
ANNUAL REPORT
OF THE

COMPTROLLER OF THE CURRENCY

The Comptroller of the Currency has the honor to present here-
with to the Congress of the United States his Annual Report for the
calendar year 1950.

The year witnessed a resumption of the inflationary trend which
prevailed during the postwar years 1946, 1947, and 1948. As pointed
out in our Report covering 1949, the trend was arrested during that
year, and there was basis for the hope that the national economy was
regaining stability of the type which yields benefits to all segments
of our economic life.

Unfortunately, international events of the year 1950, and the per-
haps inevitable reaction of business and individuals to those events,
profoundly disturbed that stability. Certain forces making for in-
flationary maladjustments again became dominant, despite earnest
efforts to prevent, and later to arrest, their development.

These events naturally were reflected in the condition of our coun-
try 7s 4,965 national banks, which at the end of the year had total
resources of more than $97 billion—slightly over half of the total
banking resources of the United States. The aggregate loans of the
national banking system rose over $5 billion to a total of $29.3 billion,
an increase of 23 percent. At the beginning of the year national
banks' holdings of United States Government securities exceeded
their total outstanding loans by $14.4 billion; by December 30 the
difference was only $6.4 billion. The relative importance of loans,
as compared with security investments, was greater, with respect to
both volume and income, than it had been since prior to our entry
into World War II. The $2.6 billion reduction in Federal Govern-
ment bond holdings was offset in part by acquisition of an additional
$1 billion of obligations of States and their subdivisions, and the
remainder (supplemented by shifts of other assets) was balanced by
an increase of $2.8 billion in cash and balances with banks.

Demand deposits increased $6 billion during the year, primarily
as a result of the $5 billion increase in loans, previously mentioned.
As might have been expected, time deposits did not rise significantly,
ending the year at $20 billion, in contrast to a demand deposit total
of almost $70 billion.

The expanded loan volume reflected the high levels of purchases of
all types, from raw materials to household goods. Loans to business
enterprises rose $3 billion to a total of $13.4 billion. Loans secured
by residential real estate increased from $4.6 to $5.5 billion. Con-
sumer loans increased $1.2 billion, reaching a total of $5.7 billion at
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2 REPORT OF THE COMPTROLLER OF THE CURRENCY

the end of the year. Loans to farmers directly guaranteed by the
Commodity Credit Corporation fell from almost $600 million to less
than $200 million, while other loans to farmers rose from $1 billion
to $1.2 billion.

At the end of 1950, national banks' investment accounts constituted
44 percent ($42.8 billion) of their total resources. The character of
security investments was generally sound from the standpoints of
both credit quality and maturity position. Over 83 percent ($35.7
billion) were Federal Government obligations, of which almost $27
billion had maturities of less than 5 years (a substantial portion of this
maturing within 1 year), and only $3.3 billion had more than 10 years
to run. Holdings of short-term Federal Government issues were
well distributed among banks of all size groups.

The previously mentioned shift from obligations of the Federal
Government to obligations of State and local governmental units
was occasioned in part by the prospect of more severe taxation.
State and municipal issues became more attractive by reason
of their largely tax-free status. In addition, it must be borne
in mind that borrowing of new money by States and their political
subdivisions was of record proportions during 1950, amounting to
$3.4 billion, and banks naturally felt a responsibility and desire to
assist in financing local government issues.

The fixed assets of national banks, in the vast majority of instances,
are carried at or below unrecovered values for income tax purposes,
with many millions of dollars of depreciation anticipated. This
conservative position is reflected in the fact that the aggregate invest-
ment of national banks in fixed assets of every description amounts
to $700 million (book value as distinguished from actual realizable
value), which is only 11 percent of their total capitalization.

Unremitting attention has been given to adequate and sound
capitalization of national banks, especially in view of the increased
hazards necessarily involved in a greatly increased loan volume dur-
ing an inflationary period. While a few bankers (with executive
experience limited in many cases to the past 15 years) argue that the
character of their lending and general management policies provides
a sufficient substitute for increased capital, the vast majority agree
with our principle that there is no acceptable substitute for the pro-
tection afforded both depositors and shareholders by an adequate
capital structure. A number of banks voluntarily increased capital
through sale of new stock, and the general response of the manage-
ments and shareholders of national banks to recommendations that
additional capital be provided to accommodate their increased volume
of business has been gratifying.

Despite a decrease of 16 in the number of national banks, the
capital structure of the system increased almost $400 million during
1950, reaching $6.3 billion at the end of the year. In addition, re-
serves for bad debts were increased by $77 million to a total of $388
million.

Over $300 million of the capital-structure growth came from re-
tained earnings. In addition, 102 smaller banks (deposits less than
$25 million) added $10 million to capital funds through the sale of
additional stock; 21 middle-sized banks (deposits between $25 million
and $100 million) issued additional stock for $8 million; and 10 larger
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REPORT OF THE COMPTROLLER OF THE CURRENCY 3

banks (deposits over $100 million) sold new stock for a yield of $92
million.

Banks are finding that the manpower requirements of the armed
services, plus those resulting from the expanding activities of industry
and commerce, are tending to syphon off bank employees. Even
more serious, in some situations, is the fact that too many small
banks are managed solely by aging officers, with no adequate replace-
ment personnel in their organizations. In such cases, upon the
death or retirement of key personnel, the directors are unable to find,
or consider they cannot afford, competent management from out-
side sources. As a result, an increasing number of such banks are
being absorbed by others. In certain areas, particularly where State-
wide branch banking is permitted, this is causing a steady reduction
in the number of small unit banks and ever-greater concentration of
banking resources under the control of relatively few large institutions.
Everyone interested in local banks, and particularly bank directors,
would do well to place greater emphasis on measures designed to
correct this weakness, knowing that a bank without adequate man-
agement has only two possible destinations—absorption or failure.

In the domestic economy of the United States, undoubtedly the
most significant fact of the year 1950—particularly the second half-
was the inflationary^ trend at an accelerating tempo. The subject of
inflation—its causes, course, prevention, curbing, and effects—has
been discussed in millions of words within the last year. Every
aspect of the problem has been extensively studied, and the results
of that study have been presented to all levels of political and eco-
nomic activity. Nevertheless, our realization of the basic importance
of this matter should never become dulled, despite frequent reiteration.
It is not too much to say that, in addition to being grossly and arbi-
trarily unfair to large segments of the population, inflation weakens
the spirit of energy and initiative which is responsible for our nation's
economic preeminence. It discourages planning and saving by indi-
viduals and businesses. Despite its temporary hectic stimulation,
it introduces an element of uncertainty which undermines the sound
foundations of efficiency and an expanding future.

There appears to have been much misunderstanding regarding the
causes of the recent inflationary rise, and a failure to grasp the relative
force of various factors and their interrelationship. When effective
demand for goods and services increases, there is almost certain to
be an increase in price levels unless the supply of goods and services
can be increased at a rate sufficiently rapid to satisfy the expanded
demand. In 1950, this was not the case. We had relatively little
idle productive equipment; we were already using some raw materials
as fast as they could be produced; and the pool of available additional
manpower was comparatively small. In these circumstances, prices
were certain to rise as people had more money to spend and were willing
to spend it.

What were the means by which the increased demand was made
effective? There has been a tendency to oversimplify this problem
by attributing the inflationary movement largely to the $8.5 billion
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4 REPORT OF THE COMPTROLLER OF THE CURRENCY

expansion in bank loans during the latter half of the year. For some
reason, it has been customary to overlook the fact that effective dollar
demand is made up of two factors—not only the absolute volume of
money (credit as well as currency) available, but also the velocity of
the turnover of that money.

The outbreak of the Korean conflict, and various crises since that
event, stimulated waves of buying in excess of immediate needs,
because individuals and business concerns anticipated both higher
prices and shortages of desired materials and products. As a result,
money which had been idle became active, and money generally
passed from hand to hand, from account to account, more rapidly.
This utilization of idle funds and more rapid turnover would have
exerted an upward pressure on the price structure even in the absence
of any increase in the quantity of money in bank accounts, tills and
pockets.

In fact, however, the volume of available money also increased.
As indicated previously, there was a substantial increase in bank
credit during the second half of 1950, and some portion of this undoubt-
edly made its contribution to the inflationary advance.

A relatively small part of bank credit expansion during 1950 re-
flected the financing of defense-engendered conversion or construction
of plants and equipment. A certain portion of the expansion unde-
niably was due to the widespread impulse, already mentioned, to
increase business inventories beyond normal volume and to buy
consumers1 goods in advance of actual need. The origin of this
impulse was the fear of higher prices and the possibility that restric-
tions on civilian production might create shortages of raw materials
and finished products. This was evidenced, in the field of banking,
by the abnormal volume of loans to manufacturers, distributors, and
retailers for the purpose of building up inventories of raw material
and finished goods.

However, it should be emphasized that, as a result of higher price
levels, a large part of the increase in commercial bank credit was
due to the need of regular customers for abnormal credit to carry
normal inventories. It would be unreasonable to expect a bank to
place a 1949 ceiling on its customer's 1950 borrowings, thereby forcing
him either to curtail normal operations or to seek another source of
credit for his legitimate and uninflated needs.

The foregoing discussion is intended to present bank credit expan-
sion in its correct perspective as one factor—although by no means
the sole or even chief factor—contributing to the rise in price levels
during 1950. By providing a part of the means for premature and
excessive purchases, in an economy already pressing against its
productive-capacity ceiling, some lending by banks was adding to
the pressure in the inflationary engine.

It is noteworthy that the growth in loan volume occurred among
national banks of all sizes, but was somewhat more pronounced among
the very largest city banks, probably because the greatest credit
demands during the year came from major industrial and commercial
concerns, which dealt primarily with the larger banks, capable of
furnishing credit in the required volume. Thus, of the 4,965 banks
in the national banking system, the 126 banks with deposits in excess
of $100,000,000 held 63 percent of the total loan volume, but origi-
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REPORT OF THE COMPTROLLER OF THE CURRENCY 5

nated 70 percent of the loan increase during 1950 ($3.8 billion out of
$5.4 billion total). At the other extreme, the 4,535 national banks
with deposits of less than $25,000,000, which hold 23 percent of total
loans, were responsible for only 14 percent of the loan increase in 1950.

Without doubt, many banks spontaneously exercised restrictive
lending policies in an effort to do their share toward maintaining a
stable economy, regardless of the excesses of others. The situation,
however, called for a more concerted and cooperative effort.

Starting in July, steps were taken to stem the tide of credit expan-
sion growing out of and aiding inflated economic activities. Certain
restrictions on mortgage financing guaranteed or insured by the
Federal Housing Administration or Veterans' Administration were
placed into effect, in that month, in order to conserve building mate-
rials needed for national defense. In September Federal Reserve
Regulation "W" again became effective, thereby restricting install-
ment credit. In October an additional curb was applied, through
Federal Reserve Regulation "X," upon credit for new residential
real estate. However, despite the relatively severe character of
Regulation "X," a high volume of new mortgage activity continued
through the late months of the year.

In August the Federal and State bank supervisory authorities issued
a "Defense Loan Policy" statement and requested banks and other
financial institutions to decline to make loans that might be used for
speculative purposes or otherwise interfere with defense requirements.

Also in August the Board of Governors of the Federal Reserve
System increased the discount rate from V/2 to 1% percent. However,
the direct effect of this step was necessarily limited, because—despite
greatly increased loan accounts—banks were borrowing very moder-
ately from the Federal Reserve System and correspondent banks.
The total of such indebtedness of national banks at the end of the
year was less than $80 million.

In the nature of things the various steps taken during the last six
months of 1950 to check the expansion of credit could have compara-
tively little immediate effect. Joined with that of other essential
anti-inflationary measures, however, they provided the groundwork
for further efforts in 1951, which are becoming increasingly effective
as this Report is written.

In any economy undergoing a substantial degree of inflation and
loan expansion, credit hazards are definitely increased. During
periods of expanding activity and rising prices, almost everyone's
credit appears to be good, at least on a short-term basis. It is to be
hoped that fewer bankers have lost sight of this basic principle during
the past year than have done so in our earlier inflationary experiences.
Nevertheless, when the international situation becomes more settled,
more than a few borrowers, and their banks, may be confronted with
definite loan repayment problems.

Despite such hazards, which are perhaps unavoidable in a free-
enterprise system, it is believed that the national banking system of
the United States, at the midpoint of the twentieth century, is ade-
quately equipped—in its sense of public responsibility as well as in
numbers, personnel, organization, and resources—to discharge credit-
ably its vital functions in our dynamic economy.
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6 REPORT OF THE COMPTROLLER OF THE CURRENCY

A comparison of the assets and liabilities of the banks in the Na-
tional Banking System as of December 31, 1949, April 24, June 30,
October 4, and December 30, 1950, 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, 1949
(4,981 banks)

Apr. 24, 1950
(4,982 banks)

June 30,1950
(4,977 banks)

Oct. 4, 1950
(4,975 banks)

Dec. 30, 1950
(4,965 banks)

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 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
Income accrued but not yet 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 outstanding-...
Income collected but not yet earned
Expenses accrued and unpaid _
Other liabilities

Total liabilities

23,928, 293
38, 268,473

2,050
3,747, 200
2,023, 542

166,485

68,136,048

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

24,135,464
37,611,919
4,188,866
2,053, 616
169, 639

24,671,880
37, 649,227

2,019
4,294,138
2,127,187
172, 098

68,159,504

18,876,766
611,428
14,383

51,856
79,169
170,393
112,359

68,916,549

19,962,172
613, 526
14,593

54,442
90,312
172, 521
112,497

88,075,858 89, 936, 612

46,151,980
19,149,165
1, 944,094
5,357, 725
7,196,001
1,081,308

46, 787, 942
19, 218, 390
2,402,109
5,683,478
7,363, 254
1, 204, 618

80,880,273 82,659,791

20,360,162

76,171
249

86,450
156,813
265,192
554,153

24,783
244

165, 506
248,282
544,059

82,019,301 83,741,545

27,168,061
35,806, 312

3,588
4, 567,337
2,370,173
178,578

70,094,049

20,414,102
629,235
15,160

55,363
136,685
145,443
134,664

91, 624, 701

48,729,481
18,938,109
1,826, 503
5,356,478
7,976,705
1,129,051

83,956,327

63,848,108
20,108,219

100,922
244

155, 517
191,488
293, 538
599,407

85, 297,443

29,277,480
35,687,933

3,627
4,687,048
2,468,442
175,573

72,300,103

23,813,435
636,825
14,352

57,365
116,300
172, 862
128,851

97,240,093

52,051,784
19,010, 542
1, 910, 944
5, 707,194
9,135,365
1, 713,803

89, 529,632

69,332,926
20,196,706

76,644
359

134, 631
177,839
303,002
688,997

90, 911,104
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Assets and liabilities of national banks on dates indicated—Continued

[In thousands of dollars]

00

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 (includ-
ing notes and bills rediscounted and securities sold with agreement to re-
purchase)

Dec. 31, 1949
(4,981 banks)

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

Apr. 24, 1950
(4,982 banks)

1,943,108
2,680,807
1,121,893

310,749

6,056, 557

88,075,858

15,795
879

1,926,434

1,943,108

21,073
1,154

22,227

10,270,163

June 30, 1950
(4,977 banks)

1,979,941
2,770,630
1 133,190

311,306

6,195,067

89,936, 612

15, 713
854

1,963,374

1,979,941

20,991
1,129

22,120

10,404,114

Oct. 4, 1950
(4,975 banks)

1,989,941
2,791,349
1 229 932

316,036

6,327, 258

91,624,701

14,628
825

1,974,488

1,989,941

19,497
1,100

20,597

10,351,293

Dec. 30, 1950
(4,965 banks)

2,001,650
2,925,104
1 124 223

278,012

6,328,989

97, 240,093

14,364
738

1,986, 548

2,001,650

19, 233
1,013

20,246

10,304,151

O
H
O

o
o
g
W
O

ft
O
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REPORT OF THE COMPTROLLER OF THE CURRENCY

TRENDS IN BANKING

9

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, 1947-50

ASSETS
Securities:

IT. S. Goverment, 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 corpora-
tions

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

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
22.86

.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

70.14
22.22

1.06

2.12
2.03
1.53

6.58

100. 00

1950

Percent
36.70
4.82

.15
2.57

44.24

30 11
12.74
11. 7*

.66

.01

.49

100. 00

53.53
19.55
1.96
5.87
9 39
1.77

92.07

71. SO
20.77
1.42

2.06
3.01
1.44

6.51

100.00

EARNINGS, EXPENSES, AND DIVIDENDS OF NATIONAL BANKS FOR
YEAR ENDED DECEMBER 31, 1950

The net operating earnings of national banks in the year ended
December 31, 1950, were $855,000,000, an increase of nearly $100,-
000,000 over the amount reported for the preceding year.

Gross earnings were $2,192,000,000, an increase of $188,000,000
over the gross earnings for the year 1949. The principal items of
operating earnings in 1950 were $1,103,000,000 from interest and dis-
count on loans, an increase of $134,000,000 over 1949, and $590,000,-
000 from interest on United States Government obligations, an in-
crease of $8,000,000. Other principal items of operating earnings were
$132,000,000 from interest and dividends on securities other than
United States Government obligations, an increase of $14,000,000 over
the previous year, and $120,000,000 from service charges on deposit
accounts, an increase of $10,000,000. Operating expenses, excluding
taxes on net income, were $1,337,000,000 as against $1,248,000,000
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10 REPORT OF THE COMPTROLLER OF THE CURRENCY

in 1949. Principal operating expenses were $664,000,000 for salaries
and wages of officers and employees and fees paid to directors, an in-
crease of $53,000,000 over 1949, and $190,000,000 expended for in-
terest on time and savings deposits, an increase of $6,000,000.

Adding to the net operating earnings profits on securities sold of
$61,000,000 and recoveries on loans and investments, etc. (including
adjustments in valuation reserves) of $93,000,000 and deducting losses
and charge-offs (including current additions to valuation reserves) of
$216,000,000, and taxes on net income of $255,000,000, the net profits
before dividends for the year 1950 were $538,000,000, which amounts
to 8.74 percent of capital funds.

Cash dividends declared on common and preferred stock in 1950
totaled $230,000,000 in comparison with $205,000,000 in the previous
year. The rate of cash dividends was 3.73 percent of the average
capital funds during the year. The cash dividends in 1950 were 43
percent of the net profits available for the year. The remaining 57
percent of net profits, or $308,000,000, was retained by the banks in
their capital funds.

Interest and dividends on securities represented 33 percent of gross
earnings for the year, with the banks in the twelfth Federal Reserve
district showing the lowest ratio at 24 percent, while the seventh dis-
trict showed nearly 42 percent for the highest ratio. Interest and
discount on loans accounted for 50 percent of the banks' earnings,
varying from 42 percent in the seventh district to 59 percent in the
eleventh and twelfth districts. 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 and ninth districts. Current operat-
ing earnings before income taxes were 39 percent of gross earnings,
ranging from 37 percent in the first and ninth districts to 43 percent
in the tenth district.

The rate of interest and dividends received on the average securities
held during the year was 1.65 percent, and varied from 1.57 percent
at the banks in the seventh district to 1.90 in the third district. On
the average loans and discounts the rate of interest and discount
varied from 3.34 percent in the second district to 4.94 percent in the
twelfth district. The national average was 4.25 percent.

Current operating earnings before income taxes were 14 percent on
the average total capital accounts, varying from 10.4 percent in the
second district to 20.5 percent in the twelfth district. Net profits
after income taxes but before dividends were 9 percent on the average
capital accounts, ranging from 6 percent in the first district to 11.6
percent in the twelfth district.

Summaries of the earnings, expenses, and dividends of national
banks for the years ended December 31, 1949 and 1950, are shown
in the following table.
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REPORT OF THE COMPTROLLER OP THE CURRENCY 11

Earnings, expenses, and dividends of national banks for years ended Dec. 81,
1949 and 1950

[In millions of dollars]

Number of banks 1 _
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 _._

Allother

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

Allother

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 recov-

eries 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)..

1950

4,965
1,966.0
6,152.8

590.5
132.3

1,103.4
119.6
246.9

2,192. 7

663.8
190.4
74.4
33.6

374. 8

1,337.1

855. 6

9.7
29 0
61.0

15 4
13.3
25.4

153. 7

24.0
41.4

11.0
109.3
30.7

216.3

793.1

242.0
13.5

255.5

537. 6

.7
228.8

229.5

1.8
13.0

2.8
33.6
47.1

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

Change
since 1949

-16
+81.6

+341.8

+8.3
+14 6

+134. 3
+10.1
+20.6

+187.9

+52 8
+6.4
4-8 7+2.9

+17.9

+88.8

+99.1

+3.6
+13 6
+20.8

+1 9
+1.8
-5 .4

+36.2

+2.7
+23.1

-3 .5
-12.8
+1.8

+11.2

+124. 2

+59.0
+2.5

+61. 5

+62.7

- . 4
+25.2
+24.8

+.4
+•2

+.5
-11.4
-39.9

See footnotes at end of table.
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12 REPORT OF THE COMPTROLLER OF THE CURRENCY

Earnings, expenses, and dividends of national banks for years ended Dec. 31,
1949 and 1950—Continued

[In millions of dollars]

Change
since 1949

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

1950

Percent
60.98
8.74

11.67
3.73

1949

Percent
62.27
8.17

10.87
3.52

Percent
-1 .29
+.57
+.80
+.21

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.

STRUCTURAL CHANGES IN THE NATIONAL BANKING SYSTEM

The authorized capital stock of the 4,969 national banks in existence
on December 31, 1950, including 4 inactive banks, consisted of com-
mon capital stock aggregating $1,987,355,037, a net increase during
the year of $88,081,545, and preferred capital stock aggregating
$15,413,655, a net decrease during the year of $1,784,803.

In addition to 16 applications with proposed common capital stock
of $3,200,000 carried over from the previous year, 35 applications
were received to organize national banks and to convert State banks
into national banking associations, with proposed common capital
stock of $3,950,000. Of these applications, 13 with proposed com-
mon capital stock of $2,850,000 were approved; 19 with proposed
common capital stock of $2,075,000 were rejected, and the remainder
had been abandoned or were still pending on December 31. From
the applications carried over from the previous year and those ap-
proved during 1950, 15 national banking associations with common
capital stock of $3,150,000 were authorized to commence business.
Of the charters issued, 6 with common capital stock of $1,450,000
resulted from the conversions of State banks, and 2 with common
capital stock of $175,000 were organized to acquire the business of 2
liquidating national banks.

During the year, 20 national banks and 12 State banks were con-
solidated under authority of the act of November 7,1918, as amended,
into 16 national banking associations with common capital stock of
$23,285,000. Approximately $110,486,274 of assets were brought
into the national banking system by reason of the 12 State banks being
consolidated with national banks. In addition, national banks re-
ported the purchase of 21 State banks, with capital stock of $3,855,000
and assets of approximately $148,540,500.

During the year, 24 national banks with common capital stock,of
$9,252,000, 1 of which also had $123,000 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,
15 with common capital stock of $7,977,000, 1 of which also had $123,-
000 of preferred capital stock, and assets of $277,198,184, were suc-
ceeded by other national banks; 8 with common capital stock of
$1,250,000 and assets of $52,675,446, were succeeded by State banks,
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REPORT OF THE COMPTROLLER OF THE CURRENCY 13

and 1 with common capital stock of $25,000 and assets of $667,279,
paid its depositors and quit business. In addition, 1 national bank
with common capital stock of $100,000 and assets of $3,280,415, left
the system by converting into a State bank under the provisions of
Public Law 706.

Changes in the number and capital stock of national banks during
the year ended December 31, 1950, are shown in the following sum-
mary.

Organization, capital stock changes, and national banks closed as reported during the
year ended Dec. 31, 1950

Increases:
Banks newly chartered:

Primary organizations
Reorganizations
Conversions of State banks

Capital stock:
133 cases by statutory sale
280 cases by statutory stock dividend
27 cases by stock dividend under articles of associa-

tion
14 cases by statutory consolidation. _ .
1 case 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 _
Conversion into State bank
Receiverships

Capital stock:
58 cases by retirement
2 cases by statutory reduction . . . _

, 1 case by statutory consolidation

Total decreases

Net change.. _. ._ .__ _
Charters in force Dec. 31.1949, and authorized capital stock-

Charters in force Dec. 31,1950, and authorized capital stock.

Number
of banks

7
2
6

15

15
8
1
4
1

29

-14
4,983

4,969

Capital stock

Common

$1, 525,000
175, 000

1, 450, 000

41, 892 000
45, 738, 570

1, 886, 475
5,048, 500

97, 715, 545

7, 977, 000
1, 250, 000

25, 000

100, 000

82,000
200,000

9, 634,000

88,081,545
1, 899, 273,492

1, 987, 355, 037

Preferred

$156, 500

600, 000

756, 500

123, 000

2, 418,303

2, 541,303

- 1 , 784, 803
17,198,458

15, 413, 655

BRANCHES

On December 31, 1950, 326 national banks were operating a total
of 2,153 branches, including 8 seasonal offices. In 9 of the States,
namely, California, New York, Washington, Pennsylvania, Massa-
chusetts, Oregon, Michigan, New Jersey, and Ohio, there were 186
national banks operating 1,613 branches, which was 75 percent of
the number of all branches at the year end.

