
ANNUAL REPORT

OF THE

COMPTROLLER OF THE CURRENCY

The Comptroller of the Currency has the honor to present here-
with his Eighty-third Annual Report to the Congress of the United
States. The period covered by this report, the calendar year 1945,
witnessed the close of formal hostilities in the Second World War.
The scars of this conflict will long remain. Civilization is now only
beginning to assess the damage and to repair its broken structure.
During the long struggle which culminated in the surrender of the
Japanese in August of 1945, the national banks of the United
States contributed generously and efficiently to the war effort.
Despite depleted staffs, they successfully shouldered the heavy bur-
dens placed on them in connection with the financing of the pro-
duction of war materials and in spearheading the Government's
bond drives. Their contribution to the effective functioning of
many other wartime activities, including ration banking, deserves
recognition.

The national banks have emerged from the war in sound condi-
tion, and are participating vigorously in the domestic reconversion
program. It is generally realized by the executives-of these insti-
tutions that in order to preserve a stable economy the banks must
wholeheartedly cooperate in those measures designed to restrain
within reasonable limits loans made either for the purchase of
consumer goods or for the purpose of purchasing or carrying listed
stocks. They also appreciate the importance of restraining credit
for speculative rather than productive purposes, and of avoiding
basing loans on inflated values, especially in the real estate field.

Today the national banks are undertaking the difficult task of
counseling ex-servicemen with respect to business opportunities
and are aiding them financially in reestablishing themselves in the
economic system. The care taken in this effort should result in
a lessening of the percentage of failures which as a matter of
experience may be expected to occur in such new ventures. Loans
to veterans based solely on sentiment can not be advantageous
either to the institution or to the veteran himself.

The reconversion problem for banks has been relatively simple
but nonetheless real. Their employees who were in the armed
services or engaged in other war activities are returning in large
numbers and are being fitted back into their organizations. Their
absence has necessitated a retraining period and an adaptation to
the world of today. Many banks are adjusting salary schedules
in the light of changed conditions. Many of them have inaugurated
retirement and health benefit systems. These measures will work
toward safer and sounder institutions. An underpaid or economi-
cally underprivileged employee is not a safe custodian of deposi-
tors' funds.

At the end of 1945, the 5,023 national banks with their 1,670
branches held approximately 51 percent of all bank deposits in

1

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

1945



2 REPORT OF THE COMPTROLLER OF THE CURRENCY

the country, the total national bank deposits being $85,243,000,000,
an increase of $13,114,000,000 during the year. This tremendous
volume of deposits is one of the economic consequences of war
financing, and therefore is in one sense more volatile and more
hazardous than normal growth.

The net profits for the year were substantial but not excessive.
They amounted to $490,000,000, equaling 10.97 percent of average
capital accounts. Over two-thirds of these net profits, approxi-
mately $334,000,000, were retained to build up capital structure.
The cash dividends paid to shareholders during the year consti-.
tuted only 31.76 percent of the net profits available for that pur-
pose, a return of slightly less than 3.48 percent on average capital
funds. This is significant, in view of the increasingly high ratio
of deposits to capital funds, and indicates sound conservatism.

The capital funds of all national banks at the end of 1945
amounted to $4,656,000,000, representing an increase during the
year of $381,000,000. It was not to be expected that the banks
could match the increase of deposits with proportionate increases
of capital during the war years, nor was it necessary in view of
their large holdings of government bonds. They have done well in
building up capital through earnings, although it is obvious that
generally speaking this increase is not sufficient for operation in
a peacetime economy. It is probable that we have now reached
the leveling-off period for deposits. There was a considerable de-
crease in the first half of 1946. Following this decrease caused
by drawing down war loan accounts there may be some increases
followed by further declines; there is certain to be a shifting of
deposits as our economic geography reorients itself. In view of
this, banks are urged to reexamine their individual situations with
respect both to the character and permanency of their deposits
and the degree of risk in the assets which they will hold during
the next few years.

The need for new capital is emphasized by some of the trends
in banking today. More and more, the banks are reentering their
proper field of commercial loans. Some are adventuring in this
field to an extent which renders difficult an appraisal of the risks
involved. In some instances, term loans are being made to busi-
ness enterprises for the retirement of preferred stock, refunding
of existing debt, plant expansion, and liquidation of closely-held
common stock. Occasionally, such loans — replacing, at one-
extreme, funded debt, and at the other, equity securities—are on
a long-term, low-rate basis, with little or no amortization during
the first few years, slightly more during the next 4 or 5 years,
and a heavy payment at maturity. Such practices are virtually a
substitute for orthodox long-term investment banking procedures,
and as such merit most thoughtful study. Consumer financing is
being engaged in extensively, in some instances by banks which
have had little practical experience in that field, and with recently
trained employees. Entrance into such fields is not to be criticized
provided a proper degree of intelligence and sound banking stand-
ards are applied, for the time has arrived when the commercial
banks must meet all legitimate credit needs. However, considera-
tion should be given to the character of business being done in
weighing the adequacy of existing capital structure, and manage-Digitized for FRASER 
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REPORT OF THE COMPTROLLER OF THE CURRENCY 3

merit is of equal importance with adequate capital. Fortunately,
with few exceptions, the quality of management in our national
banks merits every confidence.

The 1944 Report to the Congress by this office discussed briefly
the question whether commercial banks should depart from their
traditional role of meeting current credit needs and follow a policy
of long-term accommodation to business which on occasion might
lead to the assumption of heavy risks. At that time the conviction
was expressed that banks should show the utmost vigor and in-
genuity in meeting all legitimate demands for credit accommoda-
tion, but their activities should stop short of any involvement
which might approach ownership. This view was expressed despite
recognition of the fact that a sustained high level of employment
and production requires a ready source of funds for the establish-
ment of new enterprises and the expansion of small business con-
cerns, and that the source of such funds in the past—direct invest-
ment of individual savings—had been comparatively unproductive
for over a decade and might continue to be insufficient.

It is gratifying to note, therefore, that during 1945 the public
began once more to furnish venture capital in substantial amounts.
During the year new corporate stock issues exceeded $1,300,000,-
000, an amount greatly in excess of any year since 1930. Half of
this amount was issued for the purpose of providing new capital,
and during the first months of 1946 equity securities to provide
new corporate capital have been purchased by the public at a rate
over twice that of the preceding year. It is to be hoped, of course,
that we shall avoid repetition of the speculative excesses of 1928
and 19£9, and it is believed that the controls which have come into
existence since that time, plus the somewhat more mature judg-
ment of the American people in this field will furnish the neces-
sary curbs. Be that as it may, it is encouraging to observe this
resurgence of confidence among investors in the expansion possi-
bilities of our country, and that new enterprises can still gain
support from the savings of the public, rather than from Govern-
ment funds or from commercial banks which might otherwise feel
obligated to step into the breach.

The extension of credit by banks in the field of security loans
presents special problems. Generally speaking, the utmost good
faith has been displayed in this field, although in a relatively
small number of instances our examiners have noted a tendency
on the part of national banks to furnish speculators with credit
for "free riding" in Government bonds, and to accept without
question borrowers' statements that loans were not for the pur-
pose of purchasing listed stocks, in circumstances which should
have put the banks on notice that in reality this was the function
of the loans. To the extent that such practices are indulged in,
they nullify the salutary effect of the Securities Exchange Act of

.1934 as carried out through Federal Reserve Regulations T and
U, and thus add fuel to the flames of inflation. In the nature of
things, the solution of these problems must rest upon voluntary
restraints and enlightened self-interest of the banking system,
but while inflationary pressure continues, this office will use all
its powers to discourage and restrain the extension of credit by
national banks for speculative purposes, whether in the fields ofDigitized for FRASER 
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commodities, securities, real estate, or elsewhere.
In view of the increased flow of applications for bank charters*

branch permits, authorizations for conversions of state banks into
national banks, consolidation of national banks or of state banks
with national banks, and in view of the likelihood of an even
greater number of such applications in the near future, it seems
appropriate to discuss briefly some of the problems and principles
involved.

Since its creation in 1863, the Bureau of the Comptroller of the
Currency has chartered over 14,000 national banks, issued more
than 2,600 branch permits, and authorized many hundred consoli-
dations. In conducting these operations, many widely divergent
factors must be taken into consideration. In addition to compli-
ance with specific statutory requirements such as those relating
to the creation of a surplus, qualifications of directors, and the
prohibitions of affiliations with firms dealing in securities, careful
study is given to such intangibles as the experience and skill of
the existing or proposed managements, the future earnings pros-
pects of the banks, the convenience and economic needs of the com-
munities to be served, and the adequacy of the capital structures
in view of the geographical location.

The Comptroller is not charged with and does not undertake
the enforcement of the antitrust laws, but he is obligated to exer-
cise his discretionary power in the light of the purposes which
the statutes in this field were designed to achieve. A monopoly
in banking, even more so than in some other activities, is singu-
larly dangerous because of the influence banks exercise over their
communities through control of credit.

The primary obligation of the Office of the Comptroller of the
Currency in exercising the discretion vested in him with respect
to the chartering of new banks, the granting of branch permits,
and the authorizing of conversions or consolidations, is the mainte-
nance of a safe and sound banking system, able and willing to
meet the banking needs of the people in a manner which will safe-
guard their deposits and justify their confidence. In passing upon
such applications, consideration is given to the undesirability either
of hampering entrance into, or mobility within, the banking field.
It is also important to avoid the opposing dangers of creating an
overbanked condition in any community on the one hand, or losing
the benefits of effective competition on the other.

With respect to bank holding companies, it is the opinion of this
office that they should be subjected to more adequate supervision
and regulation.

A bank holding company should not be able to expand by buying
stock control of additional banks without the consent of a Federal
supervisory agency. The same standards which are applied by this
office in passing upon applications for bank charters or for branch
permits should be applied in granting or withholding authority to
a holding company for such expansion.

Any legislation in this respect should be couched in terms which
will not unduly extend Federal control over persons or businesses
which hold bank stocks only temporarily or incidentally, and not
for the purpose of exercising control. However, means should be
provided by which any group of banks under unified control wouldDigitized for FRASER 
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be subject to regulation, regardless of the form of the organiza-
tion or the technique utilized to gain and maintain such control.

Since the beginning of World War II in 1939, we have lived
in a period of shortages, economic expansion and maximum pro-
duction ; in other words, a business climate of the most stimulating
character. During the \^ar period itself, we retained a realization
of the essentially artificial* and unbalanced nature of this feverish
activity, but when the same conditions continued to prevail after
the cessation of active hostilities, there took place a natural psycho-
logical reaction which has caused many to forget that the origin
of current conditions has changed, and that it will require most
careful and intelligent planning, energy and restraint to maintain
in future years a free economic system which will conduce to high
levels of employment, production and distribution.

The obligations of the banking system in this respect are obvi-
ous. To a large extent, the banking community has power to
divert the stream of credit into one channel or another, and
thereby to exercise some control over the direction in which the
energies of the American economic system are projected. Wise
decisions in this field can best be made—in fact, can only be made
—by the informed intelligence of the bankers dealing with their
own local or regional problems. The function of bank supervision
in this respect is that of assembling a coordinated picture of
trends and developments throughout the nation, and to encourage
or restrain the banks in the light of a broad observation and
objective study.

Many thoughtful students of finance expect that the experience
of the war years and the conditions prevailing in the latter half
of 1945 may lead to a period of overoptimism in banking as well
as in other sectors of our economic system. In one sense, it is
possible for too many years to elapse without substantial losses
to serve as warnings to the banking world. It is only necessary
to recall 1919-22 to realize the dangers—not only to banks but
to the entire business community—of loans made to enable bor-
rowers to pile up excessive inventories in the hope of realizing
speculative profits late in the inflationary phase of a postwar cycle.

For several years banks have been furnishing credit, particu-
larly to war activities, with the protection of governmental com-
mitments in whole or in part. Such governmental participation
was necessary and justifiable because the exigencies of war de-
manded production, and production sometimes required credit
along lines not entirely consistent with conservative banking prac-
tices. Even in those cases, however, losses proved to be infinitesi-
mal, and the governmental guarantee or commitment seldom had
to be utilized. There is a possibility that this experience may lead
to the belief, in some quarters, that similar loans can be made
with profit to banks, with safety to their depositors, and with
benefit to the country, in peacetime, and without governmental
protection. Although the Comptroller of the Currency strongly
advocates that under peacetime conditions, governmental protec-
tion should be withdrawn and the banks placed upon a more inde-
pendent footing, it must be realized that such a course carries
with it risk as well as privilege. It demands of bank management
an increased vigilance.Digitized for FRASER 
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At the end of 1945, the National Banking System was composed of
5,023 active national banking associations operating 1,670 branches,
making a total of 6,693 banking offices.

A comparison of the assets and liabilities of the banks in the National
Banking System as of December 30, 1944, March 20, June 30, and
December 31, 1945, reported pursuant to calls for condition statements
by the Comptroller of the Currency, is shown in the following table:

Assets and liabilities of national banks on dates indicated
[In thousands of dollars]

ASSETS
Loans and discounts, including overdrafts
U. S. Government securities, direct obligations
Obligations guaranteed by U. S. Government
Obligations of States and political subdivisions
Other bonds, notes, and debentures
Corporate stocks, including stocks of Federal Reserve

banks

Total loans and securities
Cash, balances with other banks, including reserve bal-

ances, and cash items in process of collection
Bank premises owned, furniture and fixtures
Real estate owned other than bank premises
Investments and other assets indirectly representing

bank premises or other real estate
Customers' liability on acceptances outstanding
Interest, commissions, rent, and other income earned

or accrued but not collected
Other assets :

Total assets _

LIABILITIES
Demand deposits of individuals, partnerships, and

corporations
Time deposits of individuals, partnerships, and cor-

porations _
Deposits of U. S. Government and postal savings
Deposits of States and political subdivisions
Deposits of banks.
Other deposits (certified and cashiers' checks, etc.)

Total deposits _

Demand deposits
Time deposits _

Bills payable, rediscounts, and other liabilities for bor-
rowed money

Mortgages or other liens on bank premises and other
real estate _

Acceptances executed by or for account of reporting
banks and outstanding

Interest, discount, rent, and other income collected but
not earned

Interest, taxes, and other expenses accrued and unpaid
Other liabilities _.

Total liabilities-

Dec. 30,
1944 (5,031

banks)

11,497,802
42,836, 320

642,469
2,056, 722
1, 345,369

141,449

68,520,131

17,637, 249
513,522

18,158

47,640
42, 721

122, 223
48, 215

76,949,859

36,320,754

12,655,090
11,171,856
3,070,539
8,058,120

852, 578

72,128,937

59,094,187
13,034,750

54,180

- 109

48,469

24,565
163, 465
250, 2(59

72,674,994

Mar. 20,
1945 (5.025
banks)

10,544,996
43,993,856
2,129,036
1,372,440

144,958

68,185,886

17,213,087
511,702
16, 784

47,643
30,144

103,925
51,967

76,160, 538

38,385,841

13,444, 701
7,614,668
3, 266, 274
7,650,166
821,563

71,183, 213

67,336,380
13,846,833

130,389

64

36,454

26, 333
179, 442
218,068

71,773,963

CAPITAL ACCOUNT?
Capital stock (see memoranda below)
Surplus
Undivided profits
Reserves and retirement account for preferred stock. _.

Total capital accounts

Total liabilities and capital accounts

MIlfOBANDA
Par value of capital stock:

Class A preferred stock
Class B preferred stock
Common stock

1,566,905
1,808,959

632, OuO
267,001

Total-

4, 274,865

76, 949,859

5,468
1,475, 226

1, 567,192-

1,576,209
1, 833,980

704,066
272,320

4,386, 575

76,160, 538

79,492
4,875

1,492,077

1, 576,444

June 30,
1945 (5,021

banks)

12,389,133
47,230,307

25,156
2, 200,505
1,422,677

141,256

63,409,034

17,612,951
503, 793

12,960

45, 937
27,191

135,460
47,507

81,794,833

37,126,500

14,315, 450
13, 210,056
3,153, 723
8, 251,954
767,854

76,825, 537

62,093,681
14,731,856

5,209

31, 776

26,482
194,885
238,332

77,322, 280

1, 621,184
1,875, 277
692,146
230,946

4, 472, 553

81,794,833

75, 296
4,360

1, 544, 755

1,624,411

Dec. 31,
1945 (5,023
banks)

13,948,042
61,459,960

7,746
2,341, 725
1,656,865

145,315

69,659,651

20,178,789
495,105
10,068

46,384
41,943

147,946
55,870

90, 535,756

40,970,935

15,960,051
14,163,153
3,487,711
9, 230,786
1,430,311

85, 242,947

68,868, Sit
16,384,635

77,969

47,943

31,484
209,956
269,631

85,880,019
i

1,658,839
2,011,403
688,986

296,509

4,655,737

90, 535,758

66,646
3,748

1, 588,656

1,659,050
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Assets and liabilities of national banks on dates indicated—Continued
[In thousands of dollars]

MEMORANDA—continued
Retirable value of preferred capital stock:

Class A preferred stock
Class B preferred stock

Total.

Pledged assets and securities loaned:
U. S. Government obligations, direct and guaran-

teed, pledged to secure deposits and other liabili-
ties

Other assets pledged to secure deposits and other
liabilities, including notes and bills rediscounted
and securities sold under repurchase agreement_.

Assets pledged to qualify for exercise of fiduciary or
corporate powers, and for purposes other than to
secure liabilities,--

Securities loaned

Total.

Secured liabilities:
Deposits secured by pledged assets pursuant to re-

quirements of law - .
Borrowings secured by pledged assets, including

rediscounts and repurchase agreements
Other liabilities secured by pledged assets

Dec. 30,
1944 (5,031
banks)

125,454
6,731

Mar. 20,
1945 (5,025
banks)

132,185

117,600
6,138

123, 738

15,811,794

386, 236

99,097
4,425

16,301, 552

13,925, 562

48,180
203

Total 1 13,973,945

13,649,531

365,052

105, 598
.14,948

June 30.
1945 (5,021

banks)

Dec. 31,
1945 (5,023

banks)

l3,019
5,608

118,627

14,135,129

10,500,141

123,091
10

10,623, 242

17, 765, 985

351,843

101, 277
6,931

18, 226,036

15,923,659

5,209

15,928,875

103,614
4,939

108, 553

19, 229,157

353,866

109,439
4,384

19,696,846

17, 269, 578

7,969
10

17,347, 557

TRENDS IN BANKING
The following table shows the changes that have occurred in recent

years in the relationships of the major asset and liability accounts of
national banks to the aggregates of assets and liabilities.

Distribution of assets and liabilities of national banks, Dec.

ASSETS
Securities:

U. S. Government, direct and guaranteed
Obligations of States and political subdivisions, _ .
Stock of Federal Reserve banks. _
Other bonds and securities

Total securities

Loans and discounts *
Cash and balances with other banks, excluding reserves
Reserve with Reserve banks..
Bank premises, furniture and fixtures.
Other real estate . .
Allother assets

Total assets . .

LIABILITIES
Deposits:

Demand of individuals, partnerships and corporations
Time of individuals, partnerships and corporations. .
U. S. Government,...
States and political subdivisions
Banks
Other deposits (including postal savings)

Total deposits

Demand deposits
Time deposits

Other liabilities
Capital funds:

Capital stock
Surplus .
Undivided profits and reserves

Total capital funds

Total liabilities and capital funds . .

1942

Percent
43.49
3.69
.16

2.83

50.17

18.62
14.60
15.06
1.06
.11
.38

100.00

* 48.80
15.17
8.82
4.92

13.51
1.24

92.46

76.62
15.84

.72

2.74
2.63
1.45

6.82

100. 00

1943

Percent
52.96
3.00
.15

2.01

58.12

15. 70
11.97
12.95

.85

.05

.36

100.00

51.53
15.38
9.21
4.55

11.10
1.45

93.22

77.25
15.97

64

2.38
2.51
1.25

6.14

100. 00

31, 194

1944

Percent
56.50
2.67
.13

1.81

61.11

14.94
10.85
12.07

.67

.02

.34

100.00

47.20
16.45
14.51
3.99

10.47
1.11

93.73

76.79
16.94

.71

2.04
2,35
1.17

5.56

100.00

2-45

1945

Percent
56.85
2.59

.12
1.87

61.43

15.41
10.74
11.54

.55

.01

.32

100.00

45.25
17.63
15.64
3.85

10.20
1.58

94.15

76.05
18.10

.71

1.83
2.22
1.09

5.14

100.00
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EARNINGS, EXPENSES, AND DIVIDENDS OF NATIONAL BANKS
FOR YEAR ENDED DECEMBER 31, 1945

The net profits of national banks after income taxes in the year
ended December 31, 1945, were $490,000,000, or $78,000,000 more than
those in the preceding year.

The net operating earnings before income taxes were $532,500,000,
an increase of $51,500,000 in the year. Adding to the net operating
earnings profits on securities sold of $141,800,000 and recoveries on
loans and investments, etc., previously charged off of $118,300,000,
and deducting therefrom losses and charge-offs of $132,000,000 and
taxes on net income of $170,600,000, the net profits before dividends
for the year 1945 amounted to the $490,000,000 mentioned above,
which at an annual rate amounts to 10.97 percent of average capital
accounts for the year.

The gross earnings in 1945 were $1,349,000,000, or $143,000,000 more
than in 1944. The principal items of operating earnings for 1945 were
$651,600,000 from interest on United States Government obligations
and $93,000,000 from interest and dividends on other securities, a total
of $744,600,000, which was an increase of $112,000,000 over the cor-
responding period in 1944; and interest and discount on loans of
$374,100,000, an increase of $14,200,000. The principal operating ex-
penses were $372,000,000 for salaries and wages of officers and em-
ployees and fees paid to directors, an increase of $34,600,000 over
1944; and $124,600,000 expended in the form of interest on time and
savings deposits, an increase of $26,800,000. Total operating expenses
were $816,700,000 as against $725,200,000 for 1944.

Profits on securities sold during 1945, aggregating $141,800,000 were
$72,800,000 more than in the preceding year, and losses and deprecia-
tion on securities in 1945 totaling $74,600,000 were $7,000,000 more
than the year before. Losses charged off on loans and discounts of
$29,700,000 were $11,300,000 less than in the previous year. Taxes on
net income, Federal and State, in the year 1945 totaling $170,600,000
exceeded the amount of such taxes paid in the preceding year by
$49,800,000.

Cash dividends declared on common and preferred stock in 1945
totaled $155,600,000, in comparison with $144,300,000 in 1944. The
annual rate of cash dividends was 3.48 percent of average capital
funds. The cash dividends to stockholders in 1945 were 31.76 percent
of net profits available, the remaining 68.24 percent of net profits, or
$334,000,000, was retained by the banks in their capital accounts.

Interest and dividends on securities were 55 percent of gross earn-
ings iri the year ended December 31, 1945, with the banks in Federal
Reserve district No. 11 showing the smallest ratio of 44 percent and
those in district No. 3 the largest ratio of 63 percent. Interest and
discount on loans accounted for 28 percent of the gross earnings,
varying in ratio from 23 percent in district No. 7 to 37 percent in
district No. 11. Salaries, wages, and fees were %8 percent of gross
earnings, ranging from 25% percent in district No. 3 to 31 percent
in district No. 10. The net operating earnings before income taxes
were 39 percent of gross earnings, with averages ranging from 35
percent in district No. 4 to 44 percent in district No. 2.
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BEPOHT OF THE COMPTROLLER OF THE CURRENCY 9

Interest and discount on loans to the average total of loans in the
year was 3 percent and varied from almost 2 percent in district No. 2
to 4 percent in district No. 12. Interest and dividends on securities
was nearly iy2 percent on average total securities held, the banks in
district No. 10 showing the lowest ratio of nearly 1% percent, while
the banks in district No. 3 showed the highest ratio of almost 1%
percent.

Net operating earnings were 12 percent of average total capital ac-
counts, the lowest ratio being 9 percent in district No. 4, and the
highest ratio 16 percent in district No. 12. The net profits before
dividends for the period were 11 percent of average capital funds,-
the ratios ranging from nearly 9 percent in district No. 4 to 13 per-
cent in district No. 6.

Summaries of the earnings, expenses, and dividends of national
banks for the years ended December 31, 1944 and December 31, 1945,
are shown in the following table:

Earnings, expenses, and dividends of national banks for years ended
Dec^31, 19U and 1U5

[In millions of dollars]

Number of banks ' - . . . . _ . . _ ... _ .
Capital stock (par value) 2 _ . . ... - - - - -
Capital accounts 2

Earnings from current operations:
Interest and dividends on—

U S Government obligations _ _ _ _. .
Other securities - -

Interest and discount on loans.
Service charges on deposit accounts
Other current earnings_.

Total

Current operating expenses:
Salaries wages, and fees
Interest on time deposits (including savings deposits)
Taxes other than on net income - . . _ _ _
Recurring depreciation on banking house, furniture and fixtures.
Other current operating expenses .

Total - - -

Net earnings from current operations

Recoveries and profits:
Recoveries on securities . . . _
Profits on securities sold or redeemed
Recoveries on loans
Allother

Total

Losses and charge-ofls:
OnfSecurities - - -
Onfloans
All other

Total . . _ - -

Profits before income taxes

Taxes'on net income:
Federal -
State -

Total - . . . -.

Net profits before dividends

i

1945

|
5, 023
1, 616. 9
4, 467. 7

651.6 \
93.0 /

374.1
61.2

169.3

1. 349. 2

372.0
124.6
54.9
23.5

241.8

816.7

532.5

54.2
141.8
37.4
26.8

260.1

74.6
29.7
27.7

132.0

660.7

159.4
11.2

170.6

490.1

1944

5, 031
1,551.1
4, 115. 0

632. 5

359. 9
60.2

153. 7

1, 206. 3

337. 4
97.8
53.9
24.5

211.6

725.2

. 481.0

50.3
69.0
50.3
24.5

194.1

67.6
41.0
33.9

142.5

53?. 7

112.1
8.8

120.8

411.8

Ch ange
since
1944

- 8
+65. 8

+352. 7

+ 112. 1
+ 14.2
+ 1.0

+ 15.6

+ 142.9

+34.6
+ 26.8
+ 1.0
-1.0

+30.2

+91.5

+51.5

+3.9
+ 72.8
-12.9
+ 2.3

+66.0

+ 7.0
— 11.3
- 6 . 2

- 1 0 . 5

+ 128.0

+47.
+2.

