GREENE has resigned as an execu-
tive vice-president of the Cleveland Trust
Company, Cleveland, O., after almost
thirty years with the bank. He has been
elected a member of the board of di-
rectors, chairman of the executive com-
mittee, and an ex-officio member of all
other committees, thus retaining a con-

120

nection with the bank. When Mr.
Greene started work for the Cleveland
Trust Company, in 1898, his work com-
bined the duties of clerk, messenger and
teller. His progress to the vice-presidency
was through the offices of assistant treas-
urer, assistant secretary, and secretary.
He has resigned in order to give his full
time to his outside interests which have
grown so large as to make it impossible
to carry them on efficiently and be a
bank officer at the same time.

ABIAL WINN, vice-president First Na-
tional Bank, Valdosta, has been elected
president of the Georgia Bankers Asso-
ciation for the ensuing year. The other
officers of the association are: Vice-presi-
dent, Robert Strickland, Jr., wvice-
president Fourth National Bank, Atlan;
ta; secretary, Haynes McFadden of At-
lanta; treasurer, E. L. Henderson, cashier
Commercial Bank, Cedartown; general
counsel, Orville A. Park of Macon; and
assistant secretary, Joseph R. Murphy of
Atlanta.

E. D. KiLPATRICK, cashier of the First
State Bank, Leflore, Okla., who was re-
cently elected president of the Oklahoma
Bankers Association for the ensuing
year, was born in Krebs, Okla., in 1890,
and educated in Wentworth Military
Academy, Lexington, Mo, and the
Christian Brothers College, St. Louis,
Mo. His first banking job was as assist-
ant cashier of the Bank of Red Oak,
Okla., when he was but 18. The next
year, 1909, he was elected to his present
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position as cashier of the First State
Bank.

The other officers of the Oklahoma
Bankers Association are as follows:
Vice-president, G. S. Weitzenhoffer,
vice-president Security National Bank,
Oklahoma City; treasurer, O. E.
Thompson, president McCurtain County
Bank, Broken Bow; and secretary,
Eugene P. Gum, of Oklahoma City.

S. C. KiING, vice-president of the Bank of
Ensley, Ensley, Ala., has been elected
president of the Alabama Bankers
Association for the ensuing year. The
other officers of the association are:

S. C. King

Vice-president of the Bank of Ensley,
Ensley, Alabama, who was elected
president of the Alabama Bankers As-
sociation at the recent convention.

Vice-president, R. H. Cochrane, presi-
dent City National Bank, Tuscaloosa;
and secretary-treasurer, Henry T. Bart-
lett, vice-president American Trust and
Savings Bank, Birmingham.

W. I. LiINcoLN ADAMS has been elected
chairman of the board of directors of
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PHILADELPHIA

—

the new Murray Hill Trust Company,
New York. His banking experience ex-
tends over a quarter of a century, be-
ginning with the organization of the
Montclair Trust Company, Montclair,
N. J., in 1901, where he served as presi-
dent for many years. He also assisted
in the organization of the Bloomfield
Trust Company, Bloomfield, N. J. He
was president of the West Side Bank,
New York, for several years prior to its
merger with the Manufacturers Trust
Company in 1918. He then went into
military service, and served for over a
year as officer in charge of finance in the
Department of the East. Since that time
he has been principal owner and presi-
dent of the stationery house of Styles and
Cash, and only recently relinquished the
active management.

HARrROLD P. PERKINS, assistant cashier of
the National Shawmut Bank, Boston,
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Mass., has been elected president of the
Vermont-New Hampshire Bankers Asso-
ciation for the ensuing year. Mr.
Perkins was formerly cashier of the
White River Bank, of Bethel, Vt.

R. E. CHAMBERS has been elected a vice-
president of the National Shawmut
Bank, Boston, Mass. Mr. Chambers,
who was born in 1884 in Toms River,
N. J., has been in banking since 1904,
beginning with the New Haven Bank,
N. B. A, New Haven, Conn., as a junior
clerk. In 1918 he left the New Haven
Bank, N. B. A,, to become cashier and a
director of the Ansonia National Bank,
Ansonia, Conn. He has just completed a
year as president of the Connecticut
Bankers Association.

Mrs. Ersie LawsoN is the latest
woman to gain recognition in banking
by an official title. After seventeen years
of faithful service with the Farmers’
Loan and Trust Company, New York,
she has been appointed an assistant cash-
ier of the bank, the first woman to hold
such a position with the company.

KiNGSLEY KUNHARDT has been appoint-
ed investment trust officer of the
Guaranty Trust Company, New York.

ALFrep C. BossoM, New York bank
architect, has been elected a correspond-
ing member of the Central Association
of Austrian Architects. This organiza-
tion has recently been sponsoring a cir-
culating exhibition of American architec-
ture through Austria and Germany, par-
ticular emphasis being placed on bank
and office buildings.

CREDIT MEN FOR PAR
CLEARANCE

IN submitting its report to the conven-
tion of the National Association of
Credit Men held in New York, May
24-28, the banking and currency com-
mittee of that association again advo-
cated par payment of checks. “This
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the country last year exceeded $500,000,-
000. This means, he said, that the coun-
try is “suffering a serious waste of both
material and human wealth because many
of the fires involved loss of life, the ag-
gregate fatalities for the year approxi-
mating 15,000. The money losses repre-
sent an average toll of about $1,504,279
daily or $1044 a minute. . . . This
waste by burning can be reduced, be-
cause we know that at least 75 per cent.
of all fires are due to carelessness and
are, therefore, preventable.

“It seems almost incredible that the
enlightened American people will go on
year after year burning up such tre-
mendous values and piling upon their
shoulders an unnecessary burden of such
magnitude, yet they continue to do so.”

The forum type of meeting was prom-
inent at this convention as it is at so
many conventions lately. J. M. Paul of
McDonald Bros., Minneapolis, Minn.,
and E. B. Moran, manager of the credit
interchange bureau of the association led
a forum on “Interchange of Credit In-
formation.” R.T. Graham led a similar
meeting on “"What Constitutes a 100 per
cent. Association of Credit Men?” and
there were similar forums of “Friendly
and Bankruptecy Liquidations™ and on
“World Trade.”

Among the speakers before the conven-
tion whose addresses cannot be included

here were: Professor David Friday, di-
rector of research National Transporta-
tion Institute, Washington, D. C.; W.
M. Jardine, Secretary of Agriculture;
Lucius R. Eastman, president Merchants
Association of New York; Colonel
Theodore Roosevelt; Julius Henry
Cohen, counsel to the Port Authority of
New York; Merle Thorpe, editor of the
Nation’s Business; Nathaniel A. Els
berg; Marshall D. Beuick; R. H. Hitch-
cock; and F. D. Rock.

The convention was attended by about
4000 delegates. William H. Pouch,
president of the Concrete Steel Com-
pany, New York, was elected president
for the ensuing year. The other officers
are J. F. Woods, of Richmond, Va,;
George J. Gruen, of Cincinnati; and
Frank D. Rock, of Denver, vice-presi-
dents.

WINNERS IN UNION TRUST'S
ESSAY CONTEST

THE March issue of THE BANKERS
MAGAZINE contained a detailed account
of the essay contest instituted by the
Union Trust Company, Detroit, Mich.,
to stimulate interest in life insurance.
The company offered five university
scholarships of $1000 each for the five
best essays written by high school seniors
on “The Advantages of Life Insurance.”
Of the five scholarships, four were won
by girls. The winners were announced
recently as follows: Paul Millard Shel
don, who has selected Oberlin College,
Oberlin, O.; Marguerite Wellman, who
has selected the University of Michigan,
Ann Arbor, Mich.; Alice Mort, who has
selected Michigan State College, East
Lansing, Mich.; Esther Pryor, who select-
ed the University of Michigan; and
Helen Barrett, who selected St. Mary’s
College of Notre Dame, Notre Dame,
Indiana.
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FIRST INVESTMENT TRUST
UNDER FEDERAL RESERVE

UNDER the provisions of the Federal
Reserve Act, the First Pederal Foreign
Investment Trust has been organized in
New York. As the name implies, it is
the first investment trust to be organized
under the Pederal Reserve Act. There
are other investment trusts, but they
operate mostly under state charters.

The First Federal Foreign Investment
Trust differs also from the usual invest-
ment trust in being of a hybrid nature,
part investment organization, part bank-
ing organization. Its credits will be
mostly those which run for a longer
time than banks can safely take, and yet
which are too small to be worth while
offering publicly through brokers. The
trust will use its own capital and funds
gained by the sale of its debentures for
investment in such credits. It is author-
ized to receive deposits associated with
such transactions, and to establish agen-
cies and appoint correspondents abroad
for such business. On the whole, its func-
tions are very similar to those of the
Federal Intermediate Credit Banks, save
that the First Federal Foreign Investment
Trust will operate internationally, while
the intermediate credit banks are confined
to the United States in their work.

Paul Klopstock of the Foreign Securi-
ties Company, Ltd., New York, is presi-
dent of the new organization; Arthur D.
Mendes, formerly of F. J. Lisman &
Co., New York, is vice-president and
treasurer; and Edward Froede is vice-
president and secretary. The company

is capitalized at $2,000,000, with surplus
of $200,000.

FIDELITY UNION, NEWARK,
BUYS TWO MORE

Last month the Fidelity Union Trust
Company, Newark, N. J., purchased the
Ironbound Trust Company, as was
chronicled here. Since that time, it has
acquired also the American National
Bank and the City Trust Company, both
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of Newark, N. J. This, according to
Uzal H. McCarter, president of the
Fidelity Union, completes the program
of expansion of the bank. It now owns
the North End Trust Company, the Citi-
zens National Bank and Trust Company,
the Essex County Trust Company (of
East Orange), the Ironbound Trust
Company, the American National Bank
and the City Trust Company. The
ownership of these banks gives the Fidel-
ity Union potential assets of over $135,-
000,000. It is now by far the largest
bank in New Jersey.

The banking law of New Jersey does
not allow branch banks, and pending
legislation which will permit the conver-
sion of these banks into branches of the
Fidelity Union, they will be operated as
separate institutions. Charles Niebling.
president of the American National
Bank, and William Halsey Peck, presi-
dent of the City Trust Company will,

there‘ore, continue as presidents of their
respective institutions until the amalga-
mation of the banks with the Fidelity
Union. Then they will probably become
directors of the Fidelity Union in charge
of the branches.

PRUDENCE COMPANY EXPANDS

THE Prudence Company, Inc., New
York, has increased its capital from $2,-
500,000 to $10,000,000 by the issue of
$2,500,000 additional common stock and
$5,000,000 of preferred stock. This cap-
ital increase, with the surplus and un-
divided profits will give the company
capital assets of about $27,500,000. This
is a splendid record of growth from the

Joun H. WELLs

Vice-president Rhode Island Hospital
Trust Company, Providence, R. I,
recently elected president of the Rhode
Island  Bankers Association. Mr.
Wells has been connected with the
Rhode Island Hospital Trust Com-
pany for over sixteen years, having
served as clerk, assistant secretary,
secretary, and as vice-president, his
present position. The Rhode Island
Hospital Trust is the oldest trust com-
pany in Ncw England.
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$1,100,000 with which the company
started in 1919.

The company has also announced the
sale of a $15,000,000 issue of bonds to a
syndicate headed by Halsey, Stuart &
Co., the Manufacturers Trust Company,
Estabrook & Co., and Redmond & Co.
This evidently marks a change in policy,
for heretofore the Prudence Company
has marketed its own issues. These is-
sues have been guaranteed by the com-
pany, which now has a fund behind such
guarantees of $12,500,000 after the re-

cent capital increase. The $15,000,000

issue is guaranteed by the Realty Asso-
ciates, of which the Prudence Company,
Inc., is a subsidiary.

A. 1. B. CONVENTION PROGRAM

THE 2000 delegates who are expected
to attend the convention of the American

J. H. THERRELL

President Commercial Bank and Trust
Company, Ocala, Fla,, recently elected
president of the Florida Bankers Asso-
cation. Mr. Therrell came to Florida
eight years ago, from North Carolina.
At that time he was connected with
the Southern Bell Telephone and Tele-
graph Company and the Western Union
Telegraph Company.

Institute of Banking at Dallas, Texas,
July 12-16, are promised nationally
known speakers on timely topics at the
two general meetings.

The principal feature of the conven-
tion, however, will be as usual the de-
partmental conferences on important
lines of banking. These will include al-
most eighty addresses. George R. King-
don, assistant cashier First National
Bank, Los Angeles, Calif., will lead the
conference on “Audits and Accounting;”
Edward F. Le Breton, assistant vice-
president Hibernia Bank and Trust Com-
pany, New Orleans, La., will have charge
of “Bank Administration;” Frank M.
Totton, assistant cashier Chase National
Bank, New York, will direct the con-
ference on “‘Business Development and
Advertising;” S. Young Tyree, assistant
cashier State-Planters Bank and Trust
Company, Richmond, Va., will direct
the meeting on “Checks and Collec-
tions;” Hugh C. Gruwell, manager of
the credit department United States Na-
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tional Bank, Portland, Ore., will preside
over the important subject of “‘Credits;”
Charles B. Engle, assistant manager of
the bond department the International
Trust Company, Denver, Col., will pro-
vide the speakers on “Investments and
Investment Banking:” Roy R. Mar-
quardt, assistant cashier First Trust and
Savings Bank, Chicago, Ill.,, will direct
the discussion of “*Savings Banking;” and
Robert Mayer, assistant trust officer
Provident Trust Company, Philadelphia,
Pa., will preside over the “Trust Func-
tions” conference. There will also be
a conference on “Foreign Exchange,”
presided over by F. V. Forrestal of the
Farmers' Loan and Trust Company, New
York.

The A. I. B. headquarters reports that
with the interesting programs and speak-
ers that have been selected, the depart-
mental conferences bid fair to surpass
the excellent records set in this activity
since it was begun in 1921.

PENNSYLVANIA TRUST
CELEBRATES

THE Pennsylvania Trust Company,
Pittsburgh, Pa., recently celebrated its
twenty-fifth anniversary with a banquet
at the University Club in that city. The
bank was originally organized as the
South Side National Bank, with only
three employes, Benjamin Page, the
president, George Kirch, treasurer, and
a colored janitor. In time, however,

- though the bank prospered, its customers

moved to downtown Pittsburgh, and in
1906, the bank followed them. In spite
of the transplanting, it continued to
prosper until, in 1911 the space secured
was inadequate, and it moved to quar-
ters in the Carnegie building. These,
although occupying only half as much
space as the bank now uses, were so
scantily filled with furniture of the bank
at that time that Mr. Page remarked that
he did not believe the bank would ever
need so large a space. But the time did
come, in 1922, when the bank had to
practically double the space.

Meantime, the bank had outgrown its
name as well as its quarters, for with
the change of location in 1906, the name
South Side Trust Company became a
misnomer, and in 1923, with the entire
remodeling of the quarters and the instal-
lation of a vault unparalleled in Pitts-
burgh vault construction, the bank
changed its name to the Pennsylvania
Trust Company.

In 1926, in place of the three em-
ployes, it has eight departments and over
eighty employes. Deposits have grown
from zero to $6,500,000. The bank has
over 20,000 accounts on its books. It
is now fully grown, with a real estate
department, a bond department, a credit
department, and a safe deposit depart-
ment.

MELROSE NATIONAL OPENS IN
THE BRONX

THE Melrose National Bank, New
York, recently opened, with the state-
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ment that it is “‘of the Bronx, for the
Bronx, and by the Bronx,” having been
organized by sixteen citizens of that part
of New York who felt that the Bronx
had done very well for them. They de-
cided, so they said, to do something for
the Bronx, and, therefore, organized *“‘a
community bank for Bronx people.”
William T. Keogh is president of the
new bank. The other officers are: Vice-
presidents, William Blumenstein, Carll
S. Pye, Arthur Baumann and Walter F.
Copeland; and cashier, Elmer J. S. Coe.

THIRD NATIONAL WHERE-U-BE
GOLF TOURNAMENT

STAPLES & Staples, Richmond, Va., an-
nounce that the third annual bankers
Where-U-Be Golf Tournament will be
held this year from July 1 to 31. The
first prizes offered this year on both nine-
hole and eighteen-hole courses are hand-
some Burr-Key Elk Golf Bags. The sec-
ond prizes will be Travelo golf jackets.

The contest is held by each banker
simply playing on his home course, or
wherever he is vacationing, and selecting
the lowest score made on each hole on
either a nine-hole or an eighteen-hole
course during the month. The score
card submitted, therefore, will be a com-
posite of the lowest scores made by the
player.

Any employe, banker, or director in
a bank may enter the contest. All that
is necessary is to send in the name of the
entrant to Staples & Staples, Richmond,
Va., and get full instructions and score

cards.

QUARTER CENTURY CLUB FOR
HIBERNIA BANK

Tue Hibernia Bank and Trust Com-
pany, New Orleans, La., inaugurated a
“Quarter Century Club™ on June 8,
when R. S. Hecht president of the bank,
presented emblems to members of the
staff who have been with the bank for
twenty-five years or more. He present-
ed a special pin to John W. Read, man-
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photographers - artists - teachers

useful to everyone
oAt all dealers, or write to us direct

AMERICAN LEAD PENCIL CO., 212 Fifth Ave., New Yeork
Mabkers of the famous UENUS Pencils

— — -—

ager of the St. Charles avenue branch,
who entered the bank in January 1,
1874. The other members of the club,
with the dates they entered the employ
of the bank, are as follows: W. A. S.
Moore, 1878; Hamilton Salaun, 1886;
Edward Toledano, 1886; R. J. Druhan,
1893; Paul Villere, 1894; J. B. Sarrat,
1896; H. A. Cormier, 1896; W. B.
Machado, 1896; Charles E. Stevens,
1898; Sam 1. Jay, 1899; H. H. Prados,
1900; R. G. Fitzgerald, 1901; and L. E.
Thomas, 1901.

" PROMINENT SPEAKERS FOR
F. A. A. CONVENTION

RaLpH Parlette, humorist and phil-
osopher is announced as a speaker for
the Financial Advertisers’ Association
Convention to be held in Detroit, Sep-
tember 20-23. Paul T. Cherington, di-
rector of research of the J. Walter
Thompson Company, advertisers, and
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Members of the new “Quarter Centur{e

Company, New Orleans, La., who have
more.

Club™ of the Hibernia Bank and Trust
en with the bank for twenty-five years or
From left to right they are: S. I. Jay, H. A. Cormier, Edward Toledano,

Hamilton Salaun, W. A. S. Moore, R. S. Hecht, president of the bank, Paul Villere,

J. W. Read, H. H. Prados, R. S. Fitzgerald, ]J. B.

Sarrat, L. E. Thoman, W. B.

Machado, Joseph Druhan, and Charles E. Stevens.

formerly professor of marketing at Har-
vard University is also on the program
to talk on the relation of market analysis
to advertising campaigns. '

Other speakers include Dr. W. F.
Gephart, vice-president of the First Na-
tional Bank of St. Louis; Charles
Franklin Kettering, vice-president and di-
rector of the General Motors Corpora-
tion, and president of the General
Motors Research Corporation; “Eddie™
Guest, well known poet of the people;
and John G. Jones, vice-president and
director of sales and advertising of the
Alexander Hamilton Institute.

TWOHY THINKS FARMERS
SHOULD BE HELPED

A REPORTER recently asked D. W.
Twohy, chairman of the Old National
Bank and the Union Trust Company,
Spokane, Wash., what he thought of the
various plans to help the farmer. Mr.
Twohy replied:

“The farmer is at a disadvantage be-
cause he makes his purchases in a pro-

tected market and world’s market fixes
the price of his product. If this were a
free trade country the law of supply and
demand throughout the world would
govern, but inasmuch as the dominating
party undertakes to protect American
labor and American industry, there is no
reason why the administration should not
lend its influence, provided no subsidy
on the part of the Government is re-
quired, to some constructive legislation
which would aid the wheat grower to
receive a reasonable price for his wheat
from the consumer in the United States,
even though the amount produced in this
country should result in a portion of
the crop being exported and sold at a
different price.

“We have all been too prone to dis-
card all suggestions of this kind as being
economically unsound; instead of this at-
titude I would like to see the condition
of the producers not only treated in a
more sympathetic manner, but a more de-
termined effort made on the part of the
administration to work out something
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-O. B TAYLOR

Active vice-president Merchants Bank
and Trust Company, Jackson, Miss.,
recently elected president of the
Mississippi Bankers Association. Mr.
Taylor was born in Montgomery coun-
ty, Miss., in 1880, educated in pub-
lic schools and at Mississippi College,
and studied law at Millsaps College.
For a time he practiced law in Jack-
son. In 1910 he was elected county
attorney and served in this office until
1915, when he was made a Chancery
Judge of the Fifth Chancery District
of Mississippi. He resigned in 1918
to accept his present position as vice-
president of the Merchants Bank and
Trust Company.

which would put agriculture on a higher
plane and insure continued production
on the part of our own people instead
of a continued migration from the farm
to the city, which can only result in dis-
advantage to the country as a whole.”

A MERGER IN PORTLAND

THe PFidelity Trust Company, Port-
land, Me., has bought a controlling in-
terest in the stock of the United States

Trust Company of that city and will
shortly consolidate the two banks,
operating the branches of the United
States Trust in South Portland, Frye-
burg, and Harrison as branches of the
Fidelity Trust Company. The combina-
tion of the two banks will give the new
Fidelity Trust Company capital of about
$600,000 and total resources of around
$35,000,000. It is the largest bank in
Maine. Charles S. Cook is president.
Both banks were organized in 1906.

© CHAMPLAIN STUDIOS, NEW YORK,
WALTER E. Ross

President Burlington City Loan and
Trust Company, Burlington, N. ],
elected president of the New Jersey
Bankers Association at the recent
convention Mr. Robb was born in
Burlington and educated in Van
Rensselaer Seminary. His first busi-
ness experience was with Peter Wright
& Sons, a shipping firm near Phila-
delphia. Later he became auditor for
the International Mercantile Marine
Company, New York. In 1905 he gave
up that position to return to Burling-
ton and become associaved with the
Burlington City Loan and Trust Com-
pany. He served as chairman of
Liberty Loan and other committees
during the war, and is very active in
civic affatrs.
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The interior of the Freeport Bank, Freeport, N. Y., designed by Purdy & Davis, New
York, has a Terrazzo floor in pattern, and a marble and bronze counter screen. The
vault shown at the rear was built by the York Safe & Lock Co., York, Pa.
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This enormous birthday cake with which the Granite Trust Company, Quincy, Mass.,
celebrated its ninetieth anniversary, weighed 411 pounds and was 161/ feet in cir-
cumference. Into its making went 1243 eggs. Around the edge are ninety candles.
The cake was displayed in the bank's lobby for a few days and then cut by Dr.
Jeffrey R. Brackett, grandson of Lemuel Brackett, first president of the bank. The
first nine pieces of the cake, suggesting the nine decades of the bank's life, were sent
to: Calvin Coolidge, President of the United States; Alvin Fuller, Governor of
Massachusetts; William S. Youngman, Treasurer of Massachusetts; Roy A. Hovey,
Massachusetts Bank Commissioner; Louis A. Frothingham, Congressman; Perley E.
Barbour, Mayor of Quincy; the Quincy Savings Bank, Quincy, Mass.; Capt. Felipe
Fleiss of A. R. A. Rivadavia, Argentina; and Miss M. F. Underwood, Washington,
D. C., a former member of the staff of the bank. It was thought that, giving pieces
of the cake to customers, it would last two or three days, but it was all disposed of in

less than three hours.

CALIFORNIA BANK MEN BUY
INTEREST IN NATIONAL CITY

A. M. CHaFFEY, G. Allan Hancock,
A. N. Kemp, George -A. J. Howard,
Harry J. Bauer, and others affiliated with
the California Bank, Los Angeles, Calif.,
have purchased an interest in the Na-
tional City Bank of that city and will
become members of the board. .

The National City Bank, which
opened in 1923, has become one of the
outstanding banks of Los Angeles in the
short time of three years. During its
first year of business it acquired over
$6,000,000 of deposits, and in the last
two years, its deposits have more than
doubled. It now has resources of ap-
proximately $15,000,000.

The bank will not be merged, but will
be operated as before as an independent

People said it was good, too.

bank, with the same personnel, with the
exception of the above noted addition to
its directorate.

A SEA TRIP TO THE
CONVENTION

THE International Mercantile Marine
Company, New York, has designated
the liner “Finland™ to carry delegates to
the American Bankers Association Con-
vention by way of the Panama Canal.
The “Finland” will sail from New York
on September 16. The features of the
trip include: An auto trip at Havana;
passage through the Panama Canal by
daylight; a call at Balboa, the model
American town where Panama Canal
officials have their homes; a visit to the
ruins of old Panama and an evening
in Panama City.

The party will be landed at San Diego
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CLARK B. Davis

President of the City National Bank

and Trust Company of Miami, Fla.,

which has recently taken over two
other banks in Miami.

and taken across the Mexican border
for a glimpse at Tijuana. After a short
visit at Coronado Beach, they will go
by train to Los Angeles for the conven-
tion.

The plans for the trip include return
as well. Following the convention, the
party will go to the Mission Inn at
Riverside for a day in the orange coun-
try; and thence by a Santa Fe limited
train to the Grand Canyon for another
day. The trip from Chicago to New
York will be on the Twentieth Century
Limited, arriving at New York on the
morning of October 12

THE YEN MARKET

RoBerT E. Saunders, foreign exchange
broker, New York, reports that ‘‘the
New York yen market has been repeating
the same see saw movement within the
same narrow range, keeping a steady un-
dertone with marked resistance around

46%. In spite of the fact that the
Shanghai market moved within wide
ranges, the New York market moved
within comparatively narrow limits. The
yen seems to indicate a more or less
steady upward tendency.”

CITY NATIONAL, MIAMI,
ABSORBS TWO

THE City National Bank of Miami,
which recently changed its name to. the
City National Bank and Trust Company
of Miami, Fla., has completed arrange-
ments for the merger with it of the
Miami Bank and Trust Company and
the Commercial Bank and Trust Com-
pany, both of Miami.

Clark B. Davis will continue as presi-
dent of the consolidated institution, with
S. M. Tatum as chairman of the baard,
and Ralph H. Buss as vice-president. Of-
ficers of the City National and of the
two banks taken over will compose the
rest of the executive staff.

The City National's original capital of

RaLpH H. Buss

Vice-president City National Bank and

Trust Company of Miami, Florida,

v.hich has recently taken over two
other banks in Miami.
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R. C. PATTERSON

Special representative of the travel

department of the Union Trust Com-

pany, Cleveland, Ohio, formerly city

ticket agent of the New York Central,

and later agent of the Consolidated
Ticket Office

$1,000,000 and surplus of $250,000 have
been increased by the merger to $2,000,-
000 capital and $500,000 surplus. The
combined bank now has deposits of
$20,000,000.

The bank recently organized the City
National Company, with capital of
$250,000, to engage in a general finance
business. The bank stockholders were
given the privilege of subscribing for
stock in the new company at the rate of

one share for each share of bank stock
held.

A TAMPA MERGER

THE National Bank of Commerce,
Tampa, Fla., has been consolidated with
the Citizens Bank and Trust Company
of that city, the latter bank also. taking
over the Commercial State Bank, form-
erly the Bank of Commerce, at the same
time. The latter will continue at its
present quarters, but the National Bank
of Commerce will be made a part of the

Citizens bank. This merger will give
the Citizens Bank and Trust capital,
surplus and undivided profits of about
$2,800,000. L. A. Bize, president of the
Citizens Bank and Trust Company an-
nounced that Hatton B. Rogers, presi-
dent of the National Bank of Commerce,

will become associated with the Citizens
Bank and Trust.

CORN EXCHANGE TAKES OVER
THIRD NATIONAL

ARRANGEMENTS have been completed
for the merger of the Corn Exchange
National Bank, Philadelphia, Pa., and
the Third National Bank of that city.
Shares of the Third National will be ex-
changed for stock of the Corn Exchange
in the ratio of one share of Corn Ex-
change stock for two shares of Third

é

i
H

© twinG GALLOWAY, NEW YORK

Savings banks haven't changed much.
This money box of Greek design is
very similar to the home banks used to
stimulate savings today. And it car-
ries the head of Hercules on the front
to suggest strength, much as our sav-
ings banks build stately buildings to
suggest dignity and strength.
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National stock. The consolidated bank
will have capital of $2,700,000, surplus
of $7,300,000, and undivided profits of
$830,000.