During the year ended December 31, 1950, 159 branches were
brought into the national banking system. Of the 159 branches, 92
were authorized to operate in places other than the city in which the
parent bank is located. During the same period 8 branches were dis-
continued, 4 through actions of the boards of directors of the parent
banks and 4 through voluntary liquidation of the parent banks.

948358—51 2
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14 REPORT OF THE COMPTROLLER OF THE CURRENCY

Of the 159 branches authorized, 125 were operating on December
31, 1950. Three branches authorized in 1949 did not begin operations
until 1950. There was a net gain in the system of 120 operating
branches in the year.

NATIONAL BANK NOTES OUTSTANDING

There were as of December 31, 1950, $84,941,592 of national bank
notes outstanding.

DISTRIBUTION OF ALL BANKS

On December 30, 1950, there were 14,666 commercial and savings
banks in the United States and possessions with deposits of $176,-
120,158,000. Of these banks, 13,640, or 93 percent, with 95 percent
of the deposits, were insured banks. The 4,958 national banks,
members of the Federal Reserve System, represented 3.4 percent of
all banks and held 51 percent of the total deposits. The 529 mutual
savings banks, of which 194 were insured, held $20,031,336,000 of
deposits.

Classification of all banks, Dec. 86

Insured banks:
National
State member-

Commercial
Mutual savings

Nonmember—
State commercial!
Mutual savings

Total insured banks

Uninsured banks:
Nonmember—

State commercial and pri-
vate 2-_

Mutual savings

Total uninsured banks

Total all banks

Banks

Number
of

banks

4,958

1,912
3

6,576
191

13, 640

691
335

1,026

14,666

Percent
of grand

total

33.80

13.04
.02

44.84
1.30

93.00

4.71
2.29

7.00

100.00

Change in
12 months

(percent
of grand

total)

-0.03

+.02
0

+.32
+.01

+.32

- . 3 1
- . 0 1

- . 3 2

1, 1950

Deposits

Amount
(000

omitted)

$89, 281, 257

43, 790, 754
16, 889

20, 425, 600
14,303,196

167, 817, 696

2, 591, 211
5, 711, 251

8, 302, 462

176,120,158

Percent
of grand

total

50.69

24.87
.01

11.60
8.12

95.29

1.47
3.24

4.71

100.00

Change in
12 months

(percent
of grand

total)

+0.39

+.21
0

- . 0 9
—. LO

+.41

- . 2 0
- . 2 1

- . 4 1

1 Includes 5 nonmember insured national banks.
2 Includes 2 nonmember uninsured national banks.
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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 30, 1950, amounted to $192,241,000,000,
an increase of $12,198,000,000 since December 31, 1949.

The total deposits at the end of 1950 amounted to $176,120,000,000,
an increase of $10,876,000,000 over 1949. Included in the 1950
figures are deposits of individuals, partnerships, and corporations of
$146,517,000,000, an increase of $8,647,000,000 in the year. Deposits
of the United States Government, including postal savings deposits,
were $3,069,000,000, a decrease of $256,000,000, or 8 percent, since
December 1949; deposits of States and political subdivisions amount-
ing to $9,546,000,000 showed an increase of $589,000,000, or 7 percent,
in the year, and deposits of banks of $14,050,000,000 were
$1,329,000,000, or 10 percent, more than in 1949.

Loans and discounts amounted to $60,711,000,000 in December
1950 after deducting reserves of $927,000,000 for possible future
losses. The net loans were $10,883,000,000, or 22 percent, over the
amount reported as of the end of 1949. Commercial and industrial
loans of $22,068,000,000 were 28 percent more than at the end of
1949; consumer loans of $10,243,000,000 increased 26 percent in the
year; real estate loans of $21,925,000,000 were up 19 percent, and all
other loans of $7,402,000,000 increased 7 percent.

The banks held obligations of the United States Government, direct
and guaranteed, of $73,188,000,000 in December 1950, a decrease of
$5,566,000,000, or 7 percent, since December 1949. Obligations of
States and political subdivisions held amounted to $8,249,000,000, an
increase of $1,592,000,000, and other securities held amounted to
$6,568,000,000, an increase of $543,000,000. The total of all securities
held at the end of 1950 was $88,005,000,000, and represented 46
percent of the banks' total assets. At the end of the previous year
the ratio was 51 percent.

Cash and balances with other banks, including reserve balances,
in December 1950 were $41,236,000,000, an increase of 12 percent
since 1949.

Total capital accounts were $13,916,000,000, compared to
$13,165,000,000 at the end of 1949. The total of surplus, profits,
and capital reserves at the end of 1950 was $10,246,000,000, an in-
crease of $629,000,000, or 7 percent in the year.
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16 REPORT OF THE COMPTROLLER OF THE CURRENCY

A statement of the assets and liabilities of all classes of active banks
in the country at the end of December 1949 and 1950 follows.

Assets and liabilities of all banks in the United States and possessions, 1949 and 1950

[In millions of dollars]

Dec. 30,
1950

14, 666

21, 925
22, 068
10, 243

2,881
4,521

61, 638
927

60, 711

73,188
8,249
6,011

557

88, 005

2,343

38, 893
1,241

33

103
235
677

192, 241

91, 314
55, 203
3,069
9,546

14, 050
2,938

176,120

118, 794
57,326

95

270
1,840

178,325

47
62

3,561
6,854
2,809

583

13, 916

192, 241

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

Change
since 1949

- 3 9

+3, 575
+4,873
+2,084

+223
+268

+11, 023
+140

+10, 883

- 5 , 566
+1, 592

+506
+37

-3,431

+158

+4,402
+68
+1

+17
+44
+56

+12,198

+7,860
+787
-256
+589

+1,329
+567

+10, 876

+9, 818
+1, 058

+68

+48
+455

+11,447

- 1
- 7

+130
+469
+183

-23

+751

+12,198

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 .
D eposits 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 out-

standing
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.

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

1950



REPORT OF THE COMPTROLLER OF THE CURRENCY 17

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 four reports of condition during the
year ended December 31,-1950. Reports were required as of April
24, June 30, October 4, and December 30. Summaries from all con-
dition reports, by States, are published 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
four 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 Comp-
troller obtained from each national bank during the period indicated
semiannual reports of earnings, expenses, and dividends; also reports
of condition of foreign branches as of December 30, 1950.

National banking associations authorized to act in a fiduciary
capacity were called upon to submit reports of their trust depart-
ments as of the close of business on December 30, 1950.

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 earn-
ings, 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 lia-
bilities as of December 30, 1950, and reports of receipts and disburse-
ments for the year ended December 31, 1950.

Detailed figures from reports of condition and earnings and divi-
dends 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 1950, 862
of the national banks reported 12,091 affiliates and holding company
affiliates, of which 10,433 were duplications reported by 241 banks.
The actual number of affiliates, or 1,658, included 23 holding com-
pany affiliates which controlled 196 active national banks. The
number of banks in each holding company group varied from 1 to 48.
At the end of 1949 there were 23 holding company affiliates which
controlled 195 national banks, varying in number from 1 to 48 asso-
ciations. Under the waiver of requirement for reports of affiliates,
it was necessary for only 355 banks to submit and publish 408 reports
of affiliates and holding company affiliates. Of the latter number
182 were duplications of reports of affiliates and holding company
affiliates by 179 banks.
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LIQUIDATION OF INSOLVENT NATIONAL BANKS

During the year ended December 31, 1950, there were no failures
of national banks. The liquidation of two insolvent national banks
was completed during the year, leaving a total of two receiverships
in process of liquidation as of December 31, 1950, both of which were
involved in litigation.

ISSUE AND REDEMPTION OF NOTES

One thousand one hundred and thirty-two shipments of Federal
Reserve currency were made from Washington, D. C , during the
year ended December 31, 1950, to Federal Reserve agents and Federal
Reserve branch banks, aggregating $5,373,080,000, and in addition,
26 deliveries were made to the Treasurer of the United States aggre-
gating $123,200,000.

Four thousand nine hundred and thirty-seven lots of unfit Federal
Reserve currency were received for verification and certification for
destruction consisting of 451,953,871 notes aggregating $5,621,223,835.

There were received 15 lots of national bank notes for verification
and certification for retirement and destruction consisting of 347,389
notes aggregating $5,418,818.

One hundred eighty-four thousand one hundred and forty-nine
fragments or charred Federal Reserve and national bank notes ag-
gregating $3,450,145 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 correc-
tions 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, 1950, 9,870 examinations of
banks, 4,045 examinations of branches, including 30 foreign branches,
1,675 examinations of trust departments, and 34 examinations of
affiliates were conducted. Seventeen State banks were examined in
connection with conversions to or consolidations with national banks.
Investigations were also conducted in connection with applications
for 25 new charters and 137 new branches.

ORGANIZATION AND STAFF

On December 31, 1950, the Office of the Comptroller of the Currency
had in its employ 1,115 persons. Of these, 193 were assigned to the
Washington Office, including 30 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 11 during the year.
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Fifteen national bank examiners and 69 assistant national bank
examiners left the service during the year. In the same period 20
assistants were promoted to examiner and 57 new assistants were
appointed, leaving a total of 261 examiners and 537 assistant examiners
in the service at the end of the year. There were 124 clerks employed
in the 12 Federal Reserve districts at the end of the year. During the
year 1950, 1 national bank examiner and 14 assistant national bank
examiners were placed on military furlough. The total field force
during the year decreased by 52 persons.

On September 1, 1950, Mr. L. A. Jennings, a career employee
who had served the office in various bank examining positions for
approximately 22 years, was appointed Third Deputy Comptroller
to succeed Mr. J. W. Hudspeth, who was assigned to St. Louis, Mo.,
as district chief national bank examiner.

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 1950
aggregated $6,965,824.53.

Expenses of the Division of Insolvent National Banks are paid
from assessments against insolvent national banks in process of liqui-
dation. Such expenses for the calendar year 1950 totaled $62,704.90.

Expenses of the Federal Reserve Issue and Redemption Division
are paid by the Federal Reserve banks. These expenses for the
calendar year 1950 amounted to $106,971.39.
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ANNUAL REPORT
OF THE

COMPTROLLER OF THE CURRENCY

During 1951, the national banking system adjusted its operations
to the degree necessary to accomodate the changing needs and
direction of the national economy. The inflationary pressures that
developed during the previous year abated in 1951, although an
enormous volume of capital was invested in further expansion of our
productive capacity, to a considerable extent designed for defense
production. The level of wholesale prices receded, while the retail
level—the cost of living—rose slightly, and probably would have
risen further if the American people had not chosen to save an
unprecedented volume of their income.

The shift of emphasis in national-bank activities from investment
in Federal Government securities to the furnishing of credit for Amer-
ican industry and commerce continued through the year, although
at a less rapid rate. At the end of the year, the 4,946 national banks
had total resources of $103 billion, which was slightly more than
50 percent of all banking resources in the hands of the Nation's
14,636 commercial and savings banks. Total deposits increased
almost $5 billion (from $89.5 billion to $94.4 billion). The greater
part of this rise was due to an increase of more than $3 billion—over
10 percent—in the volume of loans (from $29.3 billion to $32.4
billion), as contrasted with an increase of $5.3 billion, or 22 percent,
in 1950. Over 70 percent of this increase took place in commercial
and industrial loans, which rose more than 17 percent (from $13.4
billion to $15.7 billion), while real-estate loans increased moderately
and consumer loans remained steady at $4.4 billion.

Although the total volume of Federal Go vernment obligations held by
national banks at the end of 1951 was only slightly less than at the
end of the previous year ($35.2 billion as compared with $35.7 billion),
the relative importance of this item in the balance sheet and income
statement of the system continued to diminish. In addition, there
was a noteworthy change in the maturity pattern of national-bank
holdings of Government securities. Their total marketable bonds
decreased from $21.0 billion to $18.5 billion and note holdings from
$10.0 billion to $6.7 billion, while the aggregate of shorter-maturity
obligations (bills and certificates) registered an increase of almost
150 percent (from $3.5 billion to $8.7 billion).

The capital structure of the national banking system continued
its steady rise, increasing during the year from $6.3 bilJion to $6.7
billion. The negligible amount of national bank preferred stock still
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outstanding was further reduced, and at the year's end totalled only
$13 million, retirable value. Reserves against loans rose from $388
million to $470 million, and now constitute about lji percent of the
gross loans of the system. Needless to say, such reserves are not-
distributed uniformly in proportion to the volume of loans in each
bank.

The total. capital structure of the system, combined with $470
million of reserves for bad debts, aggregated $7.1 billion at the end of
1951. When considered in relation to approximately $103 billion of
assets, less $65 billion of assets represented by cash or its equivalent,
United States Government securities, and loans guaranteed or insured
by Federal Government agencies, the national banking system held
$1 of capital funds and reserves for bad debts to protect the risk
involved in each $5.36 of its remaining loans, municipal and corporate
bonds, and other assets. The generally excellent condition of national
banks is disclosed by the fact that only $320 million of assets (largely
loans), or an amount less than the reserve for bad debts alone, were
classified as "substandard" or "doubtful" by national bank examiners
during their second round of examinations in 1951. Loans subject
to less important elements of credit weakness were "especially men-
tioned" in examination reports in the somewhat increased amount of
$805 million, or 11.2 percent of capital structure and reserves, but
normally only a small percentage of such loans retrogress to a point
necessitating substandard, doubtful, or loss classifications.

* * * * * * *
During the year 1951, 23 State banks were absorbed into the national

banking system; 10 by consolidation, 11 under contracts providing
for the purchase of assets and assumption of liabilities, and 2 by con-
version. National banks absorbed into State banking systems during
the year numbered 22; 11 by consolidation and 11 under purchase-
and-assumption contracts. Nine national banks were absorbed by
other national banks, and two were placed in voluntary liquidation
with no designated successor bank.

The trend toward mergers is continuing and perhaps increasing,
but equilibrium seems to be maintained with respect to the absorption
of State banks into national banks and vice versa. In studying the
individual cases involving consolidation or take-over under purchase-
and-assumption agreements, and the reasons for the accelerated trend
in this direction, motivating factors appear to be higher operating
costs, lower profits from operations, difficulties incident to raising
additional capital funds, and the desire on the part of shareholders
to obtain for their stock an amount approximating its book value,
which frequently is not obtainable on the open market. Another
major factor influencing the increased trend toward mergers is the
inability or neglect to attract or train adequate operating personnel
for the higher executive levels. Still another influence appears to
be the desire of some of the banks to grow in size and thus acquire
increased prestige in their communities.

Applications for charters for new national banks numbered 30
during the year, 15 of which were approved. In connection with
applications for new charters a variety of factors must be considered
in each case, and their importance and impact vary greatly in diflerent
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communities. As an example, a small and economically poor commu-
nity might not be able to provide support for even one bank because
of the inadequate volume of deposits and profitable credit outlets,
whereas a thriving and expanding community possessing considerable
wealth, although no larger in population, might need and could
amply support more than one bank. It is therefore the Comptroller's
policy to weigh all pertinent information developed in relation to each
individual application with a view to determining whether the needs
of the community, and the prospects of successful operation of the
proposed bank under the management selected, are such as to warrant
favorable action.

We recognize the desirability of competition wherever possible,
since we believe that sound and healthy competition between banks
redounds to the public welfare through increased adequacy of credit
facilities, fair rates of interest, and the prevention of undue con-
centration of monetary and economic power. Hence, in considering
applications for new banking offices in communities having only one
bank, we give considerable weight to this factor. In communities
where competition already exists, the factor is given somewhat less
weight, for excessive competition can result in such a weakening of
existing banking institutions as to bring consequences so injurious
to the welfare of the community as to outweigh any benefits to be
anticipated from increasing the intensity of competition in such cases.

On December 31, 1951, 356 national banks were operating a total
of 2,259 domestic branches and 8 seasonal agencies. A number of
applications to establish new branches were pending at the beginning
of 1951, and 218 applications were received during the year. Cer-
tificates authorizing the establishment of 153 new branches were
issued during 1951, and 54 applications were rejected. The remaining
applications either were still pending at the end of the year, or had
been abandoned.

The foregoing summarization of the salient changes in the national
banking structure during the year offers an appropriate occasion to
comment upon the adequacy of banking facilities in general through-
out the country. Despite the fact that the number of commercial
banks today is only half the number a generation ago, it is believed
that as a result of shifts of population to urban areas, improved trans-
portation facilities, and more efficient banking methods, there are
very few people in this country who do not have reasonably con-
venient access to banking facilities.

It is true that there are proportionately more bankless communities
in States which prohibit branch banking than in those States in which
branch systems are permissible. In this matter the Congress and
the State Legislatures are confronted with the same problem as is
encountered by bank supervisors-—that is, they must decide between
the relative advantages of encouraging independent local "unit"
banks, or permitting operation of the generally more economical
branches of a larger bank. It is obviously impossible to preserve the
full ad vantages of both arrangements, so a choice often must be made
between allowing a branch to be established (where legally permis-
sible) or deciding that some small town must do without its own bank-
ing facilities. However, it should be emphasized that this problem
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is not a major one; almost all citizens find adequate banking facilities
reasonably accessible to them.

* * * * * * *
During the difficult period of the early 1930s, the sale of preferred

stock, chiefly to the Reconstruction Finance Corporation, served a
valuable purpose in strengthening the capital structure of the coun-
try V banking system. Prior to the Banking Act of 1933, national
banks were not empowered to issue preferred stock. Nevertheless,
by June 1935, more than 2,000 national banks (one-third of all
national banks) had outstanding over $500 million of preferred stock,
which constituted 17 percent of the total capital structure of the
system. Today, only 42 banks have preferred stock outstanding, and
the aggregate amount of such preferred stock is only a minor fraction
of 1 percent of the capital structure of the system.

As these figures indicate, preferred stock has been considered, and
has functioned, almost entirely as an emergency method of national-
bank financing. Within recent years, however, it has been suggested
with increasing frequency, in some quarters, that banks should be
authorized to issue preferred stock even in times like the present,
when no financial stringency exists. Accordingly, it is deemed appro-
priate to comment at some length on this subject, even though the
topic was covered briefly in the Comptroller's Annual Report for 1949.

During the year 1951 the shareholders of 190 national banks
located throughout the country acted to consummate programs in-
volving the sale of new common stock yielding over $150 million for
addition to capital and surplus accounts. Apart from 11 banks that
entered the system during 1951, the total capital structures of 4,935
national banks increased more than $400 million to a total of $6,667
million at the year end. Slightly more than 36 percent of this increase
in capital structure was achieved through the sale of new common
stock. Moreover, these same banks added $88 million to their re-
serves for bad debts, so the over-all strengthening of capital structures
and reserves during 1951 amounted to more than $500 million.

In the course of the year, 293 national banks declared and paid
dividends payable in common stock aggregating $55 million, the
motives being, in the vast majority of instances, (1) to achieve a
sounder relationship between the capital account and gross capital
structure, and (2) to reduce the book value per share, and hence the ,
market value, to a more moderate level, thereby fostering a broader
market, and, to the extent permitted by dividend yield, a somewhat
narrower spread between market price and book value. It is almost
always true that the stock of a bank having a book value of several
hundred dollars per share and upwards has a relatively narrow market,
and is not likely to command as advantageous a market price in /rela-
tion to book value, as stock with a lower book value. Many of the
dividends paid in common stock during 1951 were for the express
purpose of reducing book values, thereby facilitating the sale of new
common stock at prices better calculated to attract the shareholders
and broaden the market for the shares.

The success achieved by 190 national banks in marketing new
common stock issues is at partial variance with the arguments of
those who contend that the only answer to a need for additional bank
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capital rests in the sale of preferred stock. However, recognition
must be given to the fact that should the Comptroller decide to
approve the sale of preferred stock by national banks, many of the
present problems relating to inadequate bank capitalization could be
solved with greater ease than is currently possible through the medium
of common stock. The issuance of preferred stock with a fixed divi-
dend rate normally would not dilute the earnings value of the existing
common stock, nor would the factor of book value dilution in the
common stock arise through the frequent necessity of marketing new
common stock issues at prices below current book value. The net
earnings before dividends of some banks have receded to some extent
in relation to invested capital, and their managements are unwilling
to further impair the earnings return by selling additional common
stock, even though they would welcome a stronger capitalization in
relation to business volume.

This problem has received and will continue to receive serious study.
It is never feasible to attempt to arrive at an irrevocable decision on
a two-sided problem of this character, but up to the present the Comp-
troller has been unwilling to authorize the issuance of preferred stock
by national banks except as an emergency measure. While a change
in this policy admittedly would solve, in part, some present recapitali-
zation problems, it is believed that certain other problems would ensue
through the issuance of preferred stock.

The Comptroller's main responsibility is to the depositors of national
banks, but he also has a definite responsibility to the shareholders.
The common stockholders would receive the advantage of nondiluted
and possibly enhanced earnings through the issuance of preferred
stock. As an offset to this, the increased weight of risk of an enlarged
volume of business predicated on the newly acquired preferred capital
would rest in the first instance on the common shareholders. The
new preferred capital would justify an enlarged volume of risk assets,
or more fully justify the existing volume of such assets, from the stand-
point of depositor protection, but it must not be overlooked that the
full weight of the increased risk would bear first on the common stock-
holders. Over a period of time this would inevitably result in the
common stock of banks losing some and perhaps much of its present
high standing as a sound investment. The sale of preferred stock
would tend to become the general rule in bank recapitalization pro-
grams, and the sale of common stock much more difficult.

\ If preferred stock were to be approved as a medium of normal bank
capitalization, it is obvious the Comptroller would have to establish
sqund policies relative to the proportion of preferred stock that could
be issued by a bank in relation to its common capital stock or its
ov&r-all capital structure. Certainly it would be undesirable for a
bank to have a capital structure top-heavy with nonvoting (except
under certain conditions) preferred stock controlled by a thin layer
of common stock. It is true the Comptroller could control this situ-
ation in initial instances, but if a bank issued preferred stock in
reasonable proportion to its common stock and then by reason of
growth or asset losses found it necessary again to raise additional
capital, and this proved possible only through the issuance of more
preferred stock, the Comptroller might be forced to choose between
foregoing the additional capital protection needed by the bank's
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depositors, or permitting the bank's capital structure to become top-
heavy with preferred stock. Naturally, in such a situation the addi-
tional preferred capital would be approved, with the result that the
amounts of preferred stock issued by particular banks, over a period
of time, would be dictated more by exigencies than by the sound poli-
cies initially established by the Comptroller.

One additional point is worthy of mention. If banks were to use
the avenue of preferred stock for normal capital increases, it is easy
to imagine the problems that would arise when some of those banks
required emergency recapitalization. The two classes of stock
already outstanding could very well necessitate adding a third class
of stock outranking both the existing common and preferred stocks.
While it can be argued, with some justification, that achieving ade-
quate capitalization now, assuming this is possible through the
medium of preferred stock, should reduce the number of possible
future emergency recapitalization cases, it is disturbing to contem-
plate the complications that would ensue from three classes of stock
with an almost infinite number of possible variations in preferences as
to dividends, retirement, voting rights, voluntary and involuntary
liquidation, and many others, which would give rise to conflicts of
interest between the several classes of shareholders.

The decision in this matter must be based in part on the nature and
the degree of urgency of the situation giving rise to the problem. In
this instance, the basic cause is the existence of banks that are under-
capitalized to an extent that requires correction through sale of
additional capital stock.

A recent review of the reports of examination of all 4,946 national
banks discloses that fewer than 300 are definitely undercapitalized
when capital structure is studied in relation to (1) volume and char-
acter of assets involving some risk element, (2) volume of assets with
credit weaknesses that axe unwarranted or greater than normal, (3)
ability and general policies of management, (4) past record of losses,
(5) earning capacity, record of earnings retention in the past, and
prospects for future retention of earnings, and (6) economic stability
of the area in which the bank is located. In other words, about 5
percent of all national banks—for the most part relatively small
institutions—are considered definitely undercapitalized.

To be sure, there are additional national banks, falling within what
might be termed a border-line category, which could use additional
capital to advantage, a fact recognized oy both the bankers concerned
and the Comptroller's office, but the scope of definite undercapitaliza-
tion is restricted, fortunately, to a small percentage of national banks.
That this is so reflects great credit on the directors and managers of the
726 national banks which recognized the need for additional capital
and consummated 860 capital increase programs during the 6 -̂year
period ending December 31, 1951.

While it is not intended to minimize the importance of definite
undercapitalization, because 300 undercapitalized banks are 300 too
many, it is nevertheless true that the record of corrections effected
during recent years through the sale of common stock is persuasive
evidence that such situations can be dealt with successfully without
recourse to the issuance of preferred stock.
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During 1951, a joint committee of Congress began an extensive
study of the role of monetary policy and public debt management
in achieving price stability and high-level employment. Participation
in this study provided the occasion for reexamination of the manner
in which our Bureau can contribute to the achievement of these
objectives.