+ 49.8

+ 78.3
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10 BEPOKT OF THE COMPTROLLER OF THE CURRENCY

Earnings, expenses, and dividends of national banks for years ended
Dec. SI, 19H and 19 US—Continued

[la millions of dollars]

1945

4.1

151. 5
77.3

233.0

Percent

00.53
10.97

' 9.63
3.48

1944

5.3

139.0
33.9

178.2

Percent

60.12
10.01
9.30
3.51

Change
since
1944

- 1 . 2

+ 12.5
+43.4

+54.8

Percent

+0.41
+.96
+.33
-.03

Dividends:
On preferred stock.
On common stock:

Cash dividends
Stock dividends

Total

Ratios:
Expenses to gross earnings
Net profits before dividends to capital accounts
Cash dividends to capital stock
Cash dividends to capital accounts

1 Number at end of period. Remaining figures include earnings, expenses, etc., of those banks which
reported for the first half of the year only.3 Figures are averages of amounts reported for the June and December call dates in the current year and
the December call date in the previous year.

NOTE:—Figures are rounded to the nearest tenth of a million and may not equal totals.

STRUCTURAL CHANGES IN THE NATIONAL BANKING SYSTEM

The authorized capital stock of the 5,028 national banks in exist-
ence at the close of business on December 31, 1945, including 5 in-
active banks, consisted of common capital stock aggregating $1,588,-
340,810, a net increase during the year of $112,952,032, and preferred
capital stock aggregating $72,636,366, a net decrease during the year
of $20,746,829.

During the year ended December 31, 1945, in addition to 17 appli-
cations with proposed capital stock of $2,390,000 carried over from
the previous year, 63 applications were received to organize national
banks and to convert State banks into national banking associations,
with proposed capital stock aggregating $9,455,000. Of these applica-
tions, 41 with proposed capital stock aggregating $4,895,000 were ap-
proved; 12 with proposed capital stock aggregating $2,210,000 were
rejected; and the remainder were still pending or had been aban-
doned on December 31, 1945. From the applications carried over from
the previous period and the 41 applications approved during the
current year, 39 national banking associations with common capital
stock aggregating $5,110,000 were authorized to commence business.
Of the 39 charters issued, 17 with common capital stock aggregating
$2,545,000 were the result of the conversions of State banks.

During the year ended December 31, 1945, 12 national banks and
2 State banks were consolidated into 7 national banking associations,
under authority of the act of November 7, 1918, as amended, the
common capital stock of the consolidated banks being $69,100,000.
Additional assets of approximately $32,514,668 were brought into the
national banking system by reason of the State banks consolidated
with the national banks. Also, during this period national banks re-
ported the purchase of 16 State banks, with aggregate capital stock
of $1,205,375 and aggregate assets of approximately $27,662,193.

During the year ended December 31, 1945, 43 national banks with
common capital stock of $2,913,413, among which were 7 with pre-
ferred capital stock aggregating $599,587, went into voluntary liqui-
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BEPOBT OF THE COMPTROLLER OF THE CURRENCY 11

dation in the manner provided by sections 5220 and 5221, U. S. R. S.
Of these banks, 2 with common capital stock of $80,000 and assets of
$1,308,401 paid their depositors and quit business; 25 with common
capital stock of $1,777,500 and assets aggregating $78,326,310, includ-
ing 4 with preferred capital stock of $87,500, were succeeded by other
national banks; and 16 with common capital stock of $1,055,913, and
assets aggregating $53,940,059, including 3 with preferred capital stock
of $512,087, were succeeded by State banks.

Changes in the number and capital stock of national banks during
the year ended December 31, 1945, are shown in the following sum-
mary:

Organization, capital stock changes, and liquidations of national banks
during the year ended December 31, 19^5

Charters issued:
Reorganizations
Conversions of State banks . .
Primary organizations '. _ _

Increases of capital stock:
Preferred:

1 bank by new issue -
Common:

216 banks, by regular cash increases _
159 banks, by regular stock dividends under sec. 5142,

U. S. R. S , . „ . •
232 banks, by stock dividends under provisions of their

articles of association. _ . _
6 banks, by conversion of preferred capital stock. .
2 banks, by consolidation under act Nov. 7, 1918, as

amended

Total increases .

Voluntary liquidations:
Succeeded by national banks
Succeeded by State banks
Quit business.

Decreases of capital stock:
Preferred:

481 banks, by retirement
2 banks, by decrease of par value

Common:
13 banks, by reduction

Capital stock decreases incident to consolidation (act Nov. 7,1918).

Total decreases _ _

Net change .
Charters in force Dec. 31, 1944, and authorized capital stock

Charters in force Dec. 31, 1945, and authorized capital stock

Number
of banks

3
17
19

39

25
16
2

5

48

- 9
5,037

5,028

Capital stock

Common

$220,000
2, 545,000
2,345,000

35,046,618

71, 285,803

5, 728,824
325,450

850,000

118,346,695

1,777,500
1,055,913

80,000

781,250
1,700,000

5,394,663

+112,952,032
1,475,388,778

1,588,340,810

Preferred

$19,130

19,130

87,500
512,087

19,726,372
440,000

20,765,959

-20,746,829
93,383,195

72,636,366

BRANCHES

On December 31, 1945, 226 national banks were operating a total
of 1,670 branches. This total includes 4 branches temporarily discon-
tinued for the duration of the emergency and 5 seasonal offices.

During the year ended December 31, 1945, 57 branches were brought
into the national banking system. Of the 57 branches entering the
system, 36 were authorized to operate in places other than the city
in which the parent bank is located. During the same period 1 branch
was closed through voluntary liquidation of the parent bank.

Of the 57 branches authorized 52 were operating on December 31,
1945. One branch authorized in 1944 did not begin operations until
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12 REPORT OF THE COMPTROLLER OF THE CURRENCY

1945. As a net result of these operations there was a gain for the
system of 52 branches during the year.

NATIONAL BANK NOTES OUTSTANDING
There were as of December 31, 1945, $118,380,650 of national bank

notes outstanding.

DISTRIBUTION OF ALL BANKS
On December 31, 1945, there were 14,598 commercial and savings

banks in the United States and possessions with deposits of $166,530,-
093,000. Of these banks 13,494, or 92 percent, with 95 percent of the
deposits, were insured banks. The 5,017 national banks, members of
the Federal Reserve System, represented 34 percent of all banks and
held 51 percent of the total deposits. The 534 mutual savings banks,
of which 192 were insured banks, held $15,354,540,000 of deposits.

Classification of

National banks ........
State member banks:

Commercial _
Mutual savings

Nonmember insured banks:
State commercial l

Mutual savings. _

Total insured banks .
Nonmember uninsured banks:

State commercial and private 2_.
Mutual savings __ .

Total

•

Number

5,017

1.-864
3

6,421
189

13,494

762
342

14,598

all banks, Dec.

Banks

Percent
of grand

total

34.37

12.77
.02

43.99
1.29

92. 44

5.22
2.34

100.00

Change in
12 months
(percent
of grand
* total)

- . 1 0

+ .52
0

- . 3 0
- . 0 1

+ .11

- . 1 0
- . 0 1

31, 1945

Amount
(000

omitted)

$84,939, 347

44, 716,153
14, 334

18,155, 482
10,348,889

158,174, 205

3,364, 571
4, 991, 317

166, 530,093

Deposits

Percent
of grand

total

51.01

26.85
01

10.90
6.21

94.98

2.02
3.00

100.00

Change in
12 months
(percent
of grand

total)

+.51

- . 5 9
0

+ .47
- . 0 4

+ .35

- . 2 3
- . 1 2

1 Includes 4 nonmember insured national banks and 1 insured private bank.
2 Includes 2 nonmember uninsured national banks.

ASSETS AND LIABILITIES OF ALL BANKS IN THE UNITED STATES
AND POSSESSIONS

The assets of all classes of active banks in the United States and
possessions on December 31, 1945, amounted to $178,351,000,000, and
exceeded by $25,404,000,000, or 17 percent, the assets reported as of
December 30, 1944.

The total deposits of banks on December 31, 1945, were $166,530,-
000,000 in comparison with $142,311,000,000 at the end of 1944, an
increase of $24,219,000,000, or 17 percent. Demand deposits of indi-
viduals, partnerships and corporations were $73,932,000,000, and ex-
ceeded by $8,616,000,000, or more than 13 percent, this class of de-
posits reported at .the close of the previous year; time deposits of
individuals, partnerships and corporations were $45,292,000,000, an
increase of $8,063,000,000, or nearly 22 percent, and deposits of the
U. S. Government, including postal savings, were $24,779,000,000,
which was an increase of 18 percent in the year.

At the end of December 1945 the banks held obligations of the
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REPORT OF THE COMPTROLLER OF THE CURRENCY 18

U. S. Government, direct and guaranteed, of '$101,904,000,000, an*
increase of $15,489,000,000, or 18 percent, since December 1944. Obli-
gations of States and political subdivisions held at the close of 1945
amounted to $4,083,000,000, an increase of $424,000,000. Other
securities held increased $592,000,000 in the year, and amounted to
$4,529,000,000. The aggregate of all securities held by banks on
December 31, 1945 was $110,516,000,000, and represented 62 percent
of their total assets. .At the end of the previous year the ratio was 61
percent.

Loans and discounts amounted to $30,467,000,000, an increase of
$4,365,000,000, or more than 16i/2 percent, since December 1944. The
increase in loans was chiefly in commercial and industrial loans, which
advanced $1,567,000,000, or 19 percent, and leans to brokers and
dealers in securities and other loans for the purpose of purchasing and
carrying securities, which advanced $2,243,000,000, or 49 percent, in
the year.

Cash and balances with other banks, including reserve balances, in
December 1945 were $35,614,000,000 which was an increase of $4,637,-
000,000, or 15 percent, in the year.

Total capital accounts on December 31, 1945, were $10,612,000,000
compared to $9,693,000,000 at the end of 1944. The total surplus,
profits and reserves at the end of 1945 was $7,424,000,000, an increase
of $784,000,000, or nearly 12 percent, in the year.

A statement of the assets and liabilities of all classes of active banks
in the country at the end of December 1944 and 1945 follows:

Assets and liabilities of all banks in the United States and possessions,
19U and 1U5

[In millions of dollars]

Dec. 31,
1945

Dec. 30,
1944

Change
since
1944

Number of banks. -

ASSETS
Loans on real estate
Commercial and industrial loans (including open-market paper)
Loans to brokers and dealers in securities and other loans for the purpose

of purchasing or carrying securities _
Other loans, including overdrafts

Total loans .

U. S. Government obligations, direct and guaranteed ..
Obligations of States and political subdivisions
Other bonds, notes, and debentures
Corporate stocks, including stocks of Federal Reserve banks

Total securities

Currency and coin
Balances with other banks, including reserve balances
Bank premises owned, furniture and fixtures
Real estate owned other than bank premises
Investments and other assets indirectly representing bank premises or

other real estate
Customers' liability on acceptances outstanding
Interest, commissions, rent, and other income earned or accrued but not

collected
Other assets . -

Total assets.

1 14, 598

8,980
9,600

6,827
5,060

30,467

101,904
4,083
3,991

538

110, 516

2,025
33,589
1,020

73

76

296
212

178,351

2 14, 579

8, 735
8, 033

4,584
4,750

26,102

86,415
3,659
3,383

554

94,011

1,801
29,176
1,066

168

86
68

261
208

152,947

+ 19

+ 245
+ 1,567

+ 2,243
+310

+4,365

+ 15,489
+424
+608

+ 16,505

+224
+4, 413

- 4 6
- 9 5

+35
+4

+25,404

697782—46—2
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14 BEPORT OF THE COMPTROLLER OF THE CURRENCY

Assets and liabilities of all banks in the United States and possessions,
19U and 19b5—Continued

[In millions of dollars]

Dec. 31,
1945

Dec. 30,
1944

Change
since
1944

LIABILITIES
Deposits of individuals, partnerships, and corporations:

Demand L .__•_..* . . . _
Time

U. S. Government and postal savings deposits
Deposits of States and political subdivisions .-
Deposits of banks __• . . . .
Other deposits (certified and cashiers' checks, etc.) .

Total deposits __.,

Bills payable, rediscounts, and other liabilities for borrowed money
Acceptances executed by or for account of reporting banks
Interest, discount, rent, and other income collected but not earned
Interest, taxes, and other expenses accrued and unpaid
Other liabilities

Total liabilities

CAPITAL ACCOUNTS
Capital notes and debentures
Preferred stock „___
Common stock
Surplus
Undivided profits
Reserves and retirement account for preferred stock and capital notes and

debentures

Total capital accounts

Total liabilities and capital accounts... /

73,932
45,292
24,779
5,821
14,090
2,616

166,530

227
87
59

383
453

167,739

72
164

2,952
5,004
1,781

639

10,612

178,351

65,316
37,229
20,926
5,196

12,264
1,380

142,311

126
78
47

294

143,254

82
207

2,764
4,489
1,574

577

152,947

+8,616
+8,063
+3,853

+625

+24, 219

+ 101
+9

+ 12
+89
+55

+24,485

- 1 0
. - 4 3
+ 188
+515
+207

+62

+919

+25,404

1 Excludes banks in the Philippines.
* Excludes banks in Guam and the Philippines.

REPORTS FROM BANKS

National banks in the continental United States, Alaska, the Terri-
tory of Hawaii, and the Virgin Islands of the United States were, in
accordance with the provisions of section 5211 of the Revised Statutes,
called upon to submit three reports of condition during the year
ended December 31, 1945. Reports were required as of March 20,
June 30, and December 31. Summaries from all condition reports,
by States, are published in pamphlet form. National banks were also
required by the statute to obtain reports of their affiliates and holding
company affiliates other than member banks and to submit such re-
ports to the Comptroller as of the three dates for which condition re-
ports of the banks were obtained.

Under the general powers conferred upon him by law, the Comptrol-
ler required from each national bank during the period indicated semi-
annual reports of earnings, expenses, and dividends; also reports of
condition of foreign branches of national banks as of December 31,
1945.

National banking associations authorized to act in a fiduciary
capacity were called upon to submit reports of their trust departments
as of the close of business on December 31, 1945.

In accordance with section 298 of the Code of Law for the District
of Columbia; banks other than national in the District were required
to make to the Comptroller condition reports and reports of earnings,
expenses, and dividends identical with those obtained from national
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banks during the year. Building and loan associations and credit
unions in the District of Columbia under the supervision of the
Comptroller were required to submit reports of their assets and lia-
bilities as of December 31, 1945, and reports of receipts and disburse-
ments for the year ended December 31, 1945.

Detailed figures for reports of condition and earnings and dividends
will be found in the appendix of this report.

AFFILIATES AND HOLDING COMPANY AFFILIATES OF
NATIONAL BANKS

The Federal statute requires each national bank to obtain and
submit to the Comptroller periodically reports of its affiliates, as
defined in sections 2 (b) and (c) of the Banking Act of 1933, as
amended, unless waived by the Comptroller. At the end of December
1945, 880 of the national banks reported 11,931 affiliates and holding
company affiliates, of which 10,186 were duplications reported by
280 banks. The actual number of affiliates, or 1,745, included 24
holding company affiliates which controlled 187 active national banks,
varying in number from 1 to 49 associations. Under the waiver of
requirement for reports of affiliates, it was necessary for only 355
banks to submit and publish 426 reports of affiliates and holding
company affiliates. Of the latter number 175 were duplications of
reports of affiliates and holding company affiliates.

EXAMINATION OF NATIONAL BANKS
The National Bank Act requires that each national bank be ex-

amined at least twice each year in order that the Comptroller may be
kept currently informed of its condition and require such corrections
as are deemed necessary with a view to maintaining each bank in
sound condition. In addition to the regular examinations, special
examinations are conducted of banks the condition of which is re-
garded as unsatisfactory.

During the year ended December 31, 1945, 9,184 examinations of
banks, 2,902 examinations of branches, 1,822 examinations of trust
departments, and 70 examinations of affiliates were conducted. Nine-
teen State banks were examined in connection with conversions to or
consolidations with national banks. Investigations were also conducted
in connection with applications for 37 new charters and 121 new
branches.

LIQUIDATION OF INSOLVENT NATIONAL BANKS
During the year ended December 31, 1945, there were no failures

of national banks. The liquidation of 4 insolvent national banks was
completed during the year, leaving a total of 13 receiverships in
process of liquidation as of December 31, 1945. Of such 13 banks, 8
were in charge of the Federal Deposit Insurance Corporation as
receiver. Of the remaining 5 banks, 4 were involved in litigation and
1 had remaining assets to be liquidated before a final dividend could
be paid.

ISSUE AND REDEMPTION OF NOTES
One thousand two hundred and eighty-three shipments of Federal

Reserve currency were made from Washington, D. C, during the
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year ended December 31, 1945, to Federal Reserve agents and Federal
Reserve branch banks, aggregating $5,924,200,000; and in addition,
twenty-three deliveries were made to the Treasurer of the United
States aggregating $97,800,000.

Four .thousand seven hundred and eight lots of unfit Federal Reserve
currency were received for verification and certification for destruc-
tion consisting of 340,200,795 notes aggregating $3,340,551,160.

Forty lots of national bank notes were received for verification and
certification for retirement and destruction consisting of 379,507 notes
aggregating $5,608,487.

Seventeen thousand Hvi' hundred and ninety-seven fragments or
charred Federal Reserve and national bank notes aggregating $214,088
were presented by the Treasurer oi' the United States for identification
and approval.

ORGANIZATION AND STAFF
On December 31, 1945, the personnel of the Office of the Comptrol-

ler of the Currency consisted of 896 persons. Of these 247 were
located in the Washington office, including 82 persons in the Division
of Insolvent National Banks. There was a net increase of 8 persons
during the year in the total number employed.

During the calendar year 1945, 15 national bank examiners and
65 assistant national bank examiners left * the service. Of these, 6
assistant examiners were placed on military furlough. In the same
period 10 assistant examiners were promoted to examiners and 7
examiners returned from the military service. The number of assist-
ant examiners appointed was 47, and an additional 48 returned to
duty from the military service.

As of December 31, 1945, 160 field employees and 25 Washington
office employees, a total of 185, were still serving in the armed forces,
representing a net reduction of 78 in the number on military furlough,
during the year.

EXPENSES OF THE BUREAU
The expenses of the Office incident to the supervision of banks are

met largely by fees assessed against the banks. This figure for the
calendar year 1945 was $3,771,391.79.

This amount was supplemented by Congressional appropriations
totaling $296,918.44.

The expenses of the Division of Insolvent National Banks are j^tid
from assessments against the banks in process of liquidation. Such
expenses for the calendar year 1945 were $327,637.20.

The expenses of the Division of Federal Reserve Issue and Redemp-
tion are paid by the Federal Reserve banks. This item for 1945 was
$45,146.99.
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ANNUAL REPORT

OF THE

COMPTROLLER OF THE CURRENCY

The Comptroller of the Currency has the honor to present herewith
his annual report to the Congress of the United States. This is the
eighty-fourth annual report which has been made by this Office to the
Congress. This is the fourth time in the history of the Office that we
have reported upon the activities of national banks in their first year
of adjustment to peacetime conditions following war. While the
economic situation of our time varies from that of the middle 'sixties,
the late 'nineties, and the year 1919, many of the fundamental prob-
lems now facing banks have a similarity to those of the earlier
postwar periods. Some of them, of course, are wholly new.

In the annual report for 1866 there is evidence of the services of
banks to the Government and to the public in war time. It makes
interesting reading today:

The banks have rendered important aid to the government throughout the war,
and they have been largely instrumental in developing our national resources and
in increasing our national wealth. The managers and stockholders comprise a
large, useful, and public-spirited class in the community, numbering over two
hundred thousand citizens. During the past year they have loaned to the busi-
ness of the country an average of six hundred millions of dollars. They now hold
one-fourth of the entire indebtedness of the United States. They have redeemed
and returned to the treasury of the United States over fourteen millions of muti-
lated legal-tenders, and have redeemed twenty-five millions of seven-thirty cou-
pons, to the very great convenience of both the public and the Treasury Depart-
ment. They have been instrumental in placing in the hands of the people more
than eleven hundred millions of United States securities. They have received
and disbursed from the revenues seventeen hundred and seventy-four millions of
public moneys free of expense to the government * * * national banks,
although organized and managed by individuals for their own profit, are yet
capable of rendering important services both to the government and to the public,
and have demonstrated their entire willingness to perform such service.

The Spanish-American War was not such a major conflict as to
affect in any marked way the American domestic banking system.
The Comptroller of the Currency, Mr. Charles G. Dawes, made little
mention of the changes in the position of national banks by reason of
the conflict. He did, however, emphasize the need for better banking
facilities in the new foreign possessions and for international and inter-
colonial banking transactions.

In 1919 Comptroller John Skelton Williams spoke of the "many
new and gigantic problems" and stated that the banks "have measured
up to their responsibilities and have performed inestimable service in
facilitating the transition for the huge producing, business, and indus-
trial interests of the country from a war to a peace basis."

Mr. Williams reviewed the international trade position of the world,
which bore many striking similarities to the situation today. "History
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is filled with proof/' he wrote, "that it is impossible to destroy in any-
civilized people the ability to recover * * * I am convinced that
the conservative and constructive banking forces of our country have
been, and are ready and willing to give all the help here and abroad
that regard for the general welfare and safety of all concerned will
justify * * * they have restrained reckless speculation and
hazardous enterprises while encouraging useful and promising
development."

The record of our banks in financing industry and Government in
aid of the recent war effort has been recounted in earlier reports. It
need not be here repeated. Suffice it to say that it is a record in which
bankers and the American public generally can take the greatest pride.
There is no reason to doubt that the banks' contribution in the years
ahead to the development of peacetime business will be equally worthy.
That contribution was well begun in the year 1946.

Bankers are in better position now to meet the problems of peace
expansion than ever before. During recent years they have placed
great emphasis upon training and discussion. Banking schools,
clinics, conferences, and more serious convention sessions have given
to bank officers a better understanding of public affairs and of bank
operations.

The number of banking offices in the National Banking System
has remained relatively constant in recent years. The number of
banks declines slowly; the number of branches increases. At the end
of 1946 there were 10 fewer national banks than a year earlier; but
there was a gain of 76 domestic branches, a net gain of 66 banking
offices.

It is interesting to analyze the trends in the shifting of bank offices
both with respect to unit and branch banks, and with respect to na-
tional and State-chartered institutions. During the year 45 national
banks lost their identity as individual institutions. Three of them
went out of business completely. Ten of them formally consolidated
with other national banks. Thirteen voluntarily liquidated, becoming
branches of other national banks. Nineteen voluntarily liquidated and
made their reappearance as State banks or as branches of State banks.
Twenty State banks, on the other hand, became branches of national
banks. And 14 State banks became national banks by conversion.

The Comptroller issued 21 charters during 1946 to applicants for
new banks. He rejected 21 applications. Certificates were issued for
49 de novo branches, in addition to the 36 that had previously been
unit banks. Forty-eight branch applications were rejected.

The number of national banks reporting holding company affili-
ates at the end of 1946 totalled 189, the number of such affiliates
being 24.

The granting of charters for new banks and new branches is a
function in which the discretion of the Comptroller is a most impor-
tant factor. To provide, along with the State bank commissioners,
for adequate banking facilities and proper competition in the bank-
ing field, and yet not to overbank communities, requires the greatest
care and best judgment.

Of the 4,978 national banks that were in active operation on
January 1, 1946 and also on December 31, 1946, 137 increased their
common capital stock through the sale of new shares in an amount
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of more than $26,000,000. It was sold at a premium of almost like
amount. Stock dividends, conversion of preferred stock, new and
converting and consolidating banks added nearly $100,000,000 more
to the common capital of the national banks. Their total capital
accounts were increased by some half billion dollars, largely by
plowing two-thirds of net profits back into capital funds. At the
same time, some $30,000,000 of preferred stock was paid off.

Total deposits of national banks declined during 1946 from $85,000,-
000,000 to $79,000,000,000. But this was because the deposits of
the United States Government, including war loan account, were
drawn down by over $12,000,000,000. The demand and time deposits
of individuals and business concerns increased by $6,600,000,000.
The deposits of States and cities likewise showed an increase.

A significant change took place during 1946 in the earning assets
of national banks. Loans and discounts, the traditionally profitable
source of bank earnings, increased by one fourth, from $13,900,000,000
to $17,300,000,000, comprising at the year-end more than 20 percent
of the total assets. The securities portfolio, however, a heavy earner
in recent years, shrank by some 16 percent, from $55,600,000,000 to
$46,600,000,000. The shrinkage in holdings of direct obligations of
the Federal Government in an amount of $10,000,000,000 was largely
responsible. This came about through retirement of the public debt
and a transfer of bank-held obligations to nonbank investors.

The growth in loans, concrete evidence of the ability and willing-
ness of banks to meet the legitimate credit needs of the people, was
substantial in the category of commercial loans. These grew by 50
percent, from $5,700,000,000 to $8,500,000,000. Real estate loans,
including those secured by farm land, showed a 60 percent increase,
most of the gain being in loans on residential properties.

Most remarkable of all was the growth in the classification of
" Other loans to individuals." Here the total very nearly doubled.
It rose from $1,096,000,000 to $2,143,000,000. This reflects the
increased participation by more and more national banks in the con-
sumer finance and the personal loan fields.

On the whole, the new loans which have been made and are being
made by national banks are sound advances. Bankers are alert to
the dangers to themselves and to their borrowers of over-expansion
of credit. The relatively new term loan is now on a more conserva-
tive basis than when it first came into popularity; the value of col-
lateral security, especially real estate, is subject to a realistic appraisal;
and safeguards of various kinds are being thrown around most ex-
tensions of credit. As Government regulations over credit are re-
laxed and removed, it will be more and more the responsibility of the
banking fraternity to impose a voluntary restraint. There is every
reason to believe that the banks will provide adequate credit on a
safe basis.

Continuing, in 1946, to be more important than loans and discounts
from the standpoint of earnings was the investment portfolio of
national banks. Whereas loans and discounts were 20 percent of
resources, and earned on the average 3 percent, the securities list
aggregated, even at the end of the year, 55 percent of resources, and
brought in, on the average, more than 1% percent. The great bulk,
of course, was made up of United States Government obligations.
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Increasing care and alertness will be required in management of
bond portfolios. The banker will have as keen an interest in the
management of the public debt as in his own securities list. Indeed,
of most important concern to the banker will be the problems outside
of his bank, the problems of national and international policy which
can so vitally affect his institution.