TO WIDEN ACCEPTANCE
MARKET

IN the effort to widen the market for
bankers’ acceptances, a bill has been
passed by the New York State legis-
lature to allow life insurance companies
to invest their funds in these securities.
The passage of this law will do much
toward creating the active discount mar-
ket so much desired by leading bankers.
The companies will undoubtedly find
many ways to utilize this very popular
and sife form of investment, if it is made
legal for them.

Acceptances have been legal invest-
ments for insurance companies other than
life insurance companies in New Jersey
and Connecticut; and have been legal for
life insurance companies in Massachu-
setts for some time.

RESTRICTION OF SMALL BANKS
IN SOUTH CAROLINA

SEnaTOR D. A. Spivy of Horry, S. C.,
a former president of the South Carolina
Bankers Association, has introduced a
bill providing that no bank be permitted
to organize in South Carolina with a
capital stock of less than $25,000 fully
paid in cash, the purpose being to re-
strict the organization of a multitude of
small, weak banks which contribute so
largely to the total of bank failures.

OMAHA BANKS INSTITUTE
CHARGE ON OVERDRAFTS

OMaHA has followed the lead of the
Guaranty Trust Company, Cambridge,
Mass., (sec THE BANKERS MAGAZINE for
September, 1925, page 399) in penalizing
overdrafts by making a small charge for
them. The Omaha Clearing House
banks and all state banks in Omaha have
agreed to charge 25 cents for each over-
draft in the future, in the effort to stop

the abuse, which has been giving them
much trouble, in spite of a state law pro-
hibiting drafts against “insufficient
funds.”

STATE BANKERS CONVENTIONS

Montana—at Butte, July 15-17.

Delaware—at Rehoboth, September 2.

Kentucky—at Louisville, September
15-16.

Indiana—at
21-22.

New Mexico—at Roswell, October
22-23,

Arizona—at Nogales, October 22-23.

Nebraska—at Lincoln, November
11-12.

Lafayette, September

OTHER CONVENTIONS

American Institute of Banking—at
Dallas, Texas, July 12-17.

Savings Banks Association of Massa-
chusetts—at Chatham, Mass., Septem-
ber 17-18.

Financial Advertisers’ Association—at
Detroit, Mich., September 20-23.

Mortgage Bankers Association of
America—at Richmond, Va., Septembcr
21-23.

Pacific Coast Trust Conference (A.
B. A)—at Los Angeles, September 30-
October 2.

Anmerican Bankers Association—at Los
Angeles, Calif., October 4-6.

Association of Bank Women—at Los
Angeles, Calif., October 4-6.

Investment Bankers Association—at
Quebec, Canada, October 11-15.

Morris Plan Bankers Association—at
Asheville, N. C., October 18-20.

National Association of Mutual Sav-
ings Banks — at Philadelphia, Pa,
October 18-22.

Canadian Bankers’ Association—at
Montreal, Canada, November 12.



BOOK REVIEWS AND NEW BOOKS

LiFe AND LETTERS OF THOMAS JEFFER-
SON. By Francis W. Hirst. N. Y.:
Macmillan. $6.

THoMAS Jefferson, whose memory is kept
green in the phrase *Jeffersonian democ-
racy,” is probably remembered by most
as the man who drew up the Declaration
of Independence. Yet the drafting of
the Declaration was but one of his many
services to his country, and happened
comparatively early in a long and busy
life. Witness the bare outline of his
work:

He was educated for the law, and im-
mediately took an interest in politics—
as lawyers still do. At the age of 26 he
was elected to the Virginia House of
Burgesses, and from there went to the
Continental Congress to do his most fa-
mous work in writing the Declaration of
Independence. Returning to local pol-
itics, he served again in the Virginia
House of Representatives, and as Gov-
ernor of Virginia.

He was elected to Congress, and as a
member of the currency committee,
helped to found the present monetary
system of the United States. Like most
of the economists of that time, he favored
a bi-metallic standard of silver and gold
in the ratio of fiftecn to one. Congress
later appointed him a minister plenipo-
tentiary to assist Benjamin Franklin and
John Adams in negotiating treaties of
commerce with foreign nations. He suc-
ceeded Franklin as Minister to France,
and remained there until after the out-
break of the French Revolution. It is
interesting to note that the United States
was then in the position of France at
present. She owed France more than she
believed she could ever pay, and was
trying by all possible means to defer pay-
ment or refund the debt. A recollection
of this will help Americans to be a little
more patient with France's plight.
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Upon Jefferson’s return, he served as
Secretary of State under Washington for
one term. It was during this time that
he had the bitter quarrel with Alexander
Hamilton, who was then serving as
Secretary of the Treasury. Hamilton
had a leaning toward monarchy, and
therefore, favored a strong central gov-
ernment. Jefferson was for a strict con-
struction of the constitucon and the
preservation of “‘states rights.” Though
the motive of the restoration of monarchy
must be condemned, history both before
and after that time has vindicated Hamil-
ton’s idea of a strong central government.
The United States under the loose
Articles of Confederation, could make no
progress. And until the “states rights”
Juestion was partially settled by the
Civil War, it constantly made trouble.

From 1801 to 1809, Jefferson served
as president, his most notable achieve-
ments in this office being the Louisiana
Purchase, and the Lewis and Clarke ex-
ploration. He was perhaps prouder of
the fact that he kept the country out of
war, which was constantly invited by
the aggressions of Britain and France at
that time.

In spite of a life of almost constant
public service, Mr. Hirst- pictures Jeffer-
son as essentially a student, a lover of
leisure. After each term of office, he
would retire to Monticello and domesti-
cate himself, only to be drawn back into
public life again when some new ques-
tion came up on which he had strong
opinions.

He had, it scems, an exceptionally wide
range of interests. He was interested in
education, agriculture, natural philos-
ophy, the classics, architecture, politics,
economics, and geography. Naturally,
with such interests, he carried on a
voluminous correspondence with people
all over the world, a great deal of which
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correspondence Mr. Hirst includes in this
book.

His views on money and credit are a
curious mixture of sound and unsound.
They are presented in considerable de-
tail in the book, for Mr. Hirst, formerly
an editor of the London Ecomomist, is
himself interested in finance. Jefferson
urged the adoption of the decimal sys-
tem and the dollar, and yet he was a bi-
metallist. He opposed the issue of paper
money by the states, and yet he was
also opposed to any central banking
authority, and did all he could to pre-
vent the organization of the First Bank
of the United States.

Toward the end of his life, Jefferson
lost all interest in politics and political
questions, and turned instead to educa-
tion. Thus he left behind him a real
monument, in the University of Vir-
ginia, which he organized and for which
he designed the buildings. Architecture
was always one of his favorite hobbies.

Mr. Hirst says that he wrote this
“life” because he noticed that “by
English writers Jefferson has been
strangely neglected.” He is to be con-
gratulated on the disinterested attitude
he has achieved in the events of Jeffer-
son’s life which concern England. As
for the book as a whole, it is written
carefully and soberly, aiming at accu-
racy, rather than interest. The story is
relieved by but few anecdotes. This may
be because Jefferson was the serious, care-
ful kind of person about whom there are
few anecdotes extant. The effect is to

make the book seem too long, and a trifle
dull.

FinaxciaL INDEPENDENCE: How To
Wix It. By Harvey A. Blodgett.
N. Y.: Appleton. $1.50.

THERE are, according to Mr. Blodgett,
certain definite steps along which one
must climb, if one is to reach financial
independence with the least expenditure
of time and effort. The desire for finan-
cial independence is practically universal.
Ignorance of how to go about it is just
about as universal. Many books and

many people preach the necessity of
thrift. But too few tell just how to go
about it. In fact, the author claims
that this is the first book to lay down a
definite thrift program.

The rules are fairly simple. He who
would gain financial independence must
first of all decide to become independent.
This decision must be more than a pious
wish; it must be a firm resolve. Then he
must learn to think straight, and plan
how to attain this independence. This
learning to think straight will not only
aid him in his struggle for independence,
but will help him in the business world.
But it is much easier to decide to think
straight than to actually do it. In fact
this part is the most difficult of the whole
program.

The plan being mapped out, to put it
into execution one must master the arts
of saving and spending. He must guard
against waste. He musc cultivate the
habit of industry. He should establish
a connection with a good bank, ,go into
debt wisely, use the capital he has saved
for profit, and take measures to conserve
the capital he has acquired.

These are the principles. But the
author does a great deal more than
merely lay down principles. He advises
saving. He exhorts and pleads for sav-
ing. He even tries, pretty successfully,
to make saving attractive. For he knows
that if he can make the reader want to
save, most of the work is done. And
if one could only open a savings account
and begin the saving habit while the
spell of Mr. Blodgett's language is upon
one, thrift would be much more wide-
spread than it is today. In addition, the
author tries to help by suggesting pos-
sible economies, budgeting, and regular
banking of savings to form the habit.

Assuming that the reader learns in
time to save, and that a substantial sum
is accumulated, he turns to the problem
of keeping those savings and putting
them to work. It is hard to save, but it
is almost as hard to invest safely the
amount saved. Mr. Blodgett works in a
good deal of sound advice under this
head, cautioning the investor to avoid
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schemes offering high returns, and to
consult his bank on investments. Fnally,
the goal having been reached, the pru-
dent man will take out life insurance and
make a will and thus provide for the
financial independence of his family
whether he is alive or not.

The book is a good one. Its central
idea is horse sense, and it’s written in
plain language which anyone can under-
stand, so that the idea gets across. And
it'’s an idea that is sadly in need of put-
ting across these days.

NOTES

ANDREW RUSSELL, former state auditor
of Illinois, and Frank M. Huston, of the
Chicago Federal Reserve Bank, are col-
lecting information for a history of banks
and banking in Illinois.

Two very interesting pamphlets have
been published by the Committee on
Bank Costs and County Credit Bureaus
of the Minnesota Bankers Association.
One is entitled “"Does the Account Pay?”
giving a simple plan for the analysis of
accounts with forms, and including also
forms for a monthly analysis of receipts
and disbursements and undivided profits
of a bank. The other is “A Plan for
County Credit Bureaus,” giving pro-
posed articles of association and by-laws

Our Book Department
is prepared to fill orders
promptly for any of the
books mentioned in
these columns.

Address all orders to
BOOK DEPARTMENT

The Bankers Magazine

71 Murray Street
New York

of such a bureau and a detailed explana-
tion of the installation and operation of
a country credit bureau, with the forms
to be used in checking up duplicate bor-

rowers.

GiLBERT T. STEPHENSON, vice-president
of the Wachovia Bank and Trust Com-
pany, Raleigh, N. C., has written a 350-
page book on “Living Trusts” which
is to be published in October. Mr.
Stephenson is qualified by experience as
a lawyer and banker to explain the living
trust to the layman, and others.

THE First National Bank of Chicago has
reprinted in booklet form Forrest
Crissey's interview with James Simpson,
president of Marshall Field & Co., on the
Federal Reserve System. The interview
was originally published as an article in
the Nation’s Business. Copies may be
had on request.

THE Seaboard National Bank, New
York, has published a very useful little
book of “Practical Suggestions for Travel
Abroad.” It describes all the details the
traveler must take care of before leaving;
answers the questions that arise on ship
board; contains valuable hints about life
and travel abroad; and explains the cus-
toms regulations on returning. It also
includes all kinds of helpful information:
conversion tables of foreign money, a
cable and mailing schedule, and (most
thoughtful of all) blank pages for an
itinerary of the trip, the addresses of
acquaintances made, special points of in-
terest, shopping, presents to buy, and
matters to be attended to before return-
ing. It is a boon to the inexperienced
traveler.

NEWSPAPERS, their growth and contribu-
tion to the economic life of the United
States, are discussed in the fourth volume
in the Manhattan Library of Popular
Economics, published by the Bank of the
Manhattan Company, New York. It is
called “News and Progress,” and pre-
sents the newspaper as selling service and
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ideas, serving the community, distribut-
ing the nation’s goods, and unifying the
thought of a great nation.

TAaBLES comparing the net return from
tax exempt and taxable securities not
only on securities subject to both Fed-
eral normal and surtax, but on securities
on which 2 per cent. of the normal tax
has been paid, and exempt securities, are
contained in “Tax Exempt and Taxable
Securities,” a booklet recently issued by
the Bankers Trust Company, New York.

THE Association of Bank Women has
published a booklet, giving the history of
the association, its purposes, the present
officers, the qualifications for merbership,
and a complete list of the present
members.

ANALYSIS of checking accounts has been
advocated for some time by thoughtful
bankers. It is necessary to eliminate
unprofitable accounts. Handbooks telling
how to go about this analysis are all too
few. Hence the “Manual on Analysis of
Checking Accounts,™ recently published
by the Illinois Bankers Association and
distributed to its members marks another
step forward in this movement. It will
be a great help.

IN commemoration of its seventy-fifth
anniversary, the Williamsburgh Savings
Bank, Brooklyn, N. Y., has issued a lim-
ited number of very handsome books on
“Historic Wailliamsburgh,” giving the
history of that region from the earliest
times to the present. The book was
written and is autographed by John V.
Jewell, president of the bank, and is il-
lustrated with numerous line drawings,
engravings, photographs, and curious
old maps.

THE Committee on Public Relations of
the eastern railroads has found a new
way of showing how the revenues of the
railroads are distributed. On an ordinary
calendar, days on which the revenue re-
ceived went to the different expenditures

—wages, fuel, materials and supplies,
operating expenses, taxes, interest and
rent, and dividends—are shown in dis-
tinctive colors. All the revenues up to
June go to wages. The poster will be
displayed in railroad stations this sum-
mer,

PUBLICATIONS OF INTEREST TO
BANKERS

ADVERTISING CoOPY: PRINCIPLES AND
PrRACTICE. By Lloyd D. Herrold. Chi-
cago: A. W. Shaw Company. $6.

THE SECRET oF HiIGH WAGES. By Bert-
ram Austin and L. W. Francis. N. Y.:
Dodd, Mead. $1.25.

MmDAs, orR, THE UNITED STATES AND
THE FUTURE. C. H. Bretherton. N.
Y.: Dutton. $1.

AMERICAN OPINION OF GERMAN UNIFI-
CATION 1848-1871. By John G.
Gazley. N. Y.: Longmans, Green.
$4.50.

RAPID BusSINESs ARITHMETIC. By R.
W. M. Gibbs, N. Y.: Oxford Univer-
sity Press. 70 cents.

LAKE'S MONTHLY INSTALMENT AND
INTEREST TaABLES. Oakland, Calif.: A.
V. Lake & Co. $3.50.

AUTOBIOGRAPHY OF JOHN STUART MILL.
By J. S. Mill. N. Y.: Columbia Uni-
versity Press. $1.50.

MODERN BUSINESS ARITHMETIC. By
George H. Van Tuyl. N. Y.: Ameri-
can Book Co. $2.60.

GERMANY's INDUSTRIAL REvivAL. By
Philip Dawson. N. Y.: Macmillan.
$3.50.

MONEY AND THE MONEY IN INDIA. By
P. A. Wadia and G. N. Joshi. N. Y.:
Macmillan. $8.40.

MopERN  BusiNEss — THE BUSINESS
MaN IN Society. By L. C. Marshall
and Mildred J. Wiese. N. Y.: Mac-
millan. $1.60.

THE STORY OF THE WESTERN RAIL-
ROADS. By Robert E. Riegel. N. Y.:
Macmillan. $2.50.

SociaL CoNTROL OF Business. By J. M.
Clark. Chicago: University of Chicago
Press. $4.
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PEGAsSUS, OR PROBLEMS OF TRANSPORTA-
TION. By J. F. C. Fuller. N. Y.: Dut-
ton. $1.

DEPENDENT AMERICA. By William C.
Redfield, Boston: Houghton, Mifflin
Co., $2.50.

READINGS IN MONEY, CREDIT AND
BANKING. By Ivan Wright. N. Y.:
Harper & Bros.

THE FUGGER NEWS-LETTERS: SECOND
SERIEs. Edited by Victor von Klarwill.
N. Y.: Putnam. $6.

ProriTs, DIVIDENDS AND THE Law. By
Prosper Reiter, Jr., N. Y.: Ronald
Press. $4.50.

PuTNaM’s ECONOMIC ATLAS; a system-
atic survey of the world's trade, eco-
nomic resources, and communications.
By George Philip and T. S. Sheldrake.
N. Y.: Putnam. $19.75.

FORECASTING, PLANNING, AND BUDGET-
ING IN BUSINEss MANAGEMENT. By
Percival White. N. Y.: McGraw-Hill.
$2.50. .

AN INVESTMENT TRusT Funp. By
Edgar Lawrence Smith. N. Y.: In-
vestment Managers Company.

THE INTEREST STANDARD OF CUR-
RENCY. By Ernst Dick. Boston:
Houghton Mifflin. $5.

AN EconoMiC PRIMER. By Joseph W.
Hannan. Boston: Christopher Pub.
House. $1.50.

THE ETHICS OF BUSINESS; A STUDY OF
CURRENT STanDarDS. By Edgar L.
Heermance. N. Y.: Harper. $2.

SCIENTIFIC FOUNDATIONS OF BUSINESS
ADMINISTRATION. By H. A. Overstreet
and others. Baltimore: Williams &
Wilkins. $5.

THE HUMAN FACTOR IN BUSINESS. By
Benjamin  Rowntree. N. Y.: Long-
mans, Green. $1.50.

THE Economic ILLUSION. By Bertram
Arthur. N. Y.: Thomas Scltzer. $2.50.

RULES oF ORDER FOR BUSINESS MEN.
By E. S. King. Lansing, Mich.: Michi-
gan Education Co. $1.50.

THE WAaR PErioD OF AMERICAN FI-
NANCE." By Alexander Dana Noyes.
N. Y.: Putnam. $2.50.

"BANKING AND BusiNEss (Revised edi-

tion). By H. Parker Willis and George
W. Edwards. N. Y.: Harper & Bros.
$3.50.

THE ScieNCE oF PusLic FINANCE. By
Z. Findlay Shirras. N.Y.: Macmillan.
$7.

RELIGION AND THE Risg OF CAPITALISM.
By Richard H. Tawney. N. Y.: Har-
court, Brace. $3.50.

BOOKS RECEIVED

THE FEDERAL INTERMEDIATE CREDIT
SysTEM. By Claude L. Benner. N. Y.:
Macmillan. $2.50.

GETTING AHEAD IN THE BANK. By

Herbert Dee Ivey. Indianapolis:
Bobbs-Merrill. $1.50.

I'LL NEverR Move Acain. By Fitzhugh
Green. N. Y.: Dutton. $2.

THE BUREAU OF THE MiNT; ITs His-
TORY, ACTIVITIES AND ORGANIZATION.
By Jesse P. Watson. Baltimore;
Johns Hopkins Press. $1.

THE OFFICE OF THE COMPTROLLER OF
THE CURRENCY; ITs History, Activ-
ITIES AND ORGANIZATION. By John
G. Heinberg. Baltimore: Johns Hop-
kins Press. $1.

TWENTIETH CENTURY ADVERTISING. By
George French. New York: D. Van
Nostrand Co. $6.

INVESTING IN FOREIGN SECURITIES. By
George W. Edwards. N. Y.: Ronald
Press.  $5.

NEw York Laws AFFECTING BUSINESS
CoRPORATIONS.  Edited by J. B. R.
Smith. N. Y.: United States Corpora-
tion Company. $2.

FOREIGN ExCHANGE ACCOUNTING. By
Christian Djorup. N. Y.: Prentice-
Hall. $10.

INTRODUCTORY AccouNnTING. By J. A.
Powelson. N. Y.. Prentice-Hall. $5.
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Editorial Comment

McFADDEN BILL SLEEPS

ing branch banking prevented

the enactment of the McFadden
Bill at the session of Congress which
closed last month. The defeat of this
measure is a cause for rejoicing rather
than regret. There wa: a good deal of
dishonesty and underhandedness in the
measure, and on this ground alone the
bill should have been rejected. While
the bill contained a number of provisions
amendatory of the National Banking
Act and the Federal Reserve Act, the
provisions that attracted most attention
were those permitting branch banking to
national banks under certain restrictions.
Strangely enough, the claim was made
by friends of the measure that it was a
bill to prohibit the extension of branch
banking. As a matter of fact it had
exactly the opposite aim—to legalize
branch banking by the national banks.
In practice it may be doubted whether
such legalization is now mecessary. By
one means or another the national banks
in the large cities are already doing about
everything they could have done had
the McFadden Bill become law. They
are buying up state banks and converting
them into branches, and opening as many
additional “offices” as circumstances re-
quire. These methods are of doubtful
legality, and there is danger that at some
time their employment may be success-
fully challenged. But should this de-
velopment continue, in ume we shall
have branch banking in the cities,
whether authorized by act of Congress
or not. And this was about all the
extension of branch banking contem-
plated by the McFadden Bill True
enough, it did aim to put some re-
strictions on the extension of branches

DIFFERENCES of opinion regard-

of state banks. But, in practice, not
much can be done in this direction. Con-
gress can neither authorize nor prohibit
branches of state banks. All it can do is
to keep banks with branches out of the
Federal Reserve System, providing these
branches are set up in a way not sanc-
tioned by Congress. As a practical ques-
tion, it would come to this with the
state banks: whether they valued most
their privilege of establishing branches,
as freely as authorized by state law, more
highly than membership in the Federal
Reserve System.

The division of opinion among bankers
and in Congress over this question shows
quite clearly that neither the bankers nor
the people have reached any definite con-
clusions regarding branch banking. If
the problem could be put in a definite
form, as to whether we want branch
banking or not, a decision would be
easier. But it is now impossible to
formulate a clear-cut issue like this. We
have branch banking already authorized
by law in twenty states at least, with
many branches of state banks in opera-
tion, while in several of the larger cities
the national banks have branches orig-
inally acquired by purchase of state
banks, and “offices™ established by per-
mission of the Comptroller of the Cur-
rency. About all Congress can do is to
limit by legislation the further exten-
sion of state branch banking within the
Federal Reserve System, and to prescribe
also the restrictions upon branch banks
within the National Banking System.
Any legislation may be made effectual in
extending branches of national banks,
but it is extremely doubtful that it will
be a hindrance to the state banks in ex-
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tending their branch operations to any
desired extent.

The merits of branch banking and of
independent banking may well be further
considered before legislation is under-
taken. Should it be found desirable to
adopt the former, we might as well have
it without restrictions that would hamper
its complete efficacy. On the other hand,
if we do not want branch banking, a
campaign of education should be
launched against it that might in time
lead the states to prohibit it altogether.
It must be recognized that as branch
banking develops, and proves its useful-
ness, it will become increasingly difficult
to dislodge it from the public favor.

There was another provision in the
McFadden Bill which ought to have in-
sured its defeat, and that was the amend-
ment for an indefinite renewal of the
charters of the Federal Reserve Banks.
This was put on as a “rider” after the
bill had twice passed the House. As no
emergency exists for the immediate re-
newal of these charters, the attempt to
legislate on so important a subject in an
underhand way is wholly reprehensible.
At the proper time a separate bill should
be prepared for the rechartering of these
banks, free from extraneous matters, sO
that public opinion may be concentrated
on the Federal Reserve System itself and
such improvements made in it as further
experience may suggest.

Unfortunately, banking opinion in this
country is none too clear at the present
time. We are in need of more education
of bankers and the people both in re-
spect to banking and currency, since
neither our practice nor legislation has
reached a sound basis. The Pittman Act
showed that the country is still tainted
with the silver heresy. The Federal Re-
serve Act showed that we still believe
in the Government fiat attached to
money. Annual failures of several hun-
dred banks prove that we nced better
banking. Bills of the type of that which
recently failed in Congress will not pro-
vide the needed remedy.

FAILURE OF FARM LEGISLATION
CONGRESS at its recent session

failed to agree on any comprehen-

sive plan for aid to agriculture.
Probably this was less due to the indis-
position of Senators and Representatives
to help the farmer than to their inability
to see just how they were able to help
him by legislation. Vagaries of the
weather, which are a potent source of
agricultural distress, are incapable of
correction by act of Congress. Neither
can law make a good business man out
of a poor one nor insure that farming or
any other business shall uniformly yield
a satisfactory profit. But all of us have
developed such profound faith in the
power of legislation to remedy individual
ills that we need not blame the farmer
for seeking the same remedy which
others have invoked.

Could a protective duty on farm
products supply the desired alleviation,
this remedy would be comparatively easy
of applicaton. But where a country
does not largely import agricultural
products, the case is different. Many
think that the farmer would be greatly
benefited by a reduction of the tariff on
commodities that the farmer must buy,
thus causing a reduction 1n the price of
these commodities. But that is a view
that does not appeal to the party now
in power.

The plan most favored at the recent
session of Congress was for the Govern-
ment to appropriate a large sum of
money to be used for buying up, and
gradually sclling abroad, the surplus of
any one farm production each year.
Losses sustained in this operation were
to be recouped by a tax on other farm
crops. This would be merely robbing
Peter to pay Paul.

While the proposed legislation was
pending at Washington Secretary Mellon
wrote a letter on the subject to certain
members of the House, in which he said:

“It seems to me that we can advance
further in aid to the farmer if we try
to work with and not against the teach-
ings of experience.
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“A way out of the difficulties lies in
the elimination of waste between the pro-
ducer and consumer, so that the farmer
may receive a higher net price and yet
the ultimate consumer not have to pay
more.”

These common-sense observations of a
very keen and practical business man
contain the leading principles that should
guide those who expect to be of real
helpfulness to the farmer, whether by
legislation or otherwise.

ENSLAVING EUROPE

make a strong appeal in these

days. It is so much easier for all
of us to be beguiled by an alluring phrase
than to study any given problem and
think it out for ourselves. Perhaps in
no country in the world do slogans and
catch-words have so wide a vogue as
here in the United States. These and
pictures constitute our chief relief from
indulging in the laborious processes of
study and thought. They seem not to be
strangers to the telling nature of a catch-
phrase on the other side of the water,
where just now an outcry is being raised
over the danger that the United States
means to “enslave Europe.”

This is an alliterative and pretty
phrase, though without meaning.

In the first place, whatever may be
the shortcomings of Americans, they
have a fair amount of business sense.
Our people want to trade with Europe:
but we long ago escaped from the idea
that much profit was to be had in trading
with slaves.

That we have any desire of enslaving
Europe financially or otherwise, or that
the insistence on the payment of debts
owing us in that quarter of the world
is an evidence of such purpose, no dis-
passionate observer can believe.

Lately there have been expressions of
opinion on this subject, on both sides of
the water, calculated to remove this debt
question from the realm of se;verely prac-
tical things where it essentially belqngs
to that of pure idealism and emotion.

CATCH—WORDS of various kinds

One American thinks our country will
be dishonored by insisting that these
debts be paid. Youths in another land
see their country enslaved if it shall be
required to meet its obligations.

It apparently does not occur to the

American that dishonor attaches rather
to the repudiation of an obligation than
to the demand for its fulfillment. Nor
do the youths who talk about their coun-
try being enslaved seem to remember
thaF nations that do not meet their obli-
gations are precisely the ones most in
danger of becoming enslaved.
_Talk of the kind referred to is wholly
idle. So also is the new hymn of hate
against the United States, whose chorus,
we are told, is being sung in all lands.
You do not discharge a debt by hating
your creditor. Tears and curses are alike
unavailing as payment..

The more this debt question is sought
to be transferred from the realm of com-
mon sense to that of fancy, the greater
will be the difficulty of clearing up what
1s a very difficult problem. When all
countries have shown a disposition to
meet their obligations to the extent of
their ability, then it will be the part of
the United States to make a fresh exam-
ination of the whole question and to de-
termine what best be done under the
circumstances.

While the people of the United States
may smile at the attempts being made
to stir up hatred against them, they
would be less than human if they did
not permit such attempts to stiffen their
attitude on this debt question rather than
to ameliorate it.