The Employment Act of 1946 declares it to be the policy of the
Federal Government to utilize all its functions and resources to
promote maximum employment, production, and purchasing power.
In the formulation of its own policies and procedures, our Bureau
has always borne in mind that it was created, and its functions
assigned, for the purpose of advancing the general economic welfare
of the people of the United States.

One aspect of this problem which has confronted the Bureau in
recent years is whether bank examination should serve as an active
direct tool in governmental programs intended to level off the peaks
and valleys of economic cycles. It is our firm conviction that use
of bank examination in this manner would pervert its true function
and ultimately would be more harmful than beneficial.

Experience has demonstrated that comments, criticisms, and sug-
gestions in the course of examinations, in examination reports, and
in our communications to banks are perhaps the most effective
influence our office can bring to bear in keeping banks on a desirable
course or persuading them to abandon unsound policies. These
beneficial effects of the examination process would be lost, to
a considerable extent, if bankers' confidence in the trustworthiness
of reports of examination were shaken, as it would be when they
learned that examiners were forming their judgments not on the
basis of existing conditions and facts, but rather with the deliberate
purpose of affecting future conditions by encouraging banks to adopt
generous or restrictive credit policies in accordance with the current
economic program of the Federal Government.

It has been our conviction that the Bureau can make its greatest
contribution to the general welfare, as well as to " maximum employ-
ment, production, and purchasing power," by concentrating its efforts
upon the maintenance of a system of sound and well-managed banks,
adequate in number, location, and resources to satisfy the Nation's
\needs for the services they perform. This attitude has been re-
examined, during the past 5 years, in the light of the Congressional
declaration of policy in the Employment Act of 1946, and our decision
ha& been that the underlying purpose of that act and its declaration
of p>olicy would be best served by this office through a continuation
of otir traditional approach. In other words, our efforts are directed
towatd the improvement and maintenance of a great and powerful
machine in good condition, but we believe that, over the long run
and i i i the broadest sense, we would injure rather than advance the
generau welfare if we attempted to dictate also the details of the
operation of this machine.
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It is desirable to mention one current-day banking problem which
is far from serious in its scope at the present time but which may
become more important in the future. During recent years many
banks have established employee pension fund trusts. In some in-
stances, the bank's trust department acts as trustee under a pension
fund agreement; in others, pension fund management and administra-
tion are in the hands of individual trustees who are appointed, usually
on an annual basis, by the bank's board of directors. Kegardless of
the method employed, for all practical purposes the pension fund man-
agement ordinarily rests in the hands of the bank's board of directors.

The Comptroller's office is a strong advocate of retirement-pension
plans for bank officers and employees, but some dark spots are begin-
ning to develop. A few instances have arisen involving what might
be regarded as an unwise use of the funds held in employee pension
trusts, and as such funds continue to grow, this pattern may widen and
become more serious. For example, in one or two cases an institution
has sold its banking house (which is not suitable for any other use) to
its pension fund on a contract basis. Such a pension fund, over a
period of years, will end up with a banking house as its major asset,
the basic value depending almost entirely on the continued use of the
building by the bank—and the continued existence of the bank.

Pension-trust funds are being used in more than a few instances to
purchase the bank's own stock as an investment. The bank directors
in most cases indirectly control the pension trust and hence—through
stock of the bank held in such trusts—will see the day arrive when
they can perpetuate themselves in office through directing the vote of
the stock. Such a development would be patently undesirable. Fur-
thermore, when such banks need to raise additional capital, a large
block of shares held in a pension trust without funds to purchase its
proportionate part of the new issue would make it difficult to carry
out successfully the recapitalization program.

It is believed that bank management must, in every instance, elim-
inate all selfish motives from the investment policies of employee pen-
sion funds. The basic criterion should be the interest and welfare of
the officers and employees who properly expect to benefit upon retire-
ment from the income derived from investments made by the trustees.
Certainly, the purchase of parking lots for the use of the bank, or the
purchase of special-purpose bank buildings, has no place in a sound
pension-trust investment program. Likewise, for the reasons already
stated, investment of pension funds in the bank's own stock is almost
never justifiable.

Up to the present, occurrences of this type have been comparatively
rare, but if it becomes necessary the Comptroller will recommend
appropriate corrective legislation.

* * * * * * *
Several legislative proposals directly relating to the national bank-

ing system were introduced into Congress during 1951, although none
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was enacted into law. Among these was S. 2128, providing for merger
of national banks, or State and national banks, with the approval of
the Comptroller, under an arrangement whereby cash "payoff" would
be available only to dissenting shareholders of the absorbed bank,
which is ordinarily the smaller. Another bill, S. 2252, was designed
to achieve more equitable operation of the "two-way-street" law
enacted in 1950, which provided for conversion of national banks into,
and consolidation of national banks with, State banks, under State
charter.

During the second session of the Eighty-second Congress, a bill
has been introduced (S. 2938) which would eliminate the provision
of section 5155 of the Revised Statutes (12 U. S. C. 36) that a na-
tional bank may not establish a branch beyond the limits of the place
in which it is located unless it has a capital stock of at least $500,000
(except that lesser minimums are applicable in certain States witH
population of less than one million). The proposed legislation is
in accord with our experience that the specified minimum capital
requirement is excessive in some cases, and prevents the establish-
ment of needed banking facilities.

The Comptroller's office is in sympathy with the objectives of
the above-mentioned bills, and recommends their enactment.

Also introduced during 1951 was H. R. 3175, which is identical
with other bills introduced into Congress during recent years for the
purpose of clarifying, and modifying in minor respects, section 5219
of the Revised Statutes (12 U. S. C. 548), relating to taxation of
national banks by the several States. We do not make any rec-
ommendation regarding this proposal, since its subject-matter does
not relate directly to the functions of our Bureau.

In the Comptroller's Annual Report for the year 1949, it was
recommended that the Bureau's functions with respect to building
associations and credit unions organized under provisions of the
District of Columbia Code be transferred to the Home Loan Bank
Board and the Federal Security Agency, respectively. With respect
to building associations, this suggestion was effectuated by the
enactment of Public Law 148, Eighty-second Congress, and it is
hoped that reorganization plans now under consideration will result
in the recommended transfer of supervisory powers with respect
to District of Columbia credit unions. The centralization of Federal
governmental authority over these groups of institutions may be

expected to result in greater efficiency and uniformity of administration.

A comparison of the assets and liabilities of the banks in the Na-
tional Banking System as of December 30, 1950, April 9, June 30,
October 10, and December 31, 1951, 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. 30, 1950
(4,965 banks)

29,277,480
35,687,933

3,627
4,687,048
2,468,442

175,573

72,300,108

23,813,435
636,825
14,352

57,365
116,300
172,862
128,851

97,240,093

52,051,784
19,010,542
1,910,944
5, 707,194
9,135,365
1,713,803

89,529,632

69,332,926
20,196,706

Apr. 9, 1951
(4,959 banks)

30,341,130
33,182,052

2,360
4,930,776
2,436,304

177,664

71,070,286

22,016,341
653,565
15,131

60,288
158,681
153,384
143,754

94,271,430

48,671,446
18,998,878
4,219,771
5,609,334
7,759,253
1,143,094

86,401,776

66,096,570
20,305,206

June 30, 1951
(4,953 banks)

30,584,236
33,051,114

2,660
4,968,271
2,434,656

178,597

71,219,584

22,253,141
661,211
15,348

61,958
122,207
163, 111
162,251

94,658,761

48,785,259
19,212,936
3,916,515
6,040,298
7,626,529
1,255,277

86,836,814

66,254,189
20,582,625

Oct. 10, 1951
(4,947 banks)

31,361,151
33,847,660

8,898
5,168,196
2,380,837

179,671

72,946,413

23,420,448
678,864
16,405

64,328
122,297
148,419
132,142

97,529,316

51,578,292
19,571,450
2,738,544
5,413,462
8,859,019
1,115,190

89,275,957

68,292,377
20,983,580

Dec. 31, 1951
(4,946 banks) #

C

32,423,777 ^
35,146,687 ^

9,656 3
5,333,230 "
2,373,149 j

180,895 g

75,467,394 H

26,012,158 S
683,826 &
16,796 ^

64,642 t3
172,708 g
172,489 w
148,547 fcH

102,738,560 td

54,855,841 ..
19,825,659 U
2,243,626 H
5,924,592 M

9,789,974 ^
1,791,869 g

94,431,561 §

73,156,288 @
21,275,273 £

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 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
Income accrued but not yet 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
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Bills payable, rediscounts, and other liabilities for borrowed money
Mortgages or other liens on bank premises'and other real estate
Acceptances outstanding „._-" _ _ ""__

""iSCQnie collected but not yejt-Sarned '.
ExpenseraeSSl«4aat!ranpaid .̂LI IIIIIIIZZIIZZZZZIIZZIIIIIIIZZI__ZIZZZ
Other liabilities

Total liabilities

CAPITAL ACCOUNTS

Capital stock (see memoranda below)
Surplus
Undivided profits

R eserves 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 (includ-

ing notes and bills rediscounted and securities sold with agreement to repur-
chase)

76,644
359

134,631
177,839
303,002
688,997

90,911,104

2,001,650
2,925,104
1,124,223
278,012

6,328,989

97,240,093

14,364
738

1,986,548

2,001,650

19,233
1,013

20,246

10,304,151

160,202
359

181,013
177,202
327,687
590,083

87,838,322

2,031,452
2,948,622
1,183,453
269,581

6,433,108

94,271,430

13,015
738

2,017,699

2,031,452

17, 507
1,013

18,520

12,406,061

32,890
335

137,765
168,112
308,512
654,307

88,138,735

2,067,155
2,994,486
1,193,499
264,886

6,520,026

94,658, 761

11,800
647

2,054,708

2,067,155

16,292
922

17,214

12,490,829

148,910
321

133,467
180,351
393,871
739,501

90,872,378

2,082,617
3,017,550
1,286,764
270,007

6,656,938

97,529,316

11,444
618

2,070,555

2,082,617

15,714
893

16,607

11,923,588

15,484
366

187,650
180,894
375,326
877,161

96,068,442

2,105,345
3,083,495
1,212,538
268,740

6,670,118

102,738,560

7,955
591

2,096,799

2,105,345

12,225
866

13,091

11,616,494

hi
O

W

o
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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

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 corpora-
tions . . -

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

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

70.14
22.22

1.06

2.12
2.93
1.53

6.58

100.00

. 31, 1948-51

1950

Percent
36. 70
4.82

.15
2.57

44.24

30.11
12.74
11. 75

.66

.01

.49

100.00

53.53
19. 55
1.96
5.87
9.39
1.77

92.07

71. SO
20.77

1.42

2.06
3.01
1.44

6.51

100.00

1951

Percent
34.22
5.19
.15

2.34

41.90

31. 56
12.84
12.48

.66

.02

.54

100.00

53.39
19.30
2.18
5.77
9.53
1.75

91. 92

71.21
20.71

1.59

2.05
3.00
1.44

6.49

100.00

FIDUCIARY ACTIVITIES OF NATIONAL BANKS

As of December 31, 1951, 1,773 national banks have been granted
trust powers, either limited or full, for the administration of fiduciary
accounts. Two hundred and sixty-one of these banks are not acting
under any of their granted fiduciary powers. During the year end^d
December 31, 1951, 1,645 examinations were made of trust depart-
ments, including 1,582 trust examinations in unit or independent
banks, and 63 trust examinations in branches. /

While carrying values for trust assets have not been standardized
throughout the country, there have been relatively few changes of
system within individual organizations. Trust department jassets
totaled $36,137,000,000 as of December 31, 1951, comparfed to
$9,557,000,000 as of June 30, 1941. Because of the relatively few
changes of system, these figures are sufficiently comparable although
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they do not reflect total current market values. Present-day totals
also include a substantial amount of agency and custodianship assets
which are under the supervision and administration of the trust
department.

Gross trust department income of national banks totaled $74,741,000
during 1951 compared to $32,714,000 in the year ended June 30,1941.
Many banks make no record of expense or estimation of allocated
overhead and no tabulation can be accomplished for net earnings of
trust departments throughout the country. Losses to the national
banks through trust department operations have been almost
negligible.

EARNINGS, EXPENSES, AND DIVIDENDS OF NATIONAL BANKS FOR
YEAR ENDED DECEMBER 31, 1951

The net profits of national banks before dividends for the calendar
year 1951 were $507,000,000, which amounted to 7.79 percent of
average capital funds. Net profits for the previous year were
$538,000,000 or 9 percent of average capital funds.

Net earnings from operations of $975,000,000 showed an increase of
$119,000,000 over the previous year. However, after adding to net
earnings from operations profits on securities sold of $40,000,000 and
recoveries on loans and investments, etc. (including adjustments in
valuation reserves) of $56,000,000, and deducting losses and chargeoffs
(including current additions to valuation reserves) of $231,000,000
and taxes on net income of $333,000,000, the net profits of the banks
before dividends for the year 1951 were $31,000,000 less than for the
year 1950.

Gross earnings were $2,454,000,000, an increase of nearly
$262,000,000 over the gross earnings for the year 1950. The principal
items of operating earnings in 1951 were $1,341,000,000 from interest
and discount on loans, an increase of $237,000,000 over 1950, and
$569,000,000 from interest on United States Government obligations,
a decrease of $21,700,000. Other principal items of operating earnings
were $148,000,000 from interest and dividends on securities other
than United States Government obligations, an increase of nearly
$16,000,000 over the previous year, and $129,000,000 from service
charges on deposit accounts, an increase of $9,000,000. Operating
expenses, excluding taxes on net income, were $1,479,000,000 as
against $1,337,000,000 in 1950. Principal operating expenses were
$746,000,000 for salaries and wages of officers and employees and fees
paid to directors, an increase of $82,000,000 over 1950, and $218,000,000
expended for interest on time and savings deposits, an increase of
$28,000,000.

Cash dividends declared on common and preferred stock in 1951
totaled $248,000,000 in comparison with $230,000,000 in the previous
year\ The rate of cash dividends was 3.81 percent of the average
capital funds during the year. The cash dividends in 1951 were 48.91
percent of the net profits available for the year. The remaining 51.09
percent of net profits, or $259,000,000, was retained by the banks in
their capital funds.

210061—52 2
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14 REPORT OF THE COMPTROLLER OF THE CURRENCY

Interest and dividends on securities represented 29 percent of gross
earnings for the year, with the banks in the Twelfth Federal Reserve
District showing the lowest ratio at 21 percent, while the seventh dis-
trict showed 37 percent for the highest ratio. Interest and discount
on loans accounted for 55 percent of the banks' earnings, varying from
47 percent in the seventh district to 62 percent in the twelfth district.
Salaries, wages, and fees took over 30 percent of gross earnings, ranging
from 29 percent in the fourth district to 32 percent in the ninth dis-
trict. Current operating earnings before income taxes were more
than 40 percent of gross earnings, ranging from 37.6 percent in the
twelfth district to 42.6 percent in the tenth district.

The rate of interest and dividends received on the average securities
held during the year was 1.70 percent, and varied from 1.64 percent at
the banks in the second district to 1.91 percent in the third district.
On the average loans and discounts the rate of interest and discount
varied from 3.55 percent in the second district to 4.94 percent in the
twelfth district. The national average was 4.36 percent.

Current operating earnings before income taxes were 15 percent on
the average total capital accounts, varying from 11 percent in the
third district to 20 percent in the twelfth district. Net profits after
income taxes but before dividends were, as noted above, 7.79 percent
on the average capital accounts, ranging from 6.05 percent in the
second district to 10.6 percent in the twelfth district.

Summaries of the earnings, expenses, and dividends of national
banks for the years ended December 31, 1950, and 1951, are shown in
the following table.

Earnings, expenses, and dividends of national banks for years ended Dec. 31,
1950 and 1951

[In millions of dollars]

Number of banks *-
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 _

See footnotes a t end of table.

4,946
2,058.1
6,506.4

568.8
148.2

1,340.7
129. 2
267.4

2,4.54.4

1, 479.4

975.0

1950

4,965
1,966.0
6,152.8

590.5
132.3

1,103.4
119.6
246.9

2,192.7

745.7
218.6
77.0
37.1

401.0

663.8
190.4
74.4
33.6

374.8

1,337.1

Change
since 1950

-19
+92.1

+353.6

-21.7
+15.9

+237.3
+9.6

+20.5

+8U9
+2/8.2
+-2.6
rh3.5

+26.2

+142. 3
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Earnings, expenses, and dividends of national banks for years ended Dec. 81,

1950 and 1951—Continued

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

Allother

Total

Losses, charge-ofls, and transfer to valuation reserves:
On securities:

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

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

Allother

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 re-

coveries 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

1951

5.6
7.1

39.7

12.1
12.1
19.0

95.6

51.2
17.2

9.6
125.6
27.5

231.0

839.6

317.4
15.5

332.9

506.7

.6
247.2

247.8

1.1
19.7

6.4
44.3
56.8

Percent
60.28
7.79

12.04
3.81

1950

9.7
29.0
61.0

15.4
13.3
25.4

153.7

24.0
41.4

11.0
109.3
30.7

216.3

793.1

242.0
13.5

255.5

537.6

.7
228.8

229.5

1.8
13.0

2.8
33.6
47.1

Percent
60.98
8.74

11.67
3.73

Change
since 1950

—4.1
-21.9
-21.3

- 3 . 3
- 1 . 2
- 6 . 4

-58.1

+27.2
-24.2

- 1 . 4
+16.3
- 3 . 2

+14.7

+46.5

+75.4
+2.0

+77.4

-30.9

- . 1
+18.4
+18.3

- . 7
+6.7

+3.6
+10.7
+9.7

Percent
- . 7 0
- . 9 5
+.37
+.08

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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16 REPORT OF THE COMPTROLLER OF THE CURRENCY

STRUCTURAL CHANGES IN THE NATIONAL BANKING SYSTEM

The authorized capital stock of the 4,947 national banks in exist-
ence on December 31, 1951, including 1 inactive bank, consisted of
common capital stock aggregating $2,097,307,062, a net increase
during the year of $109,952,025, and preferred capital stock aggregat-
ing $12,052,774, a net decrease during the year of $3,360,881.

In addition to 13 applications with proposed common capital stock
of $1,700,000 carried over from the previous year, 32 applications were
received to organize national banks and to convert State banks into
national banking associations with proposed common capital stock of
$5,465,000. Of these applications, 17 with proposed common capital
stock of $2,640,000 were approved; 6 with proposed common capital
stock of $1,000,000 were rejected, and the remainder had been aban-
doned or were still pending on December 31. From the applications
carried over from the previous year and those approved during 1951,11
national banking associations with common capital stock of $1,750,000
were authorized to commence business. Of the charters issued,
2 with common capital stock of $350,000 resulted from the conver-
sions of State banks.

During the year, 10 State banks were consolidated with 10 national
banks under authority of the act of November 7, 1918, as amended,
resulting in the consolidated national banks having common capital
stock of $26,350,000. Approximately $234,226,000 of assets were
brought into the national banking system by reason of the 10 State
banks being consolidated with national banks. In addition, national
banks reported the purchases of 11 State banks, with capital stock
and debentures of $983,750 and assets of approximately $37,641,000.

During the year, 22 national banks with common capital stock
of $8,999,500, 3 of which also had $198,950 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, 9 with common capital stock of $1,975,000, 1 of which also had
$98,950 of preferred capital stock, and assets of $112,522,613, were
succeeded by other national banks; 11 with common capital stock of
$6,899,500, 1 of which also had. $75,000 of preferred capital stock,
and assets of $230,995,853, were succeeded by State banks, and 2
with common capital stock of $125,000, 1 of which also had $25,000
of preferred capital stock, and assets of $2,939,578, paid their deposi-
tors and quit business. Also, during the year, 11 national banks
with common capital stock of $16,697,500, 1 of which also had $25,000
of preferred capital stock, and assets of approximately $703,300,000/
were merged or consolidated with State banks under the provisions
of Public Law 706 and the laws of the States where the banks were
located.

Changes in the number and capital stock of national banks during
the year ended December 31, 1951, are shown in the following siim-
mary.
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Organization, capital stock changes, and national banks closed as reported during the

year ended Dec. 81, 1951

Increases:
Banks newly chartered:

Primary organizations __ ___
Reorganizations
Conversions of State banks

Capital stock:
190 cases by statutory sale __>
293 cases by statutory stock dividend
26 cases by stock dividend under articles of associa-

tion __ _ __ __ __
10 cases by statutory consolidation

Total increases _ _.

Decreases:
Banks ceasing operations:

Voluntary liquidations:
Succeeded by national banks
Succeeded by State banks
No successors ___

Statutory consolidations
Merged or consolidated with State banks (Public

Law 706)_— _ _
Receiverships

Capital stock:
48 cases by retirement . _
1 case by statutory reduction ._

Total decreases

Net change
Charters in force Dec. 31,1950, and authorized capital stock-

Charters in force Dec. 31, 1951 and authorized capital stock-

Number
of banks

9

2

11

9
11
2

11

33

—22
4,969

4,947

Capital stock

Common

$1,400,000

350,000

74,673,025
54,837,280

2,006,120
4,125,000

137,391,425

1,975,000
6,899,500

125,000

16,697, 500

1,742,400

27,439,400

109,952,025
1,987,355,037-

2,097,307,062

Preferred

$98,950
75,000
25,000

25,000

3,136,931

3,360,881

—3,360,881
15,413,655

12,052,774

BRANCHES

On December 31, 195i, 356 national banks were operating a total
of 2,259 branches and 8 seasonal offices. In 9 of the States, namely,
California, Massachusetts, Michigan, New Jersey, New York, Ohio,
Oregon, Pennsylvania, and Washington, there were 203 national banks
operating 1,679 branches, which was 74 percent of the number of all
branches at the end of the year.

During the year ended December 31, 1951, 153 branches were
brought into the national banking system. Of the 153 branches, 59
were authorized to operate in places other than the city in which the
parent bank is located. During the same period 47 branches, 2 of
which were not in operation at the beginning of the year, were dis-
continued, 6 through action of the boards of directors of the parent
banks, 19 through voluntary liquidation of the parent banks, and 22
through the merger or consolidation of the parent banks with State
banks under the provisions of Public Law 706 and the laws of the
States where the parent banks were located.

Of the 153 branches authorized, 152 were operating on December
31, 195L Seven branches authorized in 1950 did not begin operations
until 1951. There was a net gain in the system of 114 operating
branches in the year.
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1 8 REPORT OF THE COMPTROLLER OF THE CURRENCY

NATIONAL BANK NOTES OUTSTANDING

There were as of December 31, 1951, $80,211,173 of national bank
notes outstanding.

DISTRIBUTION OF ALL BANKS

On December 31, 1951, there were 14,636 commercial and savings
banks in the United States and possessions with deposits of
$186,603,665,000. Of these banks, 13,657, or 93 percent, with 96
percent of the deposits, were insured banks. The 4,939 national
banks, members of the Federal Reserve System, represented 34 percent
of all banks and held 50 percent of the total deposits. The 529
mutual savings banks, of which 202 were insured, held $20,915,329,000
of deposits.

Classification of all banks, Dec. 81, 1951

Insured banks:
National
State member -

Commercial
Mutual savings

Nonmember—
State commerciall

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

4,939

1,898
3

6,618
199

13,657

652
327

979

14,636

Percent
of grand

total

33.74

12.97
.02

45.22
1.36

93.31

4.46
2.23

6.69

100.00

Change in
12 months
(percent
of grand

total)

-0.06

- . 0 7
0

+.38
+.06

+.31

- . 2 5
- . 0 6

- . 3 1

Deposits

Amount
(000

omitted)

$94,172,922

46,823,953
18,613

22,175,074
15,349,424

178,539,986

2,516,387
5,547,292

8,063,679

186,603,665

Percent
of grand

total

50.47

25.09
.01

11.88
8.23

95.68

1.35
2.97

4.32

100.00

Change in
12 months
(percent
of grand

total)

-0.22

+.22
0

+.28
+.11

+.39

-.12
-.27

-.39

1 Includes 5 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 assets of all classes of active banks in the United States
and possessions on December 31, 1951, amounted to $203,863,000,000,
an increase of $11,622,000,000 since December 30, 1950.

The total deposits at the end of 1951 amounted to $186,604,000,000,
an increase of $10,484,000,000 over 1950. Included in the latter
aggregate are deposits of individuals, partnerships, and corporations
of $154,478,000,000, an increase of $7,961,000,000 in the year. De-
posits of the United States Government, including postal savings
deposits, were $3,728,000,000, an increase of $659,000,000 or 21
percent; deposits of States and political subdivisions smounting to
$10,102,000,000 showed an increase of $556,000,000, or 6 percent,
and deposits of banks of $15,104,000,000 were $1,054,000,000, or 8
percent, more than in 1950.
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Loans and discounts amounted to $68,001,000,000 in December
1951 after deducting reserves of $997,000,000 for possible future
losses. The net loans were $7,290,000,000, or 12 percent, over the
amount reported as of the end of 1950. Commercial and industrial
loans of $26,040,000,000 were 18 percent more than the 1950 figure;
consumer loans to individuals, including single-payment loans of
$3,000 and over, of $10,597,000,000 increased 3 percent; real estate
loans of $24,648,000,000 were up 12 percent, and all other loans of
$7,713,000,000 increased 4 percent.