The banker stands in all our shoes. The farmers' interest in food
prices and production is his interest; the manufacturers' concern with
labor supply and labor cost and raw material adequacy is his concern;
the merchants' problems of supply and inventory and turn-over are
his problems; the question of taxes which troubles both the Govern-
ment and the taxpayer is a question for him, too; the exporter and
importer whose shipments he finances share with him all the uncer
tainties of world conditions and international trade; the wages and
the family budget and the continuity of employment of the laborer
and the white collar worker whose names appear on his installment
paper and his personal loan notes are important matters to him; the
level of the rate of interest which affects his savings depositors receives
his constant thought; the many factors which affect the fortunes of
individuals and agencies whose interests are guarded by his trust
department are ever in his mind. There is scarcely a person any-
where whose interests do not run parallel with those of the banker.

At the end of 1946, the National Banking System was composed of
5,013 active national banking associations operating 1,746 branches,
making a total of 6,759 banking offices.

A comparison of the assets and liabilities of the banks in the National
Banking System as of December 31, 1945, June 29, September 30,
and December 31, 1946, reported pursuant to calls for condition state-
ments by the Comptroller of the Currency, is shown in the following
table:

Assets and liabilities of national banks on dates indicated
[In thousands of dollars]

ASSETS

Loans and discounts, including overdrafts
U. S. Government securities, direct obligations
Obligations guaranteed by U. S. Government-
Obligations of States and political subdivisions __.
Other bonds, notes, and debentures
Corporate stocks, including stocks of Federal Reserve

banks

Total loans and securities . - - -
Cash, balances with other banks, including reserve bal-

ances, and cash items in process of collection ._
Bank premises owned, furniture and fixtures
Real estate owned other than bank premises
Investments and other assets indirectly representing

bank premises or other real estate
Customers' liability on acceptances outstanding
Interest, commissions, rent, and other income earned

or accrued but not collected _
Other assets

Total assets

Dec. 31,
1945 (5,023

banks)

13,948,042
51,459,960

7,746
2,341,725
1, 656,865

145,313

69,559,651

20,178,789
495,105
10,068

46,384
41,943

147,946
55,870

90, 535, 756

June 29,
1946 (5,018

banks)

14,498,441
47,465, 475

7,401
2,454, 265
1,945,946

143, 654

66,515,182

18,661,851
495,932
10,038

46, 916
58,049

140,255
64,831

85,993,054

Sept. 30,
1946 (5,014

banks)

15,801,498
}45,315, 509

2,670,103
1,971, 204

153,448

65,911,762

18,910,443
508,404
10,109

46, 376
56,899

148, 259
65, 559

85, 657, 811

Dec. 31,
1946 (5,013

banks)

17,309, 767
/ 41,835, 752
I 7,780

2, 659, 598
1,986, 327

153,359

63,952,588

20,067,167
508, 893

8,488

45,464
73, 270

137,022
57,376

84,850, 263
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Assets and liabilities of national banks on dates indicated—Continued
[In thousands of dollars]

LIABILITIES

Demand deposits of individuals, partnerships, and cor-
porations

Time deposits of individuals, partnerships, and cor-
porations _-

Deposits of U. S. Government and postal savings
Deposits of States and political subdivisions
Deposits of banks
Other deposits (certified and cashiers' checks, etc.)

Total deposits

Demand deposits
Time deposits

Bills payable, rediscounts, and other liabilities for bor-
rowed money

Mortgages or other liens on bank premises and other
real estate

Acceptances executed by or for account of reporting
banks and outstanding

Interest, discount, rent, and other income collected but
not earned

Interest, taxes, and other expenses accrued and unpaid
Other liabilities

Total liabilities

CAPITAL ACCOUNTS

Capital stock (see memoranda below)
Surplus
Undivided profits
Reserves and retirement account for preferred stock...

Total capital accounts

Total liabilities and capital accounts

MEMORANDA

Par value of capital stock:
Class A preferred stock
Class B preferred stock
Common stock.

Total

Retirable value of preferred capital stock:
Class A preferred stock
Class B preferred stock

Total

Assets pledged or assigned to secure liabilities and for
other purposes (including notes and bills rediscounted
and securities sold with agreement to repurchase)

Dec. 31,
1945 (5,023

banks)

40,970,935

15,960,051
14,163,153
3,487, 711
9,230,786
1, 430, 311

85, 242,947

68,858,312
16,384,635

77, 969

47,943

31,484
209,956
269,631

85, 880,019

1,658,839
2, Oil, 403

296, 509

4, 655, 737

90, 535,756

66, 646
3,748

1,588,656

1, 659,050

103, 614
4,939

108,553

19,696,846

June 29,
1946 (5,018

banks)

42,560,021

17,173,998
7,696,306
4,006,759
7,816,787
1,240,887

80,494, 758

62, 859,192
17,635, 566

24, 441

325

71,061

43, 367
221,003
264, 522

81,119, 477

1, 683, 489
2,100, 222

788,759
301,107

4, 873, 577

85,993,054

44,106
3,318

1,636,253

1,683,677

59,128
4,466

63, 594

14,739,870

Sept. 30,
1946 (5,014

banks)

44,320, 244

17,718, 574
5,076,413
3,939,025
7, 712,905
1,102, 473

79, 869, 634

61,651,040
18,218,594

45, 227

339

66,072

50,775
23 ,619
25 ,817

80, 526,483

1,748,588
2,176, 630

883,238
322,871

5,131,328

85, 657,811

41,478
3,134

1,704,126

1,748,738

55,911
4,282

60,193

12, 219, 403

Dec. 31,
1946 (5,013

banks)

45, 522, 709

18,031,756
1,843, 485
4,125,722
8,170,924
1,355, 243

79,049,839

60,468,758
18,581,081

20,047

339

83, 280

56, 635
223,436
266,888

79,700,464

1,756, 621
2,275,884
785, 558
331,736

5,149,799

84,850,263

38,765
3,024

1,714,982

1,756,771

52,281
4,122

56,403

8,835,351

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

1946



6 REPORT OF THE COMPTROLLER OF THE CURRENCY

TRENDS IN BANKING

The following table shows the changes that have occurred in recent
years in the relationships of the major asset and liability accounts of
national banks to the aggregates of assets and liabilities.

Distribution of assets and liabilities of national banks, Dec. 81, 1943-46

1943 1944 1945 1946

ASSETS
Securities:

U.S. Government, direct and guaranteed
Obligations of States and political subdivisions
Stock of Federal Reserve banks
Other bonds and securities. -

Total securities _.

Loans and discounts.
Cash and balances with other banks, excluding reserves
Reserve with Reserve banks.
Bank premises, furniture and fixtures
Other real estate
All other assets

Total assets

LIABILITIES
Deposits:

Demand of individuals, partnerships and corporations
Time of individuals, partnerships and corporations
U. S. Government
States and political subdivisions
Banks
Other deposits (including postal savings)

Total deposits

Demand deposits
Time deposits -

Other liabilities
Capital funds:

Capital stock
Surplus
Undivided profits and reserves. -

Total capital funds.

Total liabilities and capital funds

Percent
52.96
3.00
.15

2.01

58.12

15.70
11.97
12.95

.85

.05

.36

100.00

51.53
15.38
9.21
4.55

11.10
1.45

93.22

77.25
15.97

.64

2.38
2.51
1.25

6.14

100.00

Percent
56.50
2.67
.13

1.81

Percent
56.85
2.59
.12

.1.87

61.11 61.43

14.94
10.85
12.07

.67

.02

.34

15.41
10.74
11.54

.55

.01

.32

100.00

47.20
16.45
14.51
3.99

10.47
1.11

100.00

45.25
17.63
15.64
3.85

10.20
1.58

93.73 94.15

76.79
16.94-

.71

2.04
2.35
1.17

76.05
18.10

.71

1.83
2.22
1.09

5.56 5.14

100.00 100.00

Percent
49.32

3.13
.14

2.38

54.97

20.40
11.11
12.54

.60

.01

.37

100.00

53.65
21.25
2.17
4.86
9.63
1.60

93.16

71.26
21.90

.77

2.07
2.68
1.32

6.07

100.00

EARNINGS, EXPENSES, AND DIVIDENDS OF NATIONAL BANKS FOR
YEAR ENDED DECEMBER 31, 1946

The net profits of national banks after income taxes in the year
ended December 31, 1946, were $495,000,000, or $5,000,000 more
than those in the preceding year.

The net operating earnings before income taxes were $622,000,000,
an increase of $89,400,000 in the year. Adding to the net operating
earnings profits on securities sold of $110,500,000 and recoveries on
loans and securities, etc., previously charged off of $104,200,000,
and deducting therefrom losses and charge-offs of $155,700,000 and
taxes on net income of $186,000,000, the net profits before dividends
for the year 1946 amounted to the $495,000,000 mentioned above,
which was 10.11 percent of average capital accounts for the year.

The gross earnings in 1946 were $1,574,000,000, or $224,000,000
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more than in 1945. The principal items of operating earnings for
1946 were $701,600,000 from interest on United States Government
obligations and $102,600,000 from interest and dividends on other
securities, a total of $804,200,000, which was an increase of $59,600,000
over the corresponding period in 1945; and interest and discount on
loans of $507,200,000, an increase of $133,000,000. The principal
operating expenses were $451,800,000 for salaries and wages of officers
and employees and fees paid to directors, an increase of $79,800,000
over 1945; and $144,500,000 expended in the form of interest on time
and savings deposits, an increase of $20,000,000. Total operating
expenses excluding income taxes were $951,600,000, as against
$816,700,000 in 1945.

Profits on securities sold during 1946 aggregating $110,500,000 were
$31,300,000 less than in the preceding year, and losses and deprecia-
tion on securities in 1946 totaled $74,600,000 or $7,000 less than the
year before. Losses charged off on loans and discounts of $44,500,000
were $14,900,000 more than in the previous year. Taxes on net
income, Federal and State, in the year 1946 totaling $186,000,000
exceeded the amount of such taxes paid in the preceding year by
$15,400,000.

Cash dividends declared on common and preferred stock in 1946
totaled $170,100,000, in comparison with $155,600,000 in 1945. The
rate of cash dividends was 3.48 percent of average capital funds.
Cash dividends to stockholders in 1946 were 34.38 percent of the net
profits available. The remaining 65.62 percent of net profits, or
$324,800,000, was retained by the banks in their capital accounts.

Interest and dividends on securities were 51 percent of gross earnings
in the year 1946, with the banks in Federal Reserve district No. 11
showing the smallest ratio of 40 percent and those in district No. 3 the
largest ratio of 60 percent. Interest and discount on loans accounted
for 32 percent of the gross earnings, varying in ratio from 27 percent in
district No. 7 to 44 percent in district No. 11. Salaries, wages, and
fees were 29 percent of gross earnings, ranging from 26 percent in
district No. 4 to 31 percent in district No. 12. The net operating
earnings before income taxes were 39% percent of gross earnings, with
averages ranging from 37 percent in district No. 4 to 42 percent in
district No. 10.

Interest and discount on loans to the average total of loans in the
year was 3 percent and varied from almost 2% percent in district No. 2
to more than 4 percent in districts Nos. 10 and 12. Interest and
dividends on securities was more than 1% percent on average total
securities held, the banks in district No. 10 showing the lowest ratio,
nearly 1% percent, while the banks in districtjNo. 3 showed t̂he] high-
est ratio, almost 2 percent.

Net operating earnings before income taxes were 13 percent of
average total capital accounts, the lowest ratio being 9 percent in
district No. 4, and the highest ratio 18 percent in district No. 12. Net
profits before dividends for the period were 10 percent of average
capital accounts, the ratios ranging from nearly 7 percent in district *
No. 1 to 13 percent in district No. 12.
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8 REPORT OF THE COMPTROLLER OF THE CURRENCY

Summaries of the earnings, expenses, and dividends of national
banks for the years ended December 31, 1945, and December 31, 1946,
are shown in the following table:

Earnings, expenses, and dividends of national banks for years ended Dec. 81,
1945 and 1946

[In millions of dollars]

1946

5,013
1, 699.8
4,893.0

701.6
102.6
507.2
69.4

192.7

1, 573.5

451.8
144.5
54.3
23.3

277.6

951.6

621.9

33.8
110.5
41.3
29.0

214.7

74.6
44.5
36.6

155.7

680.9

174.5
11.5

186.0

494.9

2.4

167.7
28.2

198.3

Percent

60.47
10.11
10.01
3.48

1945

5,023
1,616.9
4, 467. 7

651.6
93.0

374.1
61.2

169.3

1, 349.2

372.0
124.6
54.9
23.5

241.8

816.7

532.5

54.2
141.8
37.4
26.8

260.1

74.6
29.7
27.7

132.0

660.7

159.4
11.2

170.6

490.1

4.1

151.5
77.3

233.0

Percent

60.53
10.97
9.63
3.48

Change
since
1945

- 1 0
+82.9

+425.3

+50.0
+9.6

+133.1
+8.2

+23.4

+224.3

+79.8
+19.9

- . 6
- . 2

+35.8

+134.9

+89.4

-20.4
-31 .3
+3.9
+2.2

-45.4

0
+14.8
+8.9

+23.7

+20.2

+15.1
+.3

+15.4

+4.8

-1.7

+16.2
-49.1

-34.7

Percent

-0.06
-.86
+.38
0

Number of banks *
Capital stock (par value) 2_
Capital accounts *

Earnings from current operations:
Interest and dividends on—

U. S. Government obligations..
Other securities

Interest and discount on loans
Service charges on deposit accounts -
Other current earnings

Total.
Current operating expenses:

Salaries, wages, and fees
Interest on time deposits (including savings deposits)
Taxes other than on net income
Recurring depreciation on banking house, furniture and fixtures
Other current operating expenses

Total.

Net earnings from current operations

Recoveries and profits:
Recoveries on securities _.
Profits on securities sold or redeemed .
Recoveries on loans
Allother.

Total.
Losses and charge-ofEs:

On securities
On loans
Allother

Total

Profits before income taxes..

Taxes on net income:
Federal
State- —

Total.

Net profits before dividends.

Dividends:
On preferred stock.,.
On common stock:

Cash dividends ._
Stock dividends _

Total.

Ratios:
Expenses to gross earnings
Net profits before dividends to capital accounts .

• Cash dividends to capital stock.
Cash dividends to capital accounts__

* Number at end of period. Remaining figures include earnings, expenses, etc., of those banks which re-
ported for the first half of the year only.

* Figures are averages of amounts reported for the June and December call dates in the current year and
the December call date in the previous year.

NOTE.—Figures are rounded to the nearest tenth of a million and may not equal totals.
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STRUCTURAL CHANGES IN THE NATIONAL BANKING SYSTEM

The authorized capital stock of the 5,019 national banks in exist-
ence at the close of business on December 31, 1946, including 6
inactive banks, consisted of common capital stock aggregating
$1,715,261,467, a net increase during the year of $126,920,657, and
preferred capital stock aggregating $43,043,574, a net decrease during
the year of $29,592,792.

During the year ended December 31, 1946, in addition to 26 appli-
cations with proposed capital stock of $7,270,000 carried over from
the previous year, 71 applications were received to organize national
banks and to convert State banks into national banking associations,
with proposed capital stock aggregating $16,045,000. Of these appli-
cations, 43 with proposed capital stock aggregating $11,335,000 were
approved; 21 with proposed capital stock aggregating $2,975,000 were
rejected; and the remainder were still pending or had been abandoned
on December 31, 1946. From the applications carried over from the
previous period and the 43 applications approved during the current
year, 36 national banking associations with common capital stock
aggregating $8,475,000 were authorized to commence business. Of
the 36 charters issued, 14 with common capital stock aggregating
$5,100,000 were the result of the conversions of State banks; and 1
with common capital of $100,000 was organized for the purpose of
acquiring the business of a liquidating national bank.

During the year ended December 31, 1946, 28 national banks and
9 State banks were consolidated into 18 national banking associa-
tions, under authority of the act of November 7, 1918, as amended,
the common capital stock of the consolidated banks being $88,324,460
and the preferred capital stock being $500,000, Additional assets of
approximately $854,026,091 were brought into the national banking
system by reason of the State banks consolidated with the national
banks. Also, during this period national banks reported the pur-
chase of the business of 10 State banks, with aggregate capital stock
of $397,500 and aggregate assets of approximately $27,087,938.

During the year ended December 31, 1946, 35 national banks with
common capital stock of $4,211,000, among which were 3 with pre-
ferred capital stock aggregating $324,000, went into voluntary liqui-
dation in the manner provided by sections 5220 and 5221, United
States Revised Statutes. Of these banks, 3 with common capital
stock of $185,000, and assets of $4,500,432, paid their depositors and
quit business; 13 with common capital stock of $1,712,500 and as-
sets aggregating $81,438,377, were succeeded by other national banks;
and 19 with common capital stock of $2,313,50;0, and assets aggre-
gating $99,178,173, including 3 with preferred capital stock of
$324,000, were succeeded by State banks.
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10 REPORT OF THE COMPTROLLER OF THE CURRENCY

Changes in the number and capital stock of national banks during
the year ended December 31, 1946, are shown in the following
summary:

Organization, capital stock changes, and national banks closed as reported during
the year ended Dec. 81, 1946

Number
of banks

Capital stock

Common Preferred

Increases:
Charters issued:

Reorganizations
Conversions of State banks
Primary organizations-

Capital stock:
137 cases, by regular cash increases
178 cases, by stock dividends under sec. 5142, U.S. Revised

Statutes
116 cases, by stock dividends under provisions of articles

of association
31 cases, byconversion of preferred stock
15 cases, by statutory consolidation

$100,000
5,100,000
3,275,000

26, 236,460
24,104,607

3, 255, 205
, 538, 675

61,845,710

Total increases.. 36 131,455, 657

Decreases:
Voluntary liquidations:

Succeeded by national banks
Succeeded by State banks
Quit business .

Statutory consolidations _
Capital stock:

304 cases, by retirement
4 cases, by reduction
1 case, by statutory consolidation.

1,712,500
2,313, 500

185,000
$324,000

274,000
50,000

29,268,792

Total decreases . 45 4, 535,000 29,592,792

Net change
Charters in force Dec. 31,1945, and authorized capital stock..

Charters in force Dec. 31,1946, and authorized capital stock..

5,028
+126,920, 657
1,588,340, 810

-29, 592,792
72, 636,366

5,019 1, 715, 261,467 43,043, 574

BRANCHES

On December 31, 1946; 238 national banks were operating a total
of 1,745 branches, including 6 seasonal offices.

During the year ended December 31, 1946, 85 branches were brought
into the national banking system. Of the 85 branches, 49 were
authorized to operate in places other than the city in which the parent
bank is located. During the same period 9 branches were discontinued,
4 through action of the boards of directors of the parent banks and
5 through voluntary liquidation of the parent banks.

Of the 85 branches authorized, 80 were operating on December
31, 1946. Five branches authorized in 1945 did not begin operations
until 1946. There was a gain in the system of 76 operating branches in
the year.

NATIONAL BANK NOTES OUTSTANDING

There were as of December 31, 1946, $111,535,695 of national bank
notes outstanding.
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DISTRIBUTION OF ALL BANKS

11

On December 31, 1946, there were 14,633 commercial and savings
banks in the United States and possessions with deposits of $156,801,-
396,000. Of these banks 13,550, or 93 percent, with 95 percent of the
deposits, were insured banks. The 5,007 national banks, members
of the Federal Reserve System, represented 34 percent of all banks
and held 50 percent of the total deposits. The 533 mutual savings
banks, of which 192 were insured banks, held $16,835,197,000 of
deposits.

Classification of all banks, Dec. 31, 1946

National banks
State member banks:

Commercial _._
Mutual savings

Nonmember insured banks:
State commercial*
Mutual savings

Total insured banks
Nonmember uninsured banks:

State commercial and private2 . - .
Mutual savings

Total.. ,_

Banks

Num-
ber

5,007

1,890
3

6,462
188

13,550

741
342

14, 633

Per-
cent of
grand
total

34.22

12.92
.02

44.16
1.28

92.60

5.06
2.34

100. 00

Change
in 12

months
(percent
of grand

total)

-0.15

+.15
0

+.17
- . 0 1

+.16

- . 1 6
0

Deposits

Amount
(000

omitted)

$78,774,655

39, 379,627
15,619

18,875,007
11, 412, 087

148,456, 995

2,936,910
5,407,491

156, 801,396

Per-
cent of
grand
total

50.24

25.11
.01

12.04
7.28

94.68

1.87
3.45

100. 00

Change
in 12

months
(percent
of grand

total)

-0 .77

-1 .74
0

+1.14
+1.07

- . 3 0

- . 1 5
+.45

1 Includes 4 nonmember insured national banks and 1 insured private bank.
2 Includes 2 nonmember uninsured national banks.

ASSETS AND LIABILITIES OF ALL BANKS IN THE UNITED STATES
AND POSSESSIONS

The total deposits of all classes of active banks in the United States
and possessions on December 31, 1946, amounted to $156,801,000,000,
a decrease of $9,729,000,000, or nearly 6 percent, in the amount re-
ported on December 31, 1945.

The total assets at the end of 1946 amounted to $169,406,000,000,
which was $8,945,000,000, or 5 percent, less than at the end of the
calendar year 1945. The decrease in assets in the year 1946 was due
to a reduced amount of United States Government obligations held
because of Federal debt retirement.

The banks held obligations of the United States Government,
direct and guaranteed, of $87,094,000,000 in December 1946, a
decrease of $14,810,000,000, or nearly 15 percent, since December
1945. Obligations of States and political subdivisions held amounted
to $4,478,000,000, an increase of $394,000,000, and other securities
held amounted to $5,065,000,000, an increase of $537,000,000. The
aggregate of all securities held at the end of December 1946 was
$96,637,000,000, and represented 57 percent of the banks' totai
assets. At the end of the calendar year 1945 the ratio was 62 percent.

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

1946



12 REPORT OF THE COMPTROLLER OF THE CURRENCY

Loans totaled $35,823,000,000 in December 1946, an increase of
$5,356,000,000, or nearly 18 percent, since December 1945. Commer-
cial and industrial loans of $14,237,000,000 at the end of 1946 were
48 percent greater than at the end of 1945; consumer loans of
$4,109,000,000 showed an increase in the year of 70 percent; real
estate loans of $11,675,000,000 were up 30 percent and all other
loans of $5,802,000,000 showed an increase of 39 percent in the year.

Cash and balances with other banks, including reserve balances,
in December 1946 were $35,218,000,000, a decrease of $397,000,000
since December 1945.

Total capital accounts on December 31, 1946, were $11,438,000,000,
compared to $10,612,000,000 at the end of 1945. The total of surplus,
profits and reserves at the end of 1946 was $8,138,000,000, an increase
of $714,000,000, or 10 percent, in the year.

Deposits of individuals, partnerships, and corporations of
$131,616,000,000 on December 31, 1946, were $12,392,000,000, or
more than 10 percent greater than at the end of 1945, and United
States Government and postal savings deposits of $3,193,000,000
were $21,586,000,000 less than at the end of 1945, due to the with-
drawal of war loan accounts to provide for Federal debt retirement.
Deposits of States and political subdivisions of $6,912,000,000 showed
an increase in the year of $1,091,000,000. Deposits of banks were
$12,680,000,000, a decrease of $1,409,000,000, and other deposits
were $2,400,000,000, a decrease of $216,000,000.

A statement of the assets and liabilities of all classes of active banks
in the country at the end of December 1945 and 1946 follows:

Assets and liabilities of all banks in the United States and possessions, 1945 and
[In millions of dollars!

Dec. 31,
1946

Dec. 31,
1945

Change
since
1945

Number of banks

ASSETS
Loans on real estate . . . -
Commercial and industrial loans (including open-market paper)
Loans to brokers and dealers in securities and other loans for the purpose of

purchasing or carrying securities
Other loans, including overdrafts.

Total loans -

U. S. Government obligations, direct and guaranteed
Obligations of States and political subdivisions
Other bonds, notes, and debentures—
Corporate stocks, including stocks of Federal Reserve banks

Total securities

Currency and coin
Balances with other banks, including reserve balances, and cash items in

process of collection _. «.
Bank premises owned, furniture and fixtures
Real estate owned other than bank premises
Investments and other assets indirectly representing bank premises or

other real estate
Customers'liability on acceptances outstanding....
Interest, commissions, rent, and other income earned or accrued but not

collected i
Other assets

Total assets

14,633

11,675
14,237

3,163
6,748

35,823

87,094
4,478
4,537

528

96,637

2,222

32,996
1,017

71
134

272
195

169, 406

14,598

9,600

6,827
5,060

30,467

101,904
4,083
3,991

538

110,516

2,025

33,589
1,020

73

77
76

296
212

178, 351

+35

+2, 695
+4, 637

- 3 , 664
+ 1 , 688

+5 , 356

-14, 810
+395
+546

- 1 0

- 1 3 , 879

+197

-593
- 3

- 3 4

+58

- 2 4
- 1 7
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REPORT OF THE COMPTROLLER OF THE CURRENCY 13
Assets and liabilities of all banks in the United States and possessions, 1945 and

1946—Continued
[In millions of dollars]

LIABILITIES

Deposits of individuals, partnerships, and corporations:
Demand
Time

U. S. Government and postal savings deposits
Deposits of States and political subdivisions
Deposits of banks
Other deposits (certified and cashiers' checks, etc.) .

Total deposits __

Bills payable, rediscounts, and other liabilities for borrowed money .
Acceptances executed by or for account of reporting banks
Interest, discount, rent, and other income collected but not earned
Interest, taxes, and other expenses accrued and unpaid
Other liabilities

Total liabilities

CAPITAL ACCOUNTS

Capital notes and debentures
Preferred stock
Common stock
Surplus
Undivided profits
Reserves and retirement account for preferred stock and capital notes and

debentures

Total capital accounts

Total liabilities and capital accounts

Dec. 31,
1946

81,328
50, 288
3,193
6,912

12, 680
2,400

156, 801

151
104
402
462

157,968

116
3,116
5,401
2,049

11, 438

169, 406

Dec. 31,
1945

73,932
45, 292
24,779
5,821

14,090
2,616

166, 530

227
87
59

383
453

167,739

72
164

2,952
5,004
1,781

639

10, 612

178,351

Change
since
1945

+7,396
+4,996

-21,586
+1,091
-1,410

-216

- 9 , 729

-179
+64
+45
+19
+9

-9,771

- 4
- 4 8

+164
+397
+268

+49

+826

-8,945

REPORTS FROM BANKS

National banks in the continental United States, Alaska, the Terri-
tory of Hawaii, and the Virgin Islands of the United States were, in
accordance with the provisions of section 5211 of the Revised
Statutes, called upon to submit three reports of condition during the
year ended December 31, 1946. Reports were required as of June
29, September 30, and December 31. Summaries from all condition
reports, by States, are published in pamphlet form. National banks
were also required by the statute to obtain reports of their affiliates
and holding company affiliates other than member banks and to submit
such reports to the Comptroller as of the three dates for which condi-
tion reports of the banks were obtained.