Justly may it be said that if sums ad-
vanced by the United States to other
countries on account of the war were
gifts, and understood to be such at the
time they were made, then discussion of
the return of these sums to this country
is unseemly. If, on the other hand, these
advances were in the nature of obliga-
tions, to be repaid in accordance with
contracts entered into at the time, any
question as to the duty of fulfilling these
contracts is fruitless and worse. It is
right that the creditor should give due
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consideration to the general effects,
political and economic, which their strict
fulfillment would entail. This has been
done by this country already, and it can
not be doubted that as time goes on the
whole matter will be re-examined in the
light of later experience. Meanwhile
let it clearly be understood that if Eu-
rope is enslaved she herself will forge
the chains.

A GENEROUS ACT

ly, George F. Baker, chairman of

the board of the First National
Bank of New York, gave to each of the
junior officers and clerks of that institu-
tion a check for a year's salary. This
gift was not a bonus from the bank, but
a personal one to signify the donor's ap-
preciation of the services which the re-
cipients had rendered. A note accom-
panying each gift was signed “Affection-
ately, George F. Baker.”

It is gratifying to record an event of
this kind as further illustration of the
fact that the banker in his human rela-
tions is little different from other men.
He may be, and should be, exceedingly
close in handling the funds of the bank,
and perhaps more especially so in man-
aging the funds of depositors. But with
his own earnings he may exercise his own
discretion, giving or withholding as he
sees fit. That Mr. Baker has been most
generous in giving his large contributions
to educational and charitable institutions
amply attest. It is estimated that per-
haps no man has given so largely while
still active in business.

But there is another phase of this
latest benefaction which is no less grat-
ifying. Reference is made to the reward
it brings to the junior officers and clerks
of the bank that the value of their serv-
ices is recognized in a personal way by
the institution’s head as well as by the
bank as an organization.

Speaking some years ago of pensions
and profit-sharing schemes, the head of
one of the New York banks said: “The

B EFORE leaving for Europe recent-

boys in this bank know that if they do
the right thing by us we will do the right
thing by them.” It is believed that banks
generally are more alive than they form-
erly were to the desirability of paying
their employes as liberally as circum-
stances will permit. Sound business con-
siderations as well as humane motives
dictate such a policy. We have reached
the point in this country where in indus-
try ‘‘cheap™ labor is regarded as inef-
ficient and expensive, and no sound rea-
son exists why this should not apply to
banking as well as to the mechanical in-
dustries. There are, in fact, few places
where inefficient work will cause such
havoc as in a bank, where care, accuracy
and fidelity are indispensable.

AN UNSELFISH SERVICE

UCH criticism has been aimed at
M the various services which

America has extended to Eu-
rope in recent years, and this criticsm
has nearly always assumed that what-
ever our people did was prompted by
purely sclfish motives. Quite properly
this criticism has provoked but little ir-
ritation on this side of the water. It has
been recognized that, in the main, it was
prompted by disappointment 1n Europe
because we had not rendered help in the
way expected, but in our own way. Then
it was understood that the peoples of the
war-torn countries across the sea were
in such a physical and mental state as to
render them inpatient of what they con-
sidered the delay or unconcern in ex-
tending the kind of looked-for help. We
were regarded as a great and powerful
nation, extremely rich, substantially
exempt from the great personal losses
which many of the countries of Europe
had sustained, and it was not easy for
these war-racked peoples to understand
our comparative unconcern for their
troubles.

Not only have we been censured for
our failure to take an active share in
European political affairs, but our course
in demanding payment of the debts Eu-
rope owes us has been characterized as
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harsh, and we have been held up to the
world as “Shylocks.”

Admitting that some of the criticism
levelled at us may have had a founda-
tion in truth, much may be said, in the
nature of an offset. We have poured
a lot of money into Europe without any
other thought or purpose than to help
those who were in urgent need, and who
could be assisted from no other quarter.
Many Americans have given their serv-
ices unselfishly to aid in alleviating the
ravages of war. An instance of this
character, lately recorded in the news
papers, is peculiarly gratifying. For two
years Jeremiah Smith, a Boston lawyer
and economist, has been devoting his
time and ability toward restoring Hun-
gary to a sound financial position. His
work was recently successfully com-
pleted, and the fee of $60,000 to which
he was entitled for his services was re-
fused, as were honor or compensation of
any kind. This was a characteristic
American action, typical of the best spirit
of our country, and illustrates a desire
shared by many of our people to be
helpful without thought of personal
gain.

FAVORABLE BUSINESS OUTLOOK

T the end of the half-year the busi-
Aness outlook in the United States
may be considered as decidedly
favorable. With a Treasury surplus for
the fiscal year ending June 30 of nearly
$380,000,000, and an aggregate debt re-
duction for the year of upward of
$670,000,000 the Government’s finances
are in good shape. As the tax yield
making this surplus possible is derived
in large part from business earnings, the
evidence is clear that business has been
good. It is, of course, to be borne in
mind that in general this revenue was
derived from business in the preceding
calendar year, not from the first half of
the present one, and that the surplus
does not arise alone from a good tax
yield, but from economy in public ex-
penditures. Making these allowances,

however, the indications the figures af-
ford are of a favorable character.

Productive industries as a whole are
active. There has been no such slump
in building operations as was expected,
automobile production is well main-
tained, and with few exceptions the same
may be said of the other leading indus-
tries of the country. Better than all as
a guaranty of a fair degree of stability
is the good crop outlook; and, should
present indications be borne out by later
developments, bountiful crops will as-
sure prosperity.

We have this year to reckon with an
election for a complete new House of
Representatives and a part of the Senate.
But this does not constitute a serious
threat to business, because whichever
party may be triumphant no radical
legislative changes are likely. These
would be difficult to make 1n any event,
since President Coolidge remains in of-
fice. There is, of course, some danger in
the future complexion of Congress, aris-
ing not from either of the leading parties,
but from the tendency—which may be
augmented by the results of the election
—for members from both parties to split
up into groups representing special in-
terests or particular sections of the coun-
try. Should this tendency continue to
grow, it may cause confusion and even
lead to that distrust of parliamentary
government lately experienced in France
and Italy, though the probabilities are
that in any serious emergencies party
lines are apt to be restored in the House
and Senate.

The European situation, at the end
of June, was still very much mixed, and
from a source not to be regarded as sen-
sational has recently been characterized
as critical.

But here in the United States we have
refused to take a gloomy view of things.
Our people have gone on working and
spending. The country, at the end of
the first half of 1926, is prosperous. Our
crop situation at present justifies the
hope that it will continue so for another
six months at least. :
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MORAL DISARMAMENT

REAL hope for the effectiveness of

any program of entire or partial

physical disarmament of the
great nations of the world must rest upon
a preceding stage of mental and moral
disaramament. Until this fact is recog-
nized and acted upon, the scrapping of
navies and the disbandment of armies is
bound to be both disappointing and dan-
gerous. This would not be the case
could we infer from physical disarma-
ment that it really evidences a settled
determination upon the part of the peo-
ples of the world to substitute sweet rea-
sonableness for force in the settlement
of international disputes. No basis
whatever exists for such a belief, and
but little ground for hope.

This is not to scoff at the sincere ef-
forts being made for world peace, nor to
deny the possibility of their being ulti-
mately crowned with success. It is sim-
ply to recognize a harsh and ugly fact.

Could we safely say that wars arise
because of the ambitions of soldiers and
sailors to fight, then ought we to lose no
time in ridding ourselves of armies and
navies. But it is not the chafing of these
men for employment that brings on war.
As a matter of fact, the soldiers and
sailors who have had experience of war
are precisely the ones who dread and
abhor it most.

There is quite as much truth in the
statement that war grows out of unpre-
paredness for it as in being thoroughly
prepared; and the Great World War
did not disprove this statement. Had
England and the United States been as
well prepared as were some of the other
combatants, history’s pages in recent
years might have borne a different aspect.

Is there, then, no hope of peace? To
admit this would be to give way to coun-
sels of fear and despair. There is a dis-
coverable pathway toward peace, which
must be patiently sought and diligently
followed once it is found. We shall ap-
proach it only as nations in their dealings
with one another practice that degree of
justice which already they have meas-

urably achieved in their individual re-
lations. And, furthermore, as we test
out, and establish as the result of ex-
perience, methods of settling internation-
al controversies other than by a resort
to force.

Additionally, the world needs consid-
erable economic readjustment, so that
burdens will not press more heavily upon
the peoples of some countries than they
are able to bear, while others almost
entirely escape. This desideratum may
sound altruistic, but surely in the light
of recent experience it is not lacking in
practical application to the tangled af-
fairs of the world. The more favorably
situated nations can afford, from a pure
standpoint of self-interest, not only to
contribute something toward the pros-
perity of other lands less favorably cir-
cumstanced, but to yield something out
of their abundance, and to make con-
cessions, in achieving this result.

In regard to one of the considerations
above set forth we have done something
already by giving our support to the
World Court, and may do more by a
further convocation of The Hague Con-
ference.

But should there not be convened in
the near future two additional world
conferences? One of these might ap-
propriately consider, as a preliminary
to making physical disarmament effective,
that mental and moral disarmament
which is an indispensable condition to
the success of grounding our arms and
scrapping our navics. From such a con-
ference the idealist and the professional
pacifist might well be excluded. Wise
statesmen and men of large affairs could
more surely point out safe and practi-
cable methods for reaching the desired
end. The immorality of war needs the
least emphasis. Its futility should be ex-
hibited so clearly that none but the fool-
hardy would ever turn to it as a remedy.
The world needs to be shown, in a prac-
tical fashion, how much better under-
standing and co-operation contribute to
national greatness and individual well-
being than do the brutal methods to

[Continued on page 183]



HOW SHOULD A BANK USE ITS FUNDS?

By WaLpo F. MITCHELL

T is generally stated in works on bank-
I ing, and by well known bankers, that
a commercial bank should put its
funds into short-time, self-liquidating,
commercial loans. By this it is implied
that the bank should lend its funds to aid
in the distribution process, or for tem-
porary manufacturing purposes. George
H. Pownall, a London and Manchester
banker, states this notion as follows:
“Temporary advances for a trading or
manufacturing purpose, or for any legiti-
mate purpose, so that the advance is
temporary, and the fact of advancing the
money helps to make or sell the article
out of which payment is to come, is our
business. . . . If the banker locks any
proportion of his means in a permanent
form, then, his lending power as a bank-
er is pro ratio diminished.” Most writers
on banking seem to make this principle
of banking the foundation of good bank-
ing, and most bankers seem to believe
in the principle—until one examines their
balance sheets or portfolios.

The presupposition of this principle
is that, since a bank has demand liabilities
to meet, the bank can and must keep
its funds in short-time paper, which
will be paid off when due, and thus
provide funds with which to meet de-
mand liabilities. This fundamental prin-
ciple and its presupposition of liquidating
paper provide a beautiful picture of
banking. But how untrue to life!

This notion of banking conceives the
banking system as made up of individual,
isolated banking units, which are com-
ability™ theory. The very basis of the
pelled to rely upon their own ingenuity
for keeping in liquid condition. Short-
time commercial loans are the device by
which such a bank may maintain itself
in liquid condition. But it is apparent
that no bank can make its loans mature
fast enough to meet any unexpected or

unplanned demand on its funds by de-
positors or noteholders. No bank will
find that loans will mature to meet de-
mands if the demand is unexpected, for
the very simple reason that loans were
planned to mature otherwise, or, as ex-
pected.

THE ESSENCE OF THE ‘‘SHIFTABILITY'
THEORY

In fact, it should be apparent to all
that modern banking is founded upon
another notion, namely, that no well
managed bank is expected to rely upon
its own strength and ingenuity to meet
unexpected demands on its funds. A
bank in difficulty must shift earning
assets to other banks for more liquid
funds. This is the essence of the “‘shift-
Federal Reserve System is that no well
managed bank will be left to itself in a
crisis. This is tacit admission that the
older or orthodox theory of banking is
not a workable one. The orthodox theory
does not work when put to the test. And
whene there is no crisis or test, it matters
not whether the orthodox theory works.

In the crisis of 1920-21, the national
banks were put to the test. It may be
well to examine the facts and see whether
or not loans did liquidate to meet the
demands on bank funds; what means
banks used to keep in safe liquid condi-
tion. In this exposition the writer will
draw heavily on certain chapters written
for another purpose.*

One should note first the period of
crisis from its inception in May, 1920,
until November of 1920, during which
period deposits were contracted. In this
period correspondent banks continued to
call their funds from New York, as they

*In “The Uses of Bank Funds™ (Univer-
sity of Chicago Press, 1925) the writer has
discussed in detail the “shiftability™ theory.
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had been doing since the Federal Reserve
Board began in November, 1919, to urge
an increase in dis ount rates. Corre-
spondent state baaw: tc-k out of New
York national banks during this period
$96,000,000, and made similar demands
on other financial centers. Net demand
deposits of New York national banks
decreased $121,000,000, and time de-
posits decreased $11,000,000 in this
period. This was a substantial demand,
amounting to $132,000,000, coming
largely from correspondents which were
calling on their balances.

liquidated to the amount of $79,000,000,
which is more than twice the decrease in
net loans. These banks called on their
correspondents slightly, and paid out
some cash. Evidently it was the Federal
Reserve Banks, the stock exchanges, and
the general reliance upon other institu-
tions that kept the banks of New York
in liquid condition, rather than the
liquidation of loans at maturty.

And, taking the country banks of the
South, one notes a similar situation. Net
demand deposits of these banks declined
$88,000,000 in this period, and total de-

Some Factors Affecting the Reserve Position of National Banks, May 4, 1920, to
. November 15, 1920.

(Millions of dollars)

Factors tending to increase cash  Factors tending to decrease cash

New York Middle New York Middle

City South West City South West
Loans «.ovveeinniinaeans 35.5 13.5 15.3

Rediscounts* ............... 121.8% 56.5% 24.6% 121.8% 56.5% 24.6%
Bills payable ........... ... .. ... 27.0 8.3 42.8 cen e
Due from banks ............ 4.1 27.4 10.2 ceee ce
Government securities ........ 79.3 149 9.6 e v v
Other securities .........coo0 oo-o . . 1.4 14.6 11.2
Cash vovvvninnnniniennnns 2.8 . 1.9 1.8
Total ..cvivnrinienennn 2435 139.3 52.7 166.0 73.0 529
Balance ...eiiiiieiiennn 77.5% 66.3* 2

*Increase in rediscounts tended to increase cash, but the prior making of loans which
were then rediscounted tended to decrease cash or reserve position by an equal amount.

+Increase in rediscounts.

$Presumably loans were expanded equal in amount to increase in rediscounts.

But loans and rediscounts did not de-

cline in this period. Net loans did de-
cline $35,000,000 but rediscounts in-
creased $122,000,000, so that the total of
loans and rediscounts increased $87,000,-
000 at a time when deposits were drawn
on to the amount of $132,000,000. Evi-
dently loans of New York national banks
were not liquidating to meet the demands
of correspondents and other depositors.

HOW NEW YORK BANKS KEPT LIQUID

How did these banks of New York
keep in liquid condition, if loans were not
liquidated as, according to the orthodox
theory, they should have been? Redis-
counts were increased by $122.000,000,
or $87,000.000 more than net loans de-
creased. Government securitics were

posits declined $68,000,000. Loans and
rediscounts, on the other hand, in-
creased $43,000,000. There was a de-
crease of about $14,000,000 in loans, but
rediscounts were expanded sufhciently to
result in a great increase in the total, as
just indicated. It will thus be seen that
loans in the country banks of the South
did not liquidate so as to meet the cur-
rent demands on these banks.

If one takes all national banks, as a
group, it is seen that loans and redis-
counts were expanded $265,000,000 in
this period of crisis, while at the same
time total deposits declined $171,000,
000. The national banks as a whole thus
showed inability to liquidate loans in
quantities sufficient to meet demands on
deposits.
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BANK CONDITIONS VARY GEOGRAPHICALLY

The real point to this discussion lies in
the differences between banks in the
various cities and regions, as well as in
the divergence of banking practice from
banking theory. While in New York
and the South and other cities and re-
gions, loans and rediscounts did not
liquidate to meet demands on deposits,
in most of the reserve cities loans did
liquidate sufficiently, and more than
enough, to meet the needs of depos-
itors. Not all regions and cities were
alike in the ability to liquidate
loans to meet the demands of the deposi-
tors. Some regions remained strong, and
were thus able to assist other regions
and cities. But the national banks as a
group, could not depend on liquidation
of loans to meet the needs of depositors.

What means did the banks in New
York, the South, and Middle West find
that they could depend on to keep in
solvent, liquid condition? The following
table covering these three regions gives
the answer to the inquiry:

It is apparent from this table that in
all three regions expansion of rediscounts
was greater than liquidation of loans. In
the South four means of increasing cash
were more important than loan liquida-
tion; namely rediscounting, borrowing,
liquidating Government securities, and
calling in deposits with correspondents.
In the Middle West loans were expand-
ed, while the same devices were used as
in the South to increase cash.

It is apparent that the banks of these
three regions depended on the reserve
banks, on the stock exchanges (for
liquidation of Government securities),
and upon other banks (from which they
borrowed), to keep in liquid condition.
In other words, in a period of crisis,
banks shift their safe earning assets to
other institutions or investors in exchange
for more liquid assets. In such a period
banks can and do continue to carry their
customers, and are enabled to do this
because they have other funds at their
command. These funds may be obtained
from reserve banks, from other banks,
or through the stock exchanges.

After the crisis of 1920 had passed,
banks then did begin to liquidate loans.
As the general price level declined, less
funds were needed (even for an equal
quantity of goods), and loans declined
rapidly. There was then a less serious
problem of liquidation, for the spirit of
expansion had been replaced by deflation,
and commitments were planned accord-
ingly.

LIQUIDITY THEORY NOT FOLLOWED IN
PRACTICE

When one examines the accounts of
banks one notes that banks do not re-
strict their earning assets and activities
to short-time commercial loans. On
June 30, 1925, national banks held bonds
equal in amount to more than twice the
capital and surplus of these banks, or
23.3 per cent. of their total assets. These
bonds were greater in amount than the
savings deposits, and were equal to 45
per cent. of loans and rediscounts. Even
stock of other corporations held by na-
tional banks in “other reserve cities™ ex-
ceeded their holdings of stock in the
Federal Reserve Banks by 61 per cent.
and in New York by 72 per cent. It is
evident that national banks not only
place all of the funds provided by their
stockholders in securities; they place also
quite a large part of the depositors’ funds
in securities.

There has been an increasing tendency
in recent years for national banks to
invest their funds in bonds. This is a
perfectly natural development, for busi-
ness firms have come to borrow money
by issuing bonds where formerly they
borrowed on short-time loans. Municipal-
ities, states and public utility companies
have come to issue securities in large
amounts, and banks have come to hold
large amounts of these. From their in-
ception national banks and the Bank of
England have held securities.

LONG-TIME LOANS NOT NECESSARILY
DANGEROUS

Banks have come also to place a large
part of their funds in security loans.
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If one adds the security loans to the
investments in securities it is noted that
a very large part of the earning funds
are placed in other than short-time com-
mercial loans. Is this a dangerous prac-
tice?

Probably a comparison of losses
charged off on securities and on loans,
from 1918 to 1925, will help in determin-
ing the answer. On an average, the per-
centage of losses charged off by national
banks on securities in this period, 1918
1925, was .89 per cent., and on loans
was .67 per cent. But in 1922 and 1923
the percentage of losses charged off on
loans was twice that on securities. In
1920 and 1921, on the other hand the
percentage of losses charged off on se
curities was four times that on loans.
There seems to be a greater hazard in
securities, and a greater cyclical fluctua-
tion in losses on securities than on loans,
but the difference is not great. Asa mat-
ter of fact bankers can shift securities
about and secure funds as needed. And
banks found in the crisis of 1920 that
stock exchange loans could be depended
on even more than commercial loans to
liquidate at maturity or as called. The
general tendency, and the practices of
banks, seem to indicate that banks have
come to be very different institutions
from what they were when theories of
banking were first evolved and stated.

An examination of recent bank fail-
ures throws further light upon the sound-
ness of modern banking practices. It
might have seemed that 1aost bank fail-
ures would occur among the banks that
put the largest proportion of funds into
bonds, etc. Such was not the case. The
following facts and conclusions appear,
from a study of bank failures. (1) There
is a very great cyclical trend in bank
failures. . When net earnings of banks
are low, failures are numerous, and when
net earnings are high, failures are low.
(2) Banks which failed were small in
size and young in experience.  Prac
tically all failing banks had a capital of
not over $100,000. (3) Banks failed
almost exclusively in those regions, where
during the World War and following,

banks were organized in greater number
than the number needed, as measured by
the proportion already existing in the
various regions. (4) Failures occurred
largely in the West and Pacific regions,
where the banks follow a policy, in con-
trast to the East, of paying large divi-
dends, and were more reluctant to estab-
lish a surplus.

The evidence seems to be overwhelm-
ing, that the unorthodox methods of
banking have been a negligible factor in
the recent bank failures. The reasons
seem to be related to the factors stated
above.

BANKS SHOULD BUY ONLY SOUND
PAPER

No criticism of the orthodox theory,
nor any exposition of the “shiftability™
theory, should omit to point out that
banks must deal only in sound paper,
whether short-time or long-time. Such
paper is tested by margins of safety, mar-
gins of equity, general managerial ability,
etc. But being tested in this way, the
soundness of paper fluctuates with the
changes in earnings, equities of the own-
ers, and personnel of management. Asis
well known, net earnings and margins of
equity are largely beyond the control of
those who administer businesses. Earn-
ings and margins of ownership or net
worth are greatly affected temporarily by
unforeseen circumstances. No matter
how scientifically a business may be run,
contingencies arise which prevent the
carrying out of operations just as
planned.

For example, when the crisis came in
1920, few, indeed, foresaw all the dire
consequences. Probably few saw that the
prices of farm products would fall out
of proportion to the average of all com-
modities, thus resulting in a severer de-
pression in agriculture than in most lines
of business. Unforeseen things, such as
changes in relative prices and values,
arise to make safe paper relatively and
temporarily unsafe. What should be the
policy of a bank toward such paper?

[Continued on page 184]



CAPITALISM OR WHAT?

By HARTLEY WITHERS

APITALISM, as the writer un-
derstands the matter, is the sys-
tem under which each man can

choose what work he will try to do and
what employer he will try to serve; if
he does not like his job or his employer,
he can leave it or
him and try to get
another. He cannot
earn unless he can
do work that some-
body wants to buy,
and so he competes
with all other work-

ers 1 producing
goods or services
that others want

and will pay for.
His reward depends
on the success with
which he can satis-
fy the wants of
others. Whatever
money he earns in
return for his labor
he can spend as he
chooses on the pur-
chase of goods and
services for his own
use or for that of
his dependents, or
he can invest it in
opening up a business or industry on his
own account, or in shares and debts of
public companies, and debts of govern-
ments or public bodies. These securi
ties will pay him a rate of profit or in-
terest if the companies or debtors prosper
and are solvent. Whatever money he
earns by labor or by investment he can,
after paying such taxes on it as the state
may demand, hand on to any heirs whom
he may name.

Such is the description given in the
writer’s book on “The Case of Capital-

HARTLEY WITHERS
British economist and financial writer.

ism” of the system under which civilized
nations are at present economically or-
ganized and the writer thinks it fills in
the chief features of the picture.

Its essential point is freedom—free-
dom, subject to the will of the com-
munity, as expressed
by its purchases of
goods and services.
Given well distrib-
uted purchasing
power, the capital-
istic system is thus
the most democratic
basis of production
and exchange that
can be devised; and
the present ten-
dency to mass pro-
duction compels
wide distribution of
purchasing  power,
because mass con-
sumption is its nec-
essary consequence.

Subject to this
democratic will of
the consumers we
are all free, under
capitalism, to do
what work we
choose, if the prod-
uct will find a buyer, and to make what
use we please of our earnings, thus
adding our voice to the mighty chorus
that decides what goods and services are
acclaimed as desirable.

With our surplus earnings we are
free, by the process of investment, to
supply funds to any enterprise or any
public body that needs them for de-
velopment, or for public purposes, ex-
pecting to receive interest or dividends,
subject again to the will of the com-
munity as expressed by consumers or
taxpayers.
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CAPITALISM PUTS MORAL RESPONSIBILITY
ON INDIVIDUAL

In working, in spending, in investing
and finally in leaving to the heirs whom
he may appoint the wealth, big or little,
that he has made or inherited, each man
chooses for himself, and takes upon him-
self all the risks that his choice involves.
If he makes things that consumers do not
want, he will not earn; if he invests im-
prudently he will lose his savings. With
freedom goes, as always, responsibility;
and without responsibility there can be
no development of character or initiative,
no moral discipline.  Perhaps the
strongest of all arguments for capitalism
is this moral advantage of the respon-
sibility that it throws upon every in-
dividual.

It is admitted, at once, that the free-
dom of choice which capitalism confers
on the individual has had and still has
results which are sometimes deplorable
and occasionally disgusting. FHuman
nature being what it is, the democratic
voice of a mass of of uneducated con-
sumers calls for the production—the
writer speaks, of course, of what he sees
in England—of much that is ugly, vul-
gar and base. But even in the course of
a lifetime it has been possible to see some
improvement in this respect, and wider
education and culture scem to be the
only remedies that can be relied on to
carry this improvement forward. It is
better that the individual should make
mistakes and be free than that he should
have his choice dictated by. a committee
of experts in culture.

Dictation, however, by some such com-
mittee is the only alternative that has
been suggested, or can be imagined, to
the freedom of choice which is the out-
standing feature of capitalism. Under
state socialism, which implies the owner-
ship by the government of all the means
of production, distribution and exchange,
the government would evidently tell us
what to make and would distribute the
product, telling us what to eat and
drink, what we should wear, where we
should live, and what amusements and

pleasures we should enjoy. We should
be under a tyranny of officials, tempered
by the wisdom of a popularly elected
body; and in electing its representatives
the popular will, at least on this side of
the world, makes even worse mistakes
than in choosing articles of consumption.
All the freedoms and responsibilties that
the individual now enjoys would be
gone; we should be standardized and
regulated, and turned out on a pattern,
like so many pairs of army boots.

SOCIALISTIC PROGRAM LATELY REVISED

State socialism, however, is now a
much less fashionable ideal than it was.
The experiences of the war have taught
the British socialists that the state can be
a much more unpleasant employer than
the worst kind of capitalist boss. And
socialistic aspirations have lately turned
into a different direction. Incidentally
it may be observed that a system of eco-
nomic life, the advocates of which find
it necessary to revise their program on a
matter of the highest importance, before
it has even been tried on its full scale in
practice, does not promise very well as a
working scheme for supplying the needs
of humanity. Nothing shows more
clearly how blind a gamble the socialists
are asking us to undertake than the com-
plete revision of their program that has
taken place in the last few years.

Under the new dispensation—""guild
socialism™ or one of its many variations
—the means of production would be
owned by the state, but the state would
have nothing to do with the management
of industry, which would be conducted
by those who work in it, electing their
own officers. Whether such a system
would be conducive to industrial ef-
ficiency may well be doubted; but there
is little need to discuss the question be-
cause the scheme is, on other grounds,
obviously quite unworkable. With each
industry working at its own pleasure and
producing goods such as it considers
desirable for the public and in such quan-
tities as it thinks fit, nothing but eco-
nomic chaos would be possible. This



THE BANKERS MAGAZINE

161

chaos would almost certainly be only
increased by the number of parliaments
and committees which the guild social-
ists propose to set up. There would be
a parliament of the guilds—the guilds
being the nice new medieval term for the
unions in which all the workers and of-
ficials of each industry - would be,
whether they liked it or not, included—
and this guild congress would be expect-
ed to settle any differences that might
arise between any two or more guilds.
As to what would happen if this body
failed to settle the difference (if for ex-
ample the guild of machine makers in-
sisted that they knew better than the
guild of farmers what sort of plow
would work most efficiently) is left to
the imagination of the idealists who see
economic salvation in this form of social-
ism. There would also according to
some schemes—but the variations of the
system are infinite—be another parlia-
ment representing the whole community
as consumers, and yet another supreme
body representing both the guilds and
the community.