The banks held obligations of the United States Government,
direct and guaranteed, of $71,595,000,000 in December 1951, a decrease
of $1,593,000,000, or 2 percent in the year. Obligations of States and
political subdivisions held amounted to $9,393,000,000, an increase of
$1,144,000,000, and other securities held amounted to $6,598,000,000,
an increase of $30,000,000. The total of all securities held at the end
of 1951 was $87,586,000,000, and represented 43 percent of the banks7

total assets. At the end of the previous year the ratio was 46 percent.
Cash and balances with other banks, including reserve balances, in

1951 were $45,717,000,000, an increase of 11 percent since 1950.
Total capital accounts were $14,706,000,000, compared to $13,916,-

000,000 at the end of 1950. The total of surplus, profits, and capital
reserves of $10,866,000,000 increased $620,000,000, or 6 percent, in
the year.

A statement of the assets and liabilities of all classes of active banks
at the end of December 1950 and 1951 follows:

and liabilities of all banks in the United States and possessions, 1950 and 1951
[In millions of dollars]

Dec. 31,
1951

14, 636

24, 648
26, 040

10, 597

2,585
5,128

68, 998
997

68, 001

71, 595
9,393
5,989

609

87, 586

2,891

42,826
1,331

37

105
349
737

203,863

Dec. 30,
1950

14, 666

21, 925
22,068

10, 243

2,881
4,521

61, 638
927

60, 711

73,188
8,249
6,011

557

88,005

2,343

38,893
1,241

33

103
235
677

192, 241

Change
since 1950

- 3 0

+2, 723
+ 3 , 972

+354

-296
+607

+7, 360
+70

+7, 290

- 1 , 593
+1,144

- 2 2
+52

- 4 1 9

+548

+3, 933
+90
+4

+2
+114
+60

+11,622

Number of banks

ASSETS
Loans on real estate
Commercial and industrial loans (including open-market paper)
Consumer loans to individuals, including single-payment loans of

$3,000 and over
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 otfoer real estate
Customers' liability on acceptances outstanding
Other assets

Total assets _
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Assets and liabilities of all banks in the United States and possessions, 1950 and
1951—Continued
[In millions of dollars]

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 out-

standing. __
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,
1951

97,006
57,472
3,728

10,102
15,104
3,192

186, 604

126,680
59,9U

44

378
2,131

189,157

40
51

3,749
7,262
3,027

577

14, 706

Dec. 30,
1950

91,314
55, 203
3,069
9,546

• 14,050
2,938

176,120

118,1H
57.326

95

270
1,840

178, 325

47
62

3,561
6,854
2,809

583

13, 916

192. 241

Change
since 1950

+5,692
+2,269

+659
+556

+1,054
+254

+10, 484

+7, 886
+2,598

- 5 1

+108
+291

+10, 832

- 7
- 1 1

+188
+408
+218

- 6

+790

+11, 622

NOTE.—Figures for nonnational banks obtained from the Federal Deposit Insurance Corporation.

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, 1951. Reports were required as of April 9, June 30,
October 10, 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
company 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 powers conferred upon him by law, the Comp-
troller obtained from each national bank during the period indicated
semiannual reports of earnings, expenses, and dividends; also reports
of condition of foreign branches as of December 31, 1951.

National banking associations authorized to act in a fiduciary
capacity were called upon to submit reports of their trust depart-
ments as of the close of business on December 31, 1951.

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,
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expenses, and dividends identical with those obtained from national
banks during the year. 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, 1951, and
reports of receipts and disbursements for the year ended December
31, 1951.

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

Under Public Law 148, Eighty-second Congress, chapter 404, first
session, approved September 15, 1951, 65 Stat., 323, the code of law
for the District of Columbia was amended, transferring from the
Comptroller to the Home Loan Bank Board all subsequent supervision
and regulation of District of Columbia building and loan associations.

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 1951,
871 of the national banks reported 12,222 affiliates and holding com-
pany affiliates, of which 10,505 were duplications reported by 238
banks. The actual number of affiliates, or 1,717, included 23 holding
company affiliates which controlled 197 active national banks. The
number of banks in each holding company group varied from 1 to
48. At the end of 1950 there were 23 holding company affiliates
which controlled 196 national banks, varying in number from 1 to 48
associations. Under the waiver of requirement for reports of affil-
iates, it was necessary for only 364 banks to submit and publish 413
reports of affiliates and holding company affiliates. Of the latter
number 180 were duplications of reports submitted by 180. banks.

LIQUIDATION OF INSOLVENT NATIONAL BANKS

During the year ended December 31, 1951, no national banks were
placed in receivership. No liquidations of insolvent national banks
were completed during the year, leaving a total of two receiverships
in process of liquidation as of December 31, 1951, both of which were
involved in litigation.

ISSUE AND REDEMPTION OF NOTES

One thousand five hundred and forty-four shipments of Federal
Reserve currency were made from Washington, D. C , during the
year ended December 31, 1951, to Federal Reserve agents and Federal
Reserve branch banks, aggregating $7,947,940,000, and, in addition,
27 deliveries were made to the Treasurer of the United States aggre-
gating $124,800,000.

Four thousand and forty-four lots of unfit Federal Reserve currency
were received for verification and certification for destruction con-
sisting of 790,223,312 notes aggregating $9,875,015,380.
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There were received 49 lots of national bank notes for verification
and certification for retirement and destruction consisting of 303,381
notes aggregating $4,730,419.

One hundred seventy nine thousand and seven hundred fragments
or charred Federal Reserve and national bank notes aggregating
$3,495,272 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 cor-
rections 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, 1951, 9,377 examinations of
banks, 4,194 examinations of branches, including 27 foreign branches,
1,645 examinations of trust departments, and 29 examinations of
affiliates were conducted. Ten State banks were examined in connec-
tion with conversions to or consolidations with national banks. In-
vestigations were also conducted in connection with applications for
21 new charters and 158 new branches.

ORGANIZATION AND STAFF

On December 31, 1951 the Office of the Comptroller of the Currency
had in its employ 1,126 persons. Of these, 205 were assigned to the
Washington Office, including 33 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 increased
by 12 during the year.

Twenty-one national bank examiners and 84 assistant national bank
examiners left the service during the year. In the same period 21
assistants were commissioned national bank examiners and 115 new
assistants were appointed, leaving a total of 258 examiners and 543
assistant examiners in the service at the end of the year. The 258
examiners have an average term of service, including service as
assistants, in excess of 19 years. There were 120 clerks employed in
the 12 Federal Reserve districts at the end of the year. During the
year 1951, 8 assistant national bank examiners were placed on military
furlough. The total field force during the year decreased by one
person.

On March 1, 1951, Mr. W. W. Taylor, a career employee who had
served the office in various bank examining positions for approxi-
mately 26 years, was appointed Third Deputy Comptroller to fill the
vacancy created through the retirement of Mr. R. B. McCandless,
Second Deputy Comptroller, and the promotion of Mr. L. A. Jennings
from Third Deputy Comptroller to Second Deputy Comptroller.
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EXPENSES OF THE BUREAU

The following is a summary of the operating expenses of the Bureau
for the year ended December 31, 1951:

Salaries - -
Per diem
Transportation
Supplies, printing, books and periodicals
Rent
Furniture and fixtures .
Communications.
Miscellaneous

Total

Bank supervi-
sion

$5, 517,146.72
1,089,434.96

323, 992.77
99, 318.22

122,610. 51
19, 736. 72
20, 801. 74
24. 915.19

7, 217, 956.83

Currency issue
and redemp-

tion

$113,470.47
0
0

1, 517.14
0
0

194. 79
3,153.16

118, 335. 56

Total

$5,630,617.19
1,089, 434. 96

323, 992. 77
100, 835.36
122,610. 51
19, 736. 72
20,996. 53
28,068.35

7,336, 292.39

Funds used in payment of the bank supervision costs are derived
primarily from assessments against the banks supervised. The cost
of operating the Division which handles the currency issue and
redemption functions is paid by the Federal Reserve Banks.
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ANNUAL REPORT
OF THE

COMPTROLLER OF THE CURRENCY

During 1952, the general trends in the national banking system
were closely similar to those of 1951. Deposits again increased
almost $5 billion and were reflected in the assets by increases of $3.7
billion in loans and $1.2 billion in various classes of investment securi-
ties. The emphasis on accommodating the continued strong loan
demands of industry, commerce, consumers, and home buyers is
apparent in these figures. The major borrowing sources of the $36.6
billion of loans held by national banks at the end of 1952 were (1)
commerce and industry, $16.9 billion, an increase of $1.2 billion,
(2) real estate owners secured by mortgages, $8.3 billion, up $724
million, and (3) individuals, largely consumer installment paper,
$7.1 billion, reflecting a large increase of $1.3 billion.

The 4,916 national banks had total assets of $108.1 billion at the
year end, an all time high level, and equal to 50 percent of all banking
resources held by the 14,596 commercial and savings banks operating
in the United States. Deposits of $99.2 billion were provided with
instant liquidity to the extent of $26.4 billion in nonearning assets—
cash or its equivalent—and, together with $7.6 billion of capital struc-
ture and reserves, were invested in earning assets in the form of loans
amounting to $36.6 billion, average interest rate 4.53 percent (1951
average rate 4.36 percent), and $44.1 billion of investment securities,
average interest rate 1.84 percent (1951 average rate 1.70 percent).

Investments in obligations of the United States increased $780
million to $35.9 billion. Exclusive of nonmarketable and depositary
bonds, Federal obligations maturing within 5 years were reduced $1.8
billion during the year, and such obligations maturing in excess of
5 years increased $2.5 billion.

Consumer installment loans expanded rapidly in national banks
during the year. Regulation W of the Board of Governors of the
Federal Reserve System was suspended on May 7, 1952, and there is
evidence that cash down-payment and repayment terms were at least
temporarily liberalized by some banks to a point beyond prudent
limits. There is also evidence, however, that more than a few of
such banks have since adopted more realistic and conservative install-
ment loan policies. The lowering of credit standards to build up
loan volume and earnings is recognized by all sound bankers as
poor policy and experience has shown such tendencies to be invariably
costly because of abnormal losses which follow.

The investment accounts of national banks constitute a major
element of strength in the asset structure of the national banking
system both from the standpoint of credit quality and liquidity.
This is best illustrated by the following data:

1
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Recapitulation by maturities
[United States bonds as of Dec. 31,1952; municipal and other bonds as of various examination dates during

the last half of 1952]

[Figures in millions of dollars]

United
States
bonds

General
obligation
municipal

bonds

Special
revenue

municipal
authority
and corpo-
rate bonds

Total

Short term (maturing up to 5 years)..
Medium term (maturing between 5 and 10 years)
Long term (maturing after 10 years)

Total

126,459
6,223
3,239

2,724
1,395
1,162

471
610

31,049
8,089
5,011

35,921 5,281 2,947 44,149

» Includes nonmarketable bonds of $1,352,000,000.

The liquidity and relative price stability afforded by this short term
maturity distribution is important and satisfying. Slightly in excess
of 70 percent of the aggregate investment holdings mature within 5
years. It is apparent that depreciation accruing in the investment
accounts of national banks as an outgrowth of increased interest rates,
most heavily centered in medium and long-term issues, may be classi-
fied as "paper" depreciation. This depreciation need not culminate
in actual losses because the necessity for sale prior to payment at par
upon maturity is almost nonexistent in holdings so heavily concen-
trated in short maturity issues. The credit strength of general obli-
gation municipal bonds, corporate issues, and special revenue munic-
ipal authority obligations held by national banks is at a high level.
The vast majority exceed the marginal investment grade rating of
BBB (or B 1 plus or Baa).

With very few exceptions, the managements of national banks are
to be complimented for having adopted and followed sound invest-
ment policies. The investment accounts, as a result, are well adapted
to meet sound banking requirements, i. e., credit strength, liquidity,
ability to take advantage quickly of increased interest rates coupled
with excellent capacity to retain the longer maturities, and sensible
diversification.

The Comptroller will continue the long established practice, for-
malized in an agreement on August 11, 1938, between the Board of
Governors of the Federal Reserve System, the Directors of the Federal
Deposit Insurance Corporation and the Comptroller of the Currency,
of not taking into account in figuring net sound capital of a bank the
market appreciation or depreciation in United States bonds and group
I (four highest investment grades) securities.

The total capital structure of all national banks, combined with $518
million of reserves for bad debts and valuation reserves aggregated
$7.6 billion at the end of 1952. When considered in relation to ap-
proximately $108 billion of assets, less $66.6 billion of assets repre-
sented by cash or its equivalent, United States Government securities,
and loans guaranteed or insured by Federal Government agencies,
the national banking system held $1 of capital funds and reserves for
bad debts to protect the risk involved in each $5.55 ($5.36 at the end
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of 1951) of its remaining loans, municipal and corporate bonds, and
other assets.

The adequate capitalization of all national banks continues to be a
primary objective of the Comptroller's office. During the year 1952
new capital stock was sold by 162 national banks yielding over $93
million for addition to capital and surplus accounts. In the 7-year
period ended December 31, 1952, 1,022 capital increase sale programs
yielding $474 million for addition to capital structures were effected.
Dividends payable in common stock were approved by the share-
holders of 249 banks in the aggregate amount of nearly $75 million
during 1952.

Eliminating from the figures those banks that entered or left the
national banking system during the year, the 4,901 banks that were
in the system during the entire year increased their capital structures
$413 million, and added $49 million to reserves for bad debts. Thus
the overall strengthening of capital structures and reserves during
1952 amounted to $462 million.

The generally good condition of national banks is disclosed by the
fact that only $310 million of assets (largely loans), or an amount less
than the reserve for bad debts alone, were classified as "substandard"
or "doubtful" by national bank examiners during their second round
of examinations in 1952. Loans subject to less important elements
of credit weakness were "especially mentioned" in examination reports
in the somewhat decreased amount of $680 million, or 8.9 percent of
capital structure and reserves, but normally only a small percentage of
such loans deteriorate to a point necessitating substandard, doubtful,
or loss classifications.

On December 8, 1947, the Bureau of Internal Revenue issued
Mimeograph 6209, prescribing a formula which could be used by com-
mercial banks to build up a reserve for bad debts, as permitted under
the Internal Revenue Code, in lieu of awaiting for specific loan losses
to occur. This was based on the sound premise that a normal per-
centage of losses is inherent in the loaning business and a reasonable
provision for such losses is an integral part of the cost of conducting a
banking business; also that ultimate loan losses originate largely dur-
ing favorable economic periods but do not emerge as such, except in
nominal amounts, until less favorable economic conditions occur.

The formula adopted is based primarily on the loan loss experience
of a specific bank over the preceding 20 years. It is apparent, owing
to the steady upward swing in the business cycle commencing in 1934
and the consequent low loan loss experience of banks during this
period, that the permissible ceiling for bad debt reserves under the
present formula will be very low in relation to the currently large loan
portfolios of banks. This problem is receiving the careful study of
the Comptroller to determine whether an appropriate revision of the
formula can be devised which would merit the consideration of the
Internal Revenue Bureau.

Reserves for bad debts were maintained by 2,511 national banks in
the aggregate sum of $466,212,000 as of December 31, 1952.

A substantial amount of constructive work was done during 1952
by the managements of banks, theJAmerican Bankers Association, the
National Association of Bank Auditors and Comptrollers, many State
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Bankers' Associations, and the State and Federal bank supervisory-
agencies, to improve internal audit control procedures. As an aid
both to bank managements and the Comptroller, the examination re-
port form is being revised to include all internal audit control matters
in one specific section. The material will be so arranged that a ready
determination may be made as to the status of a bank's internal con-
trols and auditing procedures, whether adequate or otherwise, with
the expectation that this added clarity and emphasis will facilitate
corrective measures in necessary instances.

The trend of consolidations, mergers, and the purchase and sale of
banks continued during 1952 at a somewhat increased tempo. For the
most part, it is a case of larger banking institutions absorbing smaller
ones, and at high prices. Much has been said about ageing manage-
ments with no suitable replacements available as a cause for this trend,
but it is far from being the primary cause. The primary cause rests in
very attractive purchase prices which the shareholders of the solicited
bank can not see their way clear to refuse. National banks purchased
35 State and national banks having a total of 40 banking offices with
total deposits of $80,990,181 and total capital structures of $18,759,195.
The purchasing banks assumed the selling banks' deposit liabilities and
paid them $20,781,091 in cash. As will be noted the cash payments
amounted to $2,021,896 in excess of the book value of the selling batiks'
assets, or 2.49 percent of the assumed deposits. This excess over book
value payment was considerably higher than 2.49 percent of assumed
deposits in some cases while in others it was less.

Twenty-eight banks (17 national, 11 State) either merged or consoli-
dated with 26 national banks during 1952. The 28 banks absorbed
had total deposits of $294,575,961 and total capital structures of
$23,467,131.07. The shareholders of the 28 banks received cash and
book value stock of the continuing banks aggregating $26,550,971.07,
or $3,083,840 in excess of the aggregate book value of the assets which
those banks contributed to the mergers or consolidations. While
this excess amounted, on the average, to 1 percent of the aggregate
deposits acquired by the continuing banks, the so-called swing in
value was considerably more pronounced in certain instances. When
it is considered that a consolidation of two banks should be equally
beneficial to both groups of shareholders, a swing in value from the
shareholders of the larger bank to the shareholders of the smaller
institution merely serves to emphasize the attractiveness of the offers
and the basic reason for the current trend.

Each of the consolidations, mergers, and purchases and sales com-
mented upon above was approved by the Comptroller of the Currency.
A few were approved with some reluctance because of the sizable pre-
miums involved. However, in all instances the purchasing and con-
tinuing banks would be adequately capitalized, competently managed
and sound institutions after consummation of the programs, so ap-
proval was given. This will continue to be the primary basis for
judging such cases.

The history of consolidations, conversions, and the purchase and
assumption of deposit liability cases under Public Law 706 since its
effective date on August 17, 1950, and mergers effected under Public
Law 530 since its effective date on July 14, 1952, is set forth below.
Prior to the passage of Public Law 706, the conversion of a national
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bank into a State bank, or the consolidation of a national bank with a
State bank under the latter's charter, was not legally possible. How-
ever, the conversion of a State bank into a national bank, or the
consolidation of a State bank with a national under the latter's charter,
with the approval of the Comptroller, had long been permitted under
the Federal statutes. Hence, Public Law 706 is commonly referred
to as the "two-way street law." Public Law 530 provided for the
merger of State or national banks with a national bank under the
latter's charter, with the prior approval of the Comptroller, but the
shareholders of the continuing national bank were not given the right
to demand cash for the value of their shares in the event of dissent.

Consolidations, conversions, mergers, and purchase and assumption cases
between Aug. 17, 1950, and Dec. SI, 1952

Under Public Law 706: appiovedmsea
Consolidation of national banks with national.banks 21
Consolidation of State banks with national banks under national

charters 26
Consolidation of national banks with State banks under State bank

charters 21
Conversions of State banks into national banks 4
Conversions of national banks into State banks 8
Purchase of assets of national banks by national banks in consideration

for assumption of deposit liabilities 29
Purchase of assets of State banks by national banks in consideration

for assumption of deposit liabilities 43
Sale of assets of national banks to State banks in consideration for

assumption of deposit liabilities 24
Under Public Law 530:

Merger of national banks with national banks 4
Merger of State banks with national banks under national charters 2

Total 182

The establishment of branch banking offices by national banks
gained momentum during the year. Three hundred firm applica-
tions were received (225 received in 1951, 226 in 1950) and the neces-
sary field investigations made. Seventy-two of the two hundred and
eighty-seven fully processed applications were denied, or approxi-
mately 25 percent, 215 were approved for ultimate formal authori-
zation and establishment, and 13 were pending subject to final action
to approve or disapprove.

Public Law 543 of the 82d Congress, approved in July 1952, placed
the capital requirements for the establishment of out-of-town branches
by national banks on a parity, for all practical purposes, with State
chartered banks. Any national bank desiring to establish out-of-
town branches must have the aggregate minimum capital required by
Federal law for the establishment of an equal number of national
banks situated in the various places where the bank and its branches
are located, but in no event less than the capital required in the case
of a State bank similarly situated. In most States where branch
banking is permitted, the new law relaxes the old and frequently too
stringent capital requirements and has made it possible for smaller
national banks to operate needed branches in their trade areas.
The provisions of the new law are proving to be eminently satisfac-
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tory. They are, in part, responsible for the increased activity in
the field of branch banking.

The policies and standards of the Comptroller's office as they
pertain to the establishment of new branches are maintained on a high
but, it is believed, not unreasonable plane. This is indicated by the
fact that 25 percent of all applications processed during the year
were denied. Branch banking has two fundamental purposes, namely,
(1) to provide the people of a community or an area of a city with
needed banking services, and (2) to provide earnings for the parent
bank. The parent bank must have competent management and a
reasonably adequate capitalization in relation to its asset condition
and volume of business to merit branch expansion. If each of these
fundamental purposes and factors cannot be met, branch expansion
is at least unwise, and probably unsafe.

Loans based on real estate mortgage security increased $724 million
during the year to a total of $8.3 billion. Reports were received
from several banking sources suggesting that the existing provisions
of section 24 of the Federal Reserve Act limiting the aggregate amount
of real estate mortgage loans of a national bank to 60 percent of its
time and savings deposits, or 100 percent of capital and surplus,
whichever is the greater, were too restrictive and urging a liberalizing
legislative revision. A survey was made from the reports of exami-
nation of all national banks made during the last half of 1952 with
the following result:

48 States and the District oj Columbia

The actual and legally available aggregate of mortgage loans held by national banks

[Figures to nearest hundred thousand]

Banks under 25 million:
1
2

Total..

Banks 25 to 100 million:
1
2 . . .

Total

Banks over 100 million:
1
2 . . .

Total...

Grand total _

(1) 60 percent
of time and
savings de-

posits, or (2)
100 percent

of capital and
surplus,

whichever is
the greater

$4,457.4
207.0

4, 664. 4

2,163. 3
84.9

2, 248. 2

8 592 5
1,364.0

9,956. 5

16,869.1

Mortgage
loans subject
to the aggre-
gate limita-

tions of sec. 24

$1,992.7
107.6

2,100.3

894.1
28.8

922.9

2 615 3
273.7

2,889.0

5, 912. 2

Mortgage
loans not sub-
ject to aggre-
gate limita-

tion

$694. 5
32.6

727.1

317.0
9.5

326.5

1 218 0
171.4

1,389. 4

2, 443. 0

Amount
available for
additional
mortgage

loans subject
to aggregate
limitation

$2,464.7
99.4

2, 564.1

1 269.2
56.1

1,325. 3

5 977 2
1,090.3

7,067. 5

10, 956. 9
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Despite an unprecedentedly heavy volume of activity in the con-
struction industry since 1946, the above data discloses that on an
average all national banks have utilized only 35 percent of their
legally available real estate mortgage lending power. The smaller
national banks have utilized 45 percent, the largest 29 percent, and
banks between 25 and 100 million total resources 41 percent. While
it is true that a very small number of national banks have granted
real estate mortgage loans up to the legally permitted limit, the
Comptroller is of the opinion it would be unwise to liberalize section 24
to permit a few banks to further expand their real estate mortgage
lending activities. It seems clear that no demonstrated need exists
for liberalizing section 24 of the Federal Reserve Act in this respect
when the national banking system has the legal right to grant $10.9
billion of additional real estate mortgage loans and has only $5.9
billion of such loans in its resources.

Banking interests in several States have approached the office of
the Comptroller of the Currency and asked for a revision of its
interpretation of section 24 of the Federal Reserve Act that first
mortgage loans on timberlands are not permitted under that section.
This request is based on the premise that adequately managed timber-
lands should come within the definition of "improved real estate" as
used in the statute. This matter has been studied and reviewed on
many occasions by the Comptroller's office, but it is clear that the
fundamental issues involved in first mortgage loans on timberlands
are sufficiently far removed from first mortgage loans on residence,
commercial, and farm properties to warrant the conclusion it was not
the intent of Congress to regard timberlands as "improved property"
within the meaning of section 24 of the Federal Reserve Act, and
that such loans could be authorized only through a legislative
revision.