Under the general powers conferred upon him by law, the Comp-
troller required from each national bank during the period indicated
semiannual reports of earnings, expenses, and dividends; also reports
of condition of foreign branches of national banks as of December 31,
1946.

National banking associations authorized to act in a fiduciary capac-
ty were called upon to submit reports of their trust departments as

of the close of business on December 31, 1946.
In accordance with section 298 of the Code of Law for the District of

Columbia, banks other than national in the District were required to
make to the Comptroller condition reports and reports of earnings,
expenses, and dividends identical with those obtained from national
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14 REPORT OF THE COMPTROLLER OF THE CURRENCY

banks during the year. Building and loan associations and credit
unions in the District of Columbia under the supervision of the Comp-
troller were required to submit reports of their assets and liabilities
as of December 31, 1946, and reports of receipts and disbursements
for the year ended December 31, 1946.

Detailed figures for reports of condition and earnings and dividends
will be found in the appendix of this report.

AFFILIATES AND HOLDING COMPANY AFFILIATES OF NATIONAL
BANKS

The Federal statute requires each national bank to obtain and sub-
mit to the Comptroller periodically reports of its affiliates, as defined
in sections 2 (b) and (c) of the Banking Act of 1933, as amended,
unless waived by the Comptroller. At the end of December 1946,
868 of the national banks reported 12,474 affiliates and holding com-
pany affiliates, of which 10,754 were duplications reported by 251
banks. The actual number of affiliates, or 1,720, included 24 holding
company affiliates which controlled 189 active national banks, vary-
ing in number from 1 to 49 associations. Under the waiver of require-
ment for reports of affiliates, it was necessary for only 349 banks to
submit and publish 410 reports of affiliates and holding company
affiliates. Of the latter number 178 were duplications of reports of
affiliates and holding company affiliates by 175 banks.

LIQUIDATION OF INSOLVENT NATIONAL BANKS

During the year ended December 31, 1946, there were no failures of
national banks. The liquidation of 2 insolvent national banks was
completed during the year, leaving a total of 11 receiverships in
process of liquidation as of December 31, 1946. Of such 11 banks, 6
were in charge of the Federal Deposit Insurance Corporation as
receiver. Of the remaining 5 banks, 4 were involved in litigation and 1
had remaining assets to be liquidated before a final dividend could
be paid.

ISSUE AND REDEMPTION OF NOTES

One thousand and nineteen shipments of Federal Reserve currency
were made from Washington, D. C , during the year ended December
31, 1946, to Federal Reserve agents and Federal Reserve branch banks,
aggregating $4,568,480,000 and in addition, 21 deliveries were made to
the Treasurer of the United States aggregating $78,600,000.

Five thousand two hundred and ten lots of unfit Federal Reserve
currency were received for verification and certification for destruction
consisting of 446,058,912 notes aggregating $4,671,994,322.

Thirty-two lots of national bank notes were received for verification
and certification for retirement and destruction consisting of 466,764
notes aggregating $6,844,955.
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Fourteen thousand six hundred and forty-three fragments or charred
Federal Reserve and national bank notes aggregating $264,765 were
presented by the Treasurer of the United States for identification and
approval.

ORGANIZATION AND STAFF

The personnel of the Office of the Comptroller of the Currency on
December 31,1946, consisted of 1,037 persons. Two hundred and fifty-
one were assigned to the Washington office, including 79 in the Division
of Insolvent National Banks, which is to be rapidly contracted, and
24 in the Division of Federal Reserve Issue and Redemption which is
an expense of the Federal Reserve banks. One hundred and seventeen
clerical employees were stationed in the 12 field offices located in
each of the 12 Federal Reserve districts. There was a net increase
of 141 during the year in the total number employed, occasioned
largely by the return from military service of 112 field employees and
9 Washington office employees. Only seven field employees and four
Washington office employees remained in the armed forces on Decem-
ber 31, 1946.

During the year 21 national-bank examiners and 73 assistant
national-bank examiners left the service. In the same period 24
assistant examiners were promoted to examiners and 116 new assist-
ants were appointed, leaving a total of 231 national-bank examiners
and 438 assistant examiners in the service at the year end.

The large volume of work performed by 231 national-bank exami-
ners, and their assistants numbering 438, will be more fully appre-
ciated in the light of the following facts. All of the 5,013 national
banks, which at the end of 1946 had total assets of nearly 85 billion
dollars, were examined once and 4,493 of the banks were examined
twice, making a total of 9,506 examinations. In addition, 3,012
branch-bank examinations, 1,899 trust-department examinations,
and 78 affiliate examinations were performed by these examiners.
Moreover, they were required to make a rather substantial number of
field investigations in connection with applications for the establish-
ment of new banks and nejv branch banks.

When it is considered that a national-bank examiner in performing
a bank examination makes an actual verification of all assets, including
loan-collateral assets, proves liability accounts, appraises all types of
loans as to their colle<itibility and value, evaluates investment
securities and analyzes the securities as to investment quality,
analyzes the earnings of the institution, investigates for violations
of banking law and other applicable statutes, makes a general appraisal
of the capacity and ability of management and the soundness of
policies being followed, plus a multitude of subsidiary matters, and
incorporates his findings in a written report to this office, the great
volume of work which these men perform and their heavy responsi-
bilities may be better understood. We sincerely believe that few
branches of government service or private industry can approach
the quality and volume of work performed by our national-bank
examiners and assistant examiners.
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16 REPORT OF THE COMPTROLLER OF THE CURRENCY

EXPENSES OF THE BUREAU

The expenses of the Office incident to the supervision of banks are
met largely by fees assessed against the banks. This figure for the
calendar year 1946 was $4,798,894.67.

This amount was supplemented by congressional appropriations
totaling $153,245.42.

The expenses of the Division of Insolvent National Banks are paid
from assessments against the banks in process of liquidation. Such
expenses for the calendar year 1946 were $314,222.03.

The expenses of the Division of Federal Reserve Issue and Re-
demption are paid by the Federal Reserve banks. This item for 1946
was $59,644.57.
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ANNUAL REPORT
OF THE

COMPTROLLER OF THE CURRENCY

The Comptroller of the Currency has the honor to present here-
with the Eighty-fifth Annual Report of his office to the Congress of
the United States.

On November 24, 1947, the Federal and State bank supervisory
agencies made the following joint statement:

Our country is experiencing a boom of dangerous proportions. The volume
of bank credit has been greatly inflated in response to the needs for financing the
war effort. Domestic and foreign demands for goods and services are exerting
a strong upward pressure on prices in spite of the high volume of our physical
production. These demands would be inflationary without any further increase
in the use of bank credit, but the demand is being steadily increased through
continued rapid expansion in bank loans, in addition to other factors outside
the control of the banking system.

A substantial increase in production, agricultural as well as industrial, would
be highly beneficial. However, increases can only take place slowly and to a
limited degree. In industry, they are dependent upon corresponding increases
in the available supply of basic raw materials, plant capacity, and the number
and productivity of the labor force. Therefore, a further growth of outstanding
bank credit tends to add to the already excessive demand and to make for still
higher prices.

The Board of Governors of the Federal Reserve System, the Comptroller of
the Currency, the Federal Deposit Insurance Corporation, and the Executive
Committee of the National Association of Supervisors of State Banks are unani-
mously of the view that present conditions require the bankers of the country
to exercise extreme caution in their lending policies. It is at times such as these
that bad loans are made and future losses become inevitable.

It is recognized that a continued flow of bank credit is necessary for the pro-
duction and distribution of goods and services. The banks of the country have
adequately met this important need in the reconversion period. Under existing
conditions, however, the banks should curtail all loans either to individuals or
businesses for speculation in real estate, commodities or securities. They should
guard against the over-extension of consumer credit and should not rela'x the
terms of installment financing. As far as possible extension of bank credit under
existing conditions should be confined to financing that will help production rather
than merely increase consumer demand.

The bank supervisory authorities strongly urge directors to see that their banks
follow these policies and maintain adequate capital in relation to risk assets.

This statement is indicative of the situation which faced the banks
and the Nation at the close of the year covered by this report. As
incident to the effort put forth to win World War II, the United
States greatly increased the volume of its money supply while strip-
ping to the barest minimum its production of durable and consumer
goods. Thus the stage was set for a postwar inflation which has
become active and dangerous in these final months of 1947. Inflation
is an insidious thing and in the preliminary stages develops momentum
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difficult to arrest. Until the bubble bursts, there is a certain stimu-
lation and excitement about it which oftentimes deceives us as to
its ultimate consequences.

Among thoughtful men there is a general understanding that this
problem must be solved. The penalty for failure to solve it will be
an economic disaster of the first magnitude, But there is something
deeper and more fundamental involved here than simply the question
of another depression and another downswing in the business cycle.
What is on trial now in these United States is the basic question of
whether a free enterprise system can discipline itself; whether men
working in a competitive economy can impose upon themselves
voluntary restraints which must be imposed if the system is to endure.
This is as "serious a question as we have ever faced.

As one of the unhappy consequences of the most devastating of all
wars, the world appears to be dividing into two camps. Behind the
iron curtain to the East there is developing a menacing force built
upon the philosophy that the state is all important—the individual
merely a cog in the machine. We of the Western world have a differ-
ent concept. We believe in the individual and his initiative and that
the state exists primarily for the development of this individual and
for his well being. In a sense, what we are trying to do today is to
justify our position in this clash of systems—to prove that free
individualism yet remains the better way of life.

In this connection, it would seem that we of this generation "have
outgrown the old Adam Smith theory that somehow, in some fashion,
a group of people working for their own selfish advantage, and with
that only in mind, make the greatest contribution to the public
welfare. In a pioneer economy, this sharp acquisitive urge is useful
and possibly necessary as a driving force. But unless tempered or
controlled it may well prove too primitive an instrument to be unre-
strained in our presently highly organized and delicately balanced
world.

There sits beside every executive today an invisible critic of his
decisions. Consideration of the "general whole" in the light of his
decisions now becomes a live and vital factor, not a negative one.
When we operate our banks or when we engage in any of the multi-
farious activities which make up the complicated design of our
economic life, we are obliged to take into consideration the broader
aspect of what we are doing and what influence it may have upon the
entire economic structure. To fail to grasp the importance and
compulsion of this demand upon our imagination may well mean that
"all our pomp of'yesterday is one with Nineveh and Tyre."

It is realized that this is no bill of particulars. The supervisory
agencies have no desire to impose restraints upon lending operations
which would trespass upon the field of bank management. We do
feel, however, that we can ask the banks through their own voluntary
cooperation, to forego what may be an immediate advantage for the
sake of the larger and more enduring advantage of all. Many of our
cynical friends will dismiss such talk as wishful thinking in an ex-
tremely practical and selfish world. But let us not forget that the
greatest forces in the world today, as always, remain the intangibles.
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Man's progress from the primitive is measured by the restraints he
imposes upon himself and by far the most important and lasting of
these restraints are not those written into statute but those which flow
naturally from inner conviction and the development of character.

This struggle of man to see beyond the horizon of his own immediate
interests is not new. It has been going on for many years. In the
early eighteenth century a brilliant Frenchman, Baron de Monte-
squieu, author of the famous L'Esprit des Lois, wrote in his Pensees
Diverses a few lines which should commend themselves to all of us.
He said:

I will never do anything which is to my personal advantage but which would be
to the detriment of my family; I will never do anything which would be to the
advantage of my family but prejudicial to my community; and I will never do
anything which would be to the advantage of my community but to the dis-
advantage of France.
Never was a philosophy of personal conduct more pertinent to the
times.

What if this program for voluntary credit control cannot succeed?
What if we are unable to rise to those heights of far-sightedness which
are necessary to make it a success? While the banking world is only
one facet of this whole inflation problem we are an extremely im-
portant influence. It is imperative that we should show the way.
If we fail, and our failure results in a like refusal in other fields, then
we are no longer free men and the individual has lost his dignity. He
will be a prisoner in some form of tyranny. It is no exaggeration to
say that this is the cause for which we throw down a gauntlet today.
It is worthy of our steel.

At the end of 1947, the National Banking System embraced 5,011
active national banking associations. Of this number, 254 operated
1,841 domestic branches, making the total number of banking offices,
6,852.

The Comptroller issued charters for 17 new national banks in 1947.
In addition there were 8 conversions of State banks. He rejected 20
applications for new charters. He approved 106 applications for
branches, and rejected 50.

One hundred and forty-three national banks increased their capital
funds during 1947 by $19,000,000 through the sale ot new shares.
Total capital accounts grew by $271,525,000, largely through retention
of earnings.

Total deposits of national banks increased during 1947 from
$79,050,000,000 to $82,275,000,000, reversing the trend of the previous
year. Government obligations continued to bulk less largely, per-
centagewise, among bank assets, while loans and discounts continued
their increase, both absolutely and relatively.

A comparison of the assets and liabilities of the banks in the Na-
tional Banking System as of December 31, 1946, June 30, October 6,
and December 31, 1947, reported pursuant to calls for condition state-
ments by the Comptroller of the Currency, is shown in the following
table:
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Assets and liabilities of national banks on dates indicated
[In thousands of dollars]

ASSETS

Loans and discounts, including overdrafts
U. S. Government securities, direct obligations
Obligations guaranteed by U. S. Government-
Obligations of States and political subdivisions
Other bonds, notes, and debentures
Corporate stocks, including stocks of Federal Re-

serve banks _

T o t a l l o a n s a n d s e c u r i t i e s . _ . _ _ .
Cash, balances with other banks, including reserve

balances, and cash items in process of collection...
Bank premises owned, furniture and fixtures
Real estate owned other than bank premises
Investments and other assets indirectly represent-

ing bank premises or other real es ta te . . .
Customers' liability on acceptances outstanding
Interest, commissions, rent, and other income

earned or accrued but not collected. __ _
Other assets _

Total assets _.
LIABILITIES

Demand deposits of individuals, partnerships, and
corporations

Time deposits of individuals, partnerships, and cor-
porations _ __ ._ _

Deposits of XJ. S. Government and postal savings..
Deposits of States and political subdivisions
Deposits of banks
Other deposits (certified and cashiers' checks, etc.j .

Total deposits

Demand deposits
Time deposits

Bills payable, rediscounts, and other liabilities for
borrowed money

Mortgages or other liens on bank premises and
other real estate

Acceptances executed by or for account of reporting
banks and outstanding

Interest, discount, rent, and other income collected
but not earned __ _ _

Interest, taxes, and other expenses accrued and un-
paid. _

Other liabilities

Total liabilities _
CAPITAL ACCOUNTS

Capital stock (see memoranda below) _
Surplus _
Undivided profits.
Reserves and retirement account for preferred stock.

Total capital accounts

. Total liabilities and capital accounts
MEMORANDA

Par value of capital stock:
Class A preferred stock _
Class B preferred stock
Common stock

Total

Retirable value of preferred capital stock:
Class A preferred stock
Class B preferred stock _

Total

Assets pledged or assigned to secure liabilities and
for other purposes (including notes and bills redis-
counted and securities sold with agreement to
repurchase)... .

Dec. 31,1946
(5,013 banks)

17,309, 767
41, 835, 752

7,780
2, 659, 598
1,986,327

153, 359

63,952,583

20, 067,167
508,893

8,488

45,464
73, 270

137, 022
57,376

84,850,263

45, 522,709

18,031,756
1,843,485
4,125, 722
8,170,924
1,355, 243

79, 049, 839

60,468,758
18,681,081

20,047

339

83,280

56,635

223, 436
266,888

79, 700,464

1, 756, 621
2, 275, 884

785, 558
331,736

5,149, 799

84,850, 263

38, 765
3,024

1,714,982

1, 756,771

52,281
4,122

56,403
—

8,835,351

June 30,1947
(5,018 banks)

18,810,006
39,419, 227

6,378
2,900,981
1,896, 733

155,338

63,188,663

19, 395, 548
517,373

8, 580

46, 257
52,282

141, 047
63,510

83, 413,260

44,751,010

18, 556,606
870,853

4, 562, 716
7,433,963
1,222,001

77,397,149

68,209,792
19,187,357

27,860

302

58, 958

71,446

221, 525
327,340

78,104, 580

1,770,871
2,329,951

874, 798
333,060

5,308,680

83,413,260

25,790
2, 569

1,742,637

1,770,996

38,857
3,656

42, 513

7,699,288

Oct. 6,1947
(5,019 banks)

20,081,046
\ 3Q fi29 2fi7

3,050,027
1,981,623

155, 952

64,890,915

20, 216, 609
524, 559

9,701

48,191
72,910

148,428
76,063

85,987,376

45, 778,324

18, 725,697
1,620, 273
4,318,484
8,153,144
1,124,122

79, 720,044

60,353,155
19,366,889

143, 835

296

81,065

79,441
239,823
301,840

80, 566,344

1,775,463
2,341, 737

963,589
340,243

5,421,032

85,987,376

24,532
2,478

1,748,557

1,775,567

37,406
3,565

40,971

8,205,003

Dec. 31,1947
(5,011 banks)

21,480,457
/ 38,819,276
\ 6,159

3,028,607
2,000,094

155,830

65,490,428

22,075,590
534, 266

8,124

43,970
87, 522

142,281
64,824

88,447,000

48,079,210

18,764,017
902,426

4,726,333
8,411,473
1,391,897

82,275,356

62,835,410
19,489,946

45,135

316
101,182

86,704
203, 694
313,289

83,025,676

1,779,766
2,399,520

893, 232
348,806

5,421,324

88,447,000

25,037
2,403

1,752,409

1,779,849

35,070
3,491

38,561

7,774,608
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REPORT OF THE COMPTROLLER OF THE CURRENCY 5

TRENDS IN BANKING

The following table shows the changes that have occurred in recent
years in the relationships of the major asset and liability accounts of
national banks to the aggregates of assets and liabilities.

Distribution of assets and liabilities of national banks, Dec. SI, 1944-4?

ASSETS
Securities:

U. S. Government, direct and guaranteed
Obligations of States and political subdivisions .
Stock of Federal Reserve banks
Other bonds and securities

Total securities . . __ ._-

Loans and discounts -
Cash and balances with other banks, excluding reserves
Reserve with Reserve banks
Bank premises, furniture and fixtures.
Other real estate
All other assets .._

Total assets

LIABILITIES
Deposits:

Demand of individuals, partnerships, and corporations
Time of individuals, partnerships, and corporations __.
TJ. S. Government
States and political subdivisions _ __ _
Banks
Other deposits (including postal savings)

Total deposits

Demand deposits
Time deposits

Other liabilities
Capital funds:

Capital stock
Surplus
Undivided profits and reserves

Total capital funds

Total liabilities and capital funds

1944

Percent
56.50
2.67
.13

1.81

61.11

14.94
10.85
12.07

.67

.02

.34

100.00

47.20
16.45
14. 51
3.99

10.47
1.11

93.73

76.79
16.94

.71

2.04
2.35
1.17

5.56

100.00

1945

Percent
56.85
2.59
.12

1.87

61.43

15.41
10. 74
11.54

.55

.01

.32

100.00

45.25
17.63
15.64
3.85

10.20
1.58

94.15

76.05
18.10

.71

1.83
2.22
1.09

5.14

100.00

1946

Percent
49.32
3.13
.14

2.38

54.97

20.40
11.11
12.54

.60

.01

.37

100.00

53.65
21.25
2.17
4.86
9.63
1.60

93.16

71.26
21.90

.77

2.07
2.68
1.32

6.07

100.00

1947

Percent
43.90
3.42
.14

2.30

49.76

24.29
11.74
13.22

.60

.01

.38

100.00

54.36
21.21
1.02
5.34
9.51
1.58

93.02

71.04
21.98

.85

2.01
2.71
1.41

6.13

100.00

EARNINGS, EXPENSES, AND DIVIDENDS OF NATIONAL BANKS FOR
YEAR ENDED DECEMBER 31, 1947

The net profits of national banks after income taxes in the year
ended December 31, 1947, were $453,000,000, or nearly $42,000,000
less than those in the preceding year.

Net operating earnings before income taxes were $644,000,000, an
increase of $22,000,000 in the year. Adding to the net operating
earnings, profits on securities sold of $62,000,000 and recoveries, etc.,
previously charged off of $99,000,000, and deducting therefrom losses
and charge-offs of $169,000,000 and taxes on net income of $183,000,-
000, the net profits before dividends for the year 1947 amounted to
the $453,000,000 mentioned above, which at an annual rate amounts
to 8.36 percent of capital funds.

The principal items of operating earnings for 1947 were $621,000,000
from interest on United States Government obligations and $105,000,-
000 interest and dividends on. other securities, a total of $726,000,000,
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6 REPORT OF THE COMPTROLLER OF THE CURRENCY

which was a decrease of $78,000,000 in the figures reported for 1946;
and interest and discount on loans of $706,000,000, an increase of
$199,000,000. The principal operating expenses were $521,000,000
for salaries and wages of officers and employees and fees paid to
directors, an increase of $69,000,000 over 1946, and $163,000,000
expended in the form of interest on time and savings deposits, an
increase of $19,000,000. Gross earnings from current operations in
1947 were $1,725,000,000, an increase of $151,000,000 over the
previous year. Operating expenses were $1,081,000,000 as against
$952,000,000 in 1946.

Profits on securities sold in 1947 amounting to $62,000,000, or
$49,000,000 less than in the preceding year, and losses and deprecia-
tion on securities in 1947 totaling $70,000,000 were nearly $5,000,000
less than in the year before. Losses charged off on loans and discounts
of $74,000,000 were $29,000,000 more than in 1946. Taxes on net
income, Federal and State, in the year 1947, totaling $183,000,000,
were $3,000,000 less than the amount of such taxes paid in 1946.

Cash dividends declared on common and preferred stock in 1947
totaled $184,000,000, in comparison with $170,000,000 in 1946. The
annual rate of cash dividends was 3.39 percent of capital funds. The
cash dividends to stockholders in 1947 were 40.51 percent of the net
profits available for the year. The remaining 59.49 percent of net
profits, or $269,000,000, was retained by the banks in their capital
funds.

Interest and dividends on securities were 42 percent of gross earnings
in the year 1947, with the banks in Federal Reserve district No. 12
showing the smallest ratio of 32 percent and those in district No. 3
the largest ratio of 52 percent. Interest and discount on loans ac-
counted for 41 percent, varying in ratio from 34 percent in district
No. 2 to 52 percent in district No. 12. Salaries, wages, and fees were
30 percent, ranging from 27 percent in district No. 4 to 32 percent in
district No. 2. The net operating earnings before income taxes were
37 percent of gross earnings, with averages ranging from 35 percent
in district No. 1 to 41 percent in district No. 10.

Interest and discount on loans to the average total of loans in the
year was nearly 4 percent and varied from almost 3 percent in district
No. 2 to almost 4^ percent in districts Nos. 10 and 12. Interest
and dividends on securities was more than l}i perqent on average
total securities held, the banks in district No. 10 showing the lowest
ratio, nearly 1% percent, while the banks in district No. 3 showed
the highest ratio of 2 percent.

Net operating earnings before income taxes were 12 percent of
average total capital accounts, the lowest ratio being-9 percent in
districts Nos. 1, 2, and 4, and the highest ratio 19 percent in district
No. 12. Net profits before dividends for the period were 8>£ percent
of average capital accounts, the ratios ranging from 6 percent in
districts Nos. 1 and 4 to 12 percent in district No. 12.

Summaries of the earnings, expenses, and dividends of national
banks for the years ended December 31, 1946, and December 31,
1947, are shown in the following table:
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Earnings, expenses, and dividends of national banks for years ended Dec. 81,
1946 and 1947

[In millions of dollars]

Number of banks 1

Capital stock (par value)2

Capital accounts 2

Earnings from current operations:
Interest and dividends on—

U. S. Government obligations _.
Other securities

Interest and discount on loans
Service charges on deposit accounts _ __ . . .
Other current earnings

Total

Current operating expenses:
Salaries, wages, and fees
Interest on time deposits (including savings deposits) ._
Taxes other than on net income
Recurring depreciation on banking house, furniture and fixtures..
Other current operating expenses

Total

Net earnings from current operations

Recoveries and profits:
Recoveries on securities
Profits on securities sold or redeemed _
Recoveries on loans
Allother

Total

Losses and charge-offs:
On securities
On loans _ __ _ __
Allother

Total

Profits before income taxes

Taxes on net income:
Federal
State

Total _..

Net profits before dividends

Dividends:
On preferred stock
On common stock:

Cash dividends
Stock dividends

Total

Ratios:
Expenses to gross earnings-. . . _ _ _ _ _
Net profits before dividends to capital accounts _.
Cash dividends to capital stock
Cash dividends to capital accounts

1947

5,011
1,769.2
5,293.3

620.5
105.1
706.3
83.3

209.5

1, 724.8

520.7
163.3
59.1
24.1

313.6

1,080. 7

644.1

25.6
61.4
43.6
30.0

160.6

69.8
73.5
25.6

169.0

635.7

172.6
10.1

182.8

453.0

1.4

182.1
23.5

207.0

Percent
62.66
8.56

10.37
3.47

1946

5,013
1, 699.8
4,893.0

701.6
102.6
507.2
69.4

192.7

1, 573.5

451.8
144.5
54.3
23.3

277.6

951.6

621. 9

33.8
110.5
41.3
29.0

214.7

74. 6
44.5
36.6

155. 7

680.9

174.5
11.5

186.0

494.9

2.4

167.7
28.2

198.3

Percent
60.47
10.11
10.01
3.48

Change
since 1946

- 2
+69.4

+400.3

-81.1
+2.5

+199.1
+13.9
+16.8

+151. 3

+68. 9
+18.8
+4.8
+.8

+36.0

+129.1

+22.2

-8.2
-49.1
+2.3
+1.0

-54.1

-4 .8
+29.0
-11.0

+13.3

-45.2

-1 .9
-1.4

-3.2

-41.9

-1.0

+14.4
-4.7

+8.7

Percent
+2.19
-1.55
+.36
- . 0 1

1 Number at end of period. Remaining figures include earnings, expenses, etc., of those banks which
reported for the first half of the year but were inactive at the close of the year.