There is no need to lay stress on the
infinite possibilities of disagreement and
friction, and consequently of inefficient
production, which are at once evident
if one tries to imagine such an economic
constitution at work; and even if the
completest harmony prevailed, it would
be extremely difficult to settle questions
such as price, or the relation in which
one commodity would be exchanged for
another or the allocation of the work of
those guilds which supply buildings and
machinery among those which need
them.

THE AVERAGE MAN UNDER GUILD
SOCIALISM

As to the general consumer, that is to
say every man in his capacity as a human
being with cravings for food and com-
fort, he would evidently have to take
what he got and be thankful that it was
no worse; for under such a system the
guilds would inevitably be all-powerful
and would, if they pleased, snap their

fingers at the authority of any .congress
or parliament which attempted to tell
them what sort of work to do and what
sort of article to produce. The advo-
cates of the system urge that the guild
workers would be so uplifted by the
mere fact that they were working not for
the profit of a capitalist, but for them-
selves and for the community, that har-
monious and efficient work would be pro-
duced in a sweetly ideal atmosphere. It
might possibly be so, but the assumption
of this magical change of heart is a big
risk to take, when the material comfort
and even the existence of the community
is at stake; and the elaborate system of
safeguards suggested shows that a good
deal of doubt is felt on this point by the
enthusiasts who have devised this pro-
posal for “reforming™ society.

As to syndicalism, the extremist idea,
of which guild socialism is a compara-
tively conservative modification, nobody
has attempted to explain how it ever
could possibly work. Under it, the
workers would seize the instruments of
production, work them (if they could
under their own guidance) and dispose
of the product as they pleased. The
state would be reduced to impotence and
there would, apparently, be no co-
ordinating authority of any kind.

CHANCE OF PRODUCTIVE EFFICIENCY
REMOTE

Such are the alternatives that have
been suggested and put forward as im-
provements on capitalism. The only one
of them that is within a mile of being
a practicable scheme is state socialism,
which might possibly be adopted by a
community sufficiently servile to submit
to the tyranny of bureaucrauc control.
But, as has been shown, state socialism
is already discredited in the eyes of a
great number of socialists, warned by
their experience of government control,
during and after the war. Even under
it the chance of productive efficiency is
extremcly remote; under guild socialism
it is so remote that advocates of the

[Continued on page 189]
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BUSINESS BUILDING ADVERTISING
STRESSED AT FINANCIAL ADVER-
TISERS' MEETING

By B. C.

USINESS building advertising—
specific in its terms and definite in
its object—that pulls the money
out of the bureau drawers and the fam-
ily sock and puts it into the channels of
trade and business, was urged upon the
banking interests of the United States
as a central theme in advertising during
the coming year, in the convention of
the Financial Advertisers’ Association,
held in Philadelphia on June 23 in con-
junction with the annual convention of
the Associated Advertising Clubs of the
World.

Trust companies in particular are de-
veloping this kind of advertising, it was
indicated, and commercial banks are tak-
ing more and more to it. Banks every-
where were urged to lay down the yard-
stick of apparent results in advertising
in the rule that it must produce profit-
able business in dollars and cents before
it is approved as efficient and effective.

The thought was emphasized that ef-
fective advertising must be continuous
and that continuous advertising is cumu-
lative in its effect.

T. H. Scwell, of the Ohio Savings
Bank and Trust Company, at Toledo,
gave stress to this thought in urging
banks to engage more actively in ad-
vertising their communities. He said
that as communities prosper and grow, so
do banks prosper and grow, and that
the interests of one are intimately bound
up in the interests of the other, with
the contribution by one a contribution
to the wellbeing and growth of both.

“What business, what industry, what
institution of any nature plays a more
vital part in the drama of life and the
activities of the community, than the

"2
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bank?” he questioned. “‘Whether it is a
village, a town or a city, the bank is so
closely woven into its civic and domestic
life that its influence, good or bad, must
pulsate throughout the community, and
be felt more or less by every one of its
inhabitants.

“Banks should advertise their com-
munities, and in specific terms. A con-
tinuous campaign of healthy encourage-
ment of the community will prove to be
a breeder of good will when your bank
message is hitched to your community
message.”

VALUE OF DEFINITE OB JECTIVES

O. Howard Wolfe, cashier of the
Philadelphia-Girard National Bank, in
Philadelphia, placed stress upon specific
terms and definite objectives in bank ad-
vertising.

“There is an unfortunate prevalence
of bank advertising which merely ad-
vertises ‘service’ in a vague, indefinite
way without being specific as to the kind
of service referred to,” he declared. *“This
type of advertising is as common as the
old ‘tombstone’ style of twenty years
ago.

“The kind of advertising results I
have in mind is that which is cumulative
in its effect. One of these effects is the
beneficent influence of advertising upon
the quality of service which your bank
has to render.

“Some months ago we used an adver-
tisement in our bank that said, in effect,
that ‘Advertised service is dependable
service. Statements made in bank ad-
vertisements should be as accurate as the
figures of its statement of condition.’

“Each of you know that every well
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managed institution prides itself in hav-
ing among its assets many items that are
worth more than the figure at which they
are carried on its books, and published
in its advertisements. It should be the
same with service. Not only should it
be at least as good as advertised, but it
ought to be a little bit better.

“I know from personal experience
that after a particular advantage or fea-
ture of service that a bank has to
offer has been advertised, almost sub-
consciously there is an effort on the part
of the bank’s personnel to see that the
service fully meets the claims that are
publicly made, and if possible, improved
upon. It should be the duty of some
one in every bank to see to it that ad-
rertised service is dependable service.”

Mr. Wolfe said that it is essential that
some one in a bank, preferably an of-
ficer, trains himself to know what and
how to advertise. The basic principles of
sound and effective advertising, he con-
tinued, can be learned by the average
banker, just as are the rudiments of com-
mercial law, and applied with skill and
telling effect.

*“There is another advantage in having
an officer of the bank understand and
supervise its advertising campaigns,” he
said. “Such an officer is in a position
to check the results of advertising more
intelligently than the salesman type of
advertiser.

*“I confess I have little interest in re-
ports we sometimes read of the results
of bank advertising campaigns as indi-
cated in the number of new accounts ob-
tained, or the total increase in deposits.
Do you realize that more than 50 per
cent., numerically speaking, of all active
depositors in the United States carry
checking accounts that are a distinct loss
to their institutions?

“You do know that there are many
schemes being sold to unthinking bankers
through which hundreds of new deposi-
tors are secured carrying balances as low
as $5, and that these methods are paid
for on the basis of numbers only.

“You can see, therefore, the necessity
for a co-ordination between advertising

and analysis of the kind of business
which advertising produces, before one
is able to place a proper valuation upon
any particular scheme or method of ad-
vertising.

*“The most important thought, I think,
is the development of business building
advertising. I see no particular advan-
tage to the banking profession in adver-
tising which merely pulls accounts from
one good bank and puts them 1n another.
Emphasis should be put upon the kind of
advertising that pulls money out of hid-
ing places, and makes it active instead of
inactive. Advertising to be effective and
efficient must produce profitable busi-
ness.”

SELLING TRUST SERVICE

Francis H. Sisson, of the Guaranty
Trust Company, of New York, gave
stress to the central thought in the as-
sertion that success in the sale of trust
service is not in speed, but in steadiness.
He explained that this follows logically
from the fact that trust service is always
of a confidential nature.

An analysis of banking advertising
need not be upon the same plane or so
extensive, he continued, as the scales for
nationally distributed products. He
urged that in every instance of trust
service advertising, consideration be
given to the question of whether the
smallest estates, as well as the largest
should be sought, and the relation which
this decision has upon the style of ad-
vertising copy, and the nature of the
selling effort.

“Selling personal trust service is en-
tirely different from selling commercial
bank accounts, and the two must be
handled by men of very different train-
ing if the best and most effective results
are to be had,” he continued. *“No
longer is there any real question as to the
ethics, the legality, or the dignity of sell-
ing trust service. The only vital ques-
tions that confront us are those of
method and opportunity. There is also
an obligation, perhaps, as to how and
where best to put our message across.
To that problem the best brains in the
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advertising and selling field may well be
attracted.”

Turning to the subject of newspaper
advertising, he described the daily pub-
lications as powerful mediums for trust
advertising when used for purposes to
which they are best adapted. Other pub-
lications, such as trade journals and
financial periodicals, offer a splendid
field for the cultivation of this character
of business.

“Newspaper advertising may be used
to develop leads, to originate business
and to do the broad job of education,™ he
said. “But whether a given advertise-
ment should be made to do all of these
things at the same time is a problem with
which you are probably familiar, and
doubtless always facing.

GREAT BRITAIN AS A MARKET FOR
AMERICAN PRODUCTS

Increasing importance of Great
Britain as a lucrative market, and the
buying tendencies of the English people,
were dwelt upon by James Howard
Perkins, advertising manager of Goodall,
Blackhouse and Company, of Leeds,
England.

“We have been a sorely tried people,”
he said, “'but the clouds are clearing and
American business will find our markets
easier than at any time since the war.”

American business interests are safe
in planning selling campaigns in Eng-
land, he continued, and the economic
barometer is improving. He said that
many workers have retained the pre-war
scale of wages, and these men in the
“sheltered trades™ have a good buying
power and a stabilizing influence upon
business. He asserted that soon the basis
of consuming power will be widened.

“In dealing with our markets, do not
hesitate to make a more ‘high-brow’ ap-
peal,” he continued. “‘Higher education
is becoming more general throughout the
land, and there is a greater percentage of
women with money to spend for luxu-
ries.

“The woman market in England is

excellent! The woman is the true basis
of the English market. We have a rich
upper class, a large class of the retired,
and a large—and overpaid—ofhcial class.
The women of all of these classes are
good buyers. Moreover, there are great
numbers of women factory workers who
have more money to spend than ever
before.

*Aids to beauty—there’s a great field.
The English woman will spend her last
penny on aids to beauty—and pleasure.”

Life insurance trusts were discussed by
Clinton F. Berry, of the Union Trust
Company, of Detroit, and second vice-
president of the Financial Advertisers
Association.

Delegates and visitors to the conven-
tion were welcomed by Edward T.
Stotesbury, of Drexel and Co., at
Philadelphia, and who next October will
celebrate the sixtieth anniversary of his
entry into the banking acuvities of the
nation.

Reviewing the American banking sys-
tem since its start in Philadelphia during
the days of the Revolution, Mr. Stotes-
bury pointed out that its expansion and
growth has been chiefly due to an in-
creasingly intelligent and scientific use of
credit and credit resources.

Mr. Stotesbury paid a tribute to
Robert Morris, one of the nnanciers of
the American Revolution, and in whose
honor a bronze statue was unveiled on
the steps of the Philadelphia custom
house a few days before.

Carroll Ragan, of the United States
Mortgage and Trust Company at New
York, and president of the Association,
in responding to Mr. Stotesbury's wel-
come, reviewed the remarkable change
that has taken place in financial adver-
tising in the last decade, and contribu-
tive to closer relations between banking
institutions and the communities and in-
terests which they serve.

“To judge from the admirably devel-
oped policies and advertising campaigns
of many financial institutions,” he said,
“their slogan might well be: ‘The public
cannot ask, nor can we give too much.’ "



vt

Ai)

THE FUTURE OF THE GAS INDUSTRY

By GEeorGeE B. CoRTELYOU

NLY a few years ago there were
those who asserted in all serious-
ness that the gas industry had no

future. They said all it had was a past;
that it was a dying business, doomed to
extinction because the demand for gas
was growing less and less each year. And
they warned investors away from the se-
curities of gas companies.

Well, of course, it is something to have
a past; and all gas men are proud of the
past of their industry with its record of
public service reaching back more than a
century. But it has more than a past.
It has a present and, as the title of this
article indicates, it also has a future. Its
more recent achievements have been such
that even the outspoken skeptics of a few
years back have since admitted their
error and have brought forth “‘works
meet for repentance” by proclaiming
their faith in the soundness and stability
of the industry and recommending its se-
curities to investors.

CHANGE IN CHARACTER OF USE

What led certain superficial observers
into thinking that gas was on the wane
was the change in the character of its
use. They saw it decline in importance
as an illuminant, which formerly was its
principal use, and concluded that this
heralded a permanent downward trend.
What they apparently did not realize
was that this loss was more than made
up by gains in other directions, which put
the industry on a more solid and pros-
perous footing than ever before. For in-
dustries, as for individuals, life is a con-
tinual series of adjustments to changing
conditions, and success depends upon the
ability to make these adjustments with
a minimum of delay and loss. The gas
industry has not only adapted itself to

the rapidly changing conditions of the
past decade but has gathered strength in
the process and at the present time is -
facing opportunities for growth and ex-
pansion unequalled in all its long history.

STABILITY OF THE INDUSTRY

If the dominating characteristic of the
gas industry could be expressed in one
word, that word would be “stability.”

GeorGe B. CorTELYOU

President Consolidated Gas Company
of New York and former Secretary of
the Treasury.

The oldest of our utilities, it has gone
ahead quietly and steadily year after
year, extending its facilities, adding to its
resources, establishing a record of con-
sistent and orderly progress. There have
been no pyrotechnics, no violent fluctua-
tions, no alternating seasons of feast and
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famine, such as have marked the course
of many other industries and which have
been given widespread publicity. It is
this quality of inherent stability and the
absence of headline news features that
for a long time led the investing public
to overlook the merits of gas company
securities; and yet, logically enough, it is
this very quality which, once recognized
—as it has of late come to be—constitutes
their chief attraction for the conserva-
tive investor.

The days.of comparative isolation for
the industry are over. It has stepped
forth to take the place that rightfully
belongs to it by virtue of its importance
as a great agency of public service, sup-
plying a commodity that is essential to
the health, comfort and well-being of
millions of our people. If it ever did
hide its light under a bushel, that is no
longer true. Today it 1s telling its story
to the public and the public is respond-
ing with many evidences of interest and
approval. Few industries have such a
wealth of material to draw upon and
few can match it in the element of
human appeal, for it is based upon serv-
ice to that most vital and cherished in-
stitution—the home.

It should be understood that this
article refers to manufactured or artificial
gas.

INCREASED INDUSTRIAL CONSUMPTION
OF GAS

Sales have more than doubled in the
past eleven years, reaching a total in
1925 of over 421,000,000,000 cubic feet
for the country at large, as compared
with 204,000,000,000 cubic feet in 1915.
It is of more than passing interest to
note that approximately 15 per cent. of
the total output is produced and con-
sumed within the corporate limits of
Greater New York, showing that this
territory is one of the bulwarks of the
gas industry of the United States. If
the entire metropolitan area were in-
ctuded the percentage would be much
greatcr.

Viewed in bulk, there is nothing about

these figures that arrests the attention.
True, they reflect a healthy growth,
averaging about 10 per cent. a year, and
are a striking example of the stability
referred to, all of which is gratifying
but not remarkable. It is only when one
examines their component parts that one
uncovers some really interesting and
significant facts.

Gas consumption is generally classi-
fied as domestic, industrial and commer-
cial, the last two being frequently
grouped together. At the beginning of
the eleven-year period referred to, that
is, in 1915, the amount of gas used as a
fuel in the industries was but a small
percentage of the total output, while in
1925 it is estimated that more than one-
quarter of the total went to supply the
industrial and commercial demand, which
in the eleven years increased over 1000
per cent. In other words, of the 421,
000,000,000 cubic feet of manufactured
gas sold in 1925, 113,000,000,000 cubic
feet were used for industrial and com-
mercial purposes. This was for the in-
dustry as a whole. For certain companies
located in manufacturing centers the per-
centage of industrial load was of course
much greater. This is an all-the-year
business which makes it very desirable
for the gas company. The domestic load,
which is still the backbone of the indus-
try, continues to show a steady increase
from year to year.

This remarkable evidence of the
adaptability of gas to the uses of indus-
try gives an idea of the present trend of
development and indicates one of the di-
rections in which great future expansion
may be expected; for, notwithstanding
the large gains already recorded, it is
probable that as yet gas is carrying less
than 10 per cent. of the total industrial
load available. The application of gas
to the innumerable processes of industry
opens up a field of practically unlimited
dimensions and ushers in a new era in the
history of gas utilization. Tt will be an
era of huge installations and of produc-
tion on a scale hitherto unknown. Given

[Continued on page 190]
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INSTALMENT FACTS REFUTE INSTALMENT
FANCIES

By H. BERTRAM LEWIS

ject for frivolous discussion. Too

much is at stake. Far safer to let it
alone if we cannot be correct in our
statements, sound in our aniysis and
fair in our deductions. For, like it or
not, nothing is more easily discerned
than the disaster that would overtake
American industry if its sustaining

INSTALMENT selling is not a sub-

fort and contentment than the corre-
sponding classes of any race or nation
since history began. Surely, on the face
of things, instalment selling is not head-
ing us toward precipitate ruin. That it
might, if carried to unwise extremes, is
too obvious for argument, but he who
would prove that it has will have a
sorry time pointing out the symptoms.

power were suddenly
withdrawn.

Its harshest critics
fix the annual total of
instalment sales at
some eight billion dol-
lars. In all probability
this is nearly double
the true figure, but let
us accept it momentar-
ily. A cut of eight bil-
lion in our annual
volume of retail busi-

NUMBER of articles have

been recently published in
THE BANKERS MAGAZINE both
pointing out the advantages and
disadvantages of instalment sell-
ing. In this article H. Bertram
Lewis, vice-president of Hare &
Chase, Inc., describes eight con-
tributions which he believes that

the instalment sclling plan has -

contributed to society. Mr. Lewis
is not unmindful of the fact
that the system is subject to
abuses but conservatively oper-

In the view of men
who see the instalment
business from within,
recognize its  sound
limits as clearly as any
banker or publicist,
and labor intelligently
and conscientiously to
keep it stable, instal-
ment selling up to this
stage in its evolution
may be credited with
these social and eco-

ness (estimated at .
thirty-seven billion) our national

EDITOR.
would mean a deduc-

ated he believes it essential to
prosperity.—THE

nomic contributions:
(1) By teaching the
buyer to budget his

tion of nearly 22 per
cent. And if these same critics are cor-
rect in their evident assumption that if
instalment sales were taboo, little or none
of this instalment-bought merchandise
could be sold until the cash price had
been saved, it is easy to picture the crash
to our prosperity that awaits any sudden
curtailment of instalment facilities.

As matters actually stand today the
burden of proof is distinctly on the
critics—and glittering generalities will
not sustain it.

The country is prosperous beyond all
precedent. Every form of saving is on
the increase—in toto and per capita.
Private investors are buying securi-
ties of every sort at an unheard of rate.
Home building is making new records.
And all classes are living in greater com-

expenses for a purpose
it has in many instances developed
habits of thrift that have contributed
directly to the recent disproportionate
increases in savings of every kind.

(2) It has permitted the buyer of lim-
ited means to gratify his longing for
pianos, motor cars, and other high
priced family necessities and conven-
iences by paym-nt from incom: instead
of from capital. The urge for posses-
sion of motor cars in paruculer is, hu-
manly speaking, so irresisuble that
many a family which buys its cars today
without disturbing its nest egg would
buy from its reserves and take a chance
on replenishing them rather than do
without. Of course no such output of
motor cars as those of recent years would
be possible on a cash basis, but if all that
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could be sold for cash had been sold for
cash more people would have been im-
poverished in the process than under the
time payment plans that have prevailed.
Such at least -is the conviction of those
who are closest to the picture and much
evidence in support of their opinion is
found in the credit statistics of the in-
dustry, mentioned below.
(3) It is by no means certain that in-
stalment selling has, up to this time, in-
jured any class of business. One hears
of complaints by small merchants that
their sales are adversely affected. Like-
wise by clothing manufacturers and
other producers in lines that do not
properly lend themselves to time pay-
ment methods. It is also stated that
credit conditions in such other lines
have been impaired because of the
precedence given by the buyer to his
instalment obligations. But the volume of
instalment-sold production has stabilized
employment conditions, and been a pri
_mary influence in holding wages to thei
“present high levels—factors which mak
for the prosperity of all merchants and
for sounder credit conditions in all lines.
Merchants and manufacturers in the
non-instalment field may consider their
volume disproportionately small when
compared with those of instalment com-
 petitors for the consumer’s dollar, but it
» will take a world of proving to show
that they are not better off in all re-
spects—credit conditions included—than
if the instalment sales stimulus were
wholly withdrawn from trade. And
hundreds of thousands of them annually
avail themselves most cheerfully of its
conveniences.

INSTALMENT SELLING IN THE
AUTOMOTIVE FIELD

(4) In the automotive ficld—most
often the target of the instalment critics
—employment and wages have kept at a
peak on a steadily declining price basis,
made possible by the economies of mass
production which has been developed on
its present scale largely through the in-
fluence of time sales. A condition which

increases the buying power of the gen-
eral public along with that of the wage
earner. For obviously one who pays
$800 for a car that would cost from
$1000 to $1200 under lighter productive
conditions has from $20u to $400 more
available for clothes and general mer-
chandise.

(5) Instalment selling has made a
great contribution to the contentment
of farmers and industrial workers by
enabling them to enjoy the use of con-
veniences and utilities which their in-
come justifies but which on a cash basis
they would perhaps never acquire for
want of any definite saving plan such as
the instalment system provides. Certain-
ly the thriftless among them can be led
into onerous debt by this sort of en-
ticement, but society seems to divide it-
self inevitably into two economic classes
—that which looks before it leaps and
that which leaps in the dark. The
former will always buy with forethought
and will protect its credit whatever the
plan. The latter will always go it blindly
and over-buy on any terms. But ex-
perience with instalment collections
seems to prove conclusively that the
buyer of the second class is a far safer
risk when title to his purchase is vested
in the seller until paid for in full than
when he buys on open account with no
repossession penalty to keep him in line.

(6) Foreign students of our indus-
trial system have pronounced the almost
universal use of the motor car in this
country as perhaps our greatest safeguard
against Bolshevism, and no observer who
has seen the vehicular exodus from any
American workshop when the closing
whistle blows will hastily dispute this
point of view. And without time pay-
ments such national motorization would
have been impossible. Through pride of
possession the owner of a motor car is
only a shade less conscrvatized than the
owner of a home. Social revolution
makes but a feeble appeal to the man
at the wheel of his own hard earned
sedan, with all the byways of the world
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at the option of varying periods of pres-
sure on the accelerator pedal.

AN INCENTIVE TO PRODUCTIVITY

(7) The longing to own such highly
desirable property as instalment sales
have placed within the laborer's reach
is an incentive to productivity that can-
not be ignored. Many a rolling stone
who finds it irksome to work for a mere
living discovers a new zest in work that
leads to experiences beyond the hum-
drum. The American workman has
more good things to earn by his labor
than any other producer in the world—
and his output is the greatest in the

world. Whether or not these circum- -

stances have, actually the relation of
cause and effect there is a sound psy-
chological tie-up between them and it
would seem to be the dissenter’s place to

prove its irrelevance.
%(8) Following the thought expressed

President Coolidge, instalment selling
appears to one who sees it from within
as far safer than the old practice of
“running up a bill at a store.™

There is a definiteness and finality
about an instalment obligation that
makes for a much more immediate sense
of responsibility than that which applies
to an open account, and its mandatory
character tends to emphasize the ur-
gency of obligations in general and to
impress the buyer with the value of his
credit. It introduces him, often for the
first time, to economic considerations
that would otherwise escape his con-
sciousness entirely, and if he is at all
capable of education along these lines,
should make him in all respects a more
substantial economic unit and a more re-
sponsible citizen.

The writer has credited instalment
sales with these outstanding benefits to
society because the conditions listed as
effects are obvious to all observers—
written right into the records of the
times—and because instalment selling
must either work to these ends or to
diametrically different ends. It must, by
its very nature, induce either increased

production, a greater spread of wealth
and comfort, and a responsible class of
credit buyers, or thriftlessness and de-
moralization—and nothing is more out
of line with contemporary facts than a
general state of thriftlessness and demor-
alization. Its possible good effects are
in evidence. Its possible bad effects are

© UNOERWOOD & UNDSRWOOD
H. BErTRAM Lewis
Vice-president Hare and Chase, Inc.

not. Therefore the case of its critics
is built around theorizing as to what may
happen rather than upon the facts which
indicate what has happened to date. And
it is with a certain irresponsibility in
the language of some of its critics that
its protagonists take particular issue at
a time when sane and balanced judgment
is essential if blind reformatory zeal is
not to influence public thinking along
highly dangerous lines.

O. H. Cheney, in a widely pub-
lished address before the Chamber of
Commerce of the United States, has held
up automobile financing as more or less
of a horrible example to industries that
are wavering on the brink of instalment
ventures of their own. He refers to the
status in this field as one of chaos and
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speaks as if wildcat pracuces were not
only general therein but gaining ground,
whereas the precise opposite is the case.

STABILIZING AUTOMOBILE FINANCING

At the first outbreak of low rate-long
term propositions the wiser heads in the
industry (among the finance companies
no less than among factories and deal-
ers) took alarm, and their fight to hold
the lines for stability has been so suc-
cessfully waged that today all terms in-
volving down payments of less than a
third and notes in excess of twelve
months are in general disfavor and their
percentage of the industry’s total
financing — never preponderant — is
growing less continually.

Much has been spoken and written on
the subject within the industry and these
celf corrective urtzranc s may have given
Mr. Cheney ¢he impression that things
were going from bad to werse. In fact,
however, this internal agitation was a
symptom, not of disease, but of a healthy
resistance to it.

It is also unfair of Mr. Cheney to
name a 4}/ per cent. loss ratio as if it
were in any way an inaication of the
average automobile experience instead of
a figure published by the National As-
sociation of Finance Companies to show
the suicidal folly of wide open terms.
No soundly managed automobile finance
company has ever dreamed of offering
the terms on which this ratio has been
realized and the aggregate amount of
such paper that has ever been negotiated
by the industry would represent so small
a fraction of its total financing that
figures would hardly express it.

The only figures available that give a
true picture of average credit experi-
ence in automobile financing are those
of the no-recourse companies, who as-
sume the full liability themselves in-
stcad of dividing it with the dcaler. The
statement of one representative company
of that class, shows that out of notes
amounting to $37,634,174 collected dur-
ing the preceding eleven months the
volume of paper over sixty days past

due totalled $64,979, while equities in
repossessed cars on hand were $253,959,
or, in combination, a delinquent item of
$318,938—less than 1 per cent. of its
turnover. And since past averages show
that the ultimate shrinkage in such assets
is but fractional it is obvious that this
company's credit experience indicates an
exceptionally sound condition for any
industry. The period covered by its re-
port was that in which the drift toward
unsound terms was stronger than any
other on record before or since, and in
which the temptation to overstep con-
servative lines was as compelling as it
ever will be.

It is worth mention also that the busi-
ness which yielded this experience in-
cluded both the new car and used car
offerings of dealers in every well estab-
lished line and was obtained in some
fifty or more different localities, so that
the statement is as truly representative
of average credit conditions as any set
of figures could be.

THE QUESTION OF THE RATE WAR

As to the rate war which is also im-
plied by Mr. Cheney—it is worth
chronicling that the same company
which furnished the credit illustration
has raised its rate level appreciably with-
in the last year and is now doing the
largest volume of retail business in its
history so that the rate factor would not
seem to weigh so very heavily in the
scheme of things. It is true that several
factories, during the last twelve months,
have offered to the public subsidized
rates, i. e., finance charges of which the
said factories defray a part themselves,
and that, inasmuch as these do not re-
flect the true financing cost, but penalize
the cash buyer to attract the time buyer,
they could not be met by non-subsidized
companies, and have provided a strong
incentive for the weaker independent
companics to open up on terms, as a
counter attraction to the dealer. The
subsidy, in fact, has been the one really
unsettling factor in the entire situation,

[Continued on page 193]



SOME THOUGHTS ON OLD COINS

By THEODORE J. VENN

that the United States, whose Fed-

eral coinage dates back only 132
years, should possess so many more of
the great numismatic rarities than any
of the European nations whose metallic
moneys have been in existence for many
centuries.

There are a number of reasons to ac-
count for this. In the first place, the
systematic collecting of coins in this coun-
try is of rather recent origin when com-
pared to the long numismatic record of
Europe, consequently few of our earlier
issues were preserved in choice condition.
Another factor is that as soon as Ameri-
can collecting assumed any proportions
coins of all the years of issue were sought,
whereas in Europe it was the custom to
confine numismatic endeavor to the vari-
ous lines of kings without especial regard
to dates. This explains why the coins
struck in years of small issue and those
whose survivorship was limited quickly
jump into the higher premium divisions.