A first mortgage loan on a timber tract would be for one or more of
the following purposes: (1) Restocking open lands, (2) holding
immature timber, (3) orderly or immediate utilization of mature
timber, including carryover in times of low demand, (4) implementing
plans of sustained-yield management, (5) development of roads,
trails, and firebreaks, and (6) constructing logging camps, railroads,
etc. With the exception of loans granted to finance the immediate
or short term utilization of mature timber, repayment programs would
be long drawn out as the income for repayment might come only over
a long period, even though the properties were well managed. It is
not inconceivable that some loans of this character might have to
run for periods up to 40 or 50 years. Forest landowners will not find
it attractive to finance reforestation or other long term types of
timber operations unless loans are available to them at low cost and
for long periods. Long term, low interest rate loans based on an
asset that is noninsurable against fire, insects, disease, windfall, and
unproductive for years at a time are clearly outside the field of com-
mercial banks because they owe, on an average, about 92 percent of
their assets to depositors. Because of the nature of its deposit debt,

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

1952



8 REPORT OF THE COMPTROLLER OF THE CURRENCY

a bank must accept only those loans and investments which hold
within themselves a reasonable power to pay and are based on assets
with a potential recovery value sufficient to liquidate the debts under
adverse conditions. With the possible exception of mortgage loans
on timber lands granted for the immediate or short term utilization
of mature timber, it is believed that such loans will not meet the
requirements of liquidity and soundness that are essential in relation
to the obligations which commercial banks owe their depositors.

Careful study is being given to determine whether it is appropriate
and sound to recommend legislative action which would permit amor-
tized, short term mortgage loans on timber properties with amortiza-
tion or liquidation to come from the early utilization of mature timber,
such loans to be adequately restricted in relation to the appraised
value of the mature timber and with a sound limitation on the aggregate
amount of such loans in relation to a bank's capital and surplus.

In the years since the middle 1930's, and particularly since the end of
World War II, various State authorities and other agencies have
issued "turnpike revenue bonds'' to finance the construction of
express-type limited-access highways. Although revenue bonds
issued by public bodies are by no means a new phenomenon, this class
of securities presents problems which justify discussion.

Section 5136 of the Kevised Statutes (12 U. S. C. 24) provides that a
national bank "may purchase for its own account investment securities
under such limitations and restrictions as the Comptroller of the Cur-
rency may by regulation prescribe." Pursuant to this statutory
authorization, the Comptroller has promulgated an Investment
Securities Regulation which, among other provisions, forbids national
banks to purchase securities "in which the investment characteristics
are distinctly or predominantly speculative."

When an authority purchases from a private utility the existing
electric power or water system, there is a definite record of demand for
service, cost of operation, etc., on which a reasonable forecast may be
based. As another example, some authorities have been created to
build public school buildings which are then leased to a municipality
at a sufficient annual rental to service the principal and interest
requirements of the bond issue and assure repayment. In such
circumstances, many revenue bonds are obviously of excellent quality
and have been held to be eligible for national bank investment from
the date of their issuance. In other instances, particularly turnpike
revenue bonds, the Comptroller has held that such obligations, until a
satisfactory earnings record is available, are ineligible for investment
by national banks.

In most instances turnpike revenue bonds constitute the first
financing of the particular issuer, or the issuer's revenue from other
sources does not sufficiently assure the servicing of the additional
bonds. In these circumstances, the prospects of the securities must
be judged largely upon the earnings estimates and forecasts of the
traffic engineers, etc., who|have studied the matter, planned the
route, and so on.

In view of the financial success of certain completed projects, it has
been argued that the Comptroller's office should consider at least some
newly issued turnpike revenue bonds to be eligible investments for
national banks on the basis of estimated earnings and before an actual
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earnings record has been established. In these circumstances, since
the assurance of eventual payout of the securities will depend solely
upon the accuracy of prior estimates of earnings, the Comptroller
either would have to regard the securities of every such project as
eligible, because the initial earnings estimates are always favorable,
or would have to attempt to pass upon the accuracy of the earnings
forecasts. Obviously, estimates of this character, which are based
partly on the initial and future estimated traffic flow, could be subject
to revision due to varying factors which cannot be foreseen. The
Comptroller has, therefore, adhered to the position that in such cases
the securities are ineligible as national bank investments until a satis-
factory net earnings record has been established.

This matter will continue to receive the close study of the Comp-
troller, but at this point the present policy is believed to be correct.

Since June 3, 1864, section 5210, U. S. R. S., has contained a pro-
vision that all national banks furnish the Comptroller with a complete
list of shareholders, verified under oath, on the first Monday of July
of each year. The original purpose of this provision was to enable
the Comptroller to know who were the shareholders of the association
in the event it became necessary to assess them with the double
liability provided for in Section 5151 of the Revised Statutes and
section 23 of the act of December 23, 1913 (12 U. S. C. 64). However,
in section 22 of the Banking Act of 1933, as amended by section 304
of the Banking Act of 1935 (12 U. S. C. 64a), the double liability
imposed upon the shareholders of national banking associations was
eliminated with respect to all shares issued after June 16, 1933, and
provision was made for the elimination of double liability on shares
issued prior to that date. All but a few national banking associations
have taken the necessary steps to eliminate the double liability on
their shares and the primary reason for the requirement that lists of
shareholders be furnished to the Comptroller by all national banks no
longer exists. The requirement remains and is now an unnecessary
burden on the banks and on the Office of the Comptroller of the
Currency.

The Congress will be asked to consider proposed legislation which
will substitute for the requirement that annual lists of shareholders be
furnished to the Comptroller's office, a requirement that any national
bank upon which a demand is made therefor by the Comptroller must
furnish to him within 10 days of the demand a copy of its shareholders
list. It is anticipated that it will be necessary to make such demands
in relatively few instances. Data regarding the stock ownership of
national banks obtained by examiners and incorporated in their re-
ports to the Comptroller should prove to be adequate to serve all
normal needs.

The District of Columbia Credit JJnions Act of 1932 vested in the
Comptroller of the Currency supervision of credit unions created pur-
suant to its provisions. In 1934, the Federal Credit Union Act (act
of June 26, 1934, 48 Stat. 1216) vested supervision of all Federal credit
unions in the Governor of the Farm Credit Administration. In 1948,
the supervision of all Federal credit unions was transferred to the Bu-
reau of Federal Credit Unions which was established in the Federal
Security Administration by the act of June 28, 1948 (62 Stat. 1092;
12 U. S. C , 1946 ed., Supp. V, 1751a). Reorganization Plan No. 1
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10 REPORT OF THE COMPTROLLER OF THE CURRENCY

of 1953 abolished the Federal Security Agency and established the
Department of Health, Education, and Welfare.

The Bureau of Federal Credit Unions is supervising approximately
6,250 credit unions operating throughout the United States under the
Federal Credit Union Act of 1934, including 113 Federal credit unions
operating in the District of Columbia. The Comptroller of the Cur-
rency is now supervising 16 credit unions operating in the District of
Columbia under the District of Columbia Credit Unions Act of 1932.
In the interest of uniformity and efficiency, all credit unions should
be supervised by the Federal agency best equipped to perform such
functions, namely, the Department of Health, Education, and Wel-
fare. The Congress will be asked to consider legislation to achieve
this end.

Section 24A of the Federal Reserve Act (12 U. S. C. 371d) provides,
among other things, that no national bank and no State member bank
may invest an amount greater than the amount of its capital stock
in bank premises, or in the securities or obligations of a corporation
holding the bank premises without the approval of the Comptroller
of the Currency or the Board of Governors of the Federal Reserve
System, as the case may be. This implies that a national bank or a
State member bank may invest an amount not exceeding 100 percent
of its capital stock in the stock of an affiliate engaged in holding the
bank premises. However, section 23A of the Federal Reserve Act
(12 U. S. C. 371c) contains a general prohibition against a member
bank's investing in any one affiliate an amount exceeding 10 percent
of its capital and surplus. As originally enacted in the Banking Act
of 1933, a number of exceptions were provided, the first of which
covered an affiliate "engaged solely in holding the bank premises."
The Banking Act of 1935 deleted the word "solely" but added the
words "on June 16, 1934," so that the exception now applies only to
affiliates "engaged on June 16, 1934, in holding the bank premises."

After the enactment of this amendment there seemed to be no
possible constructions of sections 23A and 24A which did not result
in a partial disregard of the expressed or implied purpose of one sec-
tion or the other. After thorough consideration of this problem, the
Office of the Comptroller of the Currency took the position that, in
view of the specific exemption from section 23A of affiliates which were
engaged in holding the bank premises on June 16, 1934, the provisions
of that section must be applied to an affiliate which began holding
the bank premises subsequent to that date. Thus while a bank may
invest an amount not greater than 100 percent of its capital stock
directly in a bank building which it owns, it may not invest more than
10 percent of its capital and surplus in the securities or obligations of
an affiliate corporation engaged in holding the bank premises if that
corporation acquired the premises after June 16, 1934.

There would seem to be no good reason why if a bank may invest
amounts up to 100 percent of its capital stock in bank premises di-
rectly, it should not be allowed to do so indirectly through ownership
of stock in a corporation owning the bank premises provided that the
activities of that corporation are so restricted that it cannot engage
in any activities other than owning and operating the bank premises.
Therefore, this office expects to recommend to the Congress that the
statutory conflict be eliminated by legislation which would make sec-
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REPORT OF THE COMPTROLLER OF THE CURRENCY 11

tion 23A of the Federal Reserve Act completely inapplicable to cor-
porations engaged solely in owning and operating the building or build-
ings in which are housed the offices of the ba^k.

Section 5221 of the Revised Statutes (12 U. S. C. 182) requires that
whenever a vote is taken to put a national bank into liquidation, the
board of directors shall cause notice of this fact to be published for a
period of 2 months in a newspaper published in the city or town in
which the association is located, and also in a newspaper published in
the city of New York. These publications are for the purpose of
"notifying the holders of its notes and other creditors to present the
notes and other claims against the association for payment." The
"notes" referred to in the statute are the notes formerly issued by
national banks which circulated as currency, but which are now no
longer issued. Because these notes were used as currency, and be-
cause their circulation was often wide, it was deemed desirable to have
notice of a pending liquidation of the issuing bank given in New York,
in addition to being given locally. With the cessation of the issuance
of such notes, every national bank having circulating notes outstand-
ing deposited lawful money with the Treasurer of the United States
to cover the full redemption value of its outstanding notes, and all
such notes may be redeemed at the United States Treasury. There-
fore, the need for publication in New York, and for notification to
holders of the notes to present them for payment has passed.

Accordingly, to relieve the banks of the now unnecessary expense
of the New York publication, it will be recommended to the Congress
that section 5221 of the Revised Statutes be amended to eliminate
that requirement, and the reference to notifying the holders of the bank's
notes to present them for payment. The requirement of local pub-
lication notifying creditors to present their claims against the bank
is, of course, still necessary and it should be retained.

A comparison of the assets and liabilities of the banks in the Na-
tional Banking System as of December 31, 1951, March 31, June 30,
September 5, and December, 31, 1952, 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]
fcO

Dec. 31, 1951
(4,946 banks)

32,423,777
35,146,687

9,656
5,333,230
2,373,149

180,895

75,467,894.

26,012,158
683,826
16,796

64,642
172,708
172,489
148,547

102,738,560

54,855,841
19,825,659
2, 243,626
5,924, 592
9,789,974
1, 791, 869

94,431, 561

75,156,288
21,275,278

Mar. 31, 1952
(4,933 banks)

32,352,742
33,948,307

9,670
5,607,202
2,284,860

185,284

74,888,065

23,317,178
700,962
19,579

59,383
186,823
171,331
171,646

99,014,967

50,606,189
20,162,908
3,690,330
6,059,489
8,471, 774
1,326,451

90,317,141

68,684,850
21,682,791

June 30, 1952
(4,932 banks)

33,170,408
34,678,113

16,427
5,810,343
2,393,571

187,240

76,256,102

23,991,529
717,394
19,986

58,036
141, 522
196,424
160, 571

101,541,564

52,234, 586
20, 720,190
3,681,910
6,231,989
8,587,305
1, 533, 710

92,989,690

70,742,199
22,247,491

Sept. 5, 1952
(4,927 banks)

33,782,046
34,971,610

11,761
5,988,324
2,344, 284

188,113

77,286,138

23, 553, 507
727,839
21,210

58,394
138,049
239,444
149,127

102,173, 708

53, 075,645
20,905,423
2,817, 219
5,875,435
8,657,187
1,172, 936

92,503,845

70,055,745
22,448,100

Dec. 31,1952
(4,916 banks) W

O

36,119,673 ^
35,921,239

15,203 £
5,982, 753 ^
2,176,230 o

196,860 g

80,411,958 M

•
26,399,403 S

747,912 &
22,555 ^

57,876 S
169,263 3
190,542 p
133,234 p

108,132, 743 Jd

56,682,902
21,517,160 1-3
3, 251,638 ffi
6,271,676 §
9,920,522
1,613,878 Q

99,257,776 fd

76,189,288 fef
23,118,488 %

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 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._ _.
Income accrued but not yet 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
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Bills payable, rediscounts, and other liabilities for borrowed money
Mortgages or other liens on bank premises and other real estate
Acceptances outstanding.
Income collected but not yet earned

ico Expenses accrued and unpaid
g Other liabilities- I.

Total liabilities _

CAPITAL ACCOUNTS

Capital stock (see memoranda below)
1 Surplus _ ._
ik 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 (includ-
ing notes and bills rediscounted and securities sold with agreement to re-
purchase) _ _

15,484
366

187,650
180,894
375,326
877,161

96,068,442

2,105,345
3,083,495
1,212,538
268,740

6,670,118

102,738,560

7,955
591

2,096, 799

2,105,345

12,225
866

13,091

11,616,494

247,937
236

198,021
186,664
381,650
892,116

92,223, 765

2,180, 751
3,123, 756
1, 226,047
260,648

6,791, 202

99,014,967

6,436
571

2,173,744

2,180, 751

10, 518
826

11,344

12,663,445

42,046
230

147,053
219, 212
359,499
887,771

94,645, 501

2, 203,466
3,175,879
1, 252, 544
264,174

6,896,063

101, 541, 564

5,802
571

2,197,093

2, 203,466

9,690
826

10, 516

12,955,353

1,069,238
242

145,359
246,314
449,355
791,584

95,205,937

2, 207,921
3,197,085
1, 296,349
266,416

6,967,771

102,173, 708

5,752
567

2,201,602

2,207, 921

9,515
822

10,337

13,914,391

75,921
238

179, 294
279, 843
434,672
845,778

101,073,522 ^

C
2,224,852 ^
3,334, 218
1, 225, 731 o
274,420 Hr

7,059, 221 H=

108,132,743 ft

O
O

5,229 g
437 H

2, 219,186 î
id

2. 224,852 O

f<
8,558 M
512 #

9,070 O

12,825,333 W

C
U

R
R

oo
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14 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 aggregate 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 owned _.
All other assets

Total assets ._-

LIABILITIES
Deposits:

Demand of individuals, partnerships, and corpora-
tions .- - - -- -.

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. .

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

70.14
22.22
1.06

2.12
2.93
1.53

6.58

100.00

1950

Percent
36.70
4.82
.15

2.57

44.24

30.11
12.74
11.75

.66

.01

.49

100.00

53.53
19. 55
1.96
5.87
9.39
1.77

92.07

71. SO
20.77
1.42

2.06
3.01
1.44

6.51

100.00

.SI, 1949-52

1951

Percent
34.22
5.19
.15

2.34

41.90

31.56
12.84
12.48

.66

.02

.54

100.00

53.39
19.30
2.18
5.77
9.53
1.75

91.92

71.21
20.71
1.59

2.05
3.00
1.44

6.49

100.00

1952

Percent
33.24
5.53
.15

2.04

40.96

33.41
12.43
11.98

.69

.02

.51

100.00

52.42
19.90
2.99
5.80
9.17
1.51

91.79

70.41
21.38
1.68

2.06
3.08
1.39

6.53

100.00

FIDUCIARY ACTIVITIES OF NATIONAL BANKS

As of December 31, 1952, 1,758 national banks have been authorized
by the Board of Governors of the Federal Reserve System to admin-
ister fiduciary accounts under grant of trust powers, either full or
limited. In addition, 23 national banks have been authorized to act
in some specific fiduciary capacity. Two hundred and sixty-eight
banks are not acting under any of their granted fiduciary powers.
During the year ended December 31, 1952, 1,622 examinations were
made of trust departments, including 62 trust department examina-
tions in branches.

Trust department assets totaled $39,666,000,000 as of December 31,
1952, compared to $36,137,000,000 as of December 31, 1951, and
$10,655,000,000 as of December 31, 1942. While carrying values
for trust assets have not been standardized throughout the country,
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there have been relatively few changes of system within individual
organizations. Because of the relatively few changes of system,
these figures are comparable although they do not reflect total
current market values. The above total trust department assets
include $26,113,000,000 in agency, escrow, and custodianship accounts
held in the trust department which seldom involve discretionary
supervision.

Outstanding bond and debenture issues for which national banks are
acting as trustee total $16,052,000,000 in 7,217 accounts, as of De-
cember 31, 1952. There were $14,551,000,000 outstanding as of De-
cember 31, 1951, and $9,036,000,000 as of December 31, 1942. Na-
tional banks are also acting as registrar for 3,615 accounts, and as
transfer agent for 3,352 accounts.

Gross trust department income of national banks totaled $80,627,000
during 1952 compared to $75,130,000 in 1951 and $32,981,000 in 1942.
Many banks make no record of expense or estimation of allocated
overhead and therefore no tabulation can be accomplished for net
earnings of trust departments throughout the country. Losses to
national banks through trust department operations continue to be
almost negligible.

EARNINGS, EXPENSES, AND DIVIDENDS OF NATIONAL BANKS FOR
YEAR ENDED DECEMBER 31, 1952

The net profits of national banks before dividends for the calendar
year 1952 were $562,000,000, which amounted to 8.17 percent of
average capital funds. Net profits for the previous year were
$507,000,000, or 7.79 percent of average capital funds.

Net earnings from operations of $1,089,000,000 showed an increase
of $114,000,000 over the previous year. Adding to net earnings from
operations, profits on securities sold of $20,000,000 and recoveries on
loans and investments, etc. (including adjustments in valuation
reserves) of $61,000,000, and deducting losses and chargeoffs (including
current additions to valuation reserves) of $203,000,000 and taxes on
net income of $405,000,000, the net profits of the banks before divi-
dends for the year 1952 were $55,000,000 more than for the year 1951.

Gross earnings were $2,751,000,000, an increase of $296,000,000 over
1951. The principal items of operating earnings in 1952 were
$1,537,000,000 from interest and discount on loans, an increase of
$196,000,000 over 1951, and $634,000,000 from interest on United
States Government obligations, an increase of $65,000,000. Other
principal items of operating earnings were $164,000,000 from interest
and dividends on securities other than United States Government
obligations, an increase of $16,000,000 over the previous year, and
$136,000,000 from service charges on deposit accounts, an increase of
$7,000,000. Operating expenses, excluding taxes on net income, were
$1,662,000,000 as against $1,479,000,000 in 1951. Principal operating
expenses were $822,000,000 for salaries and wages of officers and
employees and fees paid to directors, an increase of $76,000,000 over
1951, and $261,000,000 expended for interest on time deposits, an
increase of $42,000,000.
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16 REPORT OF THE COMPTROLLER OF THE CURRENCY

Cash, dividends declared on common and preferred stock in 1952
totaled $259,000,000 in comparison with $248,000,000 in the previous
year. The rate of cash dividends was 3.77 percent of the average
capital funds. The cash dividends in 1952 were 46 percent of the net
profits available for the year. The remaining 54 percent of net profits,
or $303,000,000, was retained by the banks in their capital funds.

Interest and dividends on securities represented 29 percent of gross
earnings for the year, with^the banks* in^the ̂ twelfth {Federal ̂ Reserve
District showing the lowest ratiofatj22jpercent, while banks in the
seventh district showed 37 percent, the highest ratio. Interest and
discount on loans accounted for 56 percent of the banks' earnings,
varying from 49 percent in the seventh district to 62.3 percent in the
twelfth district. Salaries, wages, and fees took over 29 percent of
gross earnings, ranging from 28 percent in the fourth district to 32
percent in the ninth district. Current operating earnings before
income taxes were more than 39 percent of gross earnings, ranging
from 37.4 percent in the ninth district to 41.6 percent in the fifth
district.

The rate of interest and dividends received on the average securities
held during the year was 1.84 percent, and varied from 1.76 at the
banks in the second district to 1.99 percent for banks in the third
district. On the average loans and discounts the rate of interest and
discount varied from 3.76 percent in the second district to 5.07 per-
cent in the twelfth district. The national average was 4.53.

Current operating earnings before income taxes were 16 percent
on the average total capital accounts, varying from 12 percent in the
third district to 21 percent in the twelfth district. Net profits after
income taxes but before dividends were, as noted above, 8.17 percent
on the average capital accounts, ranging from 6.46 in the first district
to 10.32 percent in the twelfth district.

Summaries of the earnings, expenses, and dividends of national
banks for the years ended December 31, 1951 and 1952, are shown
in the following table.

Earnings, expenses, and dividends of national banks for years ended Dec. 31, 1951
and 1952

[In millions of dollars]

1952 1951 Change
since 1951

Number of banks1

Capital stock (par value) *_.
Capital accounts 3 _

4,916
2,177.9
6,875.1

4,946
2,058.1
6,506.4

- 3 0
+119.8
+368.7

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..

633.7
164.2

1,536.8
136.3
279.6

568.8
148.2

1,340.7
129.2
267.4

+64.9
+16.0

+196.1
+7.1

+12.2

Total . 2,750.6 2,454.4 +296.2

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.

a 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.
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Earnings, expenses, and dividends of national banks for years ended Dec. 81, 1951

and 1952—Continued
[In millions of dollars]

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

To ta l . . . .

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

Allother—-

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

Allother—

Total

Profits before income taxes..

Taxes on net income:
Federal
State -

Total _ - - . .

Net profits before dividends

Cash dividends declared:
On preferred stock
On common s tock. . . __

Total

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

coveries above):
On securities
On loans . . . _

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

On securities
On loans

Stock dividends (increases in capital s tock) . . .

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

1952

821.9
261.0
78.6
42.2

458.1

1,661.8

1,088.8

6.9
14.8
20.2

11.7
14.9
12.6

81.1

61.2
16.7

11.3
84.0
30.0

203.3

966.6

388.0
17.1

405.1

561.5

.4
258.7

259.1

2.4
21.3

15.3
41.0
77.5

Percent
60.42
8.17

11.90
3.77

1951

745.7
218.6
77.0
37.1

401.0

1,479.4

975.0

5.6
7.1

39.7

12.1
12.1
19.0

95.6

51.2
17.2

9.6
125.6
27.5

231.0

839.6

317.4
15.5

332.9

506.7

.6
247.2

247.8

1.1
19.7

6.4
44 3
56.8

Percent
60.28
7.79

12.04
3.81

Change
since 1951

+76.2
+42.4
+1.6
+5.1

+57.1

+182.4

+113.8

+1.3
+7.7

-19.5

—.4
+2.8
-6.4

-14.5

+10.0
- . 5

+1.7
-41.6
+2.5

-27.7

+127.0

+70.6
+1.6

+72.2

+54.8

- . 2
+11.5

+11.3

+1.3
+1.6

+8.9
—3.3

+20.7

Percent
+.14
+.38
- . 1 4
- . 0 4

NOTE.—Figures are rounded to the nearest tenth of a million and may not equal totals.
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STRUCTURAL CHANGES1IN THE NATIONAL BANKING SYSTEM

The authorized capital stock of the 4,916 national banks in existence
on December 31, 1952, consisted of common capital stock aggregating
$2,220,017,490, a net increase during the year of $122,710,428, and
preferred capital stock aggregating $5,666,580, a net decrease during
the year of $6,386,194. These figures include one inactive bank and
adjustments in the number of banks and amount of capital stock
resulting from consolidations under the act of November 7, 1918, as
amended, which were not reflected in the reports of condition received
in response to the call for such reports as of the close of business on
December 31, 1952.

In addition to 23 applications with proposed common capital stock
of $3,815,000 carried over from the previous year, 43 applications
were received to organize national banks and to convert State banks
into national banking associations with proposed common capital
stock of $7,702,500. Of these applications, 16 with proposed common
capital stock of $2,850,000 were approved; 16 with proposed common
capital stock of $2,550,000 were rejected and the remainder had been
abandoned or were still pending on December 31. From the applica-
tions carried over from the previous year and those approved during
1952, 15 national banking associations with common capital stock of
$2,222,000 were authorized to commence business.

During the year, 11 State banks and 43 national banks were con-
solidated under authority of the act of November 7, 1918, as amended,
into 26 national banking associations with common capital stock of
$64,683,075. Four of these cases were mergers under the provisions
of sections 4 and 5 of the act and included 2 State banks and 8 national
banks. Approximately $157,000,000 of assets were brought into the
national banking system by reason of the 11 State banks being con-
solidated with national banks. In addition, national banks reported
the purchases of 22 State banks, with capital stock of $3,739,461 and
assets of approximately $151,807,513.

During the year, 17 national banks with common capital stock of
$2,075,000 went into voluntary liquidation in the manner provided
in sections 5220 and 5221 of the United States Revised Statutes. Of
these banks, 9 with common capital stock of $1,275,000 and assets of
$44,832,762, were succeeded by national banks; 7 with common capital
stock of $775,000"and assets of $31,758,237, were succeeded by State
banks and 1 with common capital stock of $25,000 and assets of
$280,780, paid its depositors and quit business. Also, during the
year 6 national banks with common capital stock of $1,685,000 and
assets of $88,474,044, were converted into State banks, and 6 national
banks with common capital stock of $1,087,870, 1 of which also had
$39,630 of preferred capital stock, and assets of $46,212,985, were
consolidated with or merged into State banks, all under the provisions
of Public Law 706 (12 U. S. C. 214) and under the laws of the States
where the banks were located.