2 Figures are averages of amounts reported for the June and December call dates in the current year and
the December call date in the previous year.

NOTE.—Figures are rounded to the nearest tenth of a million and may not equal totals.
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8 REPORT OF THE COMPTROLLER OF THE CURRENCY

STRUCTURAL CHANGES IN THE NATIONAL BANKING SYSTEM

The authorized capital stock of the 5,013 national banks in
existence at the close of business on December .31, 1947, including
2 inactive banks, consisted of common capital stock aggregating
$1,752,506,097, a net increase during the year of $37,244,630, and
preferred capital stock aggregating $28,046,293, a net decrease during
the year of $14,997,281.

During the year ended December 31, 1947, in addition to 26 appli-
cations with proposed capital stock of $7,270,000 carried over from
the previous year, 49 applications were received to organize national
banks and to convert State banks into national banking associations,
with proposed capital stock aggregating $6,175,000. Of these appli-
cations, 25 with proposed capital stock agregating $3,660,000 were
approved; 20 with proposed capital stock aggregating $2,560,000 were
rejected; and the remainder were still pending or had been aban-
doned on December 31, 1947. From the applications carried over
from the previous period and the 25 applications approved during
the current year, 26 national banking associations with common
capital stock aggregating $5,400,000 were authorized to commence
business. Of the 26 charters issued, 8 with common capital stock
aggregating $3,200,000 were the result of the conversions of State
banks; and 1 with common capital of $50,000 was organized for the
purpose of acquiring the business of a liquidating national bank.

During the year ended December 31, 1947, 13 national banks and
10 State banks were consolidated into 11 national banking associa-
tions, under authority of the act of November 7, 1918, as amended,
the common capital stock of the consolidated banks being $16,612,500.
Additional assets of approximately $58,476,758 were brought into
the national banking system by reason of the 10 State banks consoli-
dated with the national banks. Also, during this period national
banks reported the purchase of the business of 21 State banks, with
aggregate capital stock of $2,452,500 and aggregate assets of approxi-
mately $120,989,977.

During the year ended December 31, 1947, 30 national banks with
common capital stock of $5,360,000, among which were 2 with pre-
ferred capital stock aggregating $62,300, went into voluntary liqui-
dation in the manner provided by sections 5220 and 5221, United
States Kevised Statutes. Of these banks, 2 with common capital
stock of $80,000, and assets of $718,137, paid their depositors and quit
business; 20 with common capital stock of $3,375,000 and assets
aggregating $150,508,063, including 1 with preferred capital stock
of $17,300, were succeeded by other national banks; and 8 with com-
mon capital stock of $1,905,000, and assets aggregating $78,700,255,
including 1 with preferred capital stock of $45,000, were succeeded
by State banks.

Changes in the number and capital stock of national banks dur-
ing the year ended December 31, 1947, are shown in the following
summary:
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Organization, capital stock changes, and national banks closed as reported
during the year ended Dec. 81, 1947

9

Increases:
Banks newly chartered:

Primary organizations
Reorganizations
Conversions of State banks _..

Capital stock:
143 cases by statutory sale
158 cases by statutory stock dividend
83 cases by stock dividend under articles of association ,
1 case by conversion of preferred stock
10 cases by statutory consolidation _._
1 case by increase par value preferred stock

Total increases

Decreases:
Banks ceasing operations:

Voluntary liquidations:
Succeeded by national banks
Succeeded by State banks ._.
No successors _ __ _

Statutory consolidations ___
Receiverships

Capital stock:
187 cases by retirement
2 cases by statutory reduction
— cases by statutory consolidation __

Total decreases _ _.

Net change
Charters in force Dec. 31,1946, and authorized capital stock.

Charters in force Dec. 31,1947, and authorized capital stock

Number
of banks

17
1
8

26

20
8
2
2

32

- 6
5,019

5,013

Capital stock

Common

$2,150,000
50,000

3,200,000

12,520,600
17,445,790
5,974,490

5,000
1,268, 750

42, 614,630

3,375,000
1,905,000

80,000

10,000

5,370,000

+37,244, 630
1, 715,261, 467

1,752, 506,097

Preferred

$2,400,000

2,400,000

17,300
45,000

17,334,981

17,397,281

-14,997,281
43,043, 574

28,046,293

BRANCHES

On December 31, 1947, 254 national banks were operating a total
of 1,841 branches, including 6 seasonal offices.

During the year ended December 31, 1947, 108 branches were
brought into the national banking system. Of the 108 branches, 65
were authorized to operate in places other than the city in which the
parent bank is located. During the same period 10 branches were
discontinued, 4 through action of the boards of directors of the parent
banks and 6 through voluntary liquidation of the parent banks.

Of the 108 branches authorized, 100 were operating on December
31, 1947. One branch authorized in 1945 and 5 branches authorized in
1946 did not begin operations until 1947. There was a net gain in the
system of 96 operating branches in the year.

NATIONAL BANK NOTES OUTSTANDING

There were as of December 31, 1947, $104,216,550 of national bank
notes outstanding.
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10 REPOKT OF THE COMPTROLLER OF THE CURRENCY

DISTRIBUTION OF ALL BANKS

On December 31, 1947, there were 14,755 commercial and savings
banks in the United States and possessions with deposits of $162,712,-
856,000. Of these banks 13,597, or 92 percent, with 95 percent of
the deposits, were insured banks. The 5,005 national banks, members
of the Federal Reserve System, represented 34 percent of all banks
and held 50 percent of the total deposits. The 533 mutual savings
banks, of which 194 were insured banks, held $17,762,806,000 of
deposits.

Classification of all banks, Dec. 81, 1947 •

Banks

Num-
ber of
banks

Per-
cent of
grand
total

Change
in 12

months
(percent
of grand

total)

Deposits

Amount
(000

omitted)

Per-
cent of
grand
total

Change
in 12

months
(percent
of grand

total)

National banks
State member banks:

Commercial
Mutual savings

Nonmember insured banks:
State commerciall

Mutual savings

Total insured banks
Nonmember uninsured banks:

State commercial and private 2.
Mutual savings

Total

5,005

1,915

6,483
191

33.92

12.98
.02

43.94
1.29

-0 .30

+.06
0

- . 22
+.01

$82,023,000

40,488,310
16,417

19,377,356
12,190, 536

50.41

24.88
.01

11.91
7.49

+0.17

- . 2 3
0

- .13
+.21

13,597

819
339

92.15

5.55
2.30

- . 4 5

+.49
- .04

154, 095, 619

3,061,384
5,555,853

94.70

1.88
3.42

+.02

+.01

14,755 100.00 162,712,856 100.00

i Includes 4 nonmember insured national banks.
"2 Includes 2 nonmember uninsured national banks.

ASSETS AND LIABILITIES OF ALL BANKS IN THE UNITED STATES
AND POSSESSIONS

The total deposits of all classes of active banks in the United States
and possessions on December 31, 1947, amounted to $162,713,000,000,
an increase of $5,912,000,000, or 4 percent, since December 31, 1946.

The total assets at the end of 1947 amounted to $176,007,000,000,
which was $6,601,000,000, or 4 percent, more than at the end of 1946.

The banks held obligations of the United States Government,
direct and guaranteed, of $81,623,000,000 in December 1947, a
decrease of $5,471,000,000, or 6 percent, since December 1946.
Obligations of States and political subdivisions held amounted to
$5,362,000,000, an increase of $884,000,000, and other securities held
amounted to $5,398,000,000, an increase of $333,000,000. The
aggregate of all securities held at the end of December 1947 was
$92,383,000,000, and represented 52 percent of the banks' total assets.
At the end of the previous year the ratio was 57 percent.

Loans totaled $43,229,000,000 in December 1947, an increase of
$7,406,000,000, or 21 percent, since December 1946. Commercial
and industrial loans of $18,299,000,000 at the end of 1947 were 29
percent greater than at the end of 1946; consumer loans of $5,791,000,-
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000 increased 41 percent in the year; real estate loans of $14,301,000,-
000 were up 22 percent, and all other loans of $4,838,000,000 decreased
17 percent in the year.

Cash and balances with other banks, including reserve balances,
in December 1947 were $38,559,000,000, an increase of $3,341,000,000
since December 1946.

Total capital accounts on December 31, 1947, were $11,996,000,000,
compared to $11,438,000,000 at the end of 1946. The total of surplus,
profits, and reserves at the end of 1947 was $8,654,000,000, an increase
of $516,000,000, or 6 percent, in the year.

Deposits of individuals, partnerships, and corporations of
$137,740,000,000 on December 31, 1947, were $6,124,000,000, or 5
percent, greater than at the end of 1946, and United States Govern-
ment and postal savings deposits of $1,539,000,000 were $1,654,000,000
less than at the end of 1946.

Deposits of States and political subdivisions of $7,788,000,000
increased $876,000,000 in the year. Deposits of banks were
$13,045,000,000, an increase of $365,000,000, and other deposits
were $2,601,000,000, an increase of $201,000,000.

In order to avoid duplication of work, an agreement was reached
by the Comptroller's Office, the Board of Governors of the Federal
Reserve System and the Federal Deposit Insurance Corporation in
the early part of 1947 whereby a single tabulation of t e assets and
liabilities of all operating banks in the United States aiiv possessions
would be made semiannually by the Corporation beginning June 30,
1947, instead of following the practice pursued previously when each
of these three Federal banks supervisory agencies tabulated such
figures independently. Therefore, the assets and liabilities for all
banks for 1947 published by the Comptroller in the current annual
report have been supplied by the Corporation. The figures for all
banks published in subsequent annual reports will be obtained from
the same source. The Comptroller's Office, however, will continue to
tabulate the returns of national banks and make them available to
the Corporation for inclusion in the all bank figures,

A statement of the assets and liabilities of all classes of active banks
in the country at the end of December 1946 and 1947 follows:

Assets and liabilities of all banks in the United States and possession, 1946 and 1947
[In millions of dollars]

Number of banks

ASSETS
Loans on real estate
Commercial and industrial loans (including open-market paper)
Loans to brokers and dealers in securities and other loans for the purpose of

purchasing or carrying securities
Other loans, including overdrafts

Total loans

U. S. Government obligations, direct and guaranteed
Obligations of States and political subdivisions.--
Other bonds, notes, and debentures

See footnote at end of table.

Dec. 31,
1947 1

14,755

14,301
18, 299

2,075
8,554

43, 229

81,623
5,362

Dec. 31,
1946

14,633

11,675
14,237

3,163
6,748

35,823

87,094
4,478
4,537

Change
since
1946

+122

+2,626
+4,062

-1,088
+1,806

+7,406

-5,471
+884
+361
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12 REPORT OF THE COMPTROLLER OF THE CURRENCY

Assets and liabilities of all banks in the United States and possessions, 1946
and 1947—Continued

[In millions of dollars]

Dec. 31,
19471

Dec. 31,
1946

Change
since
1946

ASSETS—continued

Corporate stocks, including stocks of Federal Reservelbanks _

Total securities _ . .

Currency and coin
Balances with other banks, including reserve balances, and cash items in

process of collection _. _
Bank premises owned, furniture and fixtures.—
Real estate owned other than bank premises
Investments and other assets indirectly representing bank premises or

other real estate
Customers' liability on acceptances outstanding
Other assets. _ -.

Total assets .

LIABILITIES

Deposits of individuals, partnerships, and corporations:
Demand— _.-
Time _.

U. S. Government and postal savings deposits
Deposits of States and political subdivisions...
Deposits of banks _
Other deposits (certified and cashiers' checks, e tc . ) -

Total deposits _ . . , _

Bills payable, rediscounts, and other liabilities for borrowed money
Acceptances executed by or for account of reporting banks and outstanding
Other liabilities....

Total liabilities

CAPITAL ACCOUNTS

Capital notes and debentures. _ _. _.
Preferred stock. _ _
Common stock _
Surplus _
Undivided profits
Reserves and retirement account for preferred stock and capital notes and

debentures _

Total capital accounts _

Total liabilities and capital accounts _

500 528

92,383 96,637

2,393

36,166
1,060

34

67
167
508

2,222

32,996
1,017

71
134
467

176,007 169,406

85,302
52,438
1,539
7,788

13,045
2,601

81,328
50,288
3,193
6,912

12,630
2,400

162,713 156,801

75
191

1,032
151
968

164,011 157, 968

62
88

3,192
5, 734
2,246

674

116
3,116
5,401
2,049

688

11,996 11,438

176,007

-4,254

+171

+3,170
+43
- 5

+33
+41

+6,601

+3,974
+2,150
-1,654

+876
+365
+201

+5,912

+27
+40
+64

+6,043

+76
+333
+197

-14

+558

+6,601

» Figures obtained from the Federal Deposit Insurance Corporation.

REPORTS FROM BANKS

National banks in the continental United States, Alaska, the
Territory of Hawaii, and the Virgin Islands of the United States
were, in accordance with the provisions of section 5211 of the Revised
Statutes, called upon to submit three reports of condition during the
year ended December 31, 1947. Reports were required as of June
30, October 6, and December 31. Summaries from all condition
reports, by States, are published in pamphlet form. National banks
wej-e also required by the statute to obtain reports of their affiliates
and holding company affiliates other than member banks and to
submit such reports to the Comptroller as of the three dates for which
condition reports of the banks were obtained.
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Under the general powers conferred upon him by law, the Comptrol-
ler required from each national bank during the period indicated
semiannual reports of earnings, expenses, and dividends; also reports
of condition of foreign branches of national banks as of December
31, 1947.1

National banking associations authorized to act in a fiduciary
capacity were called upon to submit reports of their trust departments
as of the close of business on December 31, 1947.

In accordance with section 298 of the Code of Law for the District
of Columbia, banks other than national in the District were required
to make to the Comptroller condition reports and reports of earnings,
expenses, and dividends identical with those obtained from national
banks during the year. Building and loan associations and credit
unions in the District of Columbia under the supervision of the
Comptroller were required to submit reports of their assets and
liabilities as of December 31, 1947, and reports of receipts and dis-
bursements for the year ended December 31, 1947.

Detailed figures for reports of condition and earnings and dividends
will be found in the appendix of this report.

AFFILIATES AND HOLDING COMPANY AFFILIATES OF NATIONAL
BANKS

The Federal statute requires each national bank to obtain and
submit to the Comptroller periodically reports of its affiliates, as
defined in sections 2 (b) and (c) of the Banking Act of 1933, as amend-
ed, unless waived by the Comptroller. At the end of December
1947, 859 of the national banks reported 11,866 affiliates and holding
company affiliates, of which 10,199 were duplications reported by 239
banks. The actual number of affiliates, or 1,667, included 22 holding
company affiliates controlling 192 active national banks, varying in
number from 1 to 47 associations. At the end of 1946 there were 24
holding company affiliates which controlled 189 national banks,
varying in number from 1 to 49 associations. Under the waiver of
requirement for reports of affiliates, it was necessary for only 350
banks to submit and publish 400 reports of affiliates and holding
company affiliates. Of the latter number 179 were duplications
of reports of affiliates and holding company affiliates by 175 banks.

LIQUIDATION OF INSOLVENT NATIONAL BANKS

During the year ended December 31, 1947, there were no failures
of national banks. The liquidation of two insolvent national banks
was completed during the year, leaving a total of nine receiverships in
process of liquidation as of December 31,1947. Of such nine banks, five
were in charge of the Federal Deposit Insurance Corporation • as
receiver. Of the remaining four banks, three were involved in
litigation and one had remaining assets to be liquidated before a final
dividend could be paid.

ISSUE AND REDEMPTION OF NOTES

Nine hundred and seventy-three shipments of Federal Keserve
currency were made from Washington, D. C , during the year ended

785882—48 2
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December 31, 1947, to Federal Keserve agents and Federal Reserve
branch banks, aggregating $4,533,780,000 and in addition, 29 deliveries
were made to the Treasurer of the United States aggregating
$134,480,000.

Four thousand nine hundred and thirty-three lots of unfit Federal
Eeserve currency were received for verification and certification for
destruction consisting of 437,311,926 notes aggregating $5,101,935,086.

Twenty-six lots of national-bank notes were received for verification
and certification for retirement and destruction consisting of 496,367
notes aggregating $7,319,145.

Fifty-seven thousand two hundred and forty-four fragments or
charred Federal Eeserve and national bank notes aggregating
$1,302,586 were presented by the Treasurer of the United States for
identification and approval.

EXAMINATION OF NATIONAL BANKS

The National Bank Act requires that each national bank be ex-
amined at least twice each year in order that the Comptroller may be
kept currently informed of its condition and require such corrections
as are deemed necessary with a view to maintaining each bank in
sound condition. In addition to the regular examinations, special
examinations are conducted of banks the condition of which is regarded
as unsatisfactory.

During the year ended December 31, 1947, 9,482 examinations of
banks, 3,033 examinations of branches, 1,765 examinations of trust
departments, 73 examinations of affiliates were conducted. Thirteen
State banks were examined in connection with conversions to or con-
solidations with national banks. Investigations were also conducted
in connection with applications for 36 new charters and 132 new
branches.

ORGANIZATION AND STAFF

The personnel of the Office of the Comptroller of the Currency on
December 31, 1947, consisted of 1,039 persons. Two hundred and
fifteen were assigned to the Washington office, which included 26 in
the Division of Insolvent National Banks which has been considerably
contracted during the past year, and 30 in the Federal Reserve Issue
and Redemption Division, which is an expense of the Federal Reserve
banks. One hundred and eighteen clerical employees were stationed
in the 12 field offices located in the 12 Federal Reserve districts.
There was a net decrease of 36 in the Washington office, occasioned
largely through reduction in the personnel of the Division of Insolvent
National Banks, and a net increase of 38 in the field force, the result
of our effort to bring our examining staff up to present requirements.
Only 2 field employees and 2 Washington office employees remained
in the armed forces on December 31, 1947.

During the year 15 national bank examiners and 75 assistant
national bank examiners left the service. In the same period 26
assistant examiners were promoted to examiners, and 125 new as-
sistants were appointed, leaving a total of 243 national bank examiners
and 463 assistant examiners in the service at the year end.
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EXPENSES OF THE BUREAU

The expenses of the office incident to the supervision of national
banks are met largely by fees assessed against the banks. Such ex-
penses paid from these assessments for the calendar year 1947 were
$5,577,245.59.

Expenses amounting to $5,392.48 were paid from Congressional
appropriations.

The expenses of the Division of Insolvent National Banks are paid
from assessments against the banks in process of liquidation. Such
expenses for the calendar year 1947 were $274,691.86.

The expenses of the Federal Reserve Issue and Redemption Division
are paid by the Federal Reserve banks. These expenses for the
calendar year 1947 were $65,728.52,
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ANNUAL REPORT

OF THE

COMPTROLLER OF THE CURRENCY

The Comptroller of the Currency has the honor to present herewith
to the Congress of the United States his Annual Report for the calendar
year 1948.

In the pages that follow appear summaries of significant data
regarding resources, liabilities, and operations of the National Banking
System during 1948, as well as detailed tabulations of these and other
related banking data. However, it is not inappropriate to mention
specifically a few of these figures, which, in their own right and as
contrasted with comparable figures for previous years, indicate major
trends.

The National Banking System apparently has stabilized numerically,
for the time being at least, the number of banks in the System having
remained in the neighborhood of five thousand for some five years.
(Branches in operation in December 1948 were somewhat less than
two thousand.) Although these banks constituted, at the end of 1948,
only 35 percent of the 14,200 commercial banks of the Nation, they
continued to hold substantially over one-half of the commercial bank-
ing resources of the United States ($88 billion out of $156 billion).

Total outstanding loans of national banks continued to increase
during the year, rising from $21.5 billion to $23.8 billion. In order
to provide available credit for this expansion in loans, national bank
investment in United States government securities continued the down-
ward trend of recent years, although at a somewhat slower rate—from
$39 billion to $35 billion. Cash and balances with other banks rose
from $22 billion to $23 billion, due to an increase of about $1.8 billion
in required reserves.

As in the preceding year, national banks' capital accounts (capital,
surplus, undivided profits and capital reserves) increased by a little
over $250 million—from $5.4 billion to $5.7 billion. Outstanding
preferred stock continued its decline, being less than $25 million
(retirable value: $35 million). In relation to total common stock of
$1.8 billion and total capital accounts of $5.7 billion, the aggregate
preferred stock is now a negligible amount. This is in accordance with
our understanding of Congressional policy, and our administrative con-
viction, that it is most desirable for national banks to have a capital
structure based solely upon a uniform type of common stock, and that
issuance of preferred stock should be limited almost entirely to emer-
gency situations, with retirement at as rapid a rate as is feasible.

Total deposits of all types in national banks, as well as the major
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category of demand deposits, dropped slightly during the year 1948.
Nevertheless, as indicated above, the capital cushion provided by the
investment of stockholders, plus accumulated and undistributed earnings
thereon, continued to increase, with the approval and encouragement
of this bureau. This increase in capital accounts seemed to be called
for primarily because of the increase of over $2 billion in outstanding
loans, previously commented upon. As indicated hereinafter, the
changed picture of American banking in the past quarter century has
made the ratio of capitalization to total deposits, formerly used as a
rough rule-of-thumb, far less significant than the question of the amount
of capital funds needed in view of the amount and character of so-called
"risk assets" held by the particular bank.

In the Comptroller's Annual Report for the year 1944, attention was
called to the great changes which had occurred during the years of
World War II in the nature and functions of American banking. At
that time national banks' holdings of Federal government securities
were almost four times their oustanding loans, and many of the loans
also were covered in whole or in part by government guaranties. It
was pointed out at that time that the main functions of the National
Banking System had become the handling of the Nation's current
funds, the investment of those funds in government securities and
government-guaranteed loans, the direct creation of credit for govern-
mental use, and the performance of quasi-governmental services. In
that Report, the Comptroller of the Currency strongly endorsed a
vigorous and courageous policy for commercial banks—a policy which
would meet all legitimate demands for credit accommodation without,
however, moving into the basically risk sector of the economy.

It is gratifying to observe the extent to which the National Banking
System has performed its major function as creator and distributor of
credit during the post-war years. At the end of 1945, the last war year,
United States government securities were still well over one-half of the
resources of national banks; three years later such securities constituted
less than 40 percent of all resources. Even more striking has been the
increase in lending activities. In December 1945 loans accounted for
barely 15 percent of national bank resources, but three years later 27
percent of those resources consisted of outstanding loans.

Paralleling these changes, and called for by them, there has been a
substantial increase in capital funds, derived chiefly from the retention
of earnings. Over the three-year period referred to, capitalization rose
from 5.1 percent of all resources to 6.4 percent—in other words, an in-
crease in the capital cushion of 25 percent, relative to the deposits and
other liabilities protected thereby. Elsewhere in this discussion men-
tion is made of the importance of determining the adequacy of capital
structure in the light of the volume and quality of loans and comparable
assets, rather than in relation to deposit liabilities, although the latter
factor should not be disregarded in view of the potentialities it affords
for future increase in "risk assets."

In our economy, a banking system—like any other economic organism
—remains healthy only as long as it yields returns commensurate with
the investment of its owners, and the degree of risk necessarily involved
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in the undertaking. On the other hand, returns which seem patently
excessive, when contrasted with returns in comparable sectors of the
economy, may reflect an absence of the competitive factor which is also
essential in an optimum economic climate. Consequently, it is appro-
priate to examine with care the sources, amount, and use of national
bank earnings.

In 1948, for the first time since 1942, earnings from lending operations
($890 million) exceeded aggregate income from investments in govern-
ment and other securities ($690 million), and did so by the wide margin
of $200 million. Operating expenses continued to increase, and many
national banks adopted the reserve method of accounting for bad debt
hazards, so that despite an increase over the preceding year of $175
million in gross earnings, net profits before dividends actually were $30
million less than in 1947. As a result, net profits amounted to 7.6 percent
of capital funds, compared with 8.6 percent the previous year. Less
than half of net profits was distributed as cash dividends, the remainder
being retained to strengthen the capital position.

The facts thus briefly presented justify the conclusion that the
National Banking System on the whole ended the year 1948 in sound
condition. Nevertheless, it must be recognized that during the year
and also presently, economic and political forces were at work, both at
home and abroad, which could affect adversely both banks and the
economy of the country generally.

The year witnessed readjustments in prices and corresponding changes
of the purchasing power of the dollar, at a time when liquid assets at
the disposal of the American people were at record levels. This is
another way of saying that we are emerging from a sellers' into a buyers7

market, a transition which is usually accompanied by increased compe-
tition, lower prices and profits, and increased unemployment.

This readjustment in our economy calls for the exercise of prudent
judgment on the part of bankers and bank supervisors alike. Through
its willingness to extend credit for productive purposes, the banking
system of the Nation played an important part in expediting and easing
this transition. During the post-war period the volume of bank loans
increased approximately 76 percent, with many small banks experiencing
increases ranging up to ten times pre-war volume. To an important
degree business enterprises have relied upon bank borrowings for work-
ing capital and for expansion of plant facilities. Perhaps contrary to
general opinion, the greater number of loans were made to borrowers
with net worth of less than $50,000. This evidences not only a willing-
ness but an affirmative effort on the part of banks to aid small business.

The resurgence of commercial bank lending activities has required
bank supervisors to reexamine previous concepts of the adequacy of
bank capitalization. Up to less than a quarter century ago there was a
general feeling that, subject t6 exceptions, a ratio of $1 of capital
structure to $10 of deposits was about "right"—that a lower relative
capitalization was dangerous and a higher capitalization usually un-
necessary. It is believed that this principle was based on an economic
system in which most of the available funds of commercial banks were
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fully utilized, for substantial periods, in their lending activities. In
other words, a l-to-10 capital-deposit ratio might generally be tanta-
mount to a l-to-5 or l-to-7, for example, ratio of capital to loans plus
investments other than federal government obligations.

In the circumstances described, a capital-deposit ratio was a useful
rule-of-thumb, for it was actually merely an indirect and rough method
for gauging a relationship of a bank's capital cushion to the amount of
its loans and investments necessarily and properly involving an element
of banking risk. Today, capital-deposit ratios generally lack this
validity and justification as tools for bank supervision. The rapidly
changing character of bank assets, adverted to in this and previous
reports, is such that the ratio of capital to deposits is not a reliable
measure of the magnitude of the risk element in the banks' activities,
and it is the function of the capital structure to protect the bank and its
depositors from that element of risk. To take an example, a l-to-10
capital-deposit ratio would be more than adequate for a bank with
90 percent of its resources in cash and United States government securi-
ties, whereas the same ratio might be dangerously insufficient for a bank
with 70 percent of its deposits concentrated in a few high-risk loan
fields.