Then one must not lose sight of the
many colonial issues which circulated
here prior to the Revolutionary War,
and the various state coins which were
struck before the establishment of the
Federal mint. All of these issues are
much sought by advanced collectors and
comparatively few are to be found in
superior states of preservation. And
last, but by no means least, there are the
many historical reminders of our various
gold fields—the privately struck coins of
Georgia, North Carolina, California,
Utah, Oregon and Colorado. Although
these coins never received Governmental
authorization, they circuiated freely as
money at a time when rtransportation
was slow and cumbersome and there
was urgent demand for a medium of ex-
change to conduct business in the various

3

SURPRISE is frequently expressed

sections of the country where the pri-
vate coinage was struck. The coinage of
such private issues is now prohibited by
Act of Congress. Many of the greatest
rarities in the Americans are to be found
in these early territorial gold issues.

Herewith is presented a short treatise
on a number of United States coins, in-
dicating the numismatic value of the
scarce and rare issues in the various series
which have not been ¢overed in the
writer's previous articles in THE
BANKERS MAGAZINE.

UNITED STATES HALF EAGLES ESPECIALLY
FAVORED

United States half eagles are especial-
ly favored by advanced collectors, prob-
ably because there are so many great
rarities in the series. The coins have
been struck continuously from 1795 to
the present time, with the exception of
the years 1801, 1816, 1817, and since
the suspension of gold coinage of this
and the smaller denomination—the $2.50
series—owing to the late war.

Rarest of the $5 coins is the one bear-
ing the 1822 date. No specimen of this
coin has come upon the market for years
and it would be mere guesswork to en-
deavor to place a numismatic value upon
it at the present time. Coin dealers offer
$1500 for it, but its value is much in ex-
cess of that figure. If one of these coins
in choice condition were to find its way
into a public auction it probably would
break all records heretofore made by any
coin. Next in rarity is the coin of 1798
with the small eagle on reverse. For this
dealers offer up to $500, but one of these
coins ‘brought $5250 in the Ten Eyck
sale. The coin of the same date with the
large eagle is not so valuable, although
a scarce coin, dealers’ offers for this
variety being about $15.
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Third rarest in the series is the coin of
1815. The highest dealer’s quotation on
this is $1000, but the exemplar in the
Ten Eyck sale went at $2200 under the
hammer. In the same sale the 1819 with
large date brought $900; the 1828, $680;
1797 with fiftecn stars, $355; 1827,
$365; 1832 with thirteen stars, $330; and
the 1795 with sixteen stars about eagle’s
head, $272.50. All of the $5 gold pieces
from 1795 to 1833 are rare and command
good premiums, as does also that Of, 1834
with the motto “"E Pluribus Unum™ over
cagle. The 1834 without the motto is
quite a common coin. .

Coming lower down the list, there are
also fair sized premiums on the Phil-
adelphia mint coins of 1875, 1876, 1877
and 1887, which bear no mint mark,
and also on a number of the branch mint
coinages from 1838 to 1861. These will
be found principally in the Dahlonega
and Charlotte issues, which are readily
distinguished by the letters D and C.
The San Francisco half eagle of 1854,
which bears the letter S, also is a scarce
coin, and so is the New Orleans piece
of 1841. The latter can be readily recog-
nized by the letter O.

THE RARE SILVER DOLLARS

Collectors of American coins always
have exhibited a strong fancy for silver
dollars, especially for the early issues.
Silver dollars were first coined in 1794.
There was a suspension of coinage of
these pieces from 1805 to 1840, except
that a few of the well known flying
cagle dollars were struck in 1836, 1838
and 1839. These flying eagle dollars
were  practically pattern  pieces, there
having been no Congressional authoriza-
tion for their coinage, but a small number
of them found their way into circulation.
General coinage of dollars was resumed
in 1840, but again suspended from 1874
to 1877. From 1878 to 1904 the coinage
again was continuous, but thenceforth
there was again a discontinuation until
1921, when resumption took place in
the striking of the so-called “Pcace dol-

lar,” of which large numbers also were
issued in the following year.

The first of the series, the 1794 dollar,
is a very rare coin and usually brings
from $85 to $125 at public sale for
specimens ranging from good to fine con-
dition. In such states of preservation
dealers freely offer $50 cach for them.
An uncirculated exemplar of this date
probably would bring $500 or more in
an auction sale.

Most of the other dates of early issue
from 1795 to 1803 inclusive range from
scarce to rare and in good to very good
condition generally bring from $4 to $7
each at public sale. In fine to uncirculated
states of preservation they naturally com-
mand higher prices.  Within recent
years these early dollars have been
showing quite a trend toward scarcity,
especially the 1796, 1797 and 1801 dates.

The 1804 dollar ranks with the ex-
cessive rarities of the Americans. There
probably are not above a half dozen of
the first striking in existence. The
specimen in the Manning sale, catalogued
only as very good, brought $2500 at
auction, while the coin has a record of
$3500 in uncirculated condition. The
exemplar offered in the Ten Eyck sale
known as a restrike, went to the highest
bidder at $840.

The flying eagle dollars of 1836, 1838
and 1839 are all rare coins and there
are scveral varieties of each of the dates.
In the Manning sale the dollar of 1836
with the name Gobrecht (the designer)
on base sold for $26, while the variety
with Gobrecht below base brought $155.
In the same sale the dollar of 1838 se-
cured a high bid of $250, while in the
Ten Eyck sale the coin of this date went
under the hammer at $235. The 1839
coin in Mr. Manning’s collection brought
$67.50. All of these picces were in
proof condition.

In the later division of silver dollars,
the coins from 1840 down, the great
raritics are the dates of 1851 and 1852,
which in proof condition bring up to
$100 each in public sales, and for which
dealers offer from $30 to $40. Next in
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rarity is the 1858 dollar, which sells
at $35 to $50 at auction. In this “Liberty
seated” series of dollars the coins from
1852 to 1857 also command fair sized
premiums, and there is a small one on all
the coins struck between 1840 and 1873
provided they are in uncirculated or
proof condition. There also is a small
premium on the proof coin of 1895,
while the Lafayette dollar of 1900 is now
bringing around $3.50 in public sales.

THE OLD HALF CENT COINS

Being the coin of smallest denomina-
tion ever struck by the United States
Government, the half cent always has
appealed strongly to the American col-
lector. These coins were first struck in
1793 and their issue was discontinued in
1857, but there were a number of years
during this period in which coinage of
the pieces was suspended.

There are many raritics in the half
cent secries, chief of which is the coin
of 1796, which also is one of the most
valuable of United States copper coins.
Some years ago one of these coins, de-
scribed as a proof in the sale catalogue,
brought $400. Dealers offer $15 to $20
for any of the 1796 half cents which are
in fair to good condition.

Next in rarity are the coins of 1831,
1836 and 1852, and the mintage from
1840 to 1848, also the pieces of 1849
bearing the small date. These coins bring
all the way from $35 to $150 each, de-
pending upon the dates and whether they
are originals or restrikes. But few of
any of these coins were struck and when
offered are usually in proof or uncircu-
lated condition. A number of counter-
feits of all of these dates are in existence.
They usually are copper films filled with
lead, and some of them are very in-
geniously put together. Upon close ex-
amination, however, these counterfeits
are readily detected.

The coins of 1793, 1795, 1797, 1802
and 1811 also are rare and secure large
premiums when in the higher states of
preservation, and fair ones provided they
classify even as good.

For all other dates of half cents deal-
ers pay from 10 to 15 cents each if the
coins are in very good or fine condition,
but collectors naturally have to pay some-
what in excess of this to secure the coins.

CALIFORNIA $20 PRIVATE GOLD ISSUES

There are a number of privately struck
$20 gold pieces which were issued dur-
ing California’s early mining days and
which are now eagerly sought by ad-
vanced collectors.

Rarest of these are the 1851 issue of
Baldwin & Co., for which $250 is of-
fered by dealers, and the 1855 coin of
Wass, Molitor & Co., which is sought
by them at $90. The two Augustus
Humbert pieces of 1852 are next in de-
mand. The one bearing the inscription
884 is listed at $60, while the one
inscribed 887" is catalogued at $40.

The rest of the California $20 issues
can be classified only as scarce and deal-
ers rate them at $22 to $29 each. They
are the Moffat & Co., coins of 1853, the
two U. S. Assay Office pieces of 1853,
one inscribed *'900,” the other 884, -
and the two Kellogg & Co. coins of 1854
and 1855.

It should be remembered that the
prices given on these $20 coins are taken
from the highest quotations in dealers’
buying catalogues. Numismatists natu-
rally would have to pay considerably in
excess of these figures to secure the coins.

UNITED STATES DIMES

Dimes were first coined in 1796 and
they have been struck continuously since
except in the years 1799, 1806, 1808,
1810,-1812, 1813, 1815 to 1819, and in
1826. They always have been one of the
favorite issues among collectors, prob-
ably because so many of them may still
be picked up out of active circulation.

The rarest dime is that of 1804, for
which the latest dealers’ catalogue offers
$25 provided the coin is in fine condition.
The specimen offered in the Manning
sale was listed only as very good and it

[Continued on page 194]
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BANKING AND COMMERCIAL LAW

Effect of Indorsement Waiving Protest and Guaranteeing Payment.

Richmond

Guano Co. v. Walston, Supreme Court of North Carolina, 133 S. E. Rep. 196.

to recover against the defendant as

makers of a promissory note in this
case depended upon the form of the
payee's indorsement; whether the in-
dorsement was in such form as to trans-
fer title to the plaintif and make it a
holder in due course, or whether it mere-
ly amounted to a guaranty or assign-
ment,

The indorsement was in this form:
“Demand, notice and protest waived;
payment guaranteed by the under-
signed,” with the payee’s signature be-
neath.

The court held that this was an in-
dorsement in due course constituting the
plaintiff a holder in due course.

The note in question was signed by
the defendant as maker and delivered to
the payee corporation. The payee in-
dorsed the note in the form described
above and transferred it to the plaintiff
company for value.

In this action the defendant company’s
defense was that there had been an
agrcement between it and the payee
under which the payee was to sell cer-
tain cotton belonging t> the defendants
and apply the proceeds to the piyment
of the note. Without authority, the
payee sold the cotton and appropriated
the proceeds to its own use. The plain-
tiff's contention was that this defense
was not available against it for the rea-
son that the plaintiff was a holder for
value without notice. This depended on
whether the indorsement was in such
“form as to transfer title to the note and
constitute the plaintiff a holder in due
course, Or constitute a merz assignment
of the note, making it subject to defenses
in the hands of the plaintiff, and it was

THE right of the plaintiff company

held, as stated, that the indorsement was
an indorsement in regular course, with
an enlarged liability and that the plaintiff
was entitled to recover.

A judgment in favor of the plaintiff
company was accordingly afirmed.

Action by the Richmond Guano Co.
against H. H. Walston, Jr., and another.
Judgment for plaintiff, and defendant
appeals. No error.

OPINION
CLARKSON, J.—Plaintiff brought

an action against the defendants, who
gave a negotiable note February 23,
1921, to Tomlinson Guano Co., due No-
vember 1, 1921, with interest from Jan-
vary 1, 1921; credit, $150, November
22, 1921. Plaintiff claimed it was the
owner in due course. As a defense to
the note, defendants allege that they
stored with Tomlinson Guano Co. or
Tomlinson & Co., Inc., 79%2 bales of
cotton upon certain terms to be sold and
applied on the note. This was not recited
in the note. They further allege that
Tomlinson Guano Co. or Tomlinson &
Co., Inc., were one and the same con-
cern. Both are insolvent and have been
adjudged bankrupts. The defendants
further allege:

“That without their knowledge, con-
sent, and acquiescence the said 79V,
bales of cotton were sold and the pro-
ceeds converted to the use of Tomlinson
& Co., Inc., or Tomlinson Guano Co.,
and was not applied to the discharge
of the notes to secure which the same
were deposited.”

The plaintiff's evidence was to the ef-
fect that the note was purchased March
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15, 1921, for full value, before maturity
and without notice of any equities.
We do not discuss the evidence intro-
duced by defendants and that excluded
by the court below tending to fix plain-
tiff with notice so that defendants’
equities could be considered. We think
the court below made no error in ex-
cluding that to which exception was
taken. We think the evidence on this
aspect not sufficient to be submitted to
the jury. We pass on what we consider
the main assignment of error.

The note, with all indorsements is as
follows:

*$6,000.00 Wilson, N. C., February 23,

1921.

“November 1, 1921, after date, we
promise to pay to the order of Tomlin-
son Guano Company, six thousand dol-
lars at 6 per cent. interest from January
1, 1921. Value reccived.

“H. H. Walston, Jr. [Seal.]
“Britton Harrell. [Seal.]
“No. 82.
“Demand, notice, and protest waived;
payment guaranteed by the undersigned.
“Tomlinson Guano Company,

“N. L. Finch, Partner.

“Pay to the order of: Tomlinson
Guano Company, for collection and re-
turn of proceeds to Powhatan Chemical
Co., Richmond, Va.

[This latter indorsement was stricken
out, lines drawn through after it was
recalled in February, 1922.]

*“Cr. 11/22/21 by cash—$150.00.™

The note is negotiable in form. De-
fendants contend that the note was not
negotiated in accordance with the law
merchant or the Negotiable Instruments
Law. The language on the note being
“demand, notice, and protest waived;
payment guaranteed by the under-
signed,” the plaintiff contends it is an
indorsement with an enlarged liability.
The defendants contend the language
only showed a guaranty and nothing
more, and does not constitute commer-
cial negotiation in due course.

If the language makes plaintiff a hold-

er in due course, it takes same free from
equities and defenses which the maker
has against the payee. The cases of
Gillam v. Walker, 189 N. C. 189, 126
S. E. 424, and Dillard v. Mercantile Co.,
190 N. C. 225, 129 S. E. 598, cite C. S.
3044, on a different aspect.

We can find no decision bearing on
the question in this state. 'We must look
elsewhere. The language, “payment
guaranteed by the undersigned,” would
indicate, as contended by defendants
with much force, only a guaranty and
not a commercial negotiation in due
course. It is contended that especially
is this true from the fact that the guaran-
tor had cotton in its possession of de-
fendants to sell, pledged to pay this note,
which would further indicate that it
would not, by the language, intend to
make the note such a one, in due course,
as to cut off the right of defendants to
have the cotton, as agreed upon, applied
on the note when sold according to the
terms. This position is borne out to a
great extent by Mr. Justice Strong in
Trust Company v. National Bank
(October term, 1879) 101 U. S. 68, 25
L. Ed. 876. The gist of this opinion is:

“The defenses of the maker of a
promissory note can be cut off only by
the payee's indorsement of it before ma-
turity. A guaranty written upon it by
the payee is not such an indorsement.”

The learned justice says, at page 70:

“That a guaranty is not a negotiation
of a bill or note as understood by the
law merchant, is certain.” .

We have given this case thorough
consideration, appreciating the hard-
ship on defendants but, under our
Negotiable Instruments Law and the
great weight of authorities, we must
hold that the writing on the nego-
tiable note is an indorsement in
due course so far as to transfer to
and vest title in the plamtiffs, and the
guaranty is ““an indorsement with an en-
larged liability.”  Negotiable papers
being so important to the life of trade,
the decision of Mr. Justice Strong has
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not been to any extent followed, and
numerous states of the nation have, to a
great extent, passed uniform Negotiable
Instruments Laws. In this state, C. S.
c. 58 (1889) “Negotiable Instruments,”
§ 3014, is as follows:

“An indorsement may be either in
blank or special, and it may also be either
restrictive or qualified or conditional.”

C. S.3017:

“An indorsement is restrictive which
either (1) prohibits the further nego-
tiation of the instrument; or (2) con-
stitutes the indorsee the agent of the in-
dorser; or (3) vests the title in the in-
dorsee in trust for, or to the use of, some
other person. But the mere absence of
words implying power to negotiate does
not make an indorsement restrictive.”

C. 8. 3018: Effect of restrictive in-
dorsement; rights of indorsee.

C. 8. 3019: Qualified indorsement.

C. S. 3020: Conditional indorsement.

C. S. 3044:

“A person placing his signature upon
an instrument otherwise than as maker,
drawer or acceptor is deemed to be an
indorser, unless he clearly indicates by
appropriate words his inwention to be
bound in some other capacity.”

The language of these sections indi-
cates that to make an indorsement, as in
the present case, restrictive, some lan-
guage must indicate it or the conse-
quence is that the indorsement is with
an enlarged liability. The weight of au-
thorities, whether under Negotiable In-
struments Laws or by the law merchant,
take this view.

The case of Ireland v. Floyd, 42 Okl.
609, 142, P. 401, L. R. A. 1915C, 661,
which followed the case in United States
Supreme Court, was overruled in Man-
gold v. Utterback, 54 Okl. 655, 160 P.
713, L. R. A. 1917B, 368. Mathews, J.,
for a unanimous court, in overruling the
Ireland Case, not only puts it on the
better reasoning and greater weight of
authority but also on Oklahoma statute
(section 4113, Laws 1910), which is the
exact language of C. S. 3044, supra. The

court says, at page 661, (160 P. 175):

“It will be observed from section 4113
that the tendency of the law, when the
status of a party who places his name
upon the back of a negotiable instru-
ment is under consideration, is to re-
solve all doubtful cases toward holding
the same to be a commercial indorsement
in due course. This rule is founded
upon commercial necessity. The un-
shackled circulation of negotiable notes
is a matter of great importance. The
different forms of commercial instru-
ments take the place of money. To re-
quire each assignee, before accepting
them, to inquire into and investigate
every circumstance bearing upon the
original execution and to take cog-
nizance of all the equities between the
original parties, would utterly destroy
their commercial value and seriously im-
pede business transactions.”

This decision was rendered January
11, 1916.

In Douglass v. Brown, 56 Okl. 6, 155
P. 887, rendered February 29, 1916, the
facts were as in Mangold v. Utterback,
supra. The transfer and execution of
the note, it will be noted, took place
prior to the taking effect of the Nego-
tiable Instruments Act (1910). The
unanimous court held the note was sub-
ject to equities and defenses and cites
the Ireland Case.

In First National Bank v. Cummings,
69 Okl. 216, 171, P. 862, L. R. A.
1918D, 1099, decided March 26, 1918,
the principle in the Mangold case, supra,
was affirmed, and Ireland v. Floyd,
supra, overruled, the court going back to
McNary v. Farmers' National Bank, 33
Okl. 1, 124 P. 286, 41 L. R. A. (N. S)
1009, Ann. Cas. 1914B, 248, rendered
May 14, 1912, which held the writing
constituted an indorsement with an en-
larged liability.

In Delk v. City National Bank, 85
OKkl. 238, 205 P. 753, Bank v. Cummings
is approved, and it is stated that the
Ireland Case, supra, was overruled by
Bank v. Cummings. After various and
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sundry changes, Oklahoma held that the
indorsement is an enlarged liability.

Lumpkin, J.,, in a well thought out
opinion, with numerous authorities, in
Hendrix v. Bauhard, 138 Ga., 473, 75
S. E. 588, 43 L. R. A. (N. S.) 1028,
Ann. Cas. 1913D, 688, held:

“Where the payees in a promissory
note payable to order wrote on the back
of it the words, ‘For value received, we
hereby warrant the makers of this note
financially good on execution,” and
signed their names after such entry, and
negotiated and delivered the note for
value, such indorsement was sufhcient to
transfer title to the nuee; and if made
before maturity to a bona fide purchaser
for value, without notice of any defense,
he would be protected from any defenses
which the maker might have, except
those expressly allowed by statute.”

Lowry National Bank v. Maddox
(1908) 4 Ga. App. 329, 61 S. E. 296, an
early decision, is not wholly in accord
with the Hendrix Case. Reliance in that
case is placed upon Central Trust Com-
pany v. First National Bank, 101 U. S.
68, 25 L. Ed. 876, supra. This case is
disapproved in the Hendrix Case.

The Massachusetts cases seem to be in
conflict on the question.

“The fact that an indorsement in-
cludes a guaranty or is 1n form a guar-
anty does not prevent the passing of
title; such a writing, according to the
weight of authority, amounts to an in-
dorsement which transfers title to the
note.” 21 A. L. R. 1375; digesting the
cases, Ann. Cas. 1913D, 088; 36 L. R.
A. 232,

1 Joyce on Commercial Papers (2d
Ed.)) § 666, says:

“The determination of the question
whether equities and defenses between
original parties are available against a
bona fide holder in case of contract of
guaranty must rest largely upon the
construction placed upon that contract in
the different jurisdictions, and where it i3
determined that a payee or holder, who
writes above his indorsement of nego-

tiable paper a guaranty of payment,
stands in the position of an indorser
with an enlarged liability, such a trans
fer constitutes an indorsement of the
paper.”

Brannan'’s Negotiable Instruments
Law, Anno. (14th Ed.) 1926, § 38, p.
323, says:

“Where the payee of a negotiable note
indorses it, ‘I hereby guarantee the pay-
ment of the within note and waive de-
mand and notice of protest,” he 1s liable
not as a mere guarantor, but as an in-
dorser with an enlarged liability. The
N. I. L. (Negotiable Instruments Law)
was not cited on this point. First Na-
tional Bank v. Baldwin, 100 Neb. 25,
158, N. W. 371. See other cases under
sections 21, 34, 63.”

The decisions years ago on this im-
portant question were chaotic. In more
recent years, and especially since the pas-
sage among the states over the nation of
the Negotiable Instruments Law to make
the laws more uniform, the decisions are
more in accord, and the great wealth hold
that the indorsement, as in the present
case, ‘“Demand, notice, and protest
waived; payment guaranteed by the un-
dersigned,” is an indorsement with an
enlarged liability. The language makes
the holder one in due course, and the
instrument is taken free from equities
and defenses which the maker has
against the payee. The great importance
in commerce and trade has forced uni-
form legislation in regard to negotiable
instruments, and the courts have now,
with few exceptions, held that the hold-
er, under the facts in the present case, is
one in due course with enlarged liability.

The Illinois act adds:

“And the addition of words of assign-
ment or guaranty shall not negative the
additional effect of the signature as an
indorsement unless otherwise expressly
stated.” Cahill's Rev. St. Ill. 1925, c.
98, par. 51; Chance v. Hudson, 233 IIL
App. 542.

Dunham v. Peterson, § N. D. 414, 67
[Continued on page 195]
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MAKING THE CREDIT INVESTIGATION

By M. E. ROBERTSON

made by a New York bank is usual-

ly made for one of four reasons.
1. It is made by the bank because the
bank has the account of the party being
checked. Such an investigation is gen-
erally termed a revision. 2. It is made
because of the purchase by the bank
of the company's commercial paper of-
fering. 3. It is made because the bank
has received an inquiry from one of its
customers, and therefore endeavors to
obtain information. 4. This fourth rea-
son is more correctly a group of miscel-
laneous reasons. The bank may have dis-
counted some of the company's notes or
trade acceptances for another of its cus-
tomers, or it may be purchasing its bills
in the foreign department. Perhaps some
may wonder why there have not been in-
cluded investigations for new business
purposes, that is investigations made of
companies whose busincss the bank is
contemplating soliciting. The high type
banks do not make a pracuce of investi-
gating through their regular credit in-
vestigators such new business proposi-
tions, and do not endeavor to convey the
impression that they are credit investiga-
tions arising from another source than
new business. The higher type banks do
not approach other banks of account on
a proposition without frankly stating the
reason for their inquiry. It is more fre-
quent to use special men for new busi-
ness work, and to have them simply make
trade investigations, obtain agency re-
ports and go only to sources for informa-
tion which are not in direct competition
to their own motive.

In the investigating work therefore,
we have work for selves and work for
others (or service). One is as important
as the other, and a proper investigation
requires a person of reasonable intelli-

THE credit investigation such as

gence, at least fair personality, business
knowledge, common sense and courtesy
to make it. You cannot formulate a set
of rules or questions for a person lacking
in the above qualifications, send them out
and expect that they will render an in-
telligent report. This might not be as
generally true in some other cities, but in
New York practically all investigating
by banks is done by means of an in-
vestigator making a personal call on each
party given as a reference in New York.
If the investigator has not the proper
qualifications he will fail to make the
right impression and the party giving in-
formation will hold back untess he has
unusual good will toward the bank which
the investigator represents. It requires
a considerable amount of ume to develop
a good investigator.

SOURCES OF INFORMATION

Some investigations require, of course,
less work than others. It depends upon
the reason prompting the inquiry. A re-
vision of account, or a commercial paper
check requires more work than the check-
ing up on a trade acceptance offered by
a customer for discount. The depth of
the investigation is therefore guided by
the reason prompting the inquiry. On a
revision or a commercial paper, 1t would
perhaps serve in the ordinary instance
to obtain information from the following
sources:

Banks of account.

Broker handling paper.

Trade selling the company.

Competitor or two of the company.

These inquiries are the work of the
investigator. He calls on all New York
trade houses and bank accounts as well
as brokers, and writes all out of town
people. He also endeavors, on com-

179



180

THE BANKERS MAGAZINE

panies of national reputation, to see a
competitor or two in New York and
in the case of investigations of commer-
cial paper names to obtain an outside
opinion of a paper buying bank. In
calling on the bank of account, he en-
deavors in usual cases to obtain informa-
tion along the following lines:

How long the account has been with
the bank.

What line of credit extended. On
what basis.

Is the company a steady borrower.

What amount is owing.

What sort of balances are maintained.

Opinion of the management.

Time and result of last investigation.

Last statement and synopsis of current
position.

Recent advice from company as to
progress.

Opinion of the risk.

The above, of course, is a group of
stock questions, of which, in the strict
sense of the word, many are superfluous
in many ways, because one short sentence
to the inquiring investigator on the part
of the bank inquired of, would answer
practically the question prompting the
investigation, which is, * Is the company
good or bad?” If the bank said, “We
grant them a line of $200,000,” does
that not express the bank’s opinion of
the risk? It implies that the account is
properly conducted, that the investiga-
tion resulted satisfactorily, that the man-
agement in the bank’s opinion is good
and indicates their opinion of the risk.
One able man with one of the trade
houses in New York having surplus
funds for investment buys paper. He is
considered an authority on the class of
names which he purchases and many
paper buying or paper checking New
York banks, desire his opinion. He does
not state the amount purchased, the re-
sult of any investigation, how he feels
about management, how the business end
of his own company sells them or the
way payments are made in any words
other than “We buy it” or “We do not
buy it.” Once the writer heard a credit

manager give a bank investigator a story
on a name somewhat as follows: “We
have had the account a number of years
and give them a line of $500,000 straight
paper. They owe us $500,000 today,
but were out of our debt for two months
until last week, when they came on for
their full line. Our checkings have al-
ways resulted favorably, their statements
show up well in our opinion and we
buy the paper for our correspondents.”
The investigator thinking that he should
ask some question or feeling that he was
not doing the job said: “What do you
think of the management?” The credit
manager replied, “Rotten, that's why we
give them $500,000,” and turning went
about his work. This investigator,
despite the information given him, was
not content to put on his hat and go
without asking at least one question.

INTERVIEWING BANKS

Present day methods used by banks
in giving out information by means of a
clerk in the credit department, whose
duty it is to answer verbal inquiries, do
not permit of interviewing the officer
handling the account and obtaining his
frank opinion. The investigator there-
fore sets about to obtain a lot of statis-
tical information which he can write up
and turn over to his seniors for analysis
along with other data. By this I mean;
bank lines, form, steadiness of borrow-
ing, balances, investigation results,
opinion of management, recent advice
from the company. Then he sets about
to obtain what seems to be the bank’s
actual opinion from this junior clerk who
gains his idea from whatever may be
written in the credit file. Also this
junior clerk has his position to guard
and many times will not speak frankly,
fearing that he may give out some in-
formation in the file which may come
back to his senior and for which he may
have to answer. These reasons indicate
why the investigator must use common
sense, have a certain amount of per-
sonality. His personality is just as im-

[Continued on page 203]



PAYING THE PIPER

By RICHARD W. SAUNDERS

THIS old saying probably in its

origin, simply meant that a man

must pay for what he gets. While
a certain number of people seem to be
able to evade doing this to a greater or
less extent, the whole industrial structure
is based upon the principle that men will
pay their just debts.