Changes in the number and capital stock of national banks during
the year ended December 31, 1952, are shown in the following
summary.
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Organization, capital stock changes, and national banks

the year ended Dec. 81, 1952

Increases:
Banks newly chartered:

Primary organizations
Reorganizations _ . _ .
Conversions of State banks

Capital stock:
162 cases by statutory sale
249 cases by statutory stock dividend
19 cases by stock dividends under articles of associa-

tion
1 case by conversion of preferred stock
16 cases by statutory consolidations

Total increases.

Decreases:
Banks ceasing operations:

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

Statutory consolidations _
Conversions into State banks _..
Merged or consolidated with State banks (Public

Law 706)-
Receiverships

Capital stock:
42 cases by retirement
3 cases by statutory reductions
7 cases by statutory consolidations

Total decreases ___ -

Net change . .
Charters in force Dec. 31,1951, and authorized capital stock-

Charters in force Dec. 31,1952, and authorized capital stock-

Number
of banks

15

15

9
7
1

17
6

6

46

-31
4,947

4,916

closed as reported during

Capital stock

Common

$2,222,000

44, 334,833
74,368,090

2,302,300
86,000

5,554,325

128,867, 548

1,275,000
775,000
25,000

1,685,000

1,087,870

248,000
1 061 250

6,157,120

122, 710,428
2,097, 307,062

2,220, 017,490

Preferred

$39,630

6, 346, 564

6, 386,194

- 6 , 386,194
12, 052, 774

5, 666, 580

BRANCHES

On December 31, 1952, 389 national banks were operating a total of
2,421 branches and 9 seasonal offices. In 9 of the States, namely,
California, Massachusetts, Michigan, New Jersey, New York, Ohio,
Oregon, Pennsylvania, and Washington, there were 219 national
banks operating 1,788 branches, which was approximately 74 percent
of the number of all branches at the end of the year.

During the year ended December 31, 1952, 177 branches were
brought into the national banking system. Of the 177 branches, 106
were authorized to operate in places other than the city in which the
parent bank is located. During the same period, 13 branches were
discontinued, 7 through actions of the boards of directors of the parent
banks, one through the conversion of the parent bank into a State bank
under the provisions of Public Law 706 (12 U. S. C. 214) and the laws
of the State where the parent bank was located, and 5 through the
consolidation under the act of November 7, 1918, as amended, of the
parent banks with other national banks for which the branches were
reauthorized.

Of the 177 branches authorized, 175 were operating on December 31,
1952. There was a net gain in the system of 163 operating branches in
the year.
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NATIONAL BANK NOTES OUTSTANDING

There were, as of December 31, 1952, $76,218,153 of national bank
notes outstanding.

DISTRIBUTION OF ALL BANKS

On December 31, 1952, there were 14,596 commercial and savings
banks in the United States and possessions, with deposits of $196,-
431,356,000. Of these banks, 13,645, or 93 percent, with 96 percent
of the deposits, were insured banks. The 4,909 national banks,
members of the Federal Reserve System, represented 34 percent of all
banks and held 50 percent of the total deposits. The 529 mutual
savings banks, of which 206 were insured, held $22,621,239,000 of
deposits.

Classification of all banks, Dec. 31, 1952

Insured banks:
National
State member:

Commercial
Mutual savings

Nonmember:
State commercial1

Mutual savings

Total insured banks

Uninsured banks:
Nonmember:

State commercial and pri-
vate *___

Mutual savings

Total uninsured banks

Total all banks

Banks

Number
of

banks

4,909

1,886
3

6,644
203

13,645

628
323

951

14, 596

Percent
of grand

total

33.63

12.92
.02

45.52
1.39

93.48

4.30
2.22

6.52

100.00

Change in
12 months
(percent
of grand

total)

-0.11

- . 0 5
0

+.30
+.03

+.17

- . 1 6
- . 0 1

- . 1 7

Deposits

Amount
(000

omitted)

$98, 974,159

48, 532,929
20,322

23, 849, 939
16, 764, 701

188,142,050

2,453, 090
5,836,216

8,289, 306

196,431, 356

Percent
of grand

total

50.39

24.71
.01

12,14
8.53

95.78

1.25
2.97

4.22

100.00

Change in
12 months
(percent
of grand

total)

-0.08

- . 3 8
0

+.26
+.30

+.10

- . 1 0
0

- . 1 0

1 Includes 6 nonmember insured national banks.
2 Includes 1 nonmember uninsured national bank.

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, 1952, amounted to $214,831,000,000, an
increase of $10,968,000,000 since December 31, 1951.

The total deposits at the end of 1952 amounted to $196,431,000,000,
an increase of $9,827,000,000 over 1951. Included in the latter aggre-
gate are deposits of individuals, partnerships, and corporations of
$162,050,000,000, an increase of $7,572,000,000 in the year. Deposits
of the United States Government, including postal savings deposits,
were $5,381,000,000, an increase of $1,653,000,000, or 44 percent;
deposits of States and political subdivisions amounting to $10,687,000,-
000 showed an increase of $585,000,000, or 6 percent, and deposits of
banks of $15,336,000,000 were $232,000,000, or 2 percent, more than
in 1951.

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

1952



REPORT OF THE COMPTROLLER OF THE CURRENCY 21

Loans and discounts amounted to $75,929,000,000 in December
1952 after deducting reserves of $1,077,000,000 for possible future
losses. The net loans were $7,928,000,000, or 12 percent, over the
amount reported as of the end of 1951. Commercial and industrial
loans of $28,041,000,000 were 8 percent more than the 1951 figure; real
estate loans of $27,245,000,000 were up 10.5 percent, and all other
loans of $21,720,000,000 increased 19 percent.

The banks held obligations of the United States Government, direct
and guaranteed, of $73,011,000,000 in December 1952, an increase of
$1,416,000,000, or 2 percent, in the jeQ,r. Obligations of States and
political subdivisions held amounted to $10,564,000,000, an increase of
$1,171,000,000, and other securities held amounted to $6,885,000,000,
an increase of $287,000,000. The total of all securities held at the end
of 1952 was $90,460,000,000, and represented 42 percent of the banks'
total assets. At the end of the previous year the ratio was 43 percent.

Cash and balances with other banks, including reserve balances, in
1952 were $45,764,000,000, slightly more than at the end of the
previous year.

Total capital accounts were $15,454,000,000, compared to $14,-
706,000,000 at the end of 1951, an increase of 5 percent.

A statement of the assets and liabilities of all classes of active banks
at the end of December 1951 and 1952 follows.

Assets and liabilities of all banks in the United States and possessions, 1951 and 1952

[In millions of dollars]

Dec. 31,
1952

14, 596

28, 041

726
3,221

3,188
27,245
12,836

158
1,591

77,006
1,077

75, 929

73, 011
10, 564
6,146

739

90,460

2,939

42,825
1,442

41

101
341
753

214,831

Dec. 31,
1951

14, 636

26,040

290
3,140

2,585
24, 648
10, 597

149
1,549

68, 998
997

68, 001

71,595
9, 393
5,989

609

87, 586

2,891

42, 826
1,331

37

105
349
737

203, 863

Change
since 1951

—40

+2,001

+436
+81

+603
+2, 597
+2, 239

+9
+42

+8, 008
+80

+7, 928

+1,416
+1,171

+157
+130

+2,874

+48

- 1
+111

+4
- 4

+16

+10, 968

Number of banks

ASSETS

Commercial and industrial loans (including open market paper)
Loans to farmers directly guaranteed by the Commodity Credit

Corporation
Other loans to farmers
Loans to brokers and dealers in securities and other loans for the

purpose of purchasing or carrying securities
Real estate loans -.. -
Other loans to individuals
Loans to banks
All other loans (including overdrafts)

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
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Assets and liabilities of all banks in the United States and possessions, 1951 and
1952—Continued
[In millions of dollars]

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 an<̂  debentures - __ _ _

Total capital accounts

Total liabilities and capital accounts

Dec. 31,
1952

100,141
61,909
5,381

10, 687
15, 336
2,977

196,431

131, 722
64, 709

196

363
2,387

199, 377

47
33

3,937
7,776
3,066

595

15, 454

214, 831

Dec. 31,
1951

97,006
57,472
3,728

10,102
15,104
3,192

186, 604

126, 680
59,924

44

378
2,131

189,157

40
51

3,749
7,262
3,027

577

14, 706

203,863

Change
since 1951

+3,135
+4,437
+1 , 653

+585
+232
-215

+9,827

+5,042
+4,785

+152

- 1 5
+256

+10, 220

+7
-18

+188
+514
+39

+18

+748

+10,968

NOTE.—Figures for nonnational banks obtained from the Federal Deposit Insurance Corporation.

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, 1952. Reports were required as of March 31, June 30,
September 5, 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, unless waived by the
Comptroller, of their affiliates and holding company 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 powers conferred upon him by law, the Comp-
troller obtained from each national bank during the period indicated
semiannual reports of earnings, expenses, and dividends; also reports
of condition of foreign branches as of December 31, 1952.

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, 1952.

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. 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, 1952, and
reports of receipts and disbursements for the year ended December
31, 1952.

Detailed figures from reports of condition and earnings and divi-
dends 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.

Until the close of the calendar year 1951 a national bank was
required to furnish a list of all of its affiliates at each call date, includ-
ing the amount of its loans and investments in each affiliate, and to
furnish also reports of certain affiliates on a prescribed form and proof
of publication of such reports in a newspaper. Beginning with the
first call in 1952 the Comptroller waived the requirements for a list of
the affiliates, and in addition further revised the waiver requirement
for reports of affiliates to provide principally that reports of affiliates
(other than holding company affiliates) need not be submitted and
published in a newspaper unless the affiliate is indebted to the national
bank or the bank owns obligations of the affiliate and the aggregate
of such indebtedness or investment is carried as an asset on the bank's
books at a value in excess of $5,000 or 1 percent of the bank's capital
and surplus, whichever is the greater. Previously the waiver provided
that reports should be submitted and published when the aggregate
of the indebtedness or the investment was carried at a value in excess
of $5,000 or 1 percent of the bank's capital and surplus, whichever is
the smaller.

At the end of December 1952, 310 national banks in the country
and 2 non-national banks in the District of Columbia which are mem-
bers of the Federal Reserve System submitted 347 reports of affiliates.
Included in these figures are 201 banks in 26 States which are members
of 25 holding company groups. The number of banks in each holding
company group varied from 1 to 48. The actual number of reporting
affiliates was 171.

LIQUIDATION OF INSOLVENT NATIONAL BANKS

During the year ended December 31, 1952, there were no failures
of national banks. The liquidation of one insolvent national bank
under the direction of the Comptroller of the Currency was completed
during the year, leaving only one such receivership in process of
liquidation as of December 31, 1952. This one remaining receivership
was involved in litigation.
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ISSUE AND REDEMPTION OF NOTES

One thousand four hundred and seventy-five shipments of Federal
Reserve currency were made from Washington, D. C , during the
year ended December 31, 1952, to Federal Reserve agents and Federal
Reserve branch banks, aggregating $8,986,460,000, and in addition, 23
deliveries were made to the Treasurer of the United States aggregating
$119,800,000.

Four thousand nine hundred and seventy-seven lots of unfit Federal
Reserve currency were received for verification and certification for
destruction consisting of 482,385,664 notes aggregating $5,681,974,480.

There were received 34 lots of national bank notes for verification
and certification for retirement and destruction consisting of 246,243
notes aggregating $3,993,020.

One hundred fifty-seven thousand one hundred and twenty-one
fragments or charred Federal Reserve and national bank notes aggre-
gating $2,947,955 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, 1952, 9,212 examinations of
banks, 4,431 examinations of branches, including 24 foreign branches,
1,622 examinations of trust departments, and 28 examinations of
affiliates were conducted. Nine State banks were examined in con-
nection with conversions to or consolidations with national banks.
Investigations were also conducted in connection with applications
for 31 new charters and 202 new branches.

ORGANIZATION AND STAFF

On December 31, 1952, the Office of the Comptroller of the Cur-
rency had in its employ 1,150 persons. Of these, 198 were assigned to
the Washington office, including 34 in the Federal Reserve Issue and
Redemption Division, which is an expense of the Federal Reserve
banks. During the year, the total personnel in the Washington office
was reduced by 7 and the total field force was increased by 31 persons.

Seventeen national bank examiners and 85 assistant national bank
examiners left the service during the year. In the same period 19
assistants were commissioned national bank examiners, 1 former ex-
aminer was reappointed and 1 returned from military furlough, while
121 new assistants were appointed, 7 returned from military furlough
and 6 were placed on military furlough, leaving a total of 262 examiners
and 567 assistants in the service at the end of the year. The 262
examiners have an average term of service, including service as assist-
ants, in excess of 19 years.
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On February 18, 1952, Mr. G. W. Garwood, a career employee who
had served with the office in various positions for approximately 27
years, was appointed Third Deputy Comptroller to fill the vacancy
created through the resignation of Mr. J. L. Kobertson, First Deputy
Comptroller. On this same date Mr. L. A. Jennings was promoted
from Second to First Deputy Comptroller, and Mr. W. M. Taylor
from Third to Second Deputy Comptroller.

EXPENSES OF THE BUREAU

The following is a summary of the operating expenses of the Bureau
for the year ended December 31, 1952:

Salaries - -
Per diem _
Transportation
Supplies, printing, books, and periodicals
Rent -._
Furniture and fixtures
Communications __
Mis cellaneous

Total

Bank supervi-
sion

$5, 878,839.92
1, 095,183.15

346, 470. 35
85,311.83

137, 243.84
10,153. 34
20, 597. 47
19, 654. 92

7, 593,454.82

Currency issue
and redemp-

tion

$124, 898.23
0
0

2,033. 64
0
0

352.06
9, 210. 48

136,494.41

Total

$6,003, 738.15
1,095,183.15

346, 470. 35
87, 345.47

137,243.84
10,153. 34
20, 949. 53
28,865. 40

7, 729, 949.23

Funds used in payment of the bank supervision costs are derived
from assessments against the banks supervised. The cost of operat-
ing the Division which handles the currency issue and redemption
functions is paid by the Federal Eeserve Banks.
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ANNUAL REPORT
OF THE

COMPTROLLER OF THE CURRENCY

The status and affairs of the national banking system at the end
of 1953 may be described as sound in asset quality and capital strength,
adequately liquid, reasonably profitable, expanding in number of
banking offices through the establishment of branches, and contracting
in number of unit banks because of consolidations, mergers, or sales
to purchasing banks.

The 4,864 national banks had total resources of $110 billion and
deposits of $101 billion at the end of the year. This represents
approximately 50 percent of the banking resources and deposits in
the nation's commercial and savings banks. State chartered banks
and trust companies, exclusive of mutual savings banks, numbered
9,146 at the end of 1953 and had total resources of $84 billion. Five
hundred and twenty-eight State chartered mutual savings banks
had total resources of $27 billion.

The asset structure of the 4,864 national banks did not change
to any marked extent during the year although loans increased $1.8
billion, more than absorbing a $1.7 billion increase in the deposit
structure, to an all-time high level of $38.5 billion, exclusive of $554
million of valuation and general reserves for bad debts. U. S. Gov-
ernment obligations were reduced $348 million to $35.6 billion, and
holdings of municipal, corporate, and special revenue bonds were
increased $258 million to $8.4 billion.

The adequately liquid position maintained by the national banking
system is apparent in the fact that cash, balances due on demand
from correspondent banks, and United States bonds were equal at
the year end to 81.5 percent of demand deposits and 62 percent of
total deposit liabilities.

In furtherance of an important objective of the Comptroller's
office that national banks be adequately capitalized, new capital
stock was sold by 165 banks in 1953 to yield over $80 million of
additional strength to their capital structures. During the year,
shareholders of national banks approved 256 dividends payable in
common stock in the sum of almost $50 million. For the eight year
period ending with 1953 capital sale programs by 1,186 national
banks have provided $554 million of additional capital funds.

The 4,849 national banks which were in the system for the entire
year, increased their capital structures $402 million and added $39
million to reserves for bad debts. Not including the banks that
entered or left the national system during the year, the increase in
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capital structures and reserves of national banks in 1953 was $441
million.

Including $554 million of reserves for bad debts and valuation
reserves, the capital structures of all national banks at the end of
1953 amounted to nearly $8 billion. In relation to $110 billion of
assets, less $67.4 billion of assets represented by cash or its equiva-
lent, United States Government securities, and loans guaranteed or
insured by agencies of the Federal Government, the national banking
system held $1 of capital funds, valuation reserves, and reserves for
bad debts as protection for the risk involved in each $5.43 ($5.55 at
the end of 1952) of its remaining loans, municipal and corporate
bonds, and other assets.

Although the volume increased, assets (largely loans) classified
"substandard" or "doubtful" by national bank examiners during
their second round of examinations in 1953 aggregated $420 million,
an amount less than the reserve for bad debts and equal to only 5.3
percent of capital accounts and reserves. "Especially mentioned"
loans which involve credit weaknesses of a lesser degree were listed
in reports in the amount of $781 million, a 14.9 percent increase
over 1952, but equal to only 9.8 percent of capital structures and
reserves. Normally, only a minor proportion of "especially men-
tioned" loans deteriorate to a point warranting their subsequent
classification as "substandard," "doubtful," or "loss."

Mimeograph No. 6209 was issued on December 8, 1947, by the
Internal Revenue Service prescribing a formula whereby, in lieu of
awaiting occurrence of specific losses on loans, commercial banks
could establish and maintain reserves for bad debts as permitted
under the Internal Revenue Code. Loans on which losses ultimately
develop are made usually during periods of prosperity, but the losses
may not become apparent until a period in which economic condi-
tions are less favorable. The reserve formula is based upon the sound
premise that a normal proportion of loss may be expected in the
business of lending and it is appropriate that such loss be regarded
as a legitimate business expense against which a reasonable tax free
reserve should be established. The formula prescribed by Mimeo-
graph No. 6209 bases the reserves primarily upon the loan loss experi-
ence of each bank over the preceding 20-year period. Because of the
upward swing of the business cycle which commenced in 1934 and
the consequent low loss experience during subsequent years, per-
missible bad debt reserves which are based only on the low loss
experience of recent years may be insufficient to meet future needs.
This situation has been accentuated by the sharp upward trend in
loan volume since 1946. Careful studies were instituted to deter-
mine whether an appropriate revision of the formula could be made
and in April 1954 the Internal Revenue Service issued supplemental
Mimeograph No. 54-55, applicable to taxable years after December
31, 1953, which permits a bank, as an alternative to the existing
method, to use an average experience factor based on any 20 con-
secutive years of its own experience after the year 1927.

The aggregate sum of the reserves for bad debts established on the
moving average basis and maintained by 2,523 national banks as of
December 31, 1953, was $483,916,000. The 2,523 national banks
maintaining such reserves held gross loans of $34.4 billion, or 89 per-
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cent of the loans held by the 4,864 banks in the national banking sys-
tem. The reserves for bad debts are equal to 1.41 percent of the
loans held by the 2,523 national banks concerned.

Loans and discounts held by the national banking system remained
relatively steady as to amount during the first half of 1953. The fall
expansion was less than that expected, based on the similar 1952
period, and was probably influenced to a large degree by a lower
rate of additions to inventories, and adjustments involved in shifting
industrial production from war materiel to civilian goods. Commerical
and industrial loans of $16.5 billion as of December 31, changed little
from the September 30 figure, and were down only 2.5 percent from
December 31, 1952. Loans to brokers and for the purpose of pur-
chasing or carrying stocks, bonds, and other securities advanced
10.7 percent in the year to $1,659 million.

The volume of consumer credit, repair, modernization, other install-
ment and single payment loans continued to enlarge. They reached
a level of $8.1 billion on December 31, a 14 percent gain through the
year. However, the year-to-year gain in 1953 fell short of the ex-
perience in previous years. For the first time in any one year since
it has been reported separately, retail automobile installment paper
in national banks at the year end, amounting to $2.5 billion, dropped
slightly below that held at the end of an earlier quarter. The aggre-
gate of consumer credit extended by all commercial banks and finance
companies as of December 31, 1953, was $22 billion of which commer-
cial banks held $8.8 billion, or 40 percent. The national banking
system held $5.9 billion of strictly installment type credit which,
after adjustment for non-consumer-type loans and hypothecated
deposits, represented 59 percent of all consumer credit loans in the
hands of commercial banks.

In the overall picture, the general trend of total gross loans of $38.5
billion at the year end continued its upward swing led by the heavy
gain in loans to farmers directly guaranteed by Commodity Credit
Corporation. These loans on December 31, 1953, totaled $1.1 billion
as opposed to the year's low point of $115,039,000 on June 30, a
gain in 6 months of over 900 percent, and up $861 million, or 280
percent for the year. This advance alone accounted for nearly 46
percent of the year's rise in all loans and discounts. The newly
established program of the Commodity Credit Corporation whereby
participations in pooled commodity loans were made available in
convenient form resulted in many national banks being attracted
into this field.

New housing starts in the United States of 1,050,000 units in 1953
costing $11.9 billion resulted in the maintenance of a strong demand
for mortgage money and the upward trend in residential real estate
mortgage lending which reached a level in national banks of $6.9
billion in December, a gain of 6.37 percent for the year. The total
increase of $415 million in the three mortgage loan categories, Federal
Housing Administration, Veterans' Administration, and Conventional
in 1953 was less than for the year 1952 with the greatest difference
occurring in loans insured by the Federal Housing Administration
where the rate of gain fell off 5.2 percent.

Certain categories of loans were less in amount but were offset
by others that gained, and the 5.1 percent advance in the aggregate
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since December 31, 1952, indicates that the national banking system
continues to accept its full share of responsibility in meeting the
essential credit needs of the country.

Investment securities of national banks continue to constitute
a major element of strength from the standpoints of asset quality
and liquidity in the asset structure of the national banking system.

The range in maturities of United States Bonds, municipal and other
investment securities is significant. The following table is illustrative:

Recapitulation by Maturities
[United States bonds as of Dec. 31,1953; municipal and other bonds as of various examination dates during

the last half of 1953]
[Figures in millions of dollars]

Short term (maturing up to 5 years)
Medium term (maturing between 5 and 10 years)
Long term (maturing after 10 years)

Total

United
States
bonds

i 26,833
5,888
2,842

35, 563

General
obligation
municipal

bonds

2,804
1,542
1,158

5,504

Special
revenue

municipal
authority
and corpo-
rate bonds

1,828
440
538

2,806

Total

31,465
7,870
4,538

43,873

i Includes nonmarketable bonds of $1,318,000,000.

As compared to a similar table as of December 31, 1952, United
States bonds have decreased 1 percent; the overall investment secu-
rities have decreased 0.6 percent. These decreases are relatively
small as compared to the 5.1 percent increase in loans and discounts
in the same interim. General obligations of municipalities, over the
same period, increased 4 percent, reflecting appreciation of tax advan-
tage through such holdings as well as the attractiveness of many of
the issues themselves.

The credit strength of general obligations of municipalities, cor-
porate issues and special revenue municipal authority obligations held
by national banks continues to be at a high level.

In the above table, special revenue bonds issued by municipal
authorities approximated $720 million. This type of financing is
becoming increasingly important and, as a natural consequence,
larger holdings of such issues are being carried in the investment
accounts of national banks. The holdings, however, are not an
important percentage of the investment securities as a whole.

The aggregate investment in bank premises owned and furniture
and fixtures, now equal to 10.9 percent of capital accounts, continues
to expand at a rapid rate although the net year-to-year increase in 1953
was slightly less than the highest gain which occurred in 1952. The
Office of the Comptroller considered an increased number of proposals
to construct new banking houses, the cost of which would exceed the
amount of the capital stock of the applying bank. Section 24A,
paragraph 1, of the Federal Reserve Act prohibits a national bank
from investing in its bank premises an amount in excess of its capital
stock without the approval of the Comptroller of the Currency. In
most of the cases, existing capital structures were sufficiently large to
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REPORT OF THE COMPTROLLER OF THE CURRENCY 5

justify approval. However, in a few instances the sale of additional
capital stock was required as a condition of approval. The activity
is accounted for by the remodeling of outmoded structures and the
construction of buildings to house head offices and many new branches
to accommodate expanding business. The following table reflects
the trend of the aggregate of fixed asset investments for a period of
5 years:

[Amounts in thousands of dollars]

Year

1949 .
1950__
1951
1952 - . . . . _-.
1953

Bank prem-
ises owned,
furniture

and fixtures

599,582
636,825
683,826
747,912
807, 527

Percent of
capital

accounts

10.10
10.06
10.25
10.59
10.90

Net increase
each year

after depreci-
ation

26,025
37,243
47,001
64,086
59, 615

Percent
of in-
crease

4.5
6.2
7.4
9.4
8.0

The examination report form was revised in 1953 to incorporate in
one specific section all matters pertaining to internal audit controls.
This was done in order to assist bank managements and the Comp-
troller in determining the adequacy of the internal controls and audit-
ing procedures in each bank and to initiate and facilitate corrective
measures where necessary. A review of the information developed by
the use of the revised form of report in banks with less than $7,500,000
total resources, which ordinarily do not employ a full-time auditor,
discloses that the exceptions most frequently occurring are, (1)
inadequate control of vault cash, (2) lack of sole access on the part of
tellers to the cash for which they are responsible, (3) instances where
employees are allowed to receive deposits and post ledgers without the
employment of mechanical or other safeguards, and (4) where officers
and employees do not take at least 2 consecutive weeks' annual
vacation.