For these reasons, our bureau in recent years has placed less stress
upon the relationship between capital structure and deposits, emphasiz-
ing instead adequacy of capital in relation to several factors, particu-
larly competence of management, and volume and quality of assets
which necessarily involve some element of uncertainty, however slight.
In order to expedite our procedures and perform our duties ^efficiently
as possibTeTweliaye a^pfed_certi^ ...preliminary
screening. Une o O ^ m o s j useful of these is a ratio of capital funds'to
Ioans~"and investments other tEaF United StMe^^oveTnment "securities".
WSIOM^ capitalipblTpn of a particular bank, checked in this manner,
apparently falls far short of the average, this is a signal for close analysis
F f T l T T ^ th harate of the Jonahs and investment

y g , g y
f a T ^ as the character of the Jonahs and investments,

IEe aBIIity of management, local and~ regional economic conditions and
^ d ^ l i e l i k e . Even if loans and investments appear high in

or "corrective
n j J O ! . Is ascertained that loans and investments are,, of^ t K ^ n g j J O ! . . I a ae

high quality under the supervision of careful and intelligent manage-
ment, and appropriate in the economic situation in which the particular
bank is operating. ~~
""Xn example of the principles which govern our action in these fields
arises in the analysis of a bank's holdings of "revenue" obligations of
municipalities and other governmental units. Our basic standard with
respect to all securities is credit soundness. While there are both
general obligations and special revenue obligations of governmental units
which have a place in bank portfolios, neither type is universally suit-
able or unsuitable. Even the fact that "general obligations of any State
or of any political subdivision thereof" are exempt from the usual statu-
tory limitations and restrictions regarding investment securities of
national banks does not mean that any and all such general obligations
are appropriate bank investments.
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The fact that Congress has evidenced confidence in such general
obligations by exempting them from the statutory limitations upon
amount is not equivalent to a blanket approval of investment in such
securities without regard to their inherent qualities and their suitability
for the investment portfolio of a particular bank. It has been necessary
to stress these points to a small segment of banks with the suggestion
that they fully evaluate all factors affecting quality before acquisition,
including the effect of the supply-demand factor on liquidity and price
structure.

General obligations do not submit readily to a simple clarifying
formula designed to evaluate fully the favorable and adverse factors
affecting such securities, but banks have been urged to procure and
maintain the information necessary to determine the degree of protection
existing in each issue held; also to study and relate the general character
of such bonds to other earning assets and the composition of deposits
in order to determine the suitability of a particular issue.

There has been a definite tendency on the part of many banks to place
special revenue securities on the same plane with the general obligations
of municipalities. Undoubtedly there are some special revenue obliga-
tions which are to be preferred over certain general obligations, but,
broadly speaking, general obligations are inherently on a higher plane of
credit soundness because they are supported by the full taxing power
of the governmental unit rather than by the net operating revenue of
a particular project. In other words, revenue obligations are substan-
tially similar to corporate securities of comparable type, and the
acquisition of such securities for the investment of bank funds should
be based on their general suitability and credit soundness.

The credit soundness of obligations issued by a municipality to finance
a public facility on a special revenue basis is no better than the funda-
mental financial and management soundness of the facilities which they
have financed. There is only one way to determine credit soundness
and that is by means of a careful appraisal of all relevant financial facts.
To the extent the financial facts are not available, the weight of the
intangibles increases. Consequently, national bankers are being urged
to maintain and utilize the credit information necessary to enable them
to acquire obligations on an informed and intelligent basis—obligations
which are demonstrably sound.

Similar principles are applicable in the field of loans, and it is fitting
to refer briefly to bank loans secured by real estate. Real-estate values
today are at a very high level and the expansion in real-estate debt
during the post-war period has been substantial. The rise in individual
income, the increase in population, and the spreading out of families have
combined forces to generate a real-estate demand unique in banking
history. It has resulted in a high level of transfers of ownership and a
substantial increase in unit debt. It has resulted also in a shift of realty
"investment" from the realty owner to the lender, who is now assuming
a proportion of the risk much greater than in the past. By adhering to
the fundamental principles of realistic appraisals and adequate amor-
tization, banks can with safety discharge their duties in a constructive
program of adequate housing and economically sound home ownership.
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The National Banking System, together with the other banks of the
Nation, have resumed and aggressively strengthened their position as
the leading source of credit and other services without which our econ-
omy inevitably would collapse. They have done this during a period of
exceptional economic conditions, in circumstances which demanded
judgment and courage tempered by prudence. With few exceptions, the
banking fraternity has served the Nation during the post-war years in a
manner which has satisfied all legitimate credit needs and other require-
ments, while at the same time it has served as a brake when the machine
threatened to get out of control. American banking will deserve the
Nation's respect and praise if it continues to bear its responsibilities
with the same intelligence, foresight, and devotion to the general welfare.

A comparison of the assets and liabilities of the banks in the National
Banking System as of December 31,1947, April 12, June 30, and Decem-
ber 31, 1948, reported pursuant to calls for condition statements by the
Comptroller of the Currency, is shown in the following table.
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Assets and liabilities of national banks on dates indicated
[In thousands of dollars]

Dec. 31, 1947
(5,011 banks)

Apr. 12, 1948 June 30, 1948 Dec. 31, 1948
(5,014 banks) [5,004 banks) (4,997 banks)

ASSETS
Loans and discounts, including overdrafts
U. S. Government securities, direct obligations
Obligations guaranteed by U. S. Government-_
Obligations of States and political subdivisions
Other bonds, notes, and debentures
Corporate stocks, including stocks of Federal

Reserve banks

Total loans and securities
Cash, balances with other banks, including re-

serve balances and cash items in process of
collection

Bank premises owned, furniture and fixtures
Real estate owned other than bank premises-_
Investments and other assets indirectly repre-

senting bank premises or other real estate._
Customers' liability on acceptances outstanding
Interest, commissions, rent, and other income

earned or accrued but not collected
Other assets -.

Total assets.

LIABILITIES
Demand deposits of individuals, partnerships,

and corporations
Time deposits of individuals, partnerships,

and corporations
Deposits of U. S. Government and postal

savings
Deposits of States and political subdivisions _ _
Deposits of banks
Other deposits (certified and cashiers' checks,

etc".)

Total deposits.

Demand deposits
Time deposits

Bills payable, rediscounts, and other liabilities
for borrowed money

Mortgages or other liens on bank premises and
other real estate

Acceptances executed by or for account of
reporting banks and outstanding

Interest, discount, rent, and other income
collected but not earned

Interest, taxes, and other expenses accrued
and unpaid

Other liabilities

Total liabilities.

CAPITAL ACCOUNTS
Capital stock (see memoranda below)
Surplus
Undivided profits
Reserves and retirement account for preferred

stock

Total capital accounts

Total liabilities and capital accounts. _

MEMORANDA
Par value of capital stock:

Class A preferred stock __
Class B preferred stock. _
Common stock

Total.

Retirable value of preferred capital stock:
Class A preferred stock
Class B preferred stock

Total-

Assets pledged or assigned to secure liabilities
and for other purposes (including notes and
bills rediscounted and securities sold with
agreement to repurchase)

21,480,457
38,819,276

6,159
3,028,607
2,000,094

155,830

21,816,341

36,955,647

3,172,597
1,962,559

157,536

22,303,042
J36,226,156

5,251
3,207,888
1,943,659

158,271

22,075,590
534,266
8,124

43,970
87,522

142,281
64,824

64,064,680

19,923,421
545,857
8,864

44,561
95,075

142,281
103,159

',844,267

20,465,498
553,887
8,635

45,337
112,554

143,780
167,154

§,447,000 84,927,898 85,341,112

48,079,210

18,764,017

902,426
4,726,333
8,411,473

1,391,897

45,134,137

18,767,225

1,529,023
4,907,268
7,034,821

1,094,772

45,203,667

18,830,881

1,367,862
5,175,811
7,305,787

1,115,980

82,275,356 78,467,246 78,999,988

62,835,410
19,489,946

45,135

316

101,182

86,704

203,694
313,289

58,899,657
19,567,589

152,315

282

105,657

97,138

220,350
346,242

59,320,782
19,679,256

42,871

278

125,465

99,644

207,388
319,710

83,025,676 79,389,230 79,795,344

1,779,766
2,399,520
893,232

348,806

1,799,948
2,419,482
961,790

357,448

1,804,803
2,451,488
971,091

318,386

5,421,324 5,538,668 5,545,768

88,447,000 84,927,8 85,341,112

25,037
2,403

1,752,409

23,048
2,187

1,774,789

21,811
2,087

1,780,964

1,779,849 1,800,024 1,804,862

35,070
3,491

32,701
3,275

31,465
3,100

38,561 35,976 34,565

7,774,608 8,557,620 8,666,323

23,818,513
34,977,410

2,853
3,190,189
1,898,185

159,716

64,046,8

23,024,269
573,557
9,559

43,794
113,097

152,578
171,332

88,135,052

47,004,636

18,828,056

1,504,408
5,230,758
7,843,607

1,236,551

81,648,016

61,937,877
19,710,139

41,330

291

127,337

108,995

216,222
321,973

82,464,164

1,828,759
2,510,495
1,009,365

322,269

5,670,888

88,135,052

22,130
1,915

1,804,714

1,828,759

31,757
2,927

34,684

8,926,898
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TRENDS IN BANKING

The following table shows the changes that have occurred in recent
years in the relationships of the major asset and liability accounts of
national banks to the aggregates of assets and liabilities.

Distribution of assets and liabilities of national banks, Dec. SI

ASSETS

Securities:
U. S. Government, direct and guaranteed .
Obligations of States and political subdivisions. _ _
Stock of Federal Reserve banks __ _
Other bonds and securities . . . . _ _

Total securities

Loans and discounts
Cash and balances with other banks, excluding reserves
Reserve with Reserve banks _ __ .___ _ .
Bank premises furniture and fixtures
Other real estate owned. _
All other assets. _ _.

Total assets __ _ _ ___

LIABILITIES

Deposi ts :
Demand of individuals, partnerships, and corporations.
Time of individuals, partnerships, and corporations
U. S. Government
States and political subdivisions _ _ . . . _
Banks
Other deposits (including postal savings) . . . . .

Tota l deposits-_ . . . . . _ _ . .

Demand deposits
Time deposits, __ . . . . . .

Other liabilities __ _
Capital funds:

Capital stock
Surplus _ __ _ . _ . . .
Undivided profits and reserves. __ . . . .

Total capital funds.- .

Total liabilities and capital funds

1945

Percent
56.85
2.59

.12
1.87

61.43

15 41
10.74
11.54

55
.01
.32

100.00

45.25
17.63
15.64
3.85

10 20
1.58

94.15

76.05
18.10

.71

1 83
2.22
1.09

5.14

100.00

1946

Percent
49.32
3.13

.14
2.38

54.97

20 40
11.11
12.54

.60

.01

.37

100.00

53.65
21.25
2.17
4.86
9 63
1.60

93.16

71.26
21.90

.77

2 07
2.68
1.32

6.07

100.00

, 1945-48

1947

Percent
43.90
3.42

.14
2.30

49.76

24 29
11.74
13.22

.60

.01

.38

100.00

54.36
21.21

1.02
5.34
9.51
1.58

93.02

71.04
21.98

.85

2.01
2.71
1.41

6.13

100.00

1948

Percent
39.69
3.62

.14
2.19

45.64

27 03
10.94
15.18

.65

.01

.55

100.00

53.33
21.36

1.70
5 94
8.90
1.41

92.64

70.28
22.36

. 93

2.07
2.85
1.51

6.43

100.00

EARNINGS, EXPENSES, AND DIVIDENDS OF NATIONAL BANKS FOR
YEAR ENDED DECEMBER 31, 1948

The net operating earnings of national banks in the year ended Decem-
ber 31, 1948, were $716,000,000, an increase of $72,000,000 over the
amount reported for the preceding year.

Gross earnings were $1,900,000,000. This was an increase of $176,000,-
000 over the gross earnings for the year 1947. The principal items of op-
erating earnings in 1948 were $891,000,000 from interest and discount on
loans, an increase of $184,000,000 over 1947, and $579,000,000 from
interest on United States Government obligations, a decrease of
$42,000,000 compared to the year 1947. Other principal items of operat-
ing earnings were $111,000,000 from interest and dividends on securities
other than United States Government obligations, an increase of
$6,000,000 over the previous year, and $98,000,000 from service charges
on deposit accounts, an increase of $14,000,000. Operating expenses,
excluding taxes on net income, were $1,184,000,000 as against $1,081,-
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REPORT OF THE COMPTROLLER OF THE CURRENCY 9

000,000 in 1947. Principal operating expenses were $576,000,000 for
salaries and wages of officers and employees and fees paid to directors,
an increase of $55,000,000 over 1947, and $176,000,000 expended for
interest on time and savings deposits, an increase of $12,000,000.

Adding to the net operating earnings of $716,000,000 profits on
securities sold of $37,000,000 and recoveries on loans and investments,
etc. (including recoveries of reserves previously charged out) of $124,-
000,000, and deducting therefrom losses and charge-offs (including cur-
rent charge-offs for reserve purposes) of $277,000,000, and taxes on net
income of $176,000,000, the net profits before dividends for the year
1948 amounted to $424,000,000, which amounts to 7.47 percent of capital
funds. This is an apparent reduction in net profits before dividends of
$29,000,000 from the year 1947, but a comparison of the results of 1948
with the year 1947 and previous years is not practical because of reserve
accounts amounting to $184,000,000 charged out of current earnings in
1948, largely reserve for bad debts used by more than 2,000 national
banks under the provisions of Mimeograph 6209 issued by the Bureau
of Internal Revenue in December 1947.

Cash dividends declared on common and preferred stock in 1948
totaled $194,000,000, in comparison with $184,000,000 in 1947. The rate
of cash dividends was 3.50 percent of the average capital funds during
the year. The cash dividends in 1948 were 46 percent of the net profits
available for the year. The remaining 54 percent of net profits, or
$230,000,000, was retained by the banks in their capital funds.

Interest and dividends on securities was 36 percent of gross earnings
in the year 1948, with the banks in Federal Reserve district No. 12 show-
ing the smallest ratio of 26 percent and those in district No. 3 the largest
ratio of 46 percent. Interest and discount on loans accounted for 47
percent, varying in ratio from 39 percent in district No. 7 to 58 percent
in district No. 12. Salaries, wages, and fees were 30 percent, ranging
from 28 percent in districts Nos. 3 and 4 to 32 percent in districts Nos.
1, 2 and 9. The net operating earnings before income taxes were 38
percent of gross earnings, with averages ranging from 35 percent in
district No. 1 to 41 percent in districts Nos. 10 and 11.

Interest and discount on loans to the average total of loans in 'the
year was 4 percent and varied from 3 percent in district No. 2 to almost
5 percent in districts Nos. 10 and 12. Interest and dividends on securi-
ties was more than iy2 percent on average total securities held, the
banks in district No. 10 showing the lowest ratio, nearly l1/^ percent,
while the banks in district No. 3 showed the highest ratio of 2 percent.

Net operating earnings before income taxes were 13 percent of average
total capital accounts, the lowest ratio being 9 percent in district No. 1,
and the highest ratio 21 percent in district No. 12. Net profits before
dividends for the period were 8 percent of average capital accounts, the
ratios ranging from 5 percent in district No. 1 to 12 percent in district
No. 12.

Summaries of the earnings, expenses, and dividends of national banks
for the years ended December 31, 1947, and December 31, 1948, are
shown in the following table.
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Earnings, expenses, and dividends of national banks for years ended Dec. 31,
1947 and 1948

[In millions of dollars]

Number of banks1

Capital stock (par value)2. _ _
Capital accounts2 _ _ _

Earnings from current operations:
Interest and dividends on—

U. S Government obligations
Other securities __

Interest and discount on loans
Service charges on deposit accounts
Other current earnings __ _ _ _ _ _

Total

Current operating expenses:
Salaries, wages, and fees_ _ _ _
Interest on time deposits (including savings deposits)
Taxes other than on net income
Recurring depreciation on banking house, furniture and fixtures.
Other current operating expenses __

Total

Net earnings from current operations

Recoveries, transfers from reserve accounts, and profits:3
On securities:

Recoveries _ __ __
Transfers from reserve accounts
Profits on securities sold or redeemed

On loans:
Recoveries
Transfers from reserve accounts . . .

Allother

Total -

Losses, charge-offs, and transfers to reserve accounts:4

On securities:
Losses and charge-offs __ _ __
Transfers to reserve accounts

On loans:
Losses and charge-offs _ _ _
Transfers to reserve accounts

Allother

Total .

Profits before income taxes

Taxes on net income:
Federal
State -_-

Total

Net profits before dividends—

Dividends:
On preferred stock _ _
On common stock:

Cash dividends
Stock dividends

Total

Ratios:
Expenses to gross earnings
Net profits before dividends to capital accounts
Cash dividends to capital stock _
Cash dividends to capital accounts

1948

4,997
1,804.5
5,546.0

578.7
110.9
890 6
97.7

222.6

1,900.5

575.8
175.5
61.3
27.7

344.1

1,184.4

716.1

19.7
11 3
37.5

24.6
23.9
44.5

161.5

46.6
23.6

19.6
160.6
27.0

277.4

600.1

166.7
9.7

176.4

423.8

1.3

192.6
36.7

230.6

Percent
62.32
7.64

10.75
3.50

1947

5,011
1,769.2
5,293.3

620.5
105.1
706 3
83.3

209.5

1,724.8

520.7
163.3
59 1
24.1

313.6

1,080.7

644.1

} 25.6
61.4

} 43.6
30.0

160.6

} 69.8

} 73.5
25.6

169.0

635.7

172.6
10.1

182.8

453.0

1.4

182.1
23.5

207.0

Percent
62.66
8.56

10.37
3.47

Change
since 1947

-14
+35.3

+252.7

-41.8
+5.8

+184 3
+14.4
+13.1

+175.7

+55.1
+12.2
+2.2
+3.6

+30.5

+103.7

+72.0

+5.4
-23.9

+4.9
+14.5

+ .9

+ .4

+106.7
+1.4

+108.4

-35.6

- 5 . 9
- . 4

-6 .4

-29.2

- . 1

+10.5
+13.2

+23.6

Percent
- . 3 4
- . 9 2
+ .38
+ .03

1 Number at end of period. Remaining figures include earnings, expenses, etc., of those banks which
were in operation a part of the year but were inactive at the close of the year.

2 Figures are averages of amounts reported for the June and December call dates in the current year
and the December call date in the previous year.

3 Not including recoveries credited to reserve accounts.
4 Not including losses charged to reserve accounts.
NOTE.—Figures are rounded to the nearest tenth of a million and may not equal totals.
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STRUCTURAL CHANGES IN THE NATIONAL BANKING SYSTEM

The authorized capital stock of the 5,002 national banks in existence
at the close of business on December 31,1948, including 5 inactive banks,
consisted of common capital stock aggregating $1,805,086,597, a net
increase during the year of $52,580,500, and preferred capital stock
aggregating $24,283,028, a net decrease during the year of $3,763,265.

During the year ended December 31, 1948, in addition to 18 applica-
tions with proposed capital stock of $1,810,000 carried over from the
previous year, 48 applications were received to organize national banks
and to convert State banks into national banking associations, with pro-
posed capital stock aggregating §7,405,000. Of these applications, 22
with proposed capital stock aggregating $3,905,000 were approved; 17
with proposed capital stock aggregating $1,965,000 were rejected; and
the remainder were still pending or had been abandoned on December 31,
1948. From the applications carried over from the previous period and
the 22 applications approved during the current year, 21 national*
banking associations with common capital stock aggregating $3,420,000
were authorized to commence business. Of the 21 charters issued, 4
with common capital stock aggregating $1,800,000 were the result of
the conversions of State banks; and 2 with common capital stock of
$125,000 were organized for the purpose of acquiring the business of 2
liquidating national banks.

During the year ended December 31, 1948, 12 national banks and 3
State banks were consolidated into 7 national banking associations,
under authority of the act of November 7,1918, as amended, the common
capitaj stock of the consolidated banks being $12,900,000, and the pre-
ferred capital stock being $1,500,000. Additional assets of approximately
$17,279,946 were brought into the national banking system by reason
of the 3 State banks consolidated with the national banks. Also, during
this period national banks reported the purchase of the business of 15
State banks, with aggregate capital stock of $1,310,000 and aggregate
assets of approximately $48,945,870. The latter figure does not include
aggregate assets of $11,026,103, which were brought into the system by
the purchase of a State bank incident to the consolidation of two national
banks.

During the year ended December 31, 1948, 27 national banks with
common capital stock of $4,080,000, among which were 2 with preferred
capital stock aggregating $138,635, went into voluntary liquidation in
the manner provided by sections 5220 and 5221, United States Revised
Statutes. Of these banks, 19 with common capital stock of $3,550,000
and assets aggregating $150,829,121, including 1 with preferred capital
stock of $25,000, were succeeded by other national banks; and 8 with
common capital stock of $530,000 and assets aggregating $24,490,075,
including 1 with preferred capital stock of $113,635, were succeeded by
State banks.

Changes in the number and capital stock of national banks during the
year ended December 31, 1948, are shown in the following summary.
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12 REPORT OF THE COMPTROLLER OF THE CURRENCY

Organization, capital stock changes, and national banks closed as reported
during the year ended Dec, 81, 1948

Number
of banks

Capital stock

Common Preferred

Increases:
Banks newly chartered:

Primary organizations
Reorganizations
Conversions of State banks

Capital stock:
142 cases by statutory sale
154 cases by statutory stock dividend
50 cases by stock dividend under articles of association
3 cases by conversion of preferred stock
5 cases by statutory consolidation

$1,495,000
125,000

1,800,000

16,241,780
34,391,400
1,599,820

115,000
1,950,000

Total increases. 21 57,718,000
Decreases:

Banks ceasing operations:
Voluntary liquidations:

Succeeded by national banks..
Succeeded by State banks

Statutory consolidations
Receiverships

Capital stock:
126 cases by retirement
3 cases by statutory reduction
2 cases by statutory consolidation _
1 case by decrease in par value

3,550,000
530,000

282,500
775,000

Total decreases.. 32 5,137,500
Net change
Charters in force Dec. 31, 1947, and authorized capital stock __
Charters in force Dec. 31, 1948, and authorized capital stock __

-11
5,013

+52,580,500
1,752,506,097

5,002 1,805,086,597

$1,500,000

1,500,000

25,000
113,635

4,824,630

300,000

5,263,265
-3,763,265
28,046,293

24,283,028

BRANCHES

On December 31, 1948, 277 national banks were operating a total of
1,934 branches, including 4 seasonal offices.

During the year ended December 31, 1948, 108 branches were brought
into the national banking system. Of the 108 branches, 48 were author-
ized to operate in places other than the city in which the parent bank
is located. During the same period 14 branches were discontinued, 7
through actions of the boards of directors of the parent banks and 7
through voluntary liquidation of the parent banks.

Of the 108 branches authorized, 100 were operating on December 31,
1948. Seven branches authorized in 1947 did not begin operations until
1948. There was a net gain in the system of 93 operating branches
in the year.

NATIONAL BANK NOTES OUTSTANDING

There were as of December 31,1948, $97,636,341.00 of National Bank
notes outstanding.

DISTRIBUTION OF ALL BANKS

On December 31, 1948, there were 14,735 commercial and savings
banks in the United States and possessions with deposits of $162,041,-
389,000. Of these banks 13,612, or 92 percent, with 95 percent of the
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deposits, were insured banks. The 4,991 national banks, members of
the Federal Reserve System, represented 34 percent of all banks and held
50 percent of the total deposits. The 532 mutual savings banks, of which
193 were insured banks, held $18,404,850,000 of deposits.

Classification of all banks, Dec. 81, 1948

National banks
State member banks:

Commercial
Mutual savings

Nonmember insured banks:
State commercial1

Mutual savings _

Total insured banks
Nonmember uninsured banks:

State commercial and private2.. _
Mutual savings

Total

Banks

Number
of

banks

4,991

1,924
3

6,504
190

13,612

784
339

14,735

Percent
of grand

total

33.87

13.06
.02

44.14
1.29

92.38

5.32
2.30

100.00

Change in
12 months
(percent
of grand

total)

- 0 . 0 5

+ .08
0

+ .20
0

+ .23

- . 2 3
0

Deposits

Amount
(000

omitted)

81,406,837

39,938,798
16,241

19,336,886
12,755,286

153,454,048

2,954,018
5,633,323

162,041,389

Percent
of grand

total

50.24

24.65
.01

11.93
7.87

94.70

1.82
3.48

100.00

Change in
12 months
(percent
of grand

total)

- 0 . 1 7

- . 2 3
0

+ .02
+ .38

0

- . 0 6
+ .06

1 Includes 4 nonmemb r insured national banks.
2 Includes 2 nonmember uninsured national banks.

ASSETS AND LIABILITIES OF ALL BANKS IN THE UNITED STATES
AND POSSESSIONS

The total assets of all classes of active banks in the United States and
possessions on December 31, 1948, amounted to $176,075,000,000, an
increase of $51,000,000 since December 31, 1947.

The total deposits at the end of 1948 amounted to $162,041,000,000, a
decrease of $688,000,000 since 1947. Included in the recent deposit
figures are deposits of individuals, partnerships, and corporations of
$136,521,000,000, a decrease of $1,236,000,000 in the year. Deposits of
the United States Government, including postal savings deposits, were
$2,521,000,000, an increase of $982,000,000, or 64 percent, since Decem-
ber 1947; deposits of States and political subdivisions amounting to
$8,562,000,000 showed an increase of $774,000,000, or 10 percent, in the
year, and deposits of banks of $12,285,000,000 were $760,000,000, or 6
percent, less than in December 1947.

Loans and discounts amounted to $48,453,000,000 in December 1948
after deducting reserves of $638,000,000 for possible future losses. The
net loans were $5,222,000,000, or 12 percent, over the amount reported
as of the end of 1947. Commercial and industrial loans of $19,055,000.-
000 at the end of 1948 were 4 percent greater than at the end of 1947;
consumer loans of $6,960,000,000 increased 20 percent in the year; real
estate loans of $16,704,000,000 were up 17 percent, and all other loans of
$6,372,000,000 increased 32 percent in the year.