That it is sometimes difficult to tell
when a debt is a “'just” one or not is one
reason why our court calendars are
crowded with cases. Thousands are
suing other thousands for what they con-
sider a just cause and the other thousands
are resisting because they claim it is not
a just cause. It is equivalent to saying
“We would pay the piper but we don't
owe the piper anything” or “We don't
owe him as much as he says we do.”
The increased growth of arbitration in
the settlement of disputes is certainly a
favorable sign and its application every-
where to be commended. There are few
questions that cannot be quickly and
properly settled by the disputants getting
together around the same table especially
if an intelligent unbiased arbiter is
present

The expression has, however, come to
possess a somewhat different mecaning
and to now carry with it a sort of retri-
bution for some real or fancied unfair
- advantage in achieving success. People
with such a mental slant—and there are
many, more than generally supposed—
look with envious eyes at their neighbor’s
success and then fall back on the so-
called philosophical view that in the end
something is going to befall the apparent-
ly happy possessor. The great law of
compensation, they affect to believe, is
coming along in due time to chastise the
successful and punish him for being a
success.

When one does take advantage of an
illegal or immoral situation to become
wealthy, there is or should be, no par-
ticular sympathy should the offender
meet with misfortune. It is a hard
enough struggle, playing fair, to make

progress. The error, of course, is in as-
suming that because a person has
achieved success, he must have done it by
unfair methods. It is openly stated and
rarely contradicted, that no man can
“honestly™ acquire more than a mod-
erate fortune. An analysis of the for-
tunes of the country will quickly dispel
this fallacy. The great majority are
honestly acquired and without the
honesty never would have been amassed.

Like all maxims however, which arise
from the mass conception of life and its
experiences, there is a large amount of
truth in the thought that badly gained
wealth does not stay with its possescors,
or give them happiness. Wealth, how-
ever acquired, has a tendency to become
dispersed and studies have been made
of wealthy families tending to show that
it lasts in a family but a few generations,
as a rule.

The matter becomes more important
as one realizes that wealth being always
a matter of interest to the many, its
holders are bound to be under contin-
uous observation and their actions used
as examples, good or bad. In applying
the maxim therefore, one must differen-
tiate between those who have properly
obtained wealth and those who have not,
and furthermore, must also consider
those who properly administer it and
those who do not.

Again the expression “Paying the
Piper” has been used to describe those
who dance and sing when they should be
preparing for their life’s work and lay-
ing up store for the future. Far be it
that anyone should object to honest and
healthy happiness. The world needs
every particle of it and without it life
would be unendurable. *“Work hard
when you work and play hard when you
play” appears to be the motto these
strenuous days. And it might be added
“Don’t play when you should be work-
ing and don't work when you should be
playing.”
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The latest
FINANCIAL

STATEMENT
of New Englands largest bank
as of June 30, 1920

®

RESOURCES

Cash and Due from Banks $73,117,148.00
United States Securities 23,648,128.83
Loans, Discounts & Investments 271,367,050.18
Banking Houses 9,970,150.58

Customers’ Liability Account of Accept-
18,786,888.93
955,460.06
Total $397,844,826.58

LIABILITIES

$20,000,000.00
24,120,935.74 $44,120,935.74

Reserved for Interest, Taxes and Unearned
2,346,319.48
800,000.00
305,349,079.68
Acceptances Executed 20,106,328.66
Acceptances and Foreign Bills Sold 24,015,709.88
Items in Transit with Foreign Branches. .. 1,106,453.14
Total $397,844,826.58

™FI1IRST
NATIONAL BANK of

BOSTON

1784 2 1 1926

MainOrrice: 67 MiLk St.
Forzign Branches European R epresentative

Buenos Aires AND Havana 24, OLp Broap Strrer, Lonbon, E. C. 3
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MORAL DISARMAMENT

[Continued from page 154]

which the world has been so long accus
tomed.

An economic conference, rightly or-
ganized and participated in by the proper
sort of men, could help in finding a way
to reduce international trade friction
and to remove, or at least to lessen, those
barriers—artificial and useless in many
cases—which are a serious hindrance to
the restoration of economic prosperity
throughout the world.

An honest search for peace implies,
first of all, that we shall try to remove
the removable causes of war. When we
have done this, and proved the success
of our efforts, we may safely dispense
with large navies and armies,

Who is bold enough to say that na-
tional safety can be put in jeopardy by
disarming before then?

TO HONOR GALLATIN

resolution are carried out, a statue

in honor of Albert Gallatin will be
erected, by an association organized for
the purpose, the monument to be placed
at the north end of the United States
Treasury in Washington. It will be a
fitting complement to the fine statue of
Hamilton at the other end of the
Treasury.

These two men are among the most
distinguished among the long list of
names connected with the post of Secre-
tary of the Treasury. Hamilton's work
has made him conspicuous, not alone be-
cause of the remarkable ability he dis-
played, but for the reason that he was
called on to provide funds for carrying
on the new Government at its inception
and to devise means of establishing and
utilizing the national credit. His in-
sistence on the assumption of the state
debts by the Federal Government, and
his assistance in establishing the first Bank
of the United States, were enough to
give him a high reputation as a financier.

IF plans approved in a recent Senate

Gallatin, like Hamilton, was a for-
eigner, having been born in Switzerland,
but politically the two men differed.
They both favored a Bank of the United
States, however. Gallatin was called
on to finance the War of 1812, a task
rendered more difficult.and costly by the
failure of Congress to recharter the
Bank of the United States. But Gallatin
successfully opposed the plan of leading
members of his party to issuz Govern-
ment notes to circulate as money.

Gallatin has the distinction of the
longest service on record as Secretary of
the Treasury—from 1801 to 1814. He
was a member of the Pennsylvania
Legislature, and for a brief period Unit-
ed States Senator, a position he was
forced to relinquish on account of not
having been a citizen of the United
States for a sufficient period prior to
his election. He also served as a member
of the House of Representatives. On
leaving the Treasury he became one of
the commissioners engaged in negotiating
the Treaty of Ghent, was later appoint-
ed Minister to France, and then to Eng-
land. His closing years were passed in
New York, where he engaged in banking.
His death occurred in 1849,

The writings of Gallatin on banking
and currency have justly held a high
reputation. His theoretical knowledge
was supplemented by long and success-
ful experience as a financial administra-
tor and as a banker. The proposal to
honor him with a statue at the Treasury
is a fitting recognition of his distin-
guished services to the country of his
adoption.

It may be of contemporary interest
to recall that while a resident of Penn-
sylvania, during the *“Whiskey Insurrec-
tion,” Gallatin sympathized with those
who opposed the excise; but he was
against the employment of violence.

His foreign ancestry recalls an anec-
dote in which his name figures. One day,
in the United States Senate, a Senator
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from Pennsylvania made a remark dis:
pleasing to the late Senator John J.
Ingalls of Kansas, which drew from him
the following retort: “Mr. President,
Pennsylvania has produced just two great
men—-Benjamin Franklin or Massachu-
setts and Albert Gallatin of Switzer-
land.”

Of course, had the brilliant Kansan
lived until now he might have been will-
ing to make some additions to the names
of distinguished Pennsylvanians. Meas-
ured by their ability to spend money
in a political campaign, they are certain-
ly not to be classed as insignificant.

MR. DEL MAR'S DEATH

financial literature loses from its liv-
ing roll one of its well-known names.
Mr. Del Mar was not a banker nor a
financicr. He was by profession a mining

IN the death of Alexander Del Mar

engineer. But he had a special predilec-
tion for the study of monetary history,
and his investigations and contributions
did much to augment the stores of in-
formation on that subject. Besides he
was the organizer and director of the
Bureau of Commerce, Navigation, Emi-
gration and Statistics, which furnished
the nucleus of the present Department of
Commerce. He was also an editor of
magazines and encyclopedias, and the
author of numerous works on monetary
history, the precious metats, etc. His
death occurred at the ripe age of 90
years, and until very late in life he
showed a keen interest in those subjects
which had been his favorites in earlier
years. His learning covered a wide range
of topics, and made him a writer and
conversationalist of rare powers and
great charm. Mr. Del Mar was an oc-
casional and valued contributor to the
pages of THE BANKERS MAGAZINE.

HOW SHOULD A BANK USE ITS FUNDS

[Continued from page 158]

Management ranges from good to bad,
depending largely on the foresight of
the manager. There is no clear-cut dis-
tinction between safe paper and paper
that may become temporarily and rela-
tively unsafe, due to unforeseen contin-
gencies. Inventories may fall in value,
thus changing anticipated profits into
losses, and safe paper intu frozen assets.
What test should a bank apply to an
applicant in view of these facts. In "The
Uses of Bank Funds™ the writer has
stated the answer as follows: “The equity
of the borrowing owners should be suth-
ciently large to absorb any decrease in
value of assets that may be incurred per-
manently. Temporary fall in values due
to business cycle conditions is usually
much greater than the average loss or
permanent fall in the value of asscts.
Owner's equity should be sufhcient to
absorb the average loss or permanent fall
in values of the assets, while funds may
be borrowed for the excess temporary fall

in values or lack of liquidity, until the
values and owner’s equity rise again.”

Banks take risks, suffer losses on loans
and securitics, and attempt to charge
rates of interest that will cover all such
hazards. Judgment must be and is exer-
cised in the selection of borrowing risks
so as to keep a proper balance between
such hazards and intercst rates. But if a
bank has a borrower who has a record for
safe and sane management ,and this bor-
rower finds himself, along with others of
his class, region, or industry, 1n an un-
favorable financial condition, due merely
to circumstances which were hardly fore-
secable, what policy should the bank fol-
low toward such a borrower? When the
borrower’s equity thus slips away, shall
the bank then regard the paper unsafe,
and force the liquidation of the loan at
maturity?

It has come to be a well recognized
policy of banks to carry well managed
firms over such emergencies. But if a
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bank happens to be in a region where
cyclical conditions have been generally
and extraordinarily harsh with borrow-
ers, the bank itself may need help. It is
just here that the shiftability theory
comes in. Such a bank will be obliged
to shift earning assets to other instity-
tions in exchange for cash or some other
liquid asset.

If such a bank is to be helped by other
institutions, it must have earning assets
that those institutions will accept. What
will they accept? A glance at a bank
balance sheet or portfolio will show
bonds of all kinds, commercial paper,
security loans, and many other kinds of
loans. While at different stages of the
business cycle some kinds of earning
assets are more acceptable than at others,
in general it may be said that a bank
will accept from another the kinds of
earning assets that are customarily dealt
in in that particular locaiity, territory,
or region.

Banks have all kinds of earning assets
because, with the growing complexity of
modern life, funds are borrowed for
many purposes and loans are evidenced
by many kinds of paper—short-time and
long-time. Even if a bank has a small
proportion of safe paper that corre-
spondent banks do not customarily
handle, such a bank will find itself safe
if it has a sufficient proportion of assets
that customarily may be shifted to other
institutions.

A bank is expected to serve the busi-
ness needs of the region in which it
operates. The business needs vary from
region to region and from trade to trade.
The length of productive or commercial
process varies with various industries.
The cycle of production is different in
farming from what it is in candy manu-
facturing, and the maturity of paper
may well vary with the production
process or turnover. The paper may
well he suited to the peculiar needs of
the rewion in question. Uniform ma-
turity for all paper is impractical and
wrong in principle. Business demands
call for long maturities as well as short
maturities. Paper of long maturity is-

sued by sound and well managed con-
cerns is as desirable as paper of short
maturity, as large holdings of bonds
show. The practices of correspondent
banks are coming to recognize this
principle.

THE HAZARDS OF LONG-TIME LOANS
EXAGGERATED

While there may be more hazard inci-
dent to long-time paper than short-time
paper, just because more events may
come to pass in a long time than in a
short time, yet this increased hazard may
be balanced by a higher rate of interest
on long-time paper. It is also true that
if the long-time paper is issued when the
well managed firm is in a crisis, the
longer time will give greater opportunity
to increase the owner’s equity before the
loan matures. Whether or not the long-
time paper is more hazardous than short-
time paper depends mainly on factors
other than the length of time involved
before the maturity of the paper. Bonds
are not necessarily less safe nor less
desirable than short-time paper just be-
cause they have long maturities. One-
year paper is not necessarily less safe
nor less desirable than thirty-day paper.
Maturitics can be adjusted to the needs
and conveniences of borrowers.*

The revisions of our banking system
during the past decade and more recog-
nize this principle, and encourage the
casy and free flow of funds for agricul-
tural and live stock purposes as well as
for commercial purposes. The rural
credit legislation and the Federal Reserve
System both provide funds for longer
maturitics than formerly, thus recogniz-
ing the need for adapting the paper to
the productive process or turnover. In
the crisis of 1920-21, the length of ma-
turities of bills held by reserve banks
was materially increased. The holdings
of agricultural bills were materially in-
creased. The orthodox theory of bank-
ing arose in England at a time when
bank funds were used mainly in com-

*Assuming no legal restrictions on ma-
turities.
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merce. Trade in the United States has
been less important than the building up
of agriculture, transportation, and man-
ufacturing. Funds are needed for fixed
capital as well as for working capital,
and, as just pointed out, working capital
needs vary from trade to trade and from
region to region.

QUALITY OF LOAN MORE IMPORTANT
THAN MATURITY

Care is exercised by banks more in
surveying the quality of management and
margins of equity and safety than in
seeing that paper conforms to a uniform
and artificial standard of maturity. This
scrutiny of banks goes further than a
study of financial statements of borrow-
ers. Banks are studying operating state-
ments and budgets, and are giving expert
industrial advice to clients, all with the
purpose of improving management and
decreasing the hazards of loans. Ameri-
can banks have gone a long way toward
becoming like the great banks of Ger-
many in taking an active mterest in the
operations of business. The aid of their
industrial departments and the thorough
scrutiny of operations which banks now
give to borrowers have made the matur-
ity of paper less and less important in
lending. As long as a bank holds paper
of well managed concerns it can depend
on other banks and other institutions for
assistance in an unexpected crisis. In
fact, it is the primary function even of
the reserve banks to bear the credit shock
of well managed banks in a crisis.

While not all paper is eligible for re-
discount at the reserve banks, a well
managed bank that holds paper of well
managed firms will be able to secure re-
serve funds either directly or indirectly.
It is now a well known fact that banks,
although they may not obtain general
security loans from reserve banks, may
secure funds from reseive banks on
eligible paper and use other funds for
security loans. The experience of the
banks in England and the United States
with security loans would seem to war-
rant a wider use of security loans in the
reserve banking system. For the first

few years of the operation of the reserve
system most of the active reserve bank
funds were placed directly in securities
or security loans, and another part was
placed indirectly in security loans. Float-
ing securities has come to be a “commer-
cial” and legitimate enterprise, and prob-
ably some of the present restrictions
placed on reserve banks, by making the
flow of funds less flexible, had better be
removed. Even if the reserve banks
were given the power to rediscount se-
curity loans, there would probably be no
rush of the banks to rediscount. Cer-
tainly for two or three years past it
would seem that member banks have not
overtaxed the reserve banks with eligible
paper, although such paper may be taken
to the reserve banks in almost unlimited
amounts. Probably it would be safe and
desirable to extend this right to security
loans, other than Government securities.
The flexibility of the credit system would
be enhanced if this were done.

Changing bank practices in the United
States are putting the orthodox theory
of the commercial bank to the test. In
every panic the orthodox theory has
failed in the test, and the crisis became
a panic because the orthodox theory was
thought to be the sound one. In the
crisis of 1920-21 there was no panic
because bankers had come in practice to
believe in the shiftability theory. Even
greater flexibility would be obtained by
a fuller acceptance of this principle.
Frank recognition of this principle is in
order, and attention should be centered
on the strategic principles ‘of banking
rather than on uniform and obsolete
notions.

IN PLACE OF THE ORTHODOX THEORY

Banking is changing; banking is evo-
lutionary; banking institutions have
come to be much broader in function
than a century ago when the orthodox
theory was formulated. Banks are veri-
table “department stores” in the field of
credit and finance. Many of their prac-
tices seem strange when measured by
the orthodox theory. No doubt a care-
ful scrutiny should be given to the newer
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practices of banks. In all this scrutiny
many newer practices would probably
prove unsound, but the shiftability
theory has won recognition. Some real
questions regarding paper should be:
Are the funds for a useful purpose?
Does the borrower have the proper pro-
portion of working and fixed capital?
Does the borrower have a sufhcient in-
come and equity in the business? Is this
the kind of paper other banks wish to
hold? Such questions as these may well
give place to the demand for short ma-

turities. More emphasis should be placed
on the length of trade processes, mar-
gins of equity and safety, and the qual-
ity of management. More thought
should be given to the fact that no bank
can stand alone, that risks must bz united
as in insurance, that a bank must have on
hand sufficient paper that other banks
customarily handle. Safe earning assets
may be shifted to other institutions in a
crisis, and many banks may support the
bank in distress, and thus indirectly
bear the unforeseen risks of enterprise

CAPITALISM OR WHAT?

[Continued from page 161]

system admit that “we may find our-
selves, in fact, if we abolish wage slavery,
worse off than we are now.” (“National
Guilds,” by S. G. Hobson and A. R.
Orage, p. 113.) And yet in spite of this
candid acknowledgement, these enthus-
iasts invite mankind, at a time when it
is still suffering from the poverty and
dislocation consequent on a great inter-
national cataclysm, to gamble with its
livelihood by making an experiment
which by their own admission, may make
it “worse off.”

If the economic position under capi-
talism were desperate, there might be
some excuse for putting forward such
admittedly desperate remedies.  But
happily, as we all know, it is very far
from being so. Amazing progress has
been made in improving the material
standard of life, in the century or so
that has elapsed since capitalism, in the
sense in which the word is now usually
used, has been fully developed. It was
admitted above that the free choice ex-
ercised by individuals in consuming
sometimes leads to the production of bad
articles; but these vulgarities are merely
a fringe and a frilling. In quality and
variety of food and clothing, in comfort
and sanitation in housing, in cheapening
literature and information and facilities
for travel and amusement, and all ma-
terial things that make life possible and

worth having, capitalism has enormously
bettered the lot of man. Terrible poverty
still exists in our midst and is a blot on
our civilization; but to cure the poverty
of a small minority by lowering the
standard of the whole community and
adopting a system under which economic
progress would almost certainly be re-
tarded, seems to be taking hold of the
problem at the wrong end of the stick.

THE CONTRIBUTIONS OF CAPITALISM

And even the lot of the destitute has
been alleviated by the greater wealth and
more sensitive conscience of the com-
munity under capitalism. For the prog-
ress that it has brought with it has not,
as is so often contended, been diverted
to the benefit of a small class. It has
been diffused throughout society and
is likely to be still more so, now that
employers are beginning to recognize
that prosperous working classes, with
high wages in their pockets, are the best
markets for mass production. But even
in England where conventions and relics
of feudalism long held back the prosper-
ity of the manual workers, the wealth
created by capitalism was showered
over the whole community, during the
century before the war. Sir Josiah
Stamp, the well known authority on
statistical investigations, states in his

work on “Wealth and Taxable Ca-
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pacity”™ (p. 94) that “the ordinary per-
son of today is four times as well off in
real commodities as the person in the
corresponding stage in the scale in the
beginning of the Nineteenth Century.”
He lays stress on the fact that the in-
crease in wealth has been “evenly shared
by all classes of the population.™

So much has capitalism done for us,
in spite of wars and strikes and other

foolish obstructions and interruptions. If
only we had the sense to work together,
to make something better of it, instead
of trying to reform it by overturning
it in favor of experiments which might
admittedly make us “‘worse off,” its
power to increase our material comfort,
to say nothing of moral and spiritual
progress, in the century that is coming,
is quite incalculable.

THE FUTURE OF THE GAS INDUSTRY

[Continued from page 166]

favorable rate and service conditions, the
advantages of gas are so pronounced that
its use as an industrial fuel may easily
take the lead over all 1ts other uses.

DEVELOPMENT IN HOUSE HEATING

One of the most outstanding recent de-
velopments is in the field of house heat-
ing. Whecrever gas men meet it is one
of the principal topics of discussion. The
trade magazines are full of it. The
public is showing keen interest and in-
quiries are coming in from all sides. One
does not need to look very far ahead to
sce gas for house heating a large factor
in the plans of every gas company. A
sufficient number of installations have al-
ready been made to warrant the belief
that the public will welcome this new
application as rapidly as it can be made
economically available.

Expert authority says that in the
average houschold furnace a ton of raw
coal yields about 12,000,000 heat units,
while the same quantity burned in a
modern gas plant would produce at least
20,000,000 heat units ready for effective
work; and in addition valuable by-
products would be saved which now go
up in smoke through countless chimneys.

When one attempts to visualize the
thousands of residence and apartment
house furnaces in the City of New York,
for instance, many of them in the hands
of unskilful operators, each furnace sup-
plied from a separate coal pile stored on

the premises, each requiring to be looked
after several times a day, one begins to
get some idea of the enormous waste of
fuel and of human energy involved in
operating all of these installations as in-
dependent units, including the expense
and inconvenience of handling and stor-
ing the coal and removing the ashes, with
the resultant dirt and dust that injures
rugs, furniture and draperies and is cer-
tainly not conducive to health or bodily
comfort.

When one contrasts this with the same
number of installations using gas as fuel,
supplied from a central station and,
therefore, not subject to ordinary stop-
pages and interruptions nor to wide
fluctuations in price, absolutely clean and
free from dirt, dust, smoke, soot and
ashes, needing no space for storage, re-
quiring little attention and no labor, with
temperatures automatically maintained
at any desired point night and day, one
gets some measure of the potential value
of gas as a conserver of human and ma-
terial resources and realizes that the in-
dustry’s slogan, “You can do it better
with gas,” is no empty phrase.

Here is a vision of the future—
whether of the near or of the distant
future depends upon factors that cannot
now be precisely evaluated. At any
rate, mcasurable progress has already
been made toward its fulfillment, and its
complete realization should present no
greater difficulties than were encountered
at similar stages by other services and
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facilities which are now commonplaces
of our everyday life.

One “fly in the ointment™ with re-
spect to the house heating business, from
the gas company standpoint, is that, un-
like the industrial business, it is seasonal,
lasting but a few months a year, and
unless balanced by an equal amount of
summer load, a considerable portion of
the manufacturing plant will be idle a
large part of the year. However, as it is
expected that the house heating load will
be taken on gradually it should be pos-
sible to build up a corresponding summer
load and in this way level off the peaks
and fill up the valleys of the load curve.
In water heating and in gas refrigeration,
which latter is just coming to the fore—
to mention but two possibilities—there is
already promise of a summer business
that will tend to equalize the winter load
of house heating by the time that be-
comes of substantial proportions. The
situation is a challenge to the enterprise
and initiative of the industry which may
be relied upon to cope with any dif-
ficulty.

Enough has been said, the writer
thinks, to show that that ancient buga-
boo, the so-called “saturation point,™
holds no immediate threat to the indus-
try as a whole.

THE QUESTION OF RATES

Before gas can reach the point of
fullest utilization, however, it must be
freed of certain legislative restrictions
that still hamper it in some places. For
example, the old “flat™ rate, established
years ago when gas was used for but one
purpose—lighting—served well enough
as long as this condition prevailed, but it
acts as a brake upon the development of
the service along economic lines under
present-day conditions of diversified use.
Yet it still remains imbedded in some of
our statutes. It should be eliminated,
and gas companies, under proper super-
vision of public authority—that is, the
public service commissions of the various
states—should be permitted to adopt
rate schedules that are sufficiently flexible
to allow an equitable allocation of charges
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among the several classes of consumers,
so that one class will not be penalized
or favored as compared with another,
but each will have a rate that encour-
ages the maximum use of the service.
The extension of gas into the industrial
and commercial ficld, into house heating
and other large installations, makes
scientific rate structures of paramount
importance; for it is generally recognized
that one way to lower costs in any in-
dustry is through economies effected by
large-scale production.

The same is true of standards of qual-
ity. These, like the approval-and fixing
of rates, should be left to the state com-
missions, created for this purpose. Arbi-
trary interference of the legislature,
ignoring and overriding its own agent,
the public service commission, is unjus-
tifiable and invariably gives rise to long-
drawn-out and costly litigation—costly to
company and public alike—and is
inimical to progress for it consumes the
cnergies of officials and employes who
should be more usefully engaged. What-
ever the outcome of such litigation, one
fact can hardly be disputed: Legislatures
102

have neither the time nor the facilities
to deal adequately with such intricate
and technical problems as utility rates
and service standards. Serious as thcse
drawbacks are as affecting the interests
of individual companies, however, they
have only a minor bearing on the future
of the industry at large, for they will
undoubtedly give way in time to a fairer
and more enlightened policy based upon
considerations of the general welfare and
sound economic principles. To hasten
this consummation is one of the prime
objectives of the industry.

Although the writer has done no more
in this brief survey than touch upon
some of the channels through which gas
is finding new and enlarged outlets, he
has made it clear, he hopes, that the
industry is in the full tide of strength and
vigor and that its future rests upon firm
and secure foundations. It is better or-
ganized than ever before, is alive to its
opportunities, is animated by the spirit
of service, and is striving to put itself
in position where it can lighten the bur-
dens of future generations even more
than it has those of the past.
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INSTALMENT FACTS REFUTE INSTALMENT
FANCIES

[Continued from page 170}

but has been so vigorously opposed by
the dealers that it is no longer in favor
anywhere and bids fair to pass from the
scene altogether when its unsoundness is
generally recognized. It was adopted,
of course, as a sales stimulant, but has
been conspicuously disappointing in that
respect. Only one of the subsidizing fac-
tories has gained materially in its pro-
portion of the industry’s production, and
several have lost, while on the other hand
notable advances have been scored by
manufacturers who do not subsidize. In
the meantime the well managed inde-
pendent company has been able to carry
on at normally profitable rates, and even,
here and there, to increase its proportion
of the business, which has further dem-
onstrated the wunavailing nature of
specious rates as a buying incentive. This
evil, too, is therefore curing itself from
within and cannot be pointed to as a
symptom of demoralization but merely
as a passing phase in a generally sound
process of evolution.

THE PITFALLS OF INSTALMENT SELLING

Let no one imagine, however, that be-
cause instalment selling looks sound
from within it has no pitfalls or limita-
tions. Like every other credit plan it
is only safe because it is kept so, and the
process of surrounding it with proper
safeguards is both laborious and costly.
In the automotive field, for example,
where losses, in round figures, average
some $2.22 per car financed it costs an
average of $28.78 to keep them within
such trivial limits—and the omission of
any of the operations involved in that
cost will inevitably reflect itself in a
disproportionate increase of the loss
ratio. Any effort to expand its field
without recognition of sound credit
principles will be disastrous. Any at-
tempt to skimp its protective procedure
within its present field will end in grief.
It is a highly specialized business and if

not made safe can be exceedingly unsafe.
It does not lend itself logically to mer-
chandise of no enduring value and no
ready resale market. Automobile financ-
ing is safest among cars that combine
great durability with an active demand.
It would be impossible with a car of
only one year's life or one with no de-
pendable resale value. It is impossible
today on used cars so old as to come
within the latter category.

The same principle must apply in
other lines if instalment selling is not
to get us into trouble.

MERCHANDISE MUST BE LIQUID
COLLATERAL

The merchandise itself must be liquid
collateral. The buyer's original equity
must be sufficient to give him a proper
incentive to pay out. The balance must
be in such proportions as will stimulate
the buyer's incentive toward ultimate
ownership and decrease the seller's
equity at a much more rapid rate than
the market depreciation of the property.
The period of the transaction must be
limited to the reasonable period of orig-
inal service of the merchandise, i. e., its
period of service without parts renewal
or repair. When it runs beyond this
the maintenance cost may absorb the
sums required to meet unpaid instal-
ments.

Using the motor vehicle as an illus-
tration once more—terms exceeding
twelve months are unsound for all these
reasons and one of their chiefest hazards
is the repair bill that so often stares the
buyer in the face after the first year’s
use. Often the buyer of this class can
pay for the car or for the repairs but
not for both and without repairs the
car is not worth owning, so perforce he
lets it go.