Much constructive work has been done by the managements of
banks, the American Bankers Association, the National Association of
Bank Auditors and Comptrollers, and the State and Federal bank
supervisory agencies in developing stronger auditing and control
procedures. The efforts of the Comptroller of the Currency will be
continued to reduce or eliminate those weaknesses which still exist.

In order to facilitate and provide for a fuller and more complete dis-
closure of the amount of loans, certificates of interest and obligations,
or portions thereof, held by national banks which were fully backed or
insured by agencies of the United States Government, the report of
condition form used for the December 31, 1953, call was amended to
include two new Memoranda items. The Board of Governors of the
Federal Reserve System and the Federal Deposit Insurance Corpora-
tion, in conjunction with the 48 State banking departments, made
provisions for State chartered banks to include the same information
in their published statements. The reporting of either of these items
was made optional with the banks. Approximately 30 percent of the
national banks reported amounts in one or the other of the items on
December 31, 1953.

On December 31, 1953, 447 national banks were operating a toial
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of 2,607 branches and 7 seasonal agencies. National banks are per-
mitted to establish branches in only those States where State banks
are permitted by State laws to establish branches. The following
table shows the States in which National and State banks operate
branches, the number of National and State banks engaged in branch
banking and the number of branches in operation in the respective
States, territories and possessions as of December 31, 1953.

State

Number of
national
banks

operating
branches

Number of
national

bank
branches

Number of
State com-

mercial
banks

operating
branches

Number of
State
bank

branches

Total
branches
of com-
mercial

banks in
State

Alabama
Alaska
Arizona
Arkansas
California __.
Colorado 1

Connecticut _
Delaware
District of Columbia..
Florida^
Georgia
Hawaii
Idaho
Indiana
Iowa
Kentucky
Louisiana
Maine
Maryland—
Massachusetts
Michigan
Minnesota i_
Mississippi-
Nebraska *
Nevada
New Hampshire 1

New Jersey
New Mexico
New York
North Carolina
North Dakota..
Ohio
Oregon
Pennsylvania
Rhode Island...
South Carolina
South Dakota
Tennessee
Utah _.
Vermont
Virginia...
Virgin Islands.
Washington
Wisconsin i.

Total..

25
4

50
1

800

32

24

25
46
13
20

105
114

6
7
2

14
1

102
7

251
37

1
1
6

18
37

1
15
8
7
2
9
3
4

47
121
24
33
20
26
33
64

38

119
93

176
10
47
22
63
18

4
49

1
148
15

447 2,614 1,034

1
1

21
20

226
1

44
33
22

2
18
29

9
82

163
30
46
69

116
107
192

6
1

103
14

650
233

22
183
22

131
47
19
29
54
14
7

78

18
135

3,067

26
5

71
21

1,026
1

76
33
46

2
49
50
64

138
163

55
92
82

136
212
306

6
76
2

20
2

205
21

901
270

22
302
115
307

57
66
51

117
32
11

127
1

166
150

5,681

1 Indicates States do not at present permit the establishment of branches.

The total resources of the 447 national banks operating branches
amounted to $60.5 billion, or 75 percent of the total resources held by
the 3,160 national banks operating in those States where the establish-
ment of branches is permitted.

Applications for permission to establish 374 branches were received
by the Comptroller in 1953. Preliminary approval was given to 276 of
these applications, 70 were denied, 12 were withdrawn, and 16 were in
process of investigation at the year end.

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

1953



REPORT OF THE COMPTROLLER OF THE CURRENCY 7

During the year ended December 31, 1953, 218 certificates were
issued to 166 national banks authorizing the opening or establishment
of branches approved during 1953 or in prior years. Of the 218
branches thus authorized, 125 were in places other than the cities in
which the parent banks are located. The newly authorized branches
fall in the following categories:
Branches established at locations of existing banking units in connection

with bank combinations: Number
At locations of head offices of State banks taken over by purchase of

assets and assumption of liabilities 15
At locations of branches of State banks taken over by purchase of

assets and assumption of liabilities 4
At locations of head offices of national banks taken over by purchase of

assets and assumption of liabilities 28
At locations of branches of national banks taken over by purchase of

assets and assumption of liabilities 5
At locations of head offices of State banks merged into or consolidated

with national banks___ 6
At locations of branches of State banks merged into or consolidated

with national banks 6
At locations of head offices of national banks consolidated with or

merged into other national banks 11
At locations of branches of national banks consolidated with or merged

into other national banks

Total 75
Branches established at locations where no previous banking services were

performed 143

Total 218

A further analysis shows that the 218 newly authorized branches
were in the following categories:

Number

In suburban areas of large cities 7
In cities with population less than 5,000 (includes 48 communities that were

bankless prior to the establishment of a branch) 82
In cities with population from 5,000 to 25,000 42
In cities with population from 25,000 to 50,000 32
In cities with population of over 50,000 55

Total 218

By banks with less than $10,000,000 total resources 33
By banks with total resources of $10,000,000 to $25,000,000 56
By banks with total resources of over $25,000,000 129

Total 218

During the year ended December 31, 1953, 26 branches were dis-
continued (as compared to 13 in 1952) under the following circum-
stances :

Number

Upon action of the boards of directors of the parent banks 8
Through consolidation or merger with and sale of assets of parent banks to

other national banks 5
Through consolidation or merger with and sale of assets of parent banks to

State banks 13

Total 26
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8 REPORT OF THE COMPTROLLER OF THE CURRENCY

Of the 218 branches authorized, 210 were operating on December 31,
1953. There was a net gain of 184 operating branches during the
year as compared to 163 in 1952.

The following schedule shows the number of branches authorized
and the number of applications rejected during the last ten years:

•

Branches authorized __
Applications rejected

Total _ . ,_

1944

22
4

26

1945

57
38

95

1946

85
56

141

1947

108
50

158

1948

108
29

137

1949

100
37

137

1950

159
46

205

1951

153
54

207

1952

177
71

248

1953

218
79

297

Total

1,187
464

1,651

The branches authorized, as listed in the above schedule, include
only those branches which opened for business during the respective
years. Some of the applications for permission to establish the
branches were received in preceding years. Likewise, some of the
applications which were rejected were received in the next preceding
year.

During 1953, 20 banks (13 national, 7 State) consolidated with 18
national banks; 2 banks (1 national, 1 State) merged with 2 national
banks during the same period. The 22 absorbed banks had total
deposits of $284,551,378 and total capital structures of $23,778,400.
Approximately $77,000,000 of assets were brought into the National
Banking System by reason of the 8 State banks being consolidated
and merged with national banks. The shareholders of the 22 banks
received cash and book value stock of the continuing banks aggre-
gating $25,272,589, or $1,494,189 in excess of the aggregate book
value of the assets which those banks contributed to the mergers or
consolidations. This excess amounted, on the average, to .52 percent
of the aggregate deposits acquired by the continuing banks.

Thirteen national banks with common capital stock of $8,739,100
and assets of $304,292,034 left the National Banking System by
reason of having been merged or consolidated with and into 13 State
banks.

Two national banks with common capital stock of $285,000 and
assets of $21,188,133 were converted into State banking associations.

Three State banks with common capital of $503,000 and assets of
$13,691,068 were converted into national banking associations.

Thirty-seven national banks assumed the deposit liabilities of 27
other national banks and of 16 State banks in consideration for pur-
chase of assets. Nine State banks assumed the deposits of nine
national banks in consideration for the purchase of assets. The
banks purchased by national banks had total deposits of $95,085,372,
and total capital structures amounting to $17,101,441. Approxi-
mately $64,400,000 of assets were brought into the National Banking
System by reason of the purchases of 16 State banks by national
banks. The nine national banks purchased by State banks had
assets of approximately $65,000,000.

The purchasing national banks, in addition to assuming the selling
banks7 deposit liabilities, paid them $29,961,465 in cash. The cash
payments amounted to $3,860,024 in excess of the book value of the
selling banks' assets, or an average of 4.06 percent of the assumed
deposits. It should be noted that in such transactions payment may
cover assets having value in excess of that shown as book value.
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In only a very small number of cases does the sale and liquidation
of a national bank, or merger or consolidation, result in the termina-
tion of banking facilities in its community. Such facilities are usually
continued by means of a branch of the absorbing bank established on
the premises of the liquidating, merged or consolidated bank. The
records show that 321 national banks ceased operations between
January 1, 1946, and December 31, 1953, but only 9 bankless com-
munities resulted. In these cases, the size of the communities did
not appear large enough to assure profitable operation of a branch or
unit bank.

The usual causes of national banks' selling out, merging, consoli-
dating or liquidating are four in number, namely,

1. Attractive prices offered which the owners find it difficult or
unwise to refuse.

2. Problems of replacing aged management.
3. Desire of owners, for various reasons, to sell their bank at the

best price obtainable.
4. Desire of owners to merge or consolidate so as to create a larger

bank better able to serve the community, cope to better advan-
tage with other banking competition, and to effect more profit-
able operations.

The national banking system continued to maintain its record of
satisfactory earnings throughout 1953. (A detailed commentary on
1953 earnings appears elsewhere in this report.) The following data
are of interest as they disclose the trend since 1935 of national bank
earnings and expenses per one hundred dollars of (1) assets and (2)
capital funds:
Earnings, expenses, etc., of national banks for the years ended Dec. 81, 1935, 1940,

1945, 1950, and 1953
[•Indicates amounts in millions of dollars]

*Total assets at close of year
"•Total capital accounts at close of year
•Gross earnings
Per $100 of assets
Per $100 of capital funds

•Gross expenses
Per $100 of assets
Per $100 of capital funds

*Net earnings from operations
Per $100 of assets
Per $100 of capital funds

*Net asset losses or recoveries (including bond prof-
its, etc.)

Per $100 of assets
Per $100 of capital funds

•Taxes (income)
Per $100 of assets
Per $100 of capital funds

•Net profits before dividends
Per $100 of assets
Per $100 of capital funds

•Cash dividends
Per $100 of assets
Per $100 of capital funds

•Retained earnings
Per $100 of assets
Per $100 of capital funds

1935

28,218
3,105

794
$2.81

$25.58
549

$1.94
$17.69

245
$.87

- 8 7
-$ .31

-$2.78

00

158
$.56

$5.11
113

$.40
$3.65

45
$.16

$1.46

1940

39,734
3,536

865
$2.18

$24.45
599

$1.51
$16.95

266
$.67

$7.50

- 2 4
-$ .06
-$.67
00

242
$.61

$6.83
134

$.34
$3.77

108
$.27

$3.06

1945

90, 536
4,656
1,349
$1.49

$28.98
817

$.90
$17. 54

532
$.59

$11.44

+128
+$.14

+$2.75
170

$.19
$3.66

490
$.54

$10. 53
156

$.17
$3.34

334
$.37

$7.19

1950

97,240
6,329
2,193
$2.26

$34.65
1,337
$1.38

$21.13
856

$.88
$13. 52

1+26
+$.03
+$.41

256
$.26

$4.04
626

$.65
$9.89

230
$.24

$3.63
3 396
$.41

$6.26

1953

110,117
7,410
3,068
$2.79

$41.41
1,845
$1.68

$24.90
1,223
$1.11

$16.51

i -151
-$ .14

-$2.05
466

$.42

606
$.55

$8.18
275

$.25
$3.71
3 331
$.30

$4.47

1 Exclusive of transfers to and from reserve for bad debts and other valuation reserves on loans and
securities but including net losses charged to these reserves.

2 Not called for separately. Included with other taxes in gross expenses. Total taxes paid were $43 million
in 1935, $66 million in 1940.

3 Includes funds transferred to reserve for bad debts and valuation reserves less the amount of assets
charged off against such reserve accounts.
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There is a marked similarity in the growth of assets and gross
operating expenses between the years 1935 and 1953. Total assets
increased 290 percent, gross operating earnings 286 percent, and gross
operating expenses 236 percent over the 18-year period. Gross oper-
ating expenses, plus income taxes, increased 321 percent.

Gross earnings per $100 of assets increased steadily since 1945,
reflecting the shift from United States Government securities to
higher income-producing loans, and the $2.79 of gross earnings per
hundred dollars of assets in 1953 is quite similar to the $2.81 per
hundred dollars of assets in 1935. Gross expenses per hundred
dollars of assets show a like trend, i. e., a sharp increase since 1945,
and the $1.68 gross cost of administering each hundred dollars of
assets during 1953 compares favorably with the $1.94 cost of 1935.
(The latter figure includes a very small amount of income tax pay-
ments, whereas the 1953 figure is exclusive of all income tax expense.)
The sharp increase in operating costs since 1945 is due to various
factors, such as general salary and wage increases, added personnel
necessary to supervise and service larger loan portfolios, and a 47
percent increase in interest rates paid on time and savings deposits.

Net profits before dividends, but after all losses, recoveries, bond
profits, and taxes, have maintained a fairly steady trend per hundred
dollars of assets. The low point was 54 cents per hundred in 1945,
the high point 65 cents in 1950. Net profits before dividends per
hundred dollars of capital funds showed to best advantage in 1945
because of the relatively small capital accounts in relation to total
assets and greater than normal profits from the sale of securities.
The provision of more adequate capital structures, coupled with
greater than normal losses from the sale of securities during 1953,
served to reduce net profits before dividends to $8.18 per hundred
dollars of capital accounts.

Cash dividends per hundred dollars of capital accounts have not
fluctuated to any marked extent during the past eighteen years and
amounted to $3.71 in 1953. Retained earnings per hundred dollars
of capital accounts show a much wider range of fluctuation, largely
the result of a greater need since 1945 to strengthen capital accounts
and the adoption in 1947 by many banks of the reserve for bad debts
program. It should be pointed out that the amounts of retained
earnings for 1950 and 1953 include funds transferred to reserve for
bad debts and valuation reserves which may be used only to absorb
asset losses. If these funds were to be transferred back to the
undivided profits accounts of the banks concerned, the amount would
be reduced substantially by tax payments.

Legislation Enacted

Public Law 28 of the 83d Congress, approved May 18, 1953,
amended section 5210 of the United States Revised Statutes by elim-
inating the requirement that a list of the shareholders of every national
bank be furnished to the Comptroller of the Currency each year, and
by substituting a requirement that any national bank must transmit
a copy of its list of shareholders to the Comptroller within ten days
of any demand for such a list made by him. This legislation, which
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was enacted at the request of the Comptroller, has resulted in savings
to the national banks, and in economies in the Comptroller's Office.

While this legislative proposal was before Congress, there was added
to it a second section which amended section 22 of the Banking Act
of 1933 by providing that in the case of national banking associations
which had not taken the necessary steps as prescribed in that act to
terminate the double liability of their shareholders, the Comptroller
of the Currency should cause notice of prospective termination of
liability to be published, and that on the date 6 months subsequent
to such publication such additional liability should cease. The Comp-
troller was required to publish such notice in the case of only five
banks, and as of January 25, 1954, the double liability of shareholders
had been terminated for all national banks.

Public Law 285 of the 83d Congress, approved August 15, 1953,
amended Section 24 of the Federal Keserve Act by the addition of a
paragraph permitting national banks to make real estate loans secured
by first liens upon forest tracts which are properly managed in all
respects. The amount of any such loan may not exceed 40 percent
of the appraised value of the readily marketable timber offered as
security, and no such loan may be made for a longer term than 2 years
or, if completely amortized, 10 years. The view of the Comptroller's
Office as expressed to congressional committees considering this legis-
lation was that while legislation on the subject was desirable, that
this new field of mortgage lending should be approached with caution.
It urged that the legislation should be more restrictive in terms of
permissible duration of the loans, and that the law should specifically
restrict such loans to those which would be liquidated through the
short-term utilization of the timber. Interest in loans authorized by
this legislation has been evidenced in various parts of the country.
However, it is too early to be able to state with any accuracy to what
extent national banks will enter into this field of financing.

Legislation Recommended

It has long been the policy of the Comptroller to employ only
assistant national bank examiners and to fill vacancies in the higher
positions on the examining staff by promotion, this being a basic
requirement of maintaining a merit system in a career service. It is
generally recognized that the Comptroller's examining staff has con-
sistently been composed of personnel of high quality and competency.
Throughout past years assistant examiners have been obtained almost
entirely from among the younger and more promising employees of
banks under the Comptroller's supervision as the result of contacts
with, and observation by, the national bank examiners during their
semiannual visits to examine the banks. These visits have afforded
excellent opportunities to observe the employees of the banks and
determine the character and personality attributes as well as evaluate
the abilities of those who might be interested in becoming assistant
examiners. It is not believed that any other method of recruitment
would be as satisfactory or would provide personnel of the same quality
and competency. It should be added that nearly all assistant ex-
aminers or examiners who later leave the Comptroller's service return
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to banks in some capacity, and a very large number of important
executive posts in both large and small banks throughout the country
are held by persons who served on the Comptroller's examining staff
at some point in their careers. These men continue to be interested
in the Comptroller's Office and have been helpful from time to time
in suggesting the names of promising young bank employees for con-
sideration for possible appointment as assistant examiners.

Traditionally, the positions on the Comptroller's examining staff
have not been considered as being within the competitive civil service.
In 1908 a question arose as to the validity of this view, whereupon
President Theodore Roosevelt issued a clarifying Executive order
excepting the position of national bank examiner from the competitive
civil service. In 1929 a further question arose as to the status of assist-
ant examiners, and a new Executive order was then issued by President
Hoover to further clarify the matter and except the positions of both
examiners and assistants from the competitive civil service. Still
later, the Banking Act of 1933 specifically excluded the examining
positions and all others in the Comptroller's Office with compensation
paid from assessments against banks and not from appropriated funds,
from Civil Service requirements.

As an outgrowth of the Ramspeck Civil Service Act, signed Novem-
ber 26, 1940, the examining positions were covered into the competitive
civil service as of January 1, 1942, but World War II had then begun
and assistant examiners were thereafter recruited on a war service or
temporary basis, this arrangement continuing until 1946. During
that year the Civil Service Commission excepted the examining posi-
tions from civil service requirements until December 31, 1947, and
this exception was renewed from time to time as the result of requests
that the exception be placed on a continuing or unlimited basis.
The Commission has agreed to continue the exception until June 30,
1955, but has indicated it prefers the Comptroller to obtain a statutory
exception.

During the past four-year period an average of 96 assistant
examiners per year were recruited throughout the entire country, an
average of 8 per year for each of the 12 examining districts, so it will
be seen that the recruitment problem of the Comptroller's Office is
not numerically great. It would not seem to justify the expense
entailed in establishing a nationwide recruitment program under civil
service examination procedures. Moreover, the Comptroller is con-
vinced that the most suitable men for employment as assistant na-
tional bank examiners may be obtained to better advantage through
the use of the long established existing procedures.

The Comptroller will request legislation from the Congress similar
to that enacted in 1933, excepting the examining positions from civil
service requirements.

When the original National Bank Act was enacted into law on
February 25, 1863, the Comptroller of the Currency was given dis-
cretionary authority to examine national banks as frequently as he
considered desirable and necessary. The statute did not provide for
a minimum number of examinations per year. Upon passage of the
Federal Reserve Act in 1913, the Comptroller was required to examine
all national banks twice in each calendar year, and oftener if con-
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sidered necessary. The experience gained by the Comptroller's
Office over a long period of years clearly proves that two examinations
per annum is a desirable examination frequency schedule for a large
proportion of national banks. However, it is apparent to the Comp-
troller and to the career officials of his office with years of experience
in the examination of national banks that the statutory requirement
of two examinations per calendar year for all national banks is
unnecessarily rigid, not conducive to the best utilization of the time
and efforts of national bank examiners, and that the requirement
could safely be made more flexible.

Consideration is being given to a legislative proposal that would
provide elasticity to the requirement of the present law that all
national banks be examined twice in each calendar year by permitting
the Comptroller, in his discretion, to waive one such examination in
justified cases. It would not be the purpose to waive one annual
examination in all possible cases, but rather to adjust examination
schedules so as to obtain the maximum benefit from the examination
work performed. It would be the purpose to examine a large propor-
tion of national banks twice each year, but if greater benefits would
accrue in a particular Federal reserve district through the more
thorough examination of national banks of average size than would
result from two examinations per annum of a few very large national
banks of demonstrated soundness and management capacity, the
latter might be examined only once during the calendar year. The
legislation would provide, however, that examinations may not be
waived with respect to a particular bank more frequently than once
during each two-year period beginning January 1, 1955. In other
words, in at least one of the two years of each two-year period the
Comptroller could not waive an examination but would have to
examine the bank twice.

Any legislation proposed by the Comptroller relative to the waiving
of one annual examination will include a provision that the expense
of the examinations shall be assessed by the Comptroller upon national
banks in proportion to their assets or resources and that the annual
rate of such assessment shah1 be the same for all national banks,
except that banks examined more frequently than twice in one calendar
year shall, in addition, be assessed the expense of these additional
examinations. This would serve to remove possible pressure by
bank managements on the Comptroller to waive one annual examina-
tion in order to obtain the benefit of a reduced expense for examinations.

It is believed that legislation along the lines discussed above would
permit more thorough examinations which would be of greater value
to the banks concerned as well as to the Comptroller.

In the 1952 Annual Report of the Comptroller of the Currency it
was stated that the Comptroller expected to recommend to the Con-
gress that the conflict between sections 23A and 24A of the Federal
Reserve Act as to the permissible investment by national banks in
the stock of corporations engaged in holding bank premises, be
eliminated by legislation that would make section 23A of the Federal
Reserve Act completely inapplicable to corporations engaged solely
in owning and operating the building or buildings in which are housed

303318—54——2
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14 REPORT OF THE COMPTROLLER OF THE CURRENCY

the offices of the bank. Proposed legislation to accomplish this pur-
pose has been drafted and transmitted to the Congress with a recom-
mendation that it be enacted.

In the 1952 Annual Report of the Comptroller of the Currency it
was also stated that legislation would be recommended that would
amend section 5221 of the Revised Statutes by eliminating the
requirement that national banks going into voluntary liquidation be
required to publish notice of this fact in a newspaper published in
the city of New York. Such proposed legislation has been drafted
and transmitted to the Congress with a recommendation that it be
enacted.

Over the past several years the Comptroller's Office has been
approached by banking interests in the various States who urged that
section 24 of the Federal Reserve Act governing real estate loans
which may be made by national banks was too restrictive and sug-
gesting changes that should be made in that statute. Certain of
these changes seemed reasonable and desirable to the Comptroller of
the Currency, and, accordingly, proposed legislation has been drafted
which would amend section 24 of the Federal Reserve Act (1) by
permitting national banks to make amortized mortgage loans having
a maturity of longer than 10 years but not in excess of 20 years pro-
vided the terms are such that the installment payments are sufficient
to amortize 100 percent of the principal of the loan within a term of
20 years, and (2) by extending the maximum duration of residential
and farm construction loans which are not to be regarded as real
estate loans from 6 to 9 months.

Proposed legislation has also been prepared which would amend
section 24 of the Federal Reserve Act by excepting from the restric-
tions or limitations of that section loans in which the Small Business
Administration cooperates or purchases a participation under the
Small Business Act of 1953. This legislation was prepared at the
request of the Small Business Administration, and makes the same
exception to section 24 for the Small Business Administration that
was made for the Reconstruction Finance Corporation. This proposed
legislation has been transmitted to the Congress with a recommenda-
tion that it be enacted.

There has been introduced in Congress a bill which would abolish
cumulative voting in the election, of directors of national banks.
The Comptroller of the Currency is not opposed to the enactment of
the proposed legislation, but recommends that it be amended to make
the adoption of cumulative voting optional with the shareholders.
In other words, the Comptroller of the Currency does not oppose
legislation which would eliminate the requirement that national banks
must observe cumulative voting in the election of directors, but he
recommends that the owners of a majority of the stock of a national
bank should be permitted to adopt cumulative voting by so providing
in the bank's articles of association.

The Comptroller of the Currency supervises 16 credit unions located
in the District of Columbia which were organized under the provisions
of the District of Columbia Credit Unions Act of June 23, 1932. The
supervision of these 16 credit unions represents a negligible part of
the activities of the office of the Comptroller but the examination fees
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fixed by the act of 1932 are entirely inadequate to meet the expenses
of supervision. The Bureau of Federal Credit Unions in the Depart-
ment of Health, Education and Welfare supervises approximately
6,693 credit unions operating throughout the United States and
possessions including 119 operating in the District of Columbia. The
transfer of supervision of the 16 District chartered credit unions from
the Comptroller of the Currency to the Bureau of Federal Credit
Unions is entirely logical and is strongly recommended. The Congress
will be asked to consider appropriate legislation to achieve this end.