The banks held obligations of the United States Government, direct
and guaranteed, of $74,462,000,000 in December 1948, a decrease of
$7,175,000,000, or 9 percent, since December 1947. Obligations of States
and political subdivisions held amounted to $5,754,000,000, an increase
of $392,000,000, and other securities held amounted to $5J17,000,000, an
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14 REPORT OF THE COMPTROLLER OF THE CURRENCY

increase of $319,000,000. The aggregate of all securities held at the
end of December 1948 was $85,933,000,000, and represented 49 percent
of the banks' total assets. At the end of the previous year the ratio
was 52 percent.

Cash and balances with other banks, including reserve balances, in
December 1948 were $39,635,000,000, a decrease of 3 percent since 1947.

Total capital accounts on December 31, 1948, were $12,554,000,000,
compared to, $11,997,000,000 at the end of 1947. The total of surplus,
profits, and reserves at the end of 1948 was $9,131,000,000, an increase
of $476,000,000, or 6 percent in the year.

In order to avoid duplication of work, an agreement was reached by
the Comptroller's Office, the Board of Governors of the Federal Reserve
System and the Federal Deposit Insurance Corporation in the early
part of 1947 whereby a single tabulation of the assets and liabilities of
all operating banks in the United States and possessions would be made
semiannually by the Corporation beginning June 30, 1947, instead of
following the practice pursued previously when each of these three
Federal bank supervisory agencies tabulated such figures independently.
Therefore, the assets and liabilities for all banks for 1948 published by
the Comptroller in the current annual report have been supplied by the
the Corporation. The figures for all banks published in subsequent
annual reports will be obtained from the same source. The Comptroller's
Office, however, will continue to tabulate the returns of national banks
and make them available to the Corporation for inclusion in the all-bank
figures.

A statement of the assets and liabilities of all classes of active banks
in the country at the end of December 1947 and 1948 follows:

Assets and liabilities of all banks in the United States and possessions, 1947 and 1948
[In millions of dollars]

Dec. 31,
1948

Dec. 31,
19471 Change

since 1947

Number of banks. 14,735 14,755 - 2 0

Loans on real estate
Commercial and industrial loans (including open-market paper). _.
Loans to brokers and dealers in securities and other loans for the

purpose of purchasing or carrying securities
Other loans, including overdrafts

16,704
19,055

2,332
11,000

14,302
18,295

2,075
8,559

+2,402
+760

+257
+2,441

Total gross loans
Less valuation reserves.

Net loans

249,091
638

48,453 43,231 +5,222

U. S. Government obligations, direct and guaranteed
Obligations of States and political subdivisions
Other bonds, notes, and debentures
Corporate stocks, including stocks of Federal Reserve banks.

74,462
5,754
5,200

517

81,637
5,362
4,898

500

-7,175
+392
+302
+17

Total securities. 85,933 92,397 -6,464

Currency and coin
Balances with other banks, including reserve balances, and cash

items in process of collection
Bank premises owned, furniture and fixtures
Real estate owned other than bank premises
Investments and other assets indirectly representing bank premises

or other real estate
Customers' liability on acceptances outstanding
Other assets

2,145

37,490
1,123

32

78
205
616

2,393

36,167
1,060

34

67
167
508

-248

+1,323
+63
- 2

+11
+38

+ 108

Total assets _ 176,075 176,024 + 51
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and liabilities of all banks in the United States and possessions,
1947 and 1948—Continued

[In millions of dollars]

15

LIABILITIES

Deposits of individuals, partnerships, and corporations:
Demand
Time _ _ ___ _

U. S. Government and postal savings deposits
Deposits of States and political subdivisions
Deposits of banks
Other deposits (certified and cashiers' checks, etc.)_ __

Total deposits. __ _

Bills payable, rediscounts, and other liabilities for borrowed money. _
Acceptances executed by or for account of reporting banks and

outstanding _ _
Other liabilities

Total liabilities __ _ __ ___ _

CAPITAL ACCOUNTS

Capital notes and debentures
Preferred stock
Common stock
Surplus
Undivided profits _ _
Reserves and retirement account for preferred stock and capital

notes and debentures ___ _ __ ____

Total capital accounts

Total liabilities and capital accounts. _ _ _

Dec. 31,
1948

83,166
53,355

2,521
8,562

12,285
2,152

162,041

64

228
1,188

163,521

48
79

3,296
6,008
2,506

617

12,554

176,075

Dec. 31,
19471

85,303
52,454

1,539
7,788

13,045
2,600

162,729

75

191
1,032

164,027

62
87

3,193
5,735
2,246

674

11,997

176,024

Change
since 1947

-2 ,137
+901
+982
+774
-760
-448

-688

- 1 1

+37
+156

-506

- 1 4
- 8+103

+273
+260

-57

+557

+51

1 Revised.
2 Beginning in 1948, figures for various loan items are reported gross, i.e., before deduction of valuation

reserves, and are not entirely comparable with prior figures.
3 Not available.

REPORTS FROM BANKS

National banks in the continental United States, Alaska, the Territory
of Hawaii, and the Virgin Islands of the United States were, in accord-
ance with the provisions of section 5211 of the Revised Statutes, called
upon to submit three reports of condition during the year ended De-
cember 31, 1948. Reports were required as of April 12, June 30, and
December 31. Summaries from all condition reports, by States, are pub-
lished in pamphlet form. National banks were also required by
statute to obtain reports of their affiliates and holding company affiliates
other than member banks as of the three dates for which condition
reports of the banks were obtained and to submit such reports to the
Comptroller.

Under the general powers conferred upon him by law, the Comptroller
obtained from each national bank during the period indicated semi-
annual reports of earnings, expenses, and dividends; also reports of
condition of foreign branches of national banks as of December 31, 1948.

National banking associations authorized to act in a fiduciary capacity
were called upon to submit reports of their trust departments as of the
close of business on December 31, 1948.

In accordance with section 298 of the Code of Law for the District of
Columbia, banks other than national in the District were required to
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make to the Comptroller condition reports and reports of earnings,
expenses, and dividends identical with those obtained from national
banks during the year. Building and loan associations and credit unions
in the District of Columbia under the supervision of the Comptroller
were required to submit reports of their assets and liabilities as of
December 31, 1948, and reports of receipts and disbursements for the
year ended December 31,1948.

Detailed figures from reports of condition and earnings and dividends
will be found in the appendix of this report.

AFFILIATES AND HOLDING COMPANY AFFILIATES OF NATIONAL
BANKS

The Federal statute requires each national bank to obtain and submit
to the Comptroller periodically reports of its affiliates, as defined in
sections 2(b) and (c) of the Banking Act of 1933, as amended, unless
waived by the Comptroller. At the end of December 1948, 863 of the
national banks reported 11,907 affiliates and holding company affiliates,
of which 10,247 were duplications reported by 240 banks. The actual
number of affiliates, or 1,660, included 23 holding company affiliates
which controlled 194 active national banks. The number of banks in each
holding company group varied from 1 to 48. At the end of 1947 there
were 22 holding company affiliates which controlled 192 national banks,
varying in number from 1 to 47 associations. Under the waiver of re-
quirement for reports of affiliates, it was necessary for only 354 banks
to submit and publish 393 reports of affiliates and holding company
affiliates. Of the latter number 177 were duplications of reports of af-
filiates and holding company affiliates by 177 banks.

LIQUIDATION OF INSOLVENT NATIONAL BANKS

During the year ended December 31, 1948, there were no failures of
national banks. The liquidation of three insolvent national banks was
completed during the year, leaving a total of six receiverships in process
of liquidation as of December 31, 1948. Of these six banks, three were
in charge of the Federal Deposit Insurance Corporation as receiver and
the remaining three banks were involved in/ litigation.

ISSUE AND REDEMPTION OF NOTES

Nine hundred and seven shipments of Federal Reserve currency were
made from Washington, D. C., during the year ended December 31,
1948, to Federal Reserve agents and Federal Reserve branch banks,
aggregating $4,073,240,000, and in addition, 20 deliveries-were made to
the Treasurer of the United States aggregating $78,580,000.

Four thousand eight hundred and thirty-five lots of unfit Federal
Reserve currency were received for verification and certification for
destruction consisting of 426,973,899 notes aggregating $5,265,080,510.

Twenty-four lots of national bank notes were received for verification
and certification for retirement and destruction consisting of 471,537
notes aggregating $7,069,459.

One hundred fifty-two thousand three hundred and fifty-three frag-
ments or charred Federal Reserve and national bank notes aggregating
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$2,195,322 were presented by the Treasurer of the United States for
identification and approval.

EXAMINATION OF NATIONAL BANKS

The National Bank Act requires that each national bank be examined
at least twice each year in order that the Comptroller may be kept
currently informed of its condition and require such corrections as are
deemed necessary with a view to maintaining each bank in sound condi-
tion. In addition to the regular examinations, special examinations are
conducted of banks the condition of which is regarded as unsatisfactory.

During the year ended December 31, 1948, 9,616 examinations of
banks, 3,143 examinations of branches, 1,882 examinations of trust
departments, and 81 examinations of affiliates were conducted. Thirteen
State banks were examined in connection with conversions to or consoli-
dations with national banks. Investigations were also conducted in
connection with applications for 38 new charters and 140 new branches.

ORGANIZATION AND STAFF

The personnel of the Office of the Comptroller of the Currency on
December 31,1948, consisted of 1,086 persons. Two hundred and twelve
were assigned to the Washington office, which included 24 in the Division
of Insolvent National Banks and 31 in the Federal Reserve Issue and
Redemption Division, which is an expense of the Federal Reserve
banks. One hundred and twenty-six clerical employees were stationed
in the 12 field offices located in the 12 Federal Reserve districts. There
was a net decrease of 3 in the Washington office, and a net increase of
50 in the field force, the result of our effort to bring our examining staff
up to present requirements.

During the year 13 national bank examiners and 64 assistant national
bank examiners left the service. In the same period 25 assistant exami-
ners were promoted to examiners, and 124 new assistants were appointed,
leaving a total of 252 national bank examiners and 496 assistant
examiners in the service at the year end.

EXPENSES OF THE BUREAU

The expenses of the office incident to the supervision of national banks
are met largely by fees assessed against the banks. Such expenses paid
from these assessments for the calendar year 1948 aggregated
$6,107,202.22.

Expenses of the Division of Insolvent National Banks are paid from
assessments against insolvent national banks in process of liquidation.
Such expenses for the calendar year 1948 totaled $102,132.69.

Expenses of the Federal Reserve Issue and Redemption Division are
paid by the Federal Reserve banks. These expenses for the calendar
year 1948 amounted to $90,388.10.
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ANNUAL REPORT

OF THE

COMPTROLLER OF THE CURRENCY

The Comptroller of the Currency has the honor to present herewith
to the Congress of the United States his Annual Report for the calendar
year 1949.

The operations of national banks during 1949 reflected, to a limited
extent, changes taking place in the general economy. During the pre-
ceding five years, loans by national banks had increased annually, from
$10 billion in 1943 to almost $24 billion at the end of 1948. This trend
did not continue during 1949. The economic fluctuations of the year
were reflected in a decrease in loans of over $1 billion during the first
half, followed by a recovery in the last six months to an aggregate
loan figure slightly greater than at the beginning of the year.

For similar reasons, demand deposits fell $2.5 billion in the first half
of the year, but increased $2.9 billion during the last six months to a
year-end total of $47.4 billion. The decrease resulted in a roughly cor-
responding drop in cash and balances with other banks, but the subsequent
increase went largely into holdings of federal government securities,
which increased $3.3 billion during the year. This also was a reversal
of the previous post-war trend toward smaller holdings of federal
government securities as loan demand had expanded.

It is appropriate to mention the general high quality of the assets
held by the National Banking System. To meet total liabilities of $84
billion at the year end, the banks had resources of $90 billion, of which
almost $60 billion consisted of cash, balances with other banks, and
federal government securities. Securities of state and local governmental
bodies and of private corporations were slightly less than $6 billion,
and the remaining $24 billion consisted of loans, as previously mentioned.

A significant development in commercial banking during the past two
decades has been the expansion in consumer installment financing. At
the beginning of that period installment financing was largely in the
hands of industrial banks and finance companies, with fewer than 200
commercial banks operating consumer credit departments. At the end
of 1949 over 11,000 insured banks were operating in this field. After
an interval of temporary eclipse during the second World War, the
rapid rise of installment credit has been a conspicuous feature of the
post-war period. During the past two years, the volume of consumer
credit rose sharply while business indicators in general have leveled
off or in some cases have declined. It may be argued that consumer
credit is merely expanding along with personal income at the higher
post-war levels, but in any event consumer credit has served as a
stimulant to production, which in turn has led to increased employment,
thereby creating additional purchasing power. In reality, it has become
a very definite part of our economy. Its importance is manifest from its
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rapid expansion, and today its position is so strategic that it can serve
as an economic stabilizer or lead to economic instability, depending
upon the way it is handled and the timing of its expansion or con-
traction.

During the year 1949 consumer loans held by national banks increased
$663 million, to a total of $4.5 billion, representing 19 percent of total
loans held by national banks at the year end.

With respect to real estate loans, real property values continued at a
high level during the year and the volume of loans secured thereby
showed further expansion, although at a slower rate than in the two or
three preceding years. The high level of values is attributable in part
to demand and in part to construction costs incident to rising prices for
labor and material. The ratio of mortgage debt to property value is
higher than ever and the average term of mortgage indebtedness has
tended to lengthen due in part to permissive legislation during recent
years. This factor, however, is offset in part by the fact that interest
rates are lower and most mortgages are on an amortization basis.

Investment in municipal bonds increased during the year by more than
$.5 billions—from $3.2 billion to $3.7 billion. The tax-exempt feature
of these securities plus the supply incident to substantial municipal re-
quirements in all fields suggests the likelihood of further expansion in
this type of investment. As pointed out in our Report for 1948, our
basic standard with respect to such securities is credit soundness. There
is only one way to determine credit soundness and that is by means of
a careful appraisal of all relevant financial facts. National banks have
responded well to our suggestions that they maintain and utilize the
credit information necessary to enable them to acquire such obliga-
tions on an informed basis. The municipal securities market remained
relatively stable and no asset problems of consequence in this field
arose during the year.

During the year 1949 the gross earnings of national banks from cur-
rent operations exceeded $2 billion for the first time. This represented
an increase of more than $100 million over earnings for 1948. This
increase resulted from larger earnings in all major categories of services
rendered (interest on investments, interest on loans, service charges, and
miscellaneous), but over three-fourths resulted from increased interest
on loans. Operating expenses also increased, so that net earnings from
current operations rose only $40 million (from $716 million for 1948
to $756 million for 1949).

National banks are increasingly utilizing the statutory procedure for
establishing "reserves for bad debts" as a means of providing for possible
future losses on loans. Transfers to such reserves on loans during the
past year aggregated more than $122 million. In our opinion, sound and
reasonable provisions for loan reserves offer definite advantages, the
chief of which is a moderation of net income crests and troughs by pro-
viding in prosperous years for the inevitable losses of years in general
business recession.

Viewed broadly on a national basis, we believe that the $30 billion of
loans and securities other than those of the federal government, which
were held in national bank portfolios at the end of the year, represent
sound extensions of credit and investments, which are unlikely to give
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rise to large losses.
However, some degree of risk is necessarily inherent in any banking

system which adequately meets the credit needs of the nation, and the
owners of the thousands of units in the American system of independent
banks receive the return on their investment as compensation for pro-
viding the "capital cushion" to cover this risk. Out of total 1949 net
profits of $475 million (an increase over 1948 of slightly more than
$50 million), dividends oi $205 million were declared, the remaining
$270 million being retained to strengthen the capital structure of the
National Banking System. Even with this conservation of earnings and
similar praiseworthy conservation of earnings during previous post-war
years, it has been impossible for the growth of capital funds to keep
pace with the growth of deposits which took place during the war
economy and subsequent thereto.

Federal bank supervisory authorities have an obligation not only to
the country as a whole, but to every community and area in which a
bank under their supervision is located, and to the depositors and share-
holders of every such bank. In accordance with this principle, our
Bureau strives constantly to bring each individual national bank up to
the high standard of asset condition and operating efficiency which
characterizes the system as a whole. One aspect of this effort is the
strengthening of capital structure, not only by retention of earnings but
also by sale of additional stock where necessary. Such a program is a
natural and desirable concomitant of the post-war increase in normal
banking risk due chiefly to the greater volume of loans previously re-
ferred to. At the end of the year, capital accounts totaled almost $6
billion, or 25*percent of the amount of deposits not covered by cash and
"federal ^government securities. When the general high quality of other
securities and loans is considered, it is necessary to conclude that the
National Banking System is in very healthy condition.

It is worthy of note that the $6 billion capital structure of the
National Banking System is almost wholly based upon a single class of
common stock. Until March 1933, there was no power on the part of
national banks to issue preferred shares. This Bureau regards the
legislation of that year, authorizing issuance of preferred stock, to have
been intended almost solely for emergency situations. In accordance
with this interpretation of the law, and with the full cooperation of
national banks having preferred stock outstanding, the past fifteen years
have seen preferred stock in national banks fall from 17 percent of
capital funds in 1935 to less than 4/10ths percent at the end of 1949.

We believe our interpretation of the law as calling for a single uniform
class of national bank stock is also in accordance with sound economic
principles. The Bureau of the Comptroller of the Currency has responsi-
bilities to national bank stockholders (and potential stockholders) which
are second only to its responsibilities to depositors and the banking public
generally. A capital structure consisting solely of uniform common stock
has considerable advantages. The complications of corporate affairs are
not clear even to the investing public, and where a corporation is
capitalized with two or more classes of stock, many shareholders have a
very limited understanding of their relative positions and rights. Like-
wise, the existence of two or more classes of stock, with unlimited pos-
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sible variations in preferences as to dividends, redemption, voluntary
and involuntary liquidation, voting rights, protection against dilution,
and many others, has often given rise to conflicts of interests between
common and preferred shareholders.

National banks are in an especially favorable position to avoid the
disadvantages of capital structure of two or more classes of share-
holders. Generally speaking, under existing laws, regulations and super-
visory practices, common stock in an adequately capitalized national
bank is a more stable investment than common stocks of most industrial
and mercantile enterprises. Consequently, there is seldom any need for
different classes of stock in order to attract different levels of available
investment funds.

The National Banking System is an important element in our economy
and every effort should be made to minimize the obstacles to its ob-
taining the additional capital funds which are continuously essential to
the performance of the system's work in an expanding economic world.
It is probable that the public will become increasingly aware of the
simple and uniform character of national bank capitalization, with a con-
sequent increased willingness to invest its funds in those institutions. An
incidental benefit of our policy in this matter is that the capital structure
of national banks may serve as an example of simplicity and workability
to investors large and small, which in time may have a beneficial effect
upon corporate financing generally.

During the five years 1945 to 1949, inclusive, the number of national
banks in operation declined by fifty (from 5,031 to 4,981). During the
same period, the number of branches of national banks increased by over
four hundred (from 1,618 to 2,033). The decrease in the number of
banks—less than 1 percent in five years—is perhaps too slight to be
significant, standing alone. However, the over-25 percent increase in the
number of branches indicates a relatively large number of situations in
which a community or residential area does not maintain an independent
local bank, for some reason, but nevertheless receives banking service
through a local branch of an established bank. In this connection, it is ap-
propriate to mention our general policy of encouraging independent
local banking, rather than expansion of branch systems, wherever the
former gives promise of operating soundly and to the satisfaction of the
community.

Of the numerous building and loan associations in the City of Wash-
ington, some operate under provisions of the District of Columbia Code,
and others ("Federal Savings and Loan Associations") under pro-
visions of the Home Owners Loan Act of 1933. Likewise, some credit
unions in Washington operate under the District of Columbia Credit
Unions Act, and others under the Federal Credit Union Act. The build-
ing associations and credit unions operating under local law are super-
vised by this office. Those belonging to the nation-wide systems are
respectively supervised by the Home Loan Bank Board and the Bureau
of Federal Credit Unions in the Federal Security Agency.

In the interest of uniformity and efficiency in the supervision of these
organizations, it is again recommended that the functions of the Comp-
troller of the Currency with respect to building associations and credit
unions be transferred to the Board and Agency named.
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A comparison of the assets and liabilities of the banks in the National
Banking System as of December 31, 1948, April 11, June 30, Novem-
ber 1, and December 31, 1949, reported pursuant to calls for condition
statements by the Comptroller of the Currency, is shown in the following
table.
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Assets and liabilities oj national banks on dates indicated
[In thousands of dollars]

ASSETS

Loans and discounts, including overdrafts
U. S. Government securities, direct obligations..
Obligations guaranteed by U. S. Government.-.
Obligations of States and political subdivisions. _
Other bonds, notes, and debentures
Corporate stocks, including stocks of Federal

Reserve banks. . . . . - .

Total loans and securities
Cash, balances with other banks, including re-

serve balances, and cash items in process of
collection - _ _

Bank premises owned, furniture and fixtures
Real estate owned other than bank premises
Investments and other assets indirectly repre-

senting bank premises or other real estate
Customers' liability on acceptances outstanding
Interest, commissions, rent, and other income

earned or accrued but not collected
Other assets -

Total assets _

LIABILITIES
Demand deposits of individuals, partnerships,

and corporations _ _
Time deposits of individuals, partnerships, and

corporations
Deposits of U. S. Government and postal savings-
Deposits of States and political subdivisions
Deposits of banks _ _ _ _ _ _ _
Other deposits (certified and cashiers' checks,

etc.)

Total deposits

Demand deposits
Time deposits

Bills payable, rediscounts, and other liabilities
for borrowed money

Mortgages or other liens on bank premises and
other real estate

Acceptances executed by or for account of re-
porting banks and outstanding

Interest, discount, rent, and other income col-
lected but not earned. _ _

Interest, taxes, and other expenses accrued and
unpaid

Other liabilities

Total liabilities-

CAPITAL ACCOUNTS
Capital stock (see memoranda below).
Surplus
Undivided profits _ _
Reserves and retirement account for preferred

stock _.

Total capital accounts

Total liabilities and capital accounts

MEMORANDA
Par value of capital stock:

Class A preferred stock
Class B preferred stock
Common stock _ ._

Total

Retirable value of preferred capital stock:
Class A preferred stock
Class B preferred stock

Total _

Assets pledged or assigned to secure liabilities
and for other purposes (including notes and
bills rediscounted and securities sold with
agreement to repurchase)

Dec. 31, 1948
(4,997 banks)

23,818,513
34,977,410

2,853
3,190,189
1,898,185

159,716

64,046,866

23,024,269
573,557

9,559

43,794
113,097

152,578
171,332

88,135,052

47,004,636

18,828,056
1,504,408
5,230,758
7,843,607

1,236,551

81,648,016

61,937,877
19,710,139

41,330

291

127,337

108,995

216,222
321,973

82,464,164

1,828,759
2,510,495
1,009,365

322,269

5,670,888

88,135,052

22,130
1,915

1,804,714

1,828,759

31,757
2,927

34,684

8,926,898

Apr. 11, 1949
(4,996 banks)

22,941,026
XOA coo one

3,289,963
1,901,718

161,062

62,876,575

20,855,906
584,507
10,051

45,262
89,356

146,977
156,426

84,765,060

44,318,284

18,907,230
1,815,957
5,294,587
6,887,424

887,431

78,110,913

58,249,770
19,861,143

89,553

261

97,866

111,109

238,366
339,598

78,987,666

1,905,026
2,478,494
1,068,755

325,119

5,777,394

84,765,060

21,038
1,131

1,882,857

1,905,026

29,566
1,518

31,084

9,427,546

June 30, 1949
(4,993 banks)

22,578,120
/35,595,411
\ 2,087

3,410,267
1,959,419

162,609

63,707,913

20,376,181
587,617
12,351

48,414
75,325

150,161
141,488

85,099,450

44,470,804

19,008,719
1,451,478
5,398,970
6,946,245

1,175,252

78,451,468

58,367,215
20,084,253

14,123

274

83,860

116,661

225,396
379,765

79,271,547

1,907,958
2,506,653
1,084,283

329,009

5,827,903

85,099,450

21,264
1,061

1,885,633

1,907,958

28,978
1,448

30,426

9,218,252

Nov. 1, 1949
(4,988 banks)

23,438,583

3,718,789
2,027,769

165,216

67,682,727

19,676,846
601,720
12,725

50,992
83,415

195,139
145,509

88,449,073

46,415,997

18,935,621
2,025,538
5,182,966
7,717,139

1,105,524

81,382,785

61,374,683
20,008,102

170,075

260

95,579

135,279

272,400
408,584

82,464,962

1,913,907
2,521,377
1,213,773

335,054

5,984,111

88,449,073

19,806
967

1,893,134

1,913,907

26,230
1,304

27,534

9,941,876

Dec. 31, 1949
(4,981 banks)

23,928,293
/ 38,268,473
I 2,050

3,747,200
2,023,542

166,485

68,136,043

21 044 958
599,582
12,184

51,831
106,421

166,653
121,507

90,239,179

47 352 731

18 954 970
2,030,693
5,423,285
8,279,678

1,302,961

83,344,318

63,293,252
20 051 066

7 562

260

123,927

138 910

231,581
458,280

84,304,838

1,916,340
2 639 440
1,067,664

310,897

5,934,341

90,239,179

15 621
947

1,899,772

1,916,340

21,923
1,284

23,207

9,816,904
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TRENDS IN BANKING

The following table shows the changes that have occurred in recent
years in the relationships of the major asset and liability accounts of
national banks to the aggregate of assets and liabilities.