These considerations underlie all safe
use of the instalment method. Apply
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them and back them up by proper credit
selection and alert collection methods
and you do the world a service, if we
may judge from the eftects to date of
‘nstalment sales on American industry.
Disregard them or apply them with hap-
hazard methods of selection and control

and you enact an economic crime. The
present agitation has value in so far as
it focuses our thought on the indispen-
sability of these factors. If it leads to
any hasty conclusions, adverse to instal-
ment sales as such, it will do incalculable
harm.

SOME THOUGHTS ON OLD COINS

[Continued from page 173]

brought $20.25 at auction. An uncircu-
lated coin of this date, of course, would
sell at a much higher figure.

Next in rarity are the dimes of 1797,
1800, 1801 and 1802, for which $5 each
is offered for fine coins, while the 1798
and 1803 are listed at $3.50 and the
1796 and 1822 at $2.50 each. The 1805
dime is appraised at $1 and that of
1807 at $1.50. For the 1809 date $2 is
offered and for the 1811 and 1846 the
quotation is 75 cents each. It is espress-
ly stipulated, however, that the coins
must be in fine condition. There are
also small premiums on all other dimes
down to 1829, and also on the 1879,
1880 and 1881 issues provided they are
in uncirculated or proof condition.

There always is a small premium on
all proof coins and in the dime series all
such coins from 1858 to 1881 are grow-
ing increasingly hard to secure. This
also is the case with a number of other
dates which have so far not been allotted
space in dealers’ buying lists. From all
indications it appears that the dimes from
1830 to 1837 and the Philadelphia mint-
age from 1863 to 1867, provided the
coins are in fine to uncirculated condi-
tion, will shortly have to be advanced to
the premium division to enable dealers

to replenish their stocks.

Within the last few years there has
been a considerable growth in the ranks
of United States coin collectors and as a
natural result numismatists find it in-
creasingly difficult to secure the earlier
issues. In addition to this, many col-
lectors are now specializing in coins
which have passed the century mark,
thus making greater inroads on the issues
struck prior to 1830. This has been
particularly noticeable in the absense of
many of the early dates in the silver half
dime, dime, quarter dollar, half dollar
and dollar series in most of the public
coin sales held during the last year.

The tendency toward growing scarcity
of the early silver issues is probably best
demonstrated in the case of the half dol-
lar of 1794. A few years ago this coin
could be readily purchased in very good
condition, for about $4.50. The same
coin, in a similar state of preservation,
when now offered at auction, usually
falls to bids of $12 to $15. In finer con-
ditions it naturally brings more. A sim-
ilar advance is also shown by some of the
dimes and half dimes struck prior to
1800. Quarters minted before 1830 have
also been affected, although to a lesser
degree.
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BANKING AND COMMERCIAL LAW

[Continued from page 178]

N.W.293, 36 L.R. A. 232, 57 Am. St.
Rep. 556, holds that, when the payee of
a negotiable promissory note transfers it
by indorsing thereon a guaranty of pay-
ment, the purchaser is an indorsee, with-
in the rule protecting an innocent pur-
chaser of such paper for value, and be-
fore maturity, against defenses good be-
tween the original parties. Full authori-
ties are cited in the opinion.

The indorsement is an enlarged lia-
ability. This is now held to be so by the
great weight of authorities, both by the
law merchant and the Negotiable Instru-
ments Law. The indorsements in some
cases are, "I hereby guarantee the pay-
ment of the within note,” and others
are as in the present case, with the ad-
dition, “demand, notice, and protest
waived; payment guaranteed by the un-
dersigned.” Myrick v. Hasey (1847) 27
Me. 9, 46 Am. Dec. 588; Robinson v.
Lair (1870) 31 Iowa, 9; Kellogg v.
Douglas County Bank (1897) 58 Kan.

43, 48 P. 587, 62 Am. St. Rep. 596;
Helmer v. Commercial National Bank
(1890) 28 Neb. 474, 44 N. W. 482;
Bank of Woodstock v. Kent, 15 N. H.
579; National Exchange Bank v. Mc-
Elfish Clay Mfg. Co., 48 W. Va. 406,
37 S. E. 541; First National Bank v.
Shaw (1909) 157 Mich. 192, 121 N. W.
809, 133 Am. St. Rep. 342; Elgin City
Banking Company v. Zelch (1894) 57
Minn. 487, 59 N. W. 544; Mullen v.
Jones, 102 Minn. 72, 112 N. W. 1048.
The states that now hold that the in-
dorsement passes title free from de-
fenses, are Georgia, Iowa, Maine, Michi-
gan, Minnesota, Nebraska, North Da-
kota, Oklahoma, Oregon, and many
others.

The reason of the conflict and chaos
we think perhaps the question by the
law merchant made the matter doubtful
although the weight of authorities does
not so indicate; but, under our Nego-
tiable Instruments Act, we think it clear
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that the indorsement carried the title and
the holder was one in due course with
an enlarged liability.

For the reasons given, there is no
error.

DRAWER DISCHARGED BY
DELAY IN PRESENTMENT
OF CHECK

Northern Lumber Co. v. Clausen,

Supreme Court of Iowa, 208
N. W. Rep. 72.

The holder of a check is under an
obligation to present it to the drawee
bank for payment within a reasonable
time. His failure to comply with this
obligation will discharge the drawer from
liability on the check in the event that
the drawer is in any way damaged by
the delay. The insolvency and closing
of the drawee bank before the check is
presented is about the only thing that
can happen in this regard to cause a
loss to the drawer. When this occurs,
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the drawer will be relieved from liability,
whereas, if the check had been presented
promptly, the drawer would have re-
mained liable.

Where the person to whom a check is
delivered is in the same town in which
the drawee bank is located, the law re-
quires that he present the check for
payment not later than the day after it
is received by him.

In the present case, the defendant de-
livered a check to the plaintiff, which
check was drawn on a bank at Esther-
ville, Iowa, the town in which the plain-
tiff was located. Instead of presenting
the check to the drawee for payment, the
plaintiff forwarded it to a bank in Min-
neapolis. The bank on which the check
was drawn failed four days after the
check was delivered to the plaintiff and
the check was returned protested. It
was held that the check had not been
presented within a reasonable time and
that the drawer was discharged from li-
ability.

Action to foreclose a mechanic’s lien.



On trial, the district court refused the
prayer of plaintiff’'s petitton and dis-
missed the same. Plaintiff appeals. Af-
firmed.

OPINION

ALBERT, ]J.—Appellant is a cor-
poration, with its principal place of busi-
ness at Estherville, Iowa, engaging in the
sale of lumber and building materials.
It has a local yard at Gruver, Iowa, a
small town seven miles distant from
Estherville.

In the spring of 1923 appellee
Clausen bought lumber and building
material from appellant under contract,
the bill for which amounted to approxi-
mately $3125. Various payments were
made on the account, and July 24, 1923,
appellee executed and delivered to ap-
pellant his check for $600, drawn on
the Estherville State Bank of Estherville,
TIowa. This check was delivered to one
Anderson, the agent of appellant at
Gruver, who, on the same day, trans-

mitted it to the general office at Esther-
ville. This check was not then presented
to the Estherville State Bank for pay-
ment, but, on the same day, was forward-
ed by appellant to the First National
Bank of Minneapolis. It reached the
Minneapolis bank on July 25, on which
date the Minneapolis bank mailed it to
the Estherville State Bank. The record
is silent as to the time said check reached
the Estherville State Bank. It is stipu-
lated that the Estherville State Bank
closed its doors on July 28, and was
taken over at that time by the state bank-
ing department. The $600 check was
protested and returned by the state
bank examiner to the First National
Bank of Minneapolis. It is also stipulated
that at the time said check was drawn,
and at all times thereafter, Clausen had
on deposit, in the Estherville State Bank,
a sum much in excess of the amount
called for by said check. The Minne-
apolis bank returned the check to the
appellant at Estherville.
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down, appellant’s claim is that appellee
owed ‘the sum of approximately $600.
The appellee says that he paid this
amount in the check for $600 above re-
ferred to. The burden of proof is on
the appellant, in this instance, to prove
his claim unpaid, and he is entitled to
meet any evidence of appellee proving
payment by any evidence available which
shows nonpayment. Therefore, when
appellee tendered his evidence showing
payment by these two $500 checks, the
burden still rests on the appellant, and
he has the right to introduce any evi-
dence which will sustain his burden of
proving the account unpaid. We are,
therefore, of the opinion that appellant
had the right to show that, even though
this money was paid to him, such pay-
ment was not made to apply on the
account in controversy, and that there-
fore no reply was necessary.

As to testimony regarding an agree-
ment that the protested $600 check was
to be paid by deducting that amount
from the two checks making the $1000
payment, the evidence is in hopeless con-
flict. It is our opinion that appellant has
not sustained his burder of showing said
agreement, and, therefore, must fail on
the claimed agreement.

It is the claim of appellee that the
balance of said account has in fact been
paid by the $600 check above referred
to. He bottoms this contention on the
proposition that, having issued the check
on July 24, 1923, on the Estherville
Bank, at Estherville, Iowa, the principal
place of business of appellant, if appel-
lant had presented said check for pay-
ment at the Estherville bank within a
reasonable time after receipt of same, it
would have been paid in full; but the
bank on which the check was drawn was
closed and the check dishonored through
the negligence of appellant, and the loss
caused thereby is, therefore, on appel-
lant. In other words, if the check had
been presented to the Estherville bank
the day it was received, or the day there-
after, the evidence shows it would have
been paid in full. Instead of so pre-



Season.

guaranteed.

senting it, appellant forwarded the
check to the First National Bank at
Minneapolis, some 200 miles distant,
and, so far as the record shows, it was
not in fact presented to the Estherville
bank until after it had closed its doors.

Section 9647, Code of 1924, which is
identical with section 3060a186, Supp.
1913, reads:

“A check must be presented for pay-
ment within a reasonable time after its
issue, or the drawer will be discharged
from liability thereon to the extent of
the loss caused by the delay.”

The question therefore is, what is a
reasonable time for the presentation of a
check under the above section of the
statute? and, secondly, as applied to this
case, was this check presented within a
reasonable time after its issuance? If not
so presented, then the drawer is released
from liability, and he would be entitled
to charge the same against the appellant,
or, in other words, to have it credited
to his account, regardless of whether ap-
pellant received the proceeds of the
check. Forwarding a check by a cir
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cuitous route may, as a general rule, be
said to constitute negligence, except
where the check reaches its destination as
soon as if sent direct to the bank. Brady's
Law of Bank Checks, p. 101, § 74; 8
Corpus Juris, 543, § 754; Savings Bank
v. Moodie, 110 N. W. 29, 113 N. W.
476, 135 Iowa, 685. It may be said in
passing that we are not dealing with the
question of the indorser of a check in
the instant case.

It is a well settled proposition of law
that, where a person receives a check in
the town where the drawee bank is lo-
cated, it must be presented before the
close of the next business day. Brady's
Law of Bank Checks, p. 98, § 72; 8 Cor-
pus Juris, §§ 753, 754. Ordinarily the
question of whether presentation of a
check has been made within a reasonable
time is a fact question. This case being
in equity, and triable de novo here, by
application of the above rules governing
such matters, we are abundantly satisficd
that said check was not presented within
a reasonable time, as provided for by the
above-quoted section of the Negotiable
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Instruments Law. This being true, the
loss which occurred must fall upon the
appellant. The loss having fallen on ap-
pellant, the $600 balance due on account,
represented by said check is paid; there-
fore, there would be no right on the part
of appellant to take the $600 out of the
$1000 to offset the $600 check. The rul-
ing of the district court in dismissing the
appellant’s petition was right.
Affirmed.

PAYMENT OF CHECK DRAWN
TO THE ORDER OF TWO

PERSONS
Dewey v. Metropolitan Life Insurance
Co., Supreme Judicial Court
of Massachusetts, 152
N. E. Rep. 82.

Where a check is payable to the order
of two persons jointly, it may be dis-
charged by payment on the part of the
drawee bank to one of the payees, pro-
vided the bank pays without notice of

-

any lack of authority on the part of the
person receiving payment.

The Negotiable Instruments Law pro-
vides that “where an instrument is pay-
able to the order of two or more payees
or indorsees, who are not partners, all
must indorse unless the one indorsing
has authority to indorse for the others.”
It is held, however, that this provision
refers to the transfer of an instrument
and has no application to the effect of a
payment to one of several payees.

In the present case, a check signed
by the defendant company, representing
the proceeds of insurance policies, was
payable to the order of John F. Ryan
and Mary Dewey, the latter being the
plaintiff in the case.

Ryan cashed the check and it was col-
lected from the drawee bank. At the
time when it was cashed, it bore his in-
dorsement and the indorsement of Mary
Dewey by mark. The plaintiff denied
the genuineness of her indorsement and
the jury found that she did not indorse
the check. Apparently, there was no
finding as to whether she had authorized
Ryan to indorse for her.
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The plaintif brought this action
against the drawee bank to recover the
amount which represented her interest
in the proceeds of the check. In ac-
cordance with the rules stated, it was
held that the defendant bank was not
liable. Notwithstanding this decision, it
would seem to be a proper precaution
on the part of a drawee bank, in paying
a check drawn to the order of two per-
sons jointly, to make sure that the check
is indorsed by each payee and that each
indorsement is made by the proper
payee or by his authority.

Action by Mary Dewey against the
Metropolitan Life Insurance Company.
On report, after directed verdict for de-
fendant. Judgment on verdict.

OPINION

PIERCE, J.—This is an action of con-
tract upon a check drawn by the de-
fendant upon the Metropolitan Bank of
New York, dated November 24, 1914,
payable to the order of John F. Ryan
and Mary Dewey, for the sum of
$768.98 “in full of all claims and de-
mands under” two industrial insurance
policies on the life of Ellen Dewey, the
mother of the plaintiff. At the close of
the testimony, on the motion of the de-
fendant the judge directed a verdict for
the defendant, and, subject to the plain-
tiff’s exception, the jury returned a ver-
dict for the defendant.

“It was thereupon agreed by the
parties that * * * [the judge] should
report the case to the Supreme Judicial
Court and that if that court should be
of opinion that the direction of a ver-
dict for the defendant was wrong, the
verdict should be set aside and judg-
ment entered for the piaintiff for the
sum of $393.98, with interest thereon at
6 per cent., per annum from Scptember
23, 1915, and costs, and if that court
should be of opinion that the direction
of a verdict for the defendant was right,
there should be judgment on the ver
dict.”

The pertinent facts in support of the

plaintiff’s case are as follows: In 1892,
and again in 1894, the plaintiff took out
a policy of industrial insurance on the
life of Ellen Dewey, her mother, in the
defendant company, “with no named
beneficiary but payable to a blood rela-
tive or other lawful beneficiary.” The
policies contained the provision that “‘the
policies and all premium receipt books
must be surrendered before payment
claimed.” From the several dates when
the policies issued until the insured died,
in November, 1914, all premiums were
paid to the defendant’s agent by the
plaintiff directly or through one Timothy
Ryan or his son, John F. Ryan. There
was an arrangement between the Ryans
and the plaintiff whereby the Ryans held
the policies for safe-keeping, paying the
defendant company the premiums regu-
larly each week and the plaintiff reim-
bursing the Ryans for all expenditures
made in her behalf. John F. Ryan of-
ficiated as undertaker at the funeral of
Ellen Dewey, and the plaintiff made an
oral agreement to pay him the sum of
$175 for the expense of the funeral upon
the receipt by the plaintiff of the de-
fendant's check for the amount due on
the policies. At the same time the plain-
tiff authorized Ryan “‘to instruct the de-
fendant company, through its local of-
fice, to make out its check to the plain-
tiff and said John F. Ryan jointly,” and
the said John F. Ryan was to call at the
defendant’s Holyoke office to get the
check when it should come and bring it
to her at her home so that the two
payees could go together to a bank and
cash it, and out of the proceeds Ryan
was to get the said sum of $175 and the
plaintiff the balance. "It was agreed
that the said check was issued in pay-
ment of claims under the above men-
tioned policies and that the plaintiff au-
thorized the making of the check to
herself and Ryan jointly, and its delivery
to Ryan.” It further appeared in evi-
dence that Ryan received the check about
the time of its date and cashed it at the
Union Trust Company in Springfield,
Massachusetts, on March 23, 1915; that
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when deposited it bore on its back the
name of John F. Ryan as indorser, and
the name of Mary Dewey, by mark, as
indorser. The genuineness of the signa-
ture of the name of Mary Dewey by
mark was denied by the plaintiff, and
the jury found that she did not indorse
the check.

A check is a bill of exchange drawn
onabank. G.L.c.107, §208. Assuch
it is a negotiable instrument. G. L. c.
107, § 23. The rule deducible from
the cases is that a payment of a bill at
maturity, in full, by the acceptor or
other party liable, to a person having a
legal title in himself, and having the
custody and possession of the bill ready
to surrender, and if the party paying has
no notice of any defect of title or au-
thority to receive, the payment will be
good.

“* * * Fajth is given to the holder,
mainly on the ground of his possession
of the bill, ready to be surrendered or
delivered, and the actual surrender and
delivery of it upon the payment or trans-
fer." Shaw, C. J., in Wheeler v. Guild,
20 Pick. 545, at 553, 32 Am. Dec. 231.

It is a general principle that one of
several joint obligees may discharge an
entire claim by the receipt of payment
of such claim (Allen v. South Penn. Oil
Co., 72 W. Va. 155. 77 S. E. 905, Pier-
sons v. Hooker, 3 Johns. [N. Y.] 68, 70,
3 Am. Dec. 467), and that a bill or note
payable to two or more persons jointly

may be made to either of them and the
debt be thereby extinguished. Park v.
Parker, 216 Mass. 405, 103 N. E. 936;
Bruce v. Bonney, 12 Gray, 107, 111,71
Am. Dec. 739; Wright v. Ware, 58 Ga.
150, 152; 30 Cyc., and cases cited under
note 24.

The provisions of G. L. c. 107, § 64,
that, “where an instrument is payable to
the order of two or more payees or in-
dorsees who are not partners, all must
indorse, unless the one indorsing has au-
thority to indorse for the others,” is but
a statement of the common law as it was
understood in this commonwealth before
the passage of the Negotiable Instru-
ments Law (St. 1898, c. 533, § 41; Smith
v. Whiting, 9 Mass. 334), and has no
application to the effect of a payment to
one of several joint obligees or payees.

It follows that, by the payment to
Ryan, by the bank, of the full amount
called for by the check, it was discharged
and canceled; and that the contractual
rights of the insurance company, which
were created by the delivery of the check
to the authorized agent of the plaintiff,
were extinguished on the delivery of the
check to the bank, when it cashed it
without notice of any limitation on the
right of Ryan to receive the proceeds
of it.

The direction of a verdict for the de-
fendant was right, and judgment is to be
entered on the verdict, in accordance
with the agreement of parties.

Judgment for defendant.

MAKING THE CREDIT INVESTIGATION
[Continued from page 180]

portant to him in making friends with
these junior clerks, as it is in interview-
ing big men. In interviewing a bank,
the investigator must think fast, watch
for slips and after answering a shrewd
question should be ready to come back
in a quick courteous way with one of
his own equally as shrewd. He has to
do his thinking when interviewing his
&

man and not think up questions he
should have asked when the interview is
all over.

GETTING INFORMATION FROM THE
BROKER

With regard to the broker information
obtained is chiefly statistical, along the
folicwing lines:
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Copies of statement for past three
years.

Operating figures.

Form of offering.

Worth of indorsers, if indorsed.

Maximum and minimum outstandings
for past two years and time of same.

Amount out today.

Trade selling the company.

Recent advice of company's progress.

Details of any statement item not
clear.

Banks buying the paper in large
amounts.

These of course, are also stock and it
is up to the investigator to raise common
sense questions as they occur to him.

INTERVIEWING TRADE SELLING THE
COMPANY

In interviewing trade selling the com-
pany the following stock questions are
given:

How long have you been selling them?

What is the highest credit?

What limit have you set?

On what terms do you sell?

On what basis do they pay?

What do they owe today?

Is anything past due?

Do they live up to contracts?

Do you have trouble with them over
merchandise?

Are you acquainted with the manage-
ment and what is yo r impression of
them as merchants?

INTERVIEWING COMPETITORS

As to the competitor, it is usually
difficult to get him to talk. The points
to endeavor to cover are:

Opinion of product.

Merchandising polictes.

Future of product.

Management of company.

In the case of obtaining an outside
opinion on paper names, the questions
asked of a bank are much the same as a
bank of account, except you are interest-
ed in the amount of paper purchased and
how recently rather than amount of line,
balances and steadiness of borrowings.

BUSINESS HOLDING UP DESPITE SKEPTICISM

[From the monthly bulletin on economic and financial conditions published by the
National City Bank of New York]

D ESPITE the skepticism as to the out-

look that has been continuously dis-
played during the last six months, and
the handicaps of weather, falling com-
modity prices and a bear stock market
much of the time, business has displayed
a vitality that gives much assurance as
to the soundness of its foundations. Al-
ready many of the prophets of building
decline have gone astray because they
have failed to recognize that the present
building boom is founded not alone upon
the shortages accumulated during the
war, but is the result also of the great
changes that have taken place in stand-
ards of living and in standards of ef-
ficiency in industry. These changes
have rendered our dwellings and office
buildings and factories obsolete, and
necessitated the reconstruction of large
sections of our cities and our manufac-

turing plants to conform to more mod-
ern ideas and requirements.

After all the fundamental cause of our
prosperity over the last few years is not
to be found in the activity of any one
industry cor group of industries, but
rather in the great increase in per cap-
ita production which has made it pos-
sible for each worker to share in a larger
way in the returns from industry, and
thus maintained consumption on a level
equal even to the high level of produc-
tion. This general state of well being,
together with the growing diversification
of industry, has contributed to increased
stability and made business less suscep-
tible to shocks at any given puint. The
present situation is conspicuous for the
absence of the usual premonitory symp-
toms of depression, price inflation and
tight money.
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THE FINANCIAL AND ECONOMIC
SITUATION ABROAD

By WnLiaM HAayes

AILLAUX has crowded Pilsudski
off the center of the European

. stage. After his volcanic erup-
tion from political smoldering, the
Marshal has slowly died down. “The

wizard” got his chance when, after the
resignation of the ninth Briand ministry,
and the failure of both Briand and Her-
riot to form ministries, Briand formed
his tenth cabinet with Caillaux as
Finance Minister. M. Caillaux was not
Briand’s choice. He was only invited
after Poincare had refused the finance
ministry, partly, it is believed, because
he opposes the Mellon-Berenger debt
agreement to which the government is
committed, and partly because he does
not believe the French finances can be
straightened out without further inflation
or a moratorium—and he does not care
to be the Finance Minister under which
either of these measures originates.
M. Caillaux, ‘before accepting, insisted
that he be allowed a more or less free
hand in directing the financial policies
of France while he holds office as
Finance Minister.

The complete cabinet is as follows:
Premier and Minister of Foreign Affairs,
Aristide Briand; Finance Minister, Jo-
seph Caillaux; Minister of Justice,
Pierre Laval; Minister of the Interior,
Jean Durand; Minister of War, General
Guillaumat; Minister of Marine, George
Leygues; Minister of Education, M.
Nogaro; Minister of Public Works,
Daniel Vincent; Minister of Agriculture,
M. Birnet; Minister of Commerce, M.
Chapsal; Minister of Colonies, M.
Perrier; Minister of Labor, M. Dura-
four; Minister of Pensions, M. Jourdain.

Part of Caillaux's “‘wizardry™ is simple
economy. The first thing he did after

his appointment was to send a circular
letter to the other ministers reminding
them that they must restrict to the mini-
mum the number of thetr assistants and
aids.

Another of his pet projects is the
magician’s transformation of the floating
debt into currency. He wants to pay
off the floating debt as it falls due by
further issues of currency by the Bank
of France, thus removing the sword that
is always hanging over the head of the
treasury in the form of large blocks of
floating debt liable to be presented for
redemption. At the same time, such a
metamorphosis of debt into currency
would save interest charges, lifting a con-

_siderable burden from the backs of tax-

payers. But all this requires further in-
flation.

HEAD OF BANK OF FRANCE OUSTED

It is well known that M. Robineau,
governor of the Bank of France, is set
against inflation, and against the use of
the gold reserve of the bank as a crutch
to help the limping franc. He must be
got rid of if Caillaux is to carry out his
plan to make the Bank of France a part
of the Finance Ministry. Therefore,
Caillaux’s second act was to dismiss M.
Robineau, putting in place of him M.
Moreau, director general of the State
Bank of Algeria. M. Picard, vice-
governor of the Bank of France, has been
appointed director general of the State
Bank of Algeria, in place of M. Moreau.

Where M. Caillaux (and the whole
ministry) is most likely to meet defeat is,
however, not on this inflation question,
nor on his methods of taxation, although
they are as distasteful to the Socialists
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as a red flag to a bull, but on the debt
funding agreement with the United
States. M. Caillaux has little approval
of the settlement—for it represents the
accomplishment of a task at which he
failed—he realizes that now the agree-
ment is signed and ratificd by the United
States, the important part of France’s
work at present is to ratify the agree-
ment. Then she can begin to give at-
tention to her internal affairs. In the
latter part of June, on a vote of confi-
dence, the government was upheld by
the absention of the conservatives from
voting. They refrained until they should
have some declaration from the govern-
ment on this vexing question of the debt
agreement.

The opposition is very substantial. The
French public has fastened its attention
on this as the tangible cause of all the
financial difhculties. But it isn’t, as is
evident from a glance at the figures.
France's total debt has a face value of

300,000,000,000 gold francs. Of this
only about one-tenth, 41,000,000,000
gold francs is external debt—and the
external debt includes also the money due
Great Britain. Bringing the debt down to
its value in paper francs, the internal
debt amounts to 56,000,000,000, and the
external debt (reduced by the settle-
ments) to about 23,000,000,000. It is
the internal debt, for which no pro-
vision has been made, that is making the
trouble. By this means, France has lost
her credit both at home and abroad, as
was amply demonstrated by the failure
of M. Caillaux’s 4 per cent. gold loan
last fall. The failure cannot be blamed
on lack of confidence in the stability of
the franc, for it was based on gold.

How substantial this opposition to the
debt agreement is may be judged from
the fact that on July 11, French veterans
of the war held a parade as a gesture of
protest. In spite of the refusal of the
American volunteers to the French
army (men who joined before the United
States entered the war) who told the
French veterans that such a parade would
be an insult to the United States, the
maimed and the blind as well as the
fairly able bodied marched to the statue
of Washington in Paris and laid at the
foot a marble tablet containing a re-
spectful protest.

BRITAIN GIVES FRANCE GUARANTEES

What the French want from the
United States, it is believed, are terms
similar to those included in their agree-
ment with the British, signed on July
13. At the time of writing the details
of this settlement were not available,
but, it was said to include: A clause
providing for the reconsideration of the
whole agreement, if France's ability to
pay should be reduced by default of
Germany in payment of reparations; a
clause providing for delays in payment,
if such payment would injure franc ex-
change; and a guarantee that the debt
will not be commercialized and passed on
to any third party.
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For the United States to add a clause up a plan to “save the franc” has made

similar to the first would be to invite its report.
Britain to ask for a similar clause. Then The summary of the plan as given in
if Germany did fail to make the pay- the New York Times gave three objec-
ments contemplated by the Dawes Plan, tives: First, perfect balancing of the bud-
the United States would be left to do the get; second, relief of the treasury; third,
“clean up” work, and to bear this loss. stability of the national money. To ac-
This would naturally be unacceptable. complish these there must be:

The second clause it seems could rea-
sonably be included in the agreement
with France. Certainly the United
States does not want to exact payments
from France if they would throw a
wrench into the exchange machinery.
This is of course assuming that French
exchange is stabilized, as there now seems
some hope it will be. It would be only
reasonable to invest the funds collected,
in France until they can be transferred.
It is almost certain that the United
States would do this without a clause in V3PS }? f thﬁ b;nkkto the state, 50 as €0
the funding agreement, but if the inser- strengthen the bank note COVT:' h
tion of the clause will remove some of 5. Relx.ef of the treasury by the re-
the bitterness of the French, there seems Organization of a large part of the float-
to be no good reason why it should not N8 debt and its administration by a
be included. It would probably necessi- ScParate sinking fund. i
tate the appointment of a transfer com- 6 Voluntary effort at the consolida-
mission, and it is to be expected that tion of the short term national defense
France would pay the expense of the and treasury bonds. _
administration of this commission. This 7. The rgalxzatlon as soon as possible,
would not in any way impair the collec-  with the aid of the bank, of monetary
tion of the debt, but would rather facili- stability. '

1. Improvement of the taxation system
so as to give a quicker and larger return
and to provide about 4,000,000,000
francs in new revenue.

2. Energetic compression of state ex-
penditure.

3. Cessation of the system of advances
from the Bank of France to the state to
cover new expenditure, that is, no
further inflation.

4. A gradual reduction of the ad-

tate it. 8. Preparation for the return of cap-
The commission of eight bankers, ital, by obtaining credits abroad.
three business men, and two economists, 9. Drafting an economic policy which

which was appointed last month to draw  will prevent in some measure, the dif-
209



Paid-up Capital . .
-Reserve Fund - - -

S

"INCASSO-BANK
AMSTERDAM

ROTTERDAM-THE HAGUE

39 other Branches throughout HOLLAND
Established 1891

Every Class of Banking Business Transacted
Telegraphic Address: INCASSOBANK

ﬂ

Fl. 25,000,000
Fl. 6,361,700

>

ficulties which attend the return to sound
money.

In noticing briefly the appointment of
this committee in these columns last
month, the remark was made that “it
can easily be prophesied that the com-

mission will suggest a plan for ‘the °

restoration of financial stability that is
sound, but that political difficulties will
interfere with its adoption.” Note the
similarity of this to the headline over
the news about the report “Plan to save
franc may be wrecked by the politicians.
Remedies are considered sound, but
danger is seen in the Chamber of Depu-
ties.”

It is expected that the plan will be
opposed by the Socialists and radicals,
for it is “socially unjust™ in its demand
for more taxation, which would fall upon
the poor, according to them. The plan
will also meet stone wall opposition from
those who oppose the debt agreement,
for the ratification of the agreement is an
essential part of the plan. What France
has lacked and still lacks is not knowl-
edge or plans to find her way out of
the maze of finance, but sufficient unity
of action. Some want to go one way;
some another, and until the majority can
agree which way to go, plans are of little
avail.

How little confidence the financial
community places in the plan is evident
in the fact that the franc keeps right
on falling, reaching another new low.
It was reported a short time before that
that large French balances were being
deposited in New York. So uncertain
was the course of French currency that

210

French manufacturers for a time refused
to quote prices for future delivery in
France, for fear of depreciation of the
franc, while they were at the same time
quoting future prices to foreigners in

terms of gold or a stable foreign money.

The jump in prices during May was
unusually large, amounting to 38 points,
from the 664 reported in April, to 702
at the end of May.

FIRST EXPORT BALANCE FOR NINE
MONTHS

In May, for the first time in nine
months, France exported more than she
imported. The commission to control
and reduce imports seems to be getting
immediate results, for the export balance
of 70,000,000 francs in May was due to
reduction of imports. It is a small sur-
plus, but is much better than the import
surpluses of about ten times that amount
which have been the monthly result of
French foreign trade. The trade balance
in France seems to depend almost entire-
ly upon imports. The exports remain
relatively constant, with fluctuations of
imports causing the wide changes from
an export balance of 2,000,000,000
francs in the first five months of 1925
to a similar import balance in the same
period in 1926.

SOCIALISM IN ITALY

Mussolini has broken into the front
pages of the newspapers again with his
new economic program. Fascism, eco-
nomically, is synonomous with state so-
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cialism. While defending capitalism in
words, Mussolini is actually practising
socialism. His latest act, which came
on the heels of legislation making strikes
punishable, and regulating wages, is an
economy drive, which includes: Addition
of one hour to the working day, to in-
crease production; prohibition of all pri-
vate building of houses of the more ex-
pensive sort for one year; prohibition of
the opening of any new bars, cafes,
saloons, night clubs, etc., for an indefinite
period; prohibition of newspapers of over
six pages; mixing all gasoline for motor
cars with nationally produced alcohol.
This is an attempt by a more or less
autocratic government to do what the
state socialists contend all governments
should do—regulate production from a
central source to eliminate the wastes of
the loosely organized capitalistic sys-
tem. For example, in the United States,
coal is shipped from Pennsylvania mines
to Chicago, and other coal produced in
the Illinois mines is shipped to Pennsyl-
vania. This is plainly economic waste.
Numerous magazines exist which have no

economic justification. Much money is
spent in producing bootleg hootch, which
effort might better be spent in producing
useful goods for humanity. When a new
petroleum field is discovered, wells in
great numbers are drilled rapidly at
great expense, the result being that the
pressure is taken off the field, and less
oil extracted than could be if only a few
of the wells were used steadily. These
wastes of the capitalistic system are ad-
mitted by the proponents of the system.
They hold that individual liberty to
work when, where, and in the way one
pleases is more important to individuals
than maximum production. There is no
doubt that men could produce more if
they would let one man direct their labor,
but they prefer to act on their own in-
itiative.

Mussolini is going to give the latter
system at least a trial. First he is going
to cut down the building of expensive
houses and the production of large news-
papers, releasing the men for more es-
sential production. Then he is going to
have those men who do work, work an

211



212

THE BANKERS MAGAZINE

Knauth, Nachod
& Kihne |

Leipzig, Germany

Established 1852

I Seventy-four years of continuous
banking experience

| Commercial and Travelers’
Credits

Foreign Exchange

Securities |

13 Rathausring

LEIPZIG, GERMANY

Cable address
NACHOD, LEIPZIG

hour longer. And he may be successful.
For there is no question but that he has
made progress so far. He has produced
a balanced budget for the first time since
1913, Unemployment has been reduced
from 606,000 to less than 100,000. There
is a surplus in the treasury.

The thing he is attacking by these
measures, however, is the import balance,
which appeared this year. By making
men work longer at essential works he
can at the same time reduce imports,
a}?d stimulate exports, and so remedy
this.

Evidently he is not to accomplish the
lengthening of hours without difficulty.
The executive committee of the General
Confederation of Labor says that the
measure is “‘unnecessary, unjust, provoca-
tive of discontent and useless in improv-
ing the economic position of the coun-
try.” They hold that the industrial dis-
satisfaction is due to other causes, and

can be remedied by cutting down the
earnings of industrial corporations, and
economy in production. It is the same
argument the miners in Britain use—
that if there is to be sacrificing, it must
be done by the employers, not by the
employes.

FASCISTI INVOLVED IN BANK SCANDAL

The Agricultural Bank of Parma,
which has been under investigation since
its closing about the middle of June, has
revealed a great conspiracy in the bank,
and has culminated in the arrest of
almost a dozen prominent politicians and
business men. This arrest is said to
be the first step by the Mussolini regime
to clear up the corruption which is
claimed by some to be widespread in
Italian business life. Roberto Farinacci,
who was until March of this year second
only to Mussolini in the Fascist party, is
blamed for allowing the condition to
arise.

BRITAIN MARKS TIME

Efforts by the government and the
mine owners in Great Britain have failed
to settle the coal strike. Stanley Bald-
win has come out for the eight hour day,
and has been vigorously attacked for it.
The men still refuse to consider a longer
day or any reduction of wages. It looks
as though the strike will be a fight to the
finish. If so, the mine owners will cer- -
tainly win for the simple reason that
their resources are larger than the re-
sources of the strikers.

In the meantime, some coal is being
imported. The prices ot imported coal
are said to be prohibitive. The steel
industry is able to keep up some activity
by the use of gas and imported coal,
but most of the mills are simply closing.
Business is dull also in the textile lines.
Good crops and good agricultural con-
ditions have helped retail trade some,
but wholesale trade is prostrate. Un-
employment is larger, but not as much
larger as might have been expected. It
rose from 9.2 per cent. in April to
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around 15 per cent. in May, and has
further increased since that time.

This choking off of production by the
lack of fuel has made a considerable dent
in England’s foreign trade, thereby weak-
ening her exchange position. Up to the
time of the strike, the Bank of England
had been accumulating gold, money was
easy, sterling was strong, and there was
considerable talk of a reduction of the
discount rate. But the lack of exports
has already weakened sterling and
tightened the money market enough to
stop talk of the reduction. If exports
continue to drop, it is only a matter of
time until gold will begin to be exported.
Even so, if the strike were settled and
there were some hope of business re-
vival, it is believed that the bank would
lower the rate to help business. Until
then, reduction is futile.

Newspaper reports say that the offer-
ings of new loans in London are run-
ning high. This is contradicted by actual
figures, which show a marked decline
from the £28,367,583 in January of this
year to the £10,887,531 in May. Even
so, the flotations for the first five months
of 1926 were larger than in the first
five months of 1925.

The market has absorbed most of the
loans offered, until the recent offering of
a £6,000,000 loan of the Commonwealth
of Australia 5s at 995. It was only
about half subscribed. This should for
a time silence the complaints which were
heard earlier in the year when an Aus-
tralian loan was floated in the United
States. It was the first loan failure for
several months. .

CO-OPERATIVES TAKE UP INSTALMENT
SELLING '

Instalment selling is causing concern in
Britain, too. The co-operative societies,
or “mutuality clubs” organized to save
money for workers by co-operative buy-
ing, are taking it up. The London
Economist says that the co-operatives
have a number of canvassers or collectors
calling on the women whose husbands
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are members of the co-operative societies.
The canvasser sells the housewife a *“club
book,™ for which she is to pay one pound
sterling, in twenty weekly payments of
one shilling each. After two payments
have been made, the book may be used
to purchase goods to the value of one
pound, and the other payments made as
agreed at the time of purchase of the
book.

One co-operative society which tried
this plan found that it increased its an-
nual sales from £210,866 to £488,129,
without appreciably decreasing the cash
sales. In fact, cash sales showed their
normal increase under this plan as be-
fore. The losses have been negligible,
amounting in two years to less than .05
per cent. The only cost is for the collec-
tors and canvassers, and the society says
that considering the great increase in
the volume of sales, this cost is spread
over so many units of goods that it is
hardly noticeable.
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Thus it has been a benefit in England
as well as in the United States. But
there, as here, thoughtful people are
somewhat alarmed. There is good rea-
son, for the purpose of the mutuality
clubs is to encourage the wise and careful
spending of the domestic income. They
were organized to eliminate the costs and
profits of the retailer. Few will argue
that buying beyond one'’s means is wise
and careful spending of income. Yet
that is what instalment buying is, of
necessity—buying more than one can
afford at the present time. It is par-
ticularly bad when the buying is of con-
sumption goods, which cannot be repos-
sessed in case of default, and which pro-
duce nothing for the buyer, as most pur-
chases from the mutuality clubs do.
Furthermore, selling on credit is bound
to increase costs. The increase may be
small, but it is an increase, and the clubs
are formed to keep costs down. It is a
distinct departure from the policies of
the clubs, and should be carefully

watched.
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NO EXPROPRIATION OF PRINCES

Though the bare result of the referen-
dum on the appropriation of the property
of the German princes was reported in
last month’s issue, it is believed that the
subject deserves more attenton, for the
question of whether the lands should be
appropriated or not aroused more feeling
in Germany than any question since the
Dawes Plan.

When the princes asked to have their
property returned the trouble began. If
the property was not to be returned, they
asked for compensation. But bondholders
and mortgagees had seen their claims cut
to about 12)45 per cent., and they ob-
jected, naturally, to the payment of the
claims of the Hohenzollern's at 100 per
cent. as it was once proposed to do. The
bondholders had saved the money which
they had lost: the princes merely inher-
ited theirs. The bondholders were work-
ers and producers; the princes mostly
parasites on society. Thus, if any claims
were to be paid in full, it should be those
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of the former class rather than the latter.

There is much justice 1n this claim.
Yet the danger in appropriating the
whole property of the princes without
compensation was apparent. It was a
blow against the institution of private
property. That is why it was cham-
pioned so vigorously by the Soc alists and
Communists. Once apprcpriation was
sanctioned in this way, would t:ere not
be a demand next for the appropriation
of the property of the rich, and th:n that
of all classes. Take away th: prnczs’
property, by all means, but give thzm in
return some compensaticn for it. This
was the real ground for the oppositon,
and the fight raged so bit:erly that it
was a contributing cause to the wreck
of the Luther cabinet repcrted last
month.

Marx, succeecfing Luther as Cha=cel-
lor, refused to risk his political life ty
acting as a judge in this dispute. He
said, ““The people must settle it for them-
selves,” and fixed a date for a national
referendum on the question. The referen-
dum law in Germany requires that a
majority of the qualified voters must vote
in favor of any reform to make it valid.
It was necessary to get 20,000,000 vot:s
in favor of expropriation. Those op-
posed to expropriation knew this, and
stayed away from the polls in large num-
bers. Only about 15,000,000 v:te; were
cast in all. Of these, only absut 630,000
were against the measure.

It would have had a better c-an-e of
success if it had not been so radical. If
some provison had teen mad: for the
pensioning of the princes, or come cther
payment, so they could live tn reasonable
comfort (for mo:t of them la e never
been trained to earn their ov n living)
it would not have s:emed so much like
“grabbing” property from somecne who
is powerless to resist.

The defeat of expropriation does not
end the dispute. It merely discards one
way of settling it. What is to be done
with the property yet remains to be de-
cided. The Socialists still refuse to con-
sent to any measure which will return

New Orleans

XXIII

Burlap

In 1924 (latest available Govern-
ment figures) New Orleans imported
120,895,320 1b. of burlap valued at
$11,816,397 —more than 21% of the
entire burlap imports of the U. S.
New Orleans is the largest port of
burlap importation in the world.

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

the property intact. They insist that the
government should get at least a small
slice of the cake. Legislation on the
question, except for a bill prohibiting
the courts from ruling on the claims of
the ex-rulers, has been impossible. Marx
worked out a bill, but withdrew it hur-
riedly on the third reading when he saw
it was acceptable to neither party, and
would merely result in a vote of lack of
confidence. The course open to the
Hohenzollern's is that taken by the
princes of some of the states—private
negotiations with the state for a settle-
ment. This might take the question out
of politics and settle it.

LITTTLE IMPROVEMENT REPORTED

Money still continues very easy in
Berlin. Call loans have fallen as low as
2 and 3 per cent. The Reichsbank has
reduced its rate again (July 6) from 65
per cent. to 6 per cent., again evidencing
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its eagerness to give trade a boost. All
that has happened from all this is that
the German banks have been encouraged
to come into the capital issues market.
They are reported to have bid against
Dillon, Read & Co., in June for a bond
issue of the United Steel Works Com-
pany, a German corporation similar to
the United States Steel Corporation.
This is said to be the first time since the
war that American and German bankers
have competed for a bond issue.

Business is still dull, with increasing
unemployment. The only sign of life is
in the steel trade, where production is
increasing. Exports, which have been
declining since March, were still further
reduced according to the May returns.
The export balance was only 27,000,000
marks. Unless this trend is reversed, it
may not be as easy as anticipated to make
the first cash transfer under the Dawes
Plan in September.

PRIZE FOR BANK NOTE DESIGN

The Reichsbank has been having a good
deal of trouble with counterfeit notes.
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In the effort to stop counterfeiting, it is
going to entirely change the present
notes. The new notes will be works of
art, as well as mediums of exchange.
The bank has offered 2¥,000 marks in
prizes for the best designs for the new
notes. Designs may be submitted until
October, when a committee will meet
and choose the design to be used.

PILSUDSKI HAS NO PROGRAM

Outside of keeping himself before the
public eye, Pilsudski has accomplished
little since he had himself given dic-
tatorial powers. He has proposed many
measures, but has not been able to get
any of them passed.

He wants a bill passed to eliminate the
great number of small political parties
in Poland. In every election there are a
great number of candidates who have
no hope of being elected, but who enter
for the opportunity it gives them to
spread propaganda, and cause unrest.
There are twenty-two political parties
represented in the Sejm (the Polish
legislative body) alone. This also makes



THE BANKERS MAGAZINE

217

elections very expensive. Pilsudski’s
bill would stop this by imposing a fine on
every candidate in any election who re-
ceives less than 1000 votes. This, says
a newspaper paragrapher, might be
called a modified Pole tax.

What Pilsudski is more interested in
is his bill creating a “privy council” of
experts to have charge of the administra-
tion of the government until January of
next year. If he could get this bill
passed, and then get the Sejm to ad-
journ, the way would be open for him
to make some reforms. The Sejm has
pretended to consider these bills, but has
delayed them as long as possible. There
were rumors that the Marshal’s mind
was failing, when he instituted strict mil-
itary control the first of July, but these
were unfounded. But it is true that he
is being disregarded by the very govern-
ment that he created. He has no plan
of reform, for the conditions that he
charged were due to corruption, were
due to natural causes. Since more
stable conditions, there has been some
improvement in business in Poland. Con-
ditions are by no means good yet.

BUSINESS IN SCANDINAVIA

Improvement is evident in the elec-
trical and chemical industries in Sweden.
The iron trade is still much depressed,
and unemployment is still general. The
country has not yet recovered from the
discouraging effect of the general strike
in England on trade.

The Danish krone has been moving
slowly upward again, and the Premier
is reported to have announced that Den-
mark will be back on the gold standard
by 1927. If this can be done, it will
probably help to lift Denmark out of
the deep depression into which she has
been thrown by the deflation. The steady
decline of prices which comes with defla-
tion has pressed down like a leaden
weight on commerce and industry. Im-
ports have been cut to the lowest figures
in several years. Industries are stopped
or running on part time, commerce is
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stagnant, and there is much unemploy-
ment. Agriculture is the only industry
that shows any signs of life. The farm-
ers have a good crop, but they are short
of cash, and the returns from the crop
exports are not coming in as tast as could
be desired. In the effort to make easier
money, the discount rate has been re-
duced from 515 to 5 per cent., but like
all artificial efforts to make easy money
in a tight market, it has no effect. There
is too great a shortage of capital in Den-
mark to make money easy by simply re-
ducing the rate.

LEAGUE TAKES HANDS OFF AUSTRIA
AND HUNGARY

The financial control which the League
of Nations has exercised over Austria
and Hungary through the respective
commissioners, Alfred Zimmerman of
Holland, and Jeremiah Smith, Jr., of
Boston, was discontinued on July 1,
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when both commissioners returned to
their homes. The league, however, has
retained the right to assume control again
whenever it deems that conditions with-
in the countries need it.

Under these men both countries, which
were in bad shape from the ravages of
war, and from the separation of a form-
er empire into two parts, have stabilized
their currencies, balanced their budgets,
and got back onto a fairly sound finan-
cial foundation.

Mr. Smith created a good deal of com-
ment when he refused to accept the
check for $60,000 tendered him as sal-
ary for his two years' work as Com-
missioner of Hungary. It was returned
to the government which has announced
that the money will be used as a fund to
send Austrian students to college in the
United States, much as the Boxer In-
demnity Fund sends Chinese students to
college in the United States.

JAPAN TO REPAIR BANKING SYSTEM

Japan, whose banking system is based
on the law of 1872, which in turn is
based on the National Bank Act of the
United States, has realized that her sys-
tem is not up to date, and has appointed
a preliminary committee of investigation
to see what can be done to improve it.

The national banks in Japan have no
note issue power, that having been taken
away from them when the Bank of Japan
was created in 1882. In other ways they
are similar to the national banks of the
United States. In addition to the na-
tional banks, there are savings banks,
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which operate under the law of 1921.
They are forbidden to advance more
than 20 per cent. of their funds on any
one security; to loan more than 10 per
cent. of their capital and surplus to one
individual; and to invest more than the
amount of their capital and surplus in
loans against real estate mortgages.

There are also in Japan: Mutual loan
societies operating among the middle and
lower classes; about 200 city credit asso-
ciations or peoples’ banks; and numerous
trust companies. The trust companies’
status is not clearly defined in Japanese
law, which gives them considerable free-
dom of operation. Thus, though they
only appeared in 1906 their growth has
been so rapid that they have aroused
some opposition from the regular bank-
ing interests.

Finally there are several banks created
by special acts of the Diet: The Yoko-
hama Specie Bank, organized in 1880 to
finance the foreign trade of the country;
the Hypothec Bank of Japan, organized
in 1897 to provide long term loans
against real estate; the Inaustrial Bank
of Japan, created to finance industry and
trade; and various agricultural and in-
dustrial banks to furnish long term loans
against real estate.

This loosely knit organization has
grown up with practically no super-
vision. There is no unifying and re-
straining force, and one consequence is
that there are too many banks, and the
government is encouraging, and in some
places, forcing mergers. Only about a
113 per cent. reserve against deposits is
kept with the Bank of Japan, which is
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supposed to be the bank of issue and dis-
count, by the member banks. The Bank
of Japan cannot control the banks
through control of the money market, for
the restrictions on note issues are so con-
fining that no discount market has been
built up. The banks invest most of their
reserve in call loans against securities in-
stead of in commercial paper. The Bank
of Japan may issue notes against com-
mercial bills only to the amount of 120,-
000,000 yen, which is a very small mar-
gin for such large seasonal demands as
are felt in Japan with the silk movement
in the late summer and fall. Additional
notes are taxed at 5 per cent., which
almost prohibits them.

The job of the commission then is to
unify the banking system and bring it
under some regulatory authority; to
make provision for the development of
a discount market; to create an elastic
currency; and to give the Bank of Japan
some control over the money market.
Some of the commissioners are already in
the United States studying the Federal
Reserve System, and it is a safe bet that
the new or revised system will follow
the general idea of the Federal Reserve.

PLETHORA OF MONEY IN INDIA

Absorbing half the gold output of the
world for a year was too much for India.
It has eaten more gold than it can digest.
Perhaps, also hoarding is ceasing and
people are beginning to put their money
in banks and invest it. Anyway, there is
a tremendous surplus of capital there.
Industrial production has been increased
temporarily beyond the capacity of the

country’s markets, so no new money is
needed for further extensions, and there
is a “famine of new investments.” A
recent loan of 10,000,000 rupees with
a 5V, per cent. coupon and priced at
97 was eighty times oversubscribed.
Another index is the lowering of the
bank rate on June 10 from 5 per cent. to
4 per cent. Indian securities are being
shipped from London to Calcutta to fill
the demand for capital investments, and
if the flow continues long enough a real
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market may be developed in India for her
own securities. The government is also
planning to issue 250,000,000 rupees of
4 per cent. bonds at 88 for several rail-
way extensions which are to be made. If
there were only a security distributing
organization in India, it would be the
country to float a bond issue now.

SPOTTY BUSINESS IN SOUTH AMERICA

Argentina enjoyed some further slow
improvement of business in June. The
volume of exports is fairly good, i
ports are declining and exchange is rela-
tively stable. Cattle sales are in good
volume, but the hide market is weak,
though there have been heavy purchases
by Russia. Altogether the condition is
far from satisfactory.

In Chile the depression in all lines of
business continues. Buying is very cau-
tious, credits are restricted, and collec-
tions are slower than in May. A heavy
storm raged all along the coast about the
middle of June and had a bad effect on
retail trade. The retailers are also com-
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plaining that the non-payment of gov-
ernment employes is cutting into th-ir
business.

ECUADOR HAS NEW CENTRAL BANK

Ecuador, which went through a finan-
cial crisis a few months ago, has set up
a central bank of issue by presidential
decree. The bank is located in Quito,
and will have exclusive rights to issue,
exchange, and withdraw notes. A gold
and silver fund will be established to
guarantee the notes, and, in addition, 50
per cent. of all export duties are to be
transferred to the fund, to guarantee
future issues of notes. The very sketchy
account of the work of the tank which
is available does not indicate that it is
organized on a very sound basis, or that
it will be very effective in preventing fu-
ture financial crises. It seems to be in-
tended as a sort of reserve bank, for
the dispatch says “it will embrace all
banks of issue subject to fiscalization by
the state.”

[Continued on page 243]
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CONDITIONS IN CANADA SHOW IMPROVE-
' MENT FOR FIRST HALF OF 1926

marked by a continued moderate

improvement in industrial and gen-
eral business conditions in Canada. With
generally satisfactory crop prospects it is
anticipated that this improvement will
continue. There is no indication of
financial strain in the current situation
although increased industrial activity has
been reflected in some enlargement of the
current loans by the banks. Savings de-
posits are, however, still about $400,-
000,000 in excess of commercial ad-
vances. While in the United States
there seems to be some uncertainty as
to the future, because of big industrial
production and extensive credit-merchan-
dising, there is no evidence of such con-
ditions in Canada nor likelihood of over-
production if crops live up to their
present indications and sustain buying
power throughout the country.

THE first half of 1926 has been

THE POLITICAL UPHEAVAL

The political upheaval, in which two
national governments have met defeat
within a few days and as the result of
which a new election has been forced
on the country, is having much less ef-
fect on the business situation than might
have been antipicated. As a matter of
fact, such has been the situation at the
capital since the last federal election that
a state of political checkmate has existed,
and the nation's business has been trans-
acted with the greatest difficulty. This
has been due to the fact that the balance
of power has been held by the Progres-
sive party, represented largely by West-
ern agriculturists.  Legislation other
than that dictated by this third party has
been practically neglected. So unsatis-
factory conditions became, from the
standpoint of the business community as
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well as a large proportion of the public,
that the crisis has been accepted with
relief because it is felt that nothing could
be worse than the situation which has
existed. It will be the general hope that
the election in the fall will result in the
return of a government strong enough
to put its policies into effect. Business
and financial interests will generally sup-
port the Conservative party on its tariff
policy but would rather see a Liberal
government strong enough to carry on
the country’s affairs, than a return to the
situation which has existed.

BUSINESS RECOVERY

Business has largely recovered from
the disturbing tariff announcements
brought down in the federal budget
earlier in the year. The tariff reductions
were aimed chiefly at the automobile in-
dustry but the modifications in favor
of cheap, moderate-priced, Canadian-
made cars and the reduction in the excise
tax, have largely remedied the situation.
That the defeat of a government which
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had shown an unfriendly attitude toward
protection was received with satisfaction
industrially was indicated by investment
buying of textile and steel securities.
One of the factors for improvement in
the business situation in recent months
has been the larger building and con-
struction programs throughout the coun-
try. In this better conditions agricul-
turally, industrial expansion to take care
of enlarged buying power, and public
improvements, have played their part.
In Canada recovery from the slump
which followed the post-war period of
inflation has been slow. Capital expen-
ditures by corporations and public bodies
were reduced to the minimum. Particu-
larly since last year's satisfactory crop
there has been a change. Moderately,
and even cautiously, expansion programs
in industry are being put into effect and
municipalities are going on with con-
struction programs for delayed public
improvements. Based on figures for the
first six months, the indications are that
1926 will be the largest building year
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that Canada has had in more than
a decade. There is no evidence as yet
that building has caught up to normal
requirements.

What has been sald in the precedmg
paragraph about industrial conditions
does not refer to the pulp and paper in-
dustry or to the development of hydro-
electric power.

DEVELOPMENT OF HYDRO-ELECTRIC
POWER IN CANADA

As regards power development—and
in many cases it goes hand in hand with
paper manufacturing projects—signifi-
cance is attached to the recent visit of a
group of thirty-five financiers from New
York, Boston, Philadelphia and other
leading American business centers to
view the various enterprises being car-
ried out in the Province of Quebec. In
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this connection it may be pointed out
that back in 1900 under 200,000 hydro-
electric horse power has been installed
in Canada; by 1910 the total had risen
to five times this, by 1915 the total had
grown to 2,100,000 h.p., and by 1920
there had been an increase to 2,500,000
h.p. By the end of 1925 the total in-
stallation had reached 4,290,000 h.p. Of
the present total over 750,000 h.p. is util-
ized by pulp and paper mills which are
by far the largest single customer of the
hydro-electric industry. Expansion is
continuing on this same scale. The
Aluminum Company of America will
generate 800,000 h.p.; British Columbia
Electric is bringing up its installed ca-
pacity to 700,000 h.p.; the Duke-Price
Power Co., is increasing to 540,000 h.p.,
and the Hydro-Electric Power Commis-
sion of Ontario has plans for much
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