Distribution of assets and liabilities of national banks, Dec. 81, 1946-49

ASSETS

Securities:
U. S. Government, direct and guaranteed
Obligations of States and political subdivisions _
Stock of Federal Reserve banks _
Other bonds and securities _

Total securities. _ _

Loans and discounts
Cash and balances with other banks, excluding reserves
Reserve with Reserve banks _ _
Bank premises, furniture and fixtures __ _ _ _ _ _ ___
Other real estate owned
All other assets _ _ _ _ _ — —

Total assets _ _ . __ - __

LIABILITIES

Deposits:
Demand of individuals, partnerships, and corporations. _
Time of individuals, partnerships, and corporations
XJ. S. Government _
States and political subdivisions
Banks ___ __ _ _ _ _ _ _ __ _ _
Other deposits (including postal savings) __ _ _

Total deposits. _ _ __ _

Demand deposits
Time deposits. _ __ _ _ __ _

Other liabilities _ _ _ __ _
Capital funds:

Capital stock
Surplus - -_ -_
Undivided profits and reserves _ _ _

Total capital funds _ _ _

Total liabilities and capital funds

1946

Percent
49.32
3.13

14
2.38

54.97

20.40
11.11
12.54

.60

.01

.37

100.00

53.65
21.25
2.17
4.86
9.63
1.60

93.16

71.26
21.90

.77

2.07
2.68
1.32

6.07

100.00

1947

Percent
43.90

3.42
.14

2.30

49.76

24.29
11.74
13.22

.60

.01

.38

100.00

54.36
21.21

1.02
5.34
9.51
1.58

93.02

71. 0U
21.98

.85

2.01
2.71
1.41

6.13

100.00

1948

Percent
39.69
3.62

14
2.19

45.64

27.03
10.94
15.18

.65

.01

.55

100.00

53.33
21.36

1.70
5.94
8.90
1.41

92.64

70.28
22.36

.93

2.07
2.85
1.51

6.43

100.00

1949

Percent
42.41
4.15

15
2.28

48.99

26.52
11.40
11.92

.66

.01

.50

100.00

52.47
21.01
2.25
6.01
9.17
1.45

92.36

70. H
22.22

1.06

2.12
2.93
1.53

6.58

100.00

EARNINGS, EXPENSES, AND DIVIDENDS OF NATIONAL BANKS
FOR YEAR ENDED DECEMBER 31, 1949

The net operating earnings of national banks in the year ended Decem-
ber 31, 1949, were $756,000,000, an increase of more than $40,000,000
over the amount reported for the preceding year.

Gross earnings exceeded $2,004,000,000, an increase of $104,000,000
over the gross earnings for the year 1948. The principal items of operat-
ing earnings in 1949 were $969,000,000 from interest and discount on
loans, an increase of $78,000,000 over 1948, and $582,000,000 from
interest on United States Government obligations, an increase of $3,000,-
000 compared to the year 1948. Other principal items of operating
earnings were $117,000,000 from interest and dividends on securities
other than United States Government obligations, an increase of $6,000,-
000 over the previous year, and $109,000,000 from service charges on
deposit accounts, an increase of $11,000,000. Operating expenses, ex-

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

1949



REPORT OF THE COMPTROLLER OF THE CURRENCY 5

eluding taxes on net income, were $1,248,000,000 as against $1,184,000,-
000 in 1948. Principal operating expenses were $611,000,000 for salaries
and wages of officers and employees and fees paid to directors, an
increase of $35,000,000 over 1948, and $184,000,000 expended for
interest on time and savings deposits, an increase of $8,000,000.

Adding to the net operating earnings profits on securities sold of
$40,000,000 and recoveries on loans and investments, etc. (including
adjustments in valuation reserves) of $77,000,000, and deducting there-
from losses and charge-ofFs (including current additions to valuation
reserves) of $205,000,000, and taxes on net income of $194,000,000, the
net profits before dividends for the year 1949 amounted to nearly
$475,000,000, which amounts to 8.17 percent of capital funds.

Cash dividends declared on common and preferred stock in 1949
totaled $205,000,000, in comparison with $194,000,000 in 1948. The
rate of cash dividends was 3.52 percent of the average capital funds
during the year. The cash dividends in 1949 were 43 percent of the net
profits available for the year. The remaining 57 percent of net profits,
or $270,000,000, was retained by the banks in their capital funds.

Interest and dividends on securities represented 35 percent of gross
earnings for the year, with the banks in the twelfth Federal Reserve
district showing the lowest ratio at 25 percent, while the third and
seventh districts both showed 43 percent for the highest ratio. Interest
and discount on loans accounted for 48 percent of the banks' earnings,
varying from 40 percent in the seventh district to 59 percent in the
twelfth district. Salaries, wages, and fees took over 30 percent of gross
earnings, ranging from 28 percent in the fourth district to 32 percent in
the first, second and ninth districts. Current operating earnings before
income taxes were 38 percent of gross earnings, ranging from 35 percent
in the first and seventh districts to 42 percent in the tenth district.

The rate of interest and dividends received on the average securities
held during the year was 1.67 percent, and varied from 1.56 percent at
the banks in the tenth district to 1.95 in the third district. On the aver-
age loans and discounts the rate of interest and discount varied from
3.21 percent in the second district to 4.79 percent in the twelfth district
for an average rate of 4.13 percent.

Current operating earnings before income taxes were 13 percent on
the average total capital accounts, varying from 9.7 percent in the first
and second districts to 20.7 percent in the twelfth district. Net profits
after income taxes but before dividends were 8 percent on the average
capital accounts, ranging from 5.5 percent in the second district to 12.4
percent in the twelfth district.

Summaries of the earnings, expenses, and dividends of national banks
for the years ended December 31, 1948, and December 31, 1949, are
shown in the following table.
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Earnings, expenses, and dividends of national banks for years ended Dec. 31,
1948 and 1949

[In millions of dollars]

Number of banks1 __ ___
Capital stock (par value)2 _
Capital accounts2- _ _ __
Earnings from current operations:

Interest and dividends on—•
U. S. Government obligations
Other securities ___ _ ___

Interest and discount on loans
Service charges on deposit accounts _
Other current earnings _ _

Total __

Current operating expenses:
Salaries, wages, and fees _ _ _ _ _ _ __
Interest on time deposits (including savings deposits)
Taxes other than on net income _ _ _ _ _
Recurring depreciation on banking house, furniture and fixtures
Other current operating expenses _ _ __

Total ___ _ _

Net earnings from current operations. - _

Recoveries, transfers from valuation reserves, and profits:
On securities:

Recoveries
Transfers from valuation reserves _ _ _
Profits on securities sold or redeemed

On loans:
Recoveries
Transfers from valuation reserves

All other _ _ _ _ _ ___ _ _ _
Total- _

Losses, charge-offs, and transfers to valuation reserves:
On securities:

Losses and charge-offs _ _ _ _ _ _ _ _
Transfers to valuation reserves

On loans:
Losses and charge-offs
Transfers to valuation reserves- _ _

All other- .._ _ _ _
Total

Profits before income taxes __ _ _ _ _ __

Taxes on net income:
Federal—- _ ___ _ _ _ _ _
State ___ __ _

Total __- _

Net profits before dividends _ _ ____

Cash dividends declared:
On preferred stock ___ _ _ _ _ _ _
On common stock _ _ _ _ _ _

Total _ __ __ _ __ _

Memoranda items:
Recoveries credited to valuation reserves (not included in

recoveries above):
On securities _ _
On loans

Losses charged to valuation reserves (not included in losses
above):

On securities
On loans _ _ __

Stock dividends (increases in capital stock) _ _ __

Ratios:
Expenses to gross earnings. _ __ _
Net profits before dividends to capital accounts
Cash dividends to capital stock _ _ __
Cash dividends to capital accounts

1949

4,981
1,884.4
5,811.0

582.2
117.7
969 1
109.5
226.3

2,004.8

611.0
184.0
65.7
30.7

356.9
1,248.3

756.5

6 1
15.4
40.2

13.5
11.5
30.8

117.5

21.3
18.3

14.5
122.1
28.9

205.1

668.9

183.0
11.0

194.0

474.9

1.1
203.6
204.7

1.4
12.8

2.3
45.0
87.0

Percent
62.27
8.17

10.87
3.52

1948

4,997
1,804.5
5,546.0

578.7
110.9
890 6
97.7

222.6
1,900.5

575.8
175.5
61.3
27.7

344.1
1,184.4

716.1

19 7
11.3
37.5

24.6
23.9
44.5

161.5

46.6
23.6

19.6
160.6
27.0

277.4

600.1

166.7
9.7

176.4

423.8

1.3
192.6
193.9

5.6
6.5

8.8
30.8
36.7

Percent
62.32
7.64

10.75
3.50

Change
since 1948

-16
+79.9

+265.0

+3.5
+6.8

+78 5
+11.8
+3.7

+ 104.3

+35.2
+8.5
+4.4
+3.0

+ 12.8
+63.9

+40.4

— 13 6
+4.1
+2.7

-11.1
-12.4
-13.7
-44.0

-25.3
-5.3

-5.1
-38.5
+1.9

-72.3

+68.8

+16.3
+1.3

+17.6

+51.1

- .2
+ 11.0
+10.8

-4.2
+6.3

-6.5
+14.2
+50.3

Percent
- . 0 5
+ .53
+ .12
+ .02

1 Number at end of period. Remaining figures include earnings, expenses, etc., of those banks which
were in operation a part of the year but were inactive at the close of the year.

2 Figures are averages of amounts reported for the June and December call dates in the current year
and the December call date in the previous year.

NOTE.—Figures are rounded to the nearest tenth of a million and may not equal totals.
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KEPORT OF THE COMPTROLLER OF THE CURRENCY 7

STRUCTURAL CHANGES IN THE NATIONAL BANKING SYSTEM

The authorized capital stock of the 4,983 national banks in existence
at the close of business on December 31, 1949, including 2 inactive
banks, consisted of common capital stock aggregating $1,899,273,492, a
net increase during the year of $94,186,895, and preferred capital stock
aggregating $17,198,458, a net decrease during the year of $7,084,570.

In addition to 23 applications with proposed common capital stock
of $3,380,000, 1 of which also provided for $50,000 of preferred capital
stock, carried over from the previous year, 38 applications were received
to organize national banks and to convert State banks into national
banking associations, with proposed common capital stock of $5,275,000.
Of these applications, 16 with proposed capital stock of $1,900,000 were
approved; 16 with proposed capital stock of $1,250,000 were rejected,
and the remainder had been abandoned or were still pending as of De-
cember 31. From the applications carried over from the previous year
and those approved during 1949, 18 national banking associations with
common capital stock of $2,205,000, 1 of which also had $50,000 of
preferred capital stock, were authorized to commence business. Of the
charters issued, 5 with common capital stock of $450,000, 1 of which
also had $50,000 of preferred capital stock, resulted from the conver-
sions of State banks; 1 with capital stock of $100,000 was organized to
acquire the business of a liquidating national bank and 1 with capital
stock of $100,000 acquired the business of a private bank.

During the year, 13 national banks and 3 state banks were consoli-
dated under authority of the act of November 7, 1918, as amended, into
8 national banking associations with common capital stock of $16,565,-
000. Approximately $53,400,000 of assets were brought into the national
banking system by reason of the 3 State banks being consolidated with
national banks. In addition, national banks reported the purchase of
the business of 12 State banks, with capital stock of $1,545,000 and
assets of approximately $56,200,000.

During the year, 32 national banks with common capital stock of
$7,320,000, 1 of which also had $280,000 of preferred capital stock,
went into voluntary liquidation in the manner provided by sections
5220 and 5221 of the United States Revised Statutes. Of these banks,
16 with common capital stock of $3,865,000 and assets of $229,505,136
were succeeded by other national banks; 13 with common capital stock
of $3,255,000, 1 of which also had $280,000 of preferred capital stock,
and assets of $146,708,416, were succeeded by State banks, and 3 with
common capital stock of $200,000 and assets of $5,974,826, paid their
depositors and quit business.

Changes in the number and capital stock of national banks during
the year ended December 31, 1949 are shown in the following summary.

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

1949



REPORT OF THE COMPTROLLER OF THE CURRENCY

Organization, capital stock changes, and national banks closed as reported
during the year ended Dec. 81,1949

Increases:
Banks newly chartered:

Primary organizations _
Reorganizations
Conversions of State banks _ _

Capital stock:
114 cases by statutory sale _ _
175 cases by statutory stock dividend
34 cases by stock dividend under articles of association
6 cases by statutory consolidation
2 cases by increase in par value of preferred capital

stock

Total increases __ _ _ _

Decreases:
Banks ceasing operations:

Voluntary liquidations:
Succeeded by national banks_ _
Succeeded by State banks
No successors _ _ _ _ _ _ _ _ _

Statutory consolidations. _ _ _ _ _ _ _
Receiverships _ _ _ _ _ _ _ _ _ "__ ___

Capital stock:
84 cases by retirement _ _ _ _ _ _ _ _
3 cases by statutory reductions. _ _ _ _ _

Total decreases-_ _ _ __ _ _

Net change
Charters in force Dec. 31, 1948, and authorized capital stock. _

Charters in force Dec. 31, 1949, and authorized capital stock__

Number
of banks

11
2
5

18

16
13
3
5

37

- 1 9
5,002

4,983

Capital stock

Common

$1,555,000
200,000
450,000

11,847,750
84,913,355

1,345,790
1,325,000

101,636,895

3,865,000
3,255,000

200,000

130,000

7,450,000

94,186,895
1,805,086,597

1,899,273,492

Preferred

$50,000

604,000

654,000

280,000

7,458,570

7,738,570

-7,084,570
24,283,028

17,198,458

BRANCHES

On December 31, 1949, 299 national banks were operating a total of
2,033 branches, including 5 seasonal offices.

During the year ended December 31, 1949, 100 branches were brought
into the national banking system. Of the 100 branches, 49 were author-
ized to operate in places other than the city in which the parent bank
is located. During the same period 6 branches were discontinued, 2
through actions of the boards of directors of the parent banks and 4
through voluntary liquidation of the parent banks.

Of the 100 branches authorized, 97 were operating on December 31,
1949. Eight branches authorized in 1948 did not begin operations until
1949. There was a net gain in the system of 99 operating branches in
the year.

NATIONAL BANK NOTES OUTSTANDING

There were as of December 31, 1949, $90,360,410.00 of national bank
notes outstanding.
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REPORT OF THE COMPTROLLER OF THE CURRENCY 9

DISTRIBUTION OF ALL BANKS

On December 31, 1949, there were 14,705 commercial and savings
banks in the United States and possessions with deposits of $165,244,-
044,000. Of these banks, 13,628, or 93 percent, with 95 percent of the
deposits, were insured banks. The 4,975 national banks, members of
the Federal Reserve System, represented 34 percent of all banks and
held 50 percent of the total deposits. The 531 mutual savings banks, of
which 192 were insured, held $19,293,388,000 of deposits.

Classification of all banks, Dec. SI, 1949

[nsured banks:
National--
State member—

Commercial _
Mutual savings. _ __

Nonmember—
State commercial1
Mutual savings. _

Total insured banks

Uninsured banks:
Nonmember—

State commercial and pri-
vate2

Mutual savings

Total uninsured banks—

Total all banks

Banks

Number
of

banks

*4,975

1,914
3

6,547
189

13,628

738
339

1,077

14,705

Percent
of grand

total

33.83

13.02
.02

44,52
1.29

92.68

5.02
2.30

7.32

100.00

Change in
12 months
(percent
of grand

total)

-0.04

- .04
0

+ .38
0

+ .30

- .30
0

- . 3 0

Deposits

Amount
(000

omitted)

83,112,814

40,755,734
16,050

19,325,761
13,575,497

156,785,856

2,756,347
5,701,841

8,458,188

165,244,044

Percent
of grand

total

50.30

24.66
.01

11.69
8.22

94.88

1.67
3.45

5.12

100.00

Change in
12 months
(percent
of grand

total)

+0.06

+ .01
0

- .24
+ .35

+ .18

- . 1 5
- . 0 3

- . 1 8

1 Includes 4 nonmember insured national banks.
2 Includes 2 nonmember uninsured national banks

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

1949



10 REPORT OF THE COMPTROLLER OF THE CURRENCY

ASSETS AND LIABILITIES OF ALL BANKS IN THE UNITED STATES
AND POSSESSIONS

The total assets of all classes of active banks in the United States
and possessions on December 31, 1949, amounted to $180,043,000,000,
an increase of $3,968,000,000 since December 31, 1948.

The total deposits at the end of 1949 amounted to $165,244,000,000,
an increase of $3,203,000,000 over 1948. Included in the 1949 figures
are deposits of individuals, partnerships, and corporations of $137,870,-
000,000, an increase of $1,349,000,000 in the year. Deposits of the
United States Government, including postal savings deposits, were
$3,325,000,000, an increase of $804,000,000, or 32 percent, since Decem-
ber 1948; deposits of States and political subdivisions amounting to
$8,957,000,000 showed an increase of $395,000,000, or 5 percent, in the
year, and deposits of banks of $12,721,000,000 were $436,000,000, or 4
percent, more than in 1948.

Loans and discounts amounted to $49,828,000,000 in December 1949
after deducting reserves of $787,000,000 for possible future losses. The
net loans were $1,375,000,000, or 3 percent, over the amount reported
as of the end of 1948. Commercial and industrial loans of $17,195,000,-
000 were 10 percent less than at the end of 1948; consumer loans of
$8,159,000,000 increased 17 percent in the'year; real estate loans of
$18,350,000,000 were up 10 percent, and all other loans of $6,911,000,-
000 increased 8 percent.

The banks held obligations of the United States Government, direct
and guaranteed, of $78,754,000,000 in December 1949, an increase of
$4,292,000,000, or 6 percent, since December 1948. Obligations of States
and political subdivisions held amounted to $6,657,000,000, an increase
of $903,000,000, and other securities held amounted to $6,025,000,000,
an increase of $308,000,000. The total of all securities held at the end
of 1949 was $91,436,000,000, and represented 51 percent of the banks'
total assets. At the end of the previous year the ratio was 49 percent.

Cash and balances with other banks, including reserve balances, in
December 1949 were $36,676,000,000, a decrease of 7 percent since 1948.

Total capital accounts were $13,165,000,000, compared to $12,554,-
000,000 at the end of 1948. The total of surplus, profits, and reserves
at the end of 1949 was $9,617,000,000, an increase of $486,000,000, or
5 percent in the year.

A statement of the assets and liabilities of all classes of active banks
in the country at the end of December 1948 and 1949 follows:
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REPORT OF THE COMPTROLLER OF THE CURRENCY 11

Assets and liabilities oj all banks in the United States and possessions,
1948 and 1949

[In millions of dollars]

Dec. 31,
1949

14,705

18,350
17,195
8,159

2,658
4,253

50,615
787

49,828

78,754
6,657
5,505

520

91,436

2,185

34,491
1,173

32

86
191
621

180,043

83,454
54,416
3,325
8,957

12,721
2,371

165,244

108,976
56,268

27

222
1,385

166,878

48
69

3,431
6,385
2,626

606

13,165

180,043

Dec. 31,
1948

14,735

16,704
19,055
6,960

2,332
4,040

49,091
638

48,453

74,462
5,754
5,200

517

85,933

2,145

37,490
1,123

32

78
205
616

176,075

83,166
53,355
2,521
8,562

12,285
2,152

162,041

107,088
5U,953

64

228
1,188

163,521

48
79

3,296
6,008
2,506

617

12,554

176,075

Change
since 1948

- 3 0

+1,646
-1,860
+ 1,199

+326
+213

+ 1,524
+149

+ 1,375

+4,292
+903
+305

+3
+5,503

+40

-2,999
+50

0

+8
- 1 4
+5

+3,968

+288
+ 1,061

+804
+395
+436
+219

+3,203

+1,888
+1,315

-37

-6
+ 197

+3,357

0
-10

+ 135
+377
+ 120

-11

+611

+3,968

Number of banks

ASSETS

Loans on real estate
Commercial and industrial loans (including open-market paper)
Consumer loans
Loans to brokers and dealers in securities and other loans for the

purpose of purchasing or carrying securities
Other loans

Total gross loans

Less valuation reserves

Net loans

U. S. Government obligations, direct and guaranteed
Obligations of States and political subdivisions
Other bonds, notes, and debentures
Corporate stocks, including stocks of Federal Reserve banks

Total securities

Currency and coin
Balances with other banks, including reserve balances, and cash

items in process of collection
Bank premises owned, furniture and fixtures
Real estate owned other than bank premises
Investments and other assets indirectly representing bank premises

or other real estate
Customers' liability on acceptances outstanding
Other assets

Total assets

LIABILITIES

Demand deposits of individuals, partnerships, and corporations
Time deposits of individuals, partnerships, and corporations
U. S. Government and postal savings deposits
Deposits of States and political subdivisions
Deposits of banks
Other deposits (certified and cashiers' checks, etc.)

Total deposits

Demand deposits
Time deposits

Bills payable, rediscounts, and other liabilities for borrowed money._
Acceptances executed by or for account of reporting banks and

outstanding
Other liabilities

Total liabilities

CAPITAL ACCOUNTS

Capital notes and debentures
Preferred stock
Common stock
Surplus
Undivided profits
Reserves and retirement account for preferred stock and capital

notes and debentures

Total capital accounts

Total liabilities and capital accounts

NOTE:—Figures for nonnational banks obtained from the Federal Deposit Insurance Corporation,
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12 REPORT OF THE COMPTROLLER OF THE CURRENCY

REPORTS FROM BANKS

National banks in the continental United States, Alaska, the Terri-
tory of Hawaii, and the Virgin Islands of the United States were, in
accordance with the provisions of section 5211 of the Revised Statutes,
called upon to submit four reports of condition during the year ended
December 31, 1949. Reports were required as of April 11, June 30,
November 1, and December 31. Summaries from all condition reports,
by States, are published in pamphlet form. National banks were also
required by statute to obtain reports of their affiliates and holding com-
pany affiliates other than member banks as of the four dates for which
condition reports of the banks were obtained and to submit such reports
to the Comptroller.

Under the general power conferred upon him by law, the Comptroller
obtained from each national bank during the period indicated semi-
annual reports of earnings, expenses, and dividends; also reports of
condition of all domestic branches as of June 30, 1949, and foreign
branches as of December 31, 1949.

National banking associations authorized to act in a fiduciary capacity
were called upon to submit reports of their trust departments as of
the close of business on December 31,1949.

In accordance with section 298 of the Code of Law for the District
of Columbia, banks other than national in the District were required
to make to the Comptroller condition reports and reports of earnings,
expenses, and dividends identical with those obtained from national
banks during the year. Building and loan associations and credit unions
in the District of Columbia under the supervision of the Comptroller
were required to submit reports of their assets and liabilities as of
December 31, 1949, and reports of receipts and disbursements for the
year ended December 31, 1949.

Detailed figures from reports of condition and earnings and dividends
will be found in the appendix of this report.

AFFILIATES AND HOLDING COMPANY AFFILIATES OF NATIONAL
BANKS

The Federal statute requires each national bank to obtain and submit
to the Comptroller periodically reports of its affiliates, as defined in
sections 2(b) and (c) of the Banking Act of 1933, as amended, unless
waived by the Comptroller. At the end of December 1949, 854 of the
national banks reported 11,962 affiliates and holding company affiliates,
of which 10,296 were duplications reported by 239 banks. The actual
number of affiliates, or 1,666, included 23 holding company affiliates
which controlled 195 active national banks. The number of banks in
each holding company group varied from 1 to 48. At the end of 1948
there were 23 holding company affiliates which controlled 194 national
banks, varying in number from 1 to 48 associations. Under the waiver
of requirement for reports of affiliates, it was necessary for only 348
banks to submit and publish 387 reports of affiliates and holding com-
pany affiliates. Of the latter number 179 were duplications of reports of
affiliates and holding company affiliates by 179 banks.
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REPORT OF THE COMPTROLLER OF THE CURRENCY 13

LIQUIDATION OF INSOLVENT NATIONAL BANKS

During the year ended December 31, 1949, there were no failures of
national banks. The liquidation of two insolvent national banks was
completed during the year, leaving a total of four receiverships in
process of liquidation as of December 31, 1949. Of these four banks
two were in charge of the Federal Deposit Insurance Corporation as
receiver and the remaining two banks were involved in litigation.

ISSUE AND REDEMPTION OF NOTES

One thousand and twenty-six shipments of Federal Reserve cur-
rency were made from Washington, D. C, during the year ended De-
cember 31, 1949, to Federal Reserve agents and Federal Reserve branch
banks, aggregating $4,759,320,000, and in addition, 20 deliveries were
made to the Treasurer of the United States aggregating $93,200,000.

Four thousand nine hundred and eighteen lots of unfit Federal
Reserve currency were received for verification and certification for
destruction consisting of 451,504,149 notes aggregating $5,572,084,866.

Twenty-four lots of national bank notes were received for verification
and certification for retirement and destruction consisting of 474,269
notes aggregating $7,275,931.

One hundred ninety-three thousand one hundred and sixty-four frag-
ments of charred Federal Reserve and national bank notes aggregating
$2,742,257 were presented by the Treasurer of the United States for
identification and approval.

EXAMINATION OF NATIONAL BANKS

The National Bank Act requires that each national bank be examined
at least twice each year in order that the Comptroller may be kept cur-
rently informed of its condition and require such corrections as are
deemed necessary with a view to maintaining each bank in sound con-
dition. In addition to the regular examinations, special examinations are
conducted of banks the condition of which is regarded as unsatisfactory.

During the year ended December 31, 1949, 9,694 examinations of
banks, 3,538 examinations of branches, 1,572 examinations of trust de-
partments, and 34 examinations of affiliates were conducted. Five State
banks were examined in connection with conversions to or consolida-
tions with national banks. Investigations were also conducted in con-
nection with applications for 25 new charters and 134 new branches.
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14 REPORT OF THE COMPTROLLER OF THE CURRENCY

ORGANIZATION AND STAFF

On December 31, 1949 the Office of the Comptroller of the Currency
had in its employ 1,178 persons. Of these, 204 were assigned to the
Washington Office, including 33 employees in the Federal Reserve Issue
and Redemption Division, which is an expense of the Federal Reserve
Banks. The total personnel in the Washington Office was reduced by
8 during the year.

At the end of the year 1949 there were 125 clerks employed in the
12 field offices located in the 12 Federal Reserve districts, a decrease of
one employee. However, there was a net increase of 100 employees in
the entire field force, the result of our efforts to bring our examining
staff up to normal requirements.

Sixteen national bank examiners and 51 assistant national bank ex-
aminers left the service during the year. In the same period 23 assistants
were promoted to examiner and 162 new assistants were appointed,
leaving a total of 260 examiners and 589 assistant examiners in the
service at the end of the year.

EXPENSES OF THE BUREAU

The expenses of the office incident to the supervision of national banks
are met largely by fees assessed against the banks. Such expenses
paid from these assessments for the calendar year 1949 aggregated
$6,572,482.48.

Expenses of the Division of Insolvent National Banks are paid from
assessments against insolvent national banks in process of liquidation.
Such expenses for the calendar year 1949 totaled $82,826.11.

Expenses of the Federal Reserve Issue and Redemption Division are
paid by the Federal Reserve banks. These expenses for the calendar
year 1949 amounted to $99,045.47.
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