R. F. C. Pools

During the year 1953 the Reconstruction Finance Corporation
Liquidation Act (Public Law 163, 83d Cong., 1st sess., approved
July 30, 1953) made it Congressional policy that the Reconstruction
Finance Corporation be liquidated as expeditiously as possible. To
this end it was deemed desirable that the assets of the Corporation be
sold to private individuals or associations to the extent that it was
possible that this be done. To carry out the Congressional mandate
the Reconstruction Finance Corporation evolved a plan whereby loans
held by it would be pooled and certificates of interest in these pools
would be sold to banks. A question arose as to whether national
banks could legally participate in this program by purchasing certifi-
cates of interest in the pools. The Comptroller of the Currency, after
due consideration of the applicable statutes, was able to rule that
national banks could legally purchase such certificates of interest, and
as a result of this ruling support was given to the policy of transferring
assets held by the Reconstruction Finance Corporation to private
concerns to the extent that this could be done without loss to the
Federal Government.

Litigation

During the year 1953 there were three court decisions of importance*
to the Comptroller of the Currency and to the national banking
system. In the first of these, People v. Franklin National Bank oj
Franklin Square (N. Y. 1953) 116 N. E. 2d 706, the Court of Appeals
of the State of New York held that a New York statute which pro-
hibited commercial banks, including national banks, from using the
word "saving" or "savings" or their equivalent in their banking or
financial business, was not in conflict with Federal law, and was,
therefore, constitutional as applied to national banks. The Franklin
National Bank immediately announced that it would appeal the case
to the United States Supreme Court.

The decision of the New York Court of Appeals was contrary to
the administrative position taken by the Comptroller of the Currency
and adhered to over a period of many years. Moreover, it was the
Comptroller's opinion that, should the New York decision be allowed
to stand, serious questions would result therefrom as to how far the
States might go in exercising control over national banks, and in
giving competitive advantages to their own State institutions. Con-
sequently, at the request of the Comptroller of the Currency, the
Department of Justice intervened in the case in the Supreme Court,
urging reversal. Solicitor General Simon E. Sobeloff argued the case
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on behalf of the United States. The United States Supreme Court
held that there was a clear conflict between the law of New York and
the law of the Federal Government, and that, therefore, the policy
of the State must yield. The Franklin National Bank oj Franklin
Square v. The People oj the State oj New York 347 U. S. 373.

The second important court decision was that of the Supreme
Court of Michigan in the case of Millard v. National Bank oj Detroit
(Mich. 1953), 61 N. W. 2d 804. This action was a quo warranto
proceeding brought by the Attorney General of the State of Michigan
on the Relation of the Commissioner of the Banking Department of
the State of Michigan, and on the Relation of a Michigan State bank-
ing corporation, to challenge the right of the defendant national bank
to establish and operate a branch which it was alleged had been estab-
lished in violation of law. The Comptroller of the Currency, acting
on the advice of counsel that the establishment of the branch was
legally permissible, had given his approval for its establishment.
The Attorney General of the State of Michigan stated in his pleadings
that an Assistant Attorney General of Michigan had advised the
State Banking Commissioner that "we do not have a case against the
National Bank because, in my opinion, it neither has violated section
34 of the Michigan Financial Institutions Act, nor section 36 of Title
12 U. S. C. A. (National Banking Act)." The court held that the
establishment of branches by national banks is governed by Federal
law, and consequently, that the suit was one for enforcement of Fed-
eral law against a federally created corporation and that "this court is
without jurisdiction in the premises." Accordingly, the case was
dismissed for want of jurisdiction.

The third important court decision was that of the United States
District Court for the District of Rhode Island in the case of Kelaghan
v. Industrial Trust Company, decided December 29, 1953. The
Comptroller of the Currency acting through the Department of Justice
participated in this case as amicus curiae. The action was one brought
to enjoin the consolidation of a State bank with a national bank under
a national charter without the approval of 100 percent of the stock-
holders of the State bank. State law contained no provision dealing
with the consolidation of a State bank with a national bank under
national charter. The court held that in the absence of State legis-
lation on the subject the Federal statute authorizing such consolida-
tions was controlling, and that the consolidation could be effectuated
in accordance with its terms. It provides for a two-thirds vote of
the shareholders of each consolidating bank. Subsequent to this
decision the consolidation of the State bank with the national bank
was consummated. An appeal from the District Court decision was
taken to the United States Court of Appeals for the First Circuit, and
was there dismissed on the grounds that the controversy had become
moot.

Bank Holding Company Legislation

In each of the past several Congresses there have been introduced
bills to further define bank holding companies and to provide for
additional governmental regulation and control of their activities.
Several such bills have been introduced in the 83d Congress, and
hearings on two of these, S. 76 and S. 1118, were held during 1953.
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It is the view of the Comptroller of the Currency that additional
bank holding company legislation, while not urgently needed, is
desirable. However, it is believed that control over bank holding
companies should be achieved without unnecessarily elaborate govern-
mental supervision. The two areas of activity by bank holding
companies which are not regulated by law are (1) expanding in the
field of banking, chiefly through the acquisition of bank stocks, and
(2) engaging in businesses other thar banking.

Both S. 76 and S. 1118 seek to place effective restraints on bank
holding companies in these two areas of activity, but they differ
somewhat in their approach to these problems. In the opinion of
the Comptroller, a composite of the better features of each of these
bills would be preferable to the provisions of either alone. The
Comptroller made specific recommendations to the Senate Banking
and Currency Committee as to which features of each should, in his
opinion, be adopted.

Among other things, the Comptroller recommended that all super-
visory functions over bank holding companies should be vested in a
single supervisory agency rather than being divided up among two
or more agencies. The Comptroller also recommended that in bank
holding company legislation there should be no attempt to equate
branch banking and bank holding company operations, two quite
different things, and that there should be no attempt to make the
expansion of bank holding company operations dependent upon the
branch banking laws of the various States.

A comparison of the assets and liabilities of the banks in the Na-
tional Banking System as of December 31, 1952, April 20, June 30,
September 30, and December 31, 1953, 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]

56,614,391
22,863, Oil
2,830,669
6, 793,634
10,155,942
1, 689, 586

00

5d

I
5d
H3

O

o

110,116,699 £

5d

Dec. 31,1952
(4,916 banks)

Apr. 20, 1953
(4,890 banks)

June 30,1953
(4,881 banks)

Sept. 30,1953
(4,871 banks)

Dec. 31, 1953
(4,864 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.

Totalloans and securities
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 representing bank premises or other

real estate -. -.
Customers' liability on acceptances
Income accrued but not yet 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 outstanding
Income collected but not yet earned
Expenses accrued and unpaid
Other liabilities

Total liabilities

36,119,673
35,921,239

15,203
5,982, 753
2,176,230

196,860

80,411,958

26,399,403
747,912

22, 555

57,876
169,263
190, 542
133,234

108,132,743

56,682,902
21, 517,160
3, 251,638
6,271,676
9, 920, 522
1,613,878

99,257,776

76,139,288
23,118,488

75, 921
238

179, 294
279,843
434,672
845, 778

36,566,806
33,449,868

21,283
6,314,550
2,068, 282
199,290

36, 537,355
33,025,310

23,744
6, 218, 735
2,066,839
200,901

78,620,079

23,980,820
769,024
22,123

58,539
146,341
186,200
155,474

78,072,884

24,343,646
776, 291
23,775

58,911
122,472
183, 772
129,525

103,938,600 103,711,276

53, 713,797
21,881, 788
2,389,701
6,451,277
8,428, 765
1,470,809

53,369,383
22, 285,848
2,486,392
6,627, 528
8, 596,634
1,383,168

94,336,137

70,848,146
28,492,991

94,748,953

253
158,487
312,622
448, 576
877,995

70,774,840
28,974,118

45,510
206

133,223
314, 745
389,395
840, 520

37,049,337
35, 287,324

25,429
•6,346,681
2,035,365
201,809

80,945,945

24,030,168
796,042
25,033

59,610
171,489
210,141
120, 762

106,359,190

53,791,070
22, 548, 572
3,873,352
6,222,445
8,881,040
1,301,283

96,617, 762

72,862,237
24,255,525

483, 231
196

179, 551
324, 774
500,102
897, 728

37, 944,146
35, 563,334

25,429
6,330,265
2,086,723
204,482

82,154,879

26, 545,518
807, 527
30,811

51,650
191,856
216,485
118,473

100,947, 233

76,189,784
24,757,449

14,851
190

203,910
320, 592
491,117
729,290

d
50"

101,073, 522 96, 760,910 96,472, 552 99,003,344 102, 707,183
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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 (includ-
ing notes and bills rediscounted and securities sold with agreement
to repurchase)

,r purposes (includ-
L with agreement

2, 224,852
3,334, 218
1, 225,731

274,420

7,059,221

108,132, 743

5,229
437

2, 219,186

2, 224,852

8,558
512

9,070

12,825,333

2, 254, 842
3,357,960
1,300,877

264, Oil

7,177, 690

103,938, 600

5,132
487

2, 249,223

2, 254, 842

8,339
512

8,851

13.132,333

2, 264,629
3,410,122
1, 296,655

267,318

7,238, 724

103,711, 276

5,171
487

2,258, 971

2,264,629

8,315
512

8,827

12,496, 309

2,273,883
3,425,699
1,387,126

269,138

7,355, 846

106,359,190

5,125
319

2,268,439

2, 273,883

8,203
344

8,547

13,823,655

2,301,757
3,523,443
1,310,761

273, 555

7,409, 516

110,116,699

4,892
319

2,296,546

2,301,757

7,924
344

8,268

12,901,734 g
E

W

S3

3
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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, 1950-53

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.. . . .
U. S. Government
States and political subdivisions. .

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

1950

Percent
36.70
4.82

.15
2.57

44.24

30 11
12.74
11.75

.66

.01

.49

100.00

53. 53
19.55
1.96
5.87

1.77

92.07

71. SO
SO. 77

1 42

2.06
3 01
1.44

6.51

100. 00

1951

Percent
34.22
5.19
.15

2.34

41.90

31.56
12.84
12.48

.66

.02

.54

100.00

53.39
19.30
2.18
5.77

1.75

91.92

71.21
20.71

1 59

2.05
3 00
1.44

6.49

100.00

1952

Percent
33.24
5.53
.15

2.04

40.96

33 41
12.43
11.98

.69

.02

.51

100.00

52.42
19.90
2.99
5.80

1.51

91.79

70.41
21.38

1 68

2.06
3 08
1.39

6.53

100.00

1953

Percent
32.32
5.75
.16

1.92

40.15

34 46
12.18
11.92

.73

.03

.53

100.00

51.41
20.76
2.56
6.17

1.55

91.67

69.19
22 48

1 60

2.09
3 20
1.44

6.73

100.00

FIDUCIARY ACTIVITIES OF NATIONAL BANKS

Asof December31,1953, l,767nationalbankshavebeenauthorizedby
the Board of Governors of the Federal Keserve System to administer
fiduciary accounts under grant of fiduciary powers, either full or
limited. In addition, there are 65 trust departments in branches of
national banks. There are 254 banks not acting under any of their
granted fiduciary powers. During the year ended December 31, 1953,
1,585 examinations were made of trust departments in national banks
and branches.

Trust department assets total $43,150,000,000 as of December 31,
1953, compared to $39,666,000,000 as of December 31, 1952, and
$3,297,300,000 as of October 3, 1928. While carrying values for trust
assets have not been standardized throughout the country, there have
been relatively few changes of system within individual organizations.
Because of the relatively few changes of system, these figures are com-
parable although they do not reflect total current market values. The
total trust department assets include $28,206,000,000 in agency,
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escrow, and custodianship accounts held in the trust departments
involving no discretionary supervision.

Outstanding bond and debenture issues for which national banks
are acting as trustee total $17,626,000,000 in 7,611 accounts as of
December 31, 1953. There were $16,052,000,000 outstanding as of
December 31, 1952, compared to $9,036,000,000, as of December 31,
1942. National banks are also acting as registrar for 3,704 accounts,
and as transfer agent for 3,431 accounts.

Use of fiduciary facilities of national banks by individuals has shown
a substantial growth. As of October 3, 1928, a consolidated balance
sheet of all national banks reflected 53,853 individual accounts being
administered. As of December 31, 1953, a total of 271,704 private,
court and agency accounts were being administered.

Under authority of Kegulation F issued by the Board of Governors
of the Federal Reserve System governing the fiduciary activities of
national banks, there are 71 common trust funds in operation in 62
nation?] banks. These funds have been established to make collective
investments of trust funds primarily in the smaller accounts, thereby
resulting in wider diversification of investment and less risk of loss to
the individual accounts. The common trust funds in national banks
aggregated $214,000,000 as of December 31, 1953.

A tabulation of the statements of the larger trust departments in
national banks having in excess of $70,000,000 total fiduciary assets at
carrying values reflects an aggregate of $36,302,000,000 total assets in
65 banks. In other words, 4 percent of the 1,513 national banks
exercising fiduciary powers are administering 84 percent of the
fiduciary business of all national banks.

Gross trust department income of national banks totaled $85,990,000
during 1953 compared to $80,627,000 in 1952, and $32,981,000 in 1942.
Some banks make no record of expense or estimation of allocated
overhead and therefore no tabulation can be accomplished for net
earnings of trust departments throughout the country. Losses to
national banks through trust department operations continue to be
almost negligible.

EARNINGS, EXPENSES, AND DIVIDENDS OF NATIONAL BANKS FOR
YEAR ENDED DECEMBER 31, 1953

The net profits of national banks before dividends for the calendar
year 1953 were $573,000,000, which amounted to 7.92 percent of
average capital funds. Net profits for the previous year were
$561,000,000, or. 8.17 percent of average captial funds.

Net earnings from operations of $1,223,000,000 showed an increase
of $135,000,000 over the previous year. Adding to net earnings from
operations, profits on securities sold of $23,000,000 and recoveries on
loans and investments, etc. (including adjustments in valuation
reserves), of $59,000,000, and deducting losses and charge-offs (in-
cluding current additions to valuation reserves) of $266,000,000 and
taxes on net income of $466,000,000, the net profits of the banks
before dividends for the year 1953 were $12,000,000 more than for
the year 1952.
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Gross earnings were $3,068,000,000, an increase of $317,000,000
over 1952. The principal items of operating earnings in 1953 were
$1,752,000,000 from interest and discount on loans, an increase of
$215,000,000 over 1952, and $695,000,000 from interest on United
States Government obligations, an increase of $61,000,000. Other
principal items of operating earnings were $176,000,000 from interest
and dividends on securities other than United States Government
obligations, an increase of $12,000,000 over the previous year, and
$150,000,000 from service charges on deposit accounts, an increase of
$14,000,000. Operating expenses, excluding taxes on net income, were
$1,845,000,000 as against $1,662,000,000 in 1952. Principal operating
expenses were $910,000,000 for salaries and wages of officers and
employees and fees paid to directors, an increase of $88,000,000 over
1952, and $299,000,000 expended for interest on time deposits, an
increase of $38,000,000.

Cash dividends declared on common and preferred stock in 1953
totaled $275,000,000 in comparison with $259,000,000 in the previous
year. The rate of cash dividends was 3.80 percent of average capital
funds. The cash dividends in 1953 were 48 percent of the net profits
available for the year. The remaining 52 percent of net profits, or
$298,000,000, was retained by the banks in their capital funds.

Interest and discount on loans accounted for 57 percent of the
banks' earnings, varying from 50 percent in the seventh Federal
Reserve District to 64 percent in the twelfth district. Interest and
dividends on securities represented 28 percent of gross earnings for
the year, with the banks in the twelfth district showing the lowest
ratio at 21 percent, while banks in the seventh district showed 37
percent, the highest ratio. Salaries, wages, and fees took over 29
percent of gross earnings, ranging from 28 percent in the fourth district
to 32 percent in the ninth district. Current operating earnings before
income taxes were more than 39 percent of gross earnings, ranging
from 37 percent in the ninth district to 41 percent in the second,
fourth and tenth districts.

The rate of interest and discount on the average loans and discounts
for the year varied from 4.05 percent in the second district to 5.40
in the twelfth district. The national average was 4.75. The rate of
interest and dividends received on the average securities held was 2.01
percent, and varied from 1.94 percent at the banks in the first district
to 2.13 percent for banks in the third district.

Current operating earnings before income taxes were 17 percent on
the average total capital accounts, varying from 13 percent in the
third district to 24 percent in the twelfth district. Net profits after
income taxes but before dividends were, as noted above, 7.92 percent
on the average captial accounts, ranging from 6.06 percent in the
second district to 10.67 percent in the twelfth district.

Summaries of the earnings, expenses, and dividends of national
national banks for the years ended December 31, 1952 and 1953, are
shown in the following table.
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Earnings, expenses, and dividends of national banks for years ended Dec. SI, 1952
and 1953

[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, 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

Allother

Total

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

Losses and charge-offs
Transfers to valuation reserves

On loans:
Losses and charge-ofis
Transfers to valuation reserves

Allother

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

1953

4,864
2, 263. 7
7, 235. 8

694.8
176.4

1, 751. 6
150.5
294.6

3,067.9

909.8
299.1
84.5
47.4

503.7

1, 844. 5

1, 223. 4

7.9
15.2
23.5

16. 5
5.3

13.6

82.0

96.7
31.4

15.4
77.2
45.8

266.6

1, 038. 9

446.7
18.9

465.6

573.3

. 3
274.9

275.2

1952

4 916
2.177. 9
6, 875.1

633.7
164.2

1, 536. 8
136. 3
279.6

2, 750. 6

821.9
261.0
78.6
42.2

458.1

1, 661. 8

1, 088. 8

6.9
14.8
2C.2

11.7
14.9
12.6

81.1

61.2
16.7

11.3
84.0
30.0

203.3

966.6

388.0
17.1

405.1

561.5

.4
258.7

259.1

Change
since 1952

-52
+85.8

+360.7

+61.1
+12.2

+214. 8
+14.2
+15.0

+317. 3

+87.9
+38.1
+5.9
+5.2

+45.6

+182. 7

+134. 6

+1.0
+.4

+3.3
+4.8
-9 .6
+1.0
+.9

+35.5
+14.7
+4.1
-6 .8

+15.8

+63.3

+72.3

+58.7
+1.8

+60.5

+11.8

- . 1
+16.2

+16.1

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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Earnings, expenses, and dividends of national banks for years ending Dec. 31, 1952
and 1953—Continued

[In millions of dollars]

1953

0.4
19.8

22.4
53. C
50.4

Pereent
60.12
7.92

12.16
3.80

1952

2.4
21.3

15.3
41.0
77.5

Percent
60.42
8.17

11.90
3.77

Change
since 1952

- 2 . 0
- 1 . 5

+7.1
+ 12.0
-27.1

Percent
- . 3 0
- . 2 5
+.26
+.03

Memoranda items:
Kecoveries credited to valuation reserves (not included in re-

coveries 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

STRUCTURAL CHANGES IN THE NATIONAL BANKING SYSTEM

The authorized capital stock of the 4,869 national banks in existence
on December 31, 1953, consisted of common capital stock aggregating
$2,298,403,373, a net increase during the year of $78,385,883, and pre-
ferred capital stock aggregating $5,422,600, a net decrease during the
year of $243,980. These figures include 4 national banks recently
chartered but not yet opened for business at the end of the year, 1 bank
in the process of merging or consolidating with a State bank under the
provisions of Public Law 706 (12 U. S. C. 214), and the laws of the
State where the bank is located, 1 bank in the process of going into
voluntary liquidation, and adjustments in capital stock in connection
with the consolidation of 2 national banks at the end of the year but
not reflected in the reports of condition received in response to the
call for such reports as of the close of business on December 31, 1953.

In addition to 27 applications with proposed common capital stock
of $5,552,500 carried over from the previous year, 50 applications were
received to organize national banks and to convert State banks into
national banking associations with proposed common capital stock of
$9,833,000. Of these applications, 24 with proposed common capital
stock of $5,878,000 were approved; 18 with proposed common capital
stock of $3,005,000 were rejected, and the remainder had been aban-
doned or were still pending on December 31. From the applications
carried over from the previous year and those approved during 1953,
19 national banking associations with common capital stock of $4,203,-
000 were authorized to commence business. Of the charters issued,
three with common capital stock of $503,000 resulted from the con-
versions of State banks.

Changes in the number and capital stock of national banks during
the year ended December 31, 1953, are shown in the following sum-
mary.
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Organization, capital stock changes, and national banks closed as reported during

the year ended Dec. 81, 1958

Number
of banks

Capital stock

Common Preferred

Increases:
Banks newly chartered:

Primary organizations
Reorganizations
Conversions of State banks

Capital stock:
Common:

165 cases by statutory sale
256 cases by statutory stock dividend
8 cases by stock dividend under articles of asso-

ciation
1 case by conversion of preferred stock
14 cases by statutory consolidation

Preferred: 2 cases by new issues

$3,700,000

503," 000'

33, 245,350
49,923, 550

105,000
12,000

Total increases.. 19 91,878, 733

Decreases:
Banks ceasing operations:

Voluntary liquidations:
Succeeded by national banks
Succeeded by State banks

Statutory consolidations
Conversions into State banks
Merged or consolidated with State banks (Public

Law 706)
Receiverships ,

Capital stock:
22 cases by retirement
1 case by statutory reduction
3 cases by statutory consolidation

29 3,130,000
950,000

285,000

8, 739,100

8,750
380,000

Total decreases. 13, 492,850

Net change
Charters in force Dec. 31,1952, and authorized capital stock..
Charters in force Dec. 31,1953, and authorized capital stock..

- 47
4,916

78,385,883
2, 220,017, 490

4,869 2, 298, 403,373

$143,000

143,000

386,980

-243, 980
5, 666,580

5, 422, 600

NATIONAL BANK NOTES OUTSTANDING
There were, as of December 31, 1953, $72,546,379 of national bank

notes outstanding.

DISTRIBUTION OF ALL BANKS

On December 31, 1953, there were 14,538 commercial and savings
banks in the United States and possessions, with deposits of $201,978,-
297,000. Of these banks 13,651, or 94 percent, with 96 percent of the
deposits, were insured banks. The 4,856 national banks, members of
the Federal Reserve System, represented 33 percent of all banks and
held 50 percent of the total deposits. The 528 mutual savings banks,
of which 219 were insured, held $24,397,882,000 of deposits.
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Classification of all banks, Dec. 31, 1953

Insured banks:
National
States member:

Commercial .
Mutual savings

Nonmember:
State commerciall

Mutual savings

Total insured banks

Uninsured banks:
Nonmember:

State commercial and pri-
vate 2

Mutual savings

Total uninsured banks

Total all banks.

Banks

Number
of banks

4,856

1,884
3

6.692
216

13, 651

578
309

887

14,538

Percent
of grand

total

33.40

12.96
.02

46.03
1.49

93.90

3.98
2.12

6.10

100.00

Change in
12 months
(percent
of grand

total)

-0 .23

+.04
0

+.51
+.10

+.42

-.32
-.10

-.42

Deposits

Amount
(000

omitted)

$100,654,446

49,487,473
22.200

24, 941, 562
18,360,335

193,466,016

2,496, 934
6,015, 347

8, 512, 281

201, 978, 297

Percent
of grand

total

49.84

24.50
.01

12.35
9.09

95.79

1.23
2.98

4.21

100.00

Change in
12 months
(percent
of grand

total)

-0 .55

- . 2 1
0

+.21
+.56

+.01

-.02
+.01

-.01

1 Includes 7 nonmember insured national banks.
2 Includes 1 nonmember uninsured national bank.

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, 1953, amounted to $221,133,000,000,
an increase of $6,302,000,000 since December 31, 1952.

The total deposits at the end of 1953 amounted to $201,978,000,000,
an increase of $5,547,000,000 over 1952. Included in the latter aggre-
gate are deposits of individuals, partnerships, and corporations of
$166,763,000,000, an increase of $4,713,000,000 in the year. De-
posits of the United States Government, including postal savings
deposits, were $4,572,000,000, a decrease of $809,000,000; deposits
of States and political subdivisions amounting to $11,649,000,000
showed an increase of $962,000,000, and deposits of banks of $15,974,-
000,000 were $638,000,000 more than in 1952.

Loans and discounts amounted to $80,920,000,000 in December
1953 after deducting reserves of $1,142,000,000 for possible future
losses. The net loans were $4,991,000,000 over the amount reported
as of the end of 1952. Commercial and industrial loans of $27,368,-
000,000 were $673,000,000 less than the 1952 figure; real estate loans
of $29,793,000,000 were up $2,548,000,000, and all other loans of
$24,901,000,000 increased $3,181,000,000.

The banks held obligations of the United States Government, direct
and guaranteed, of $72,873,000,000 in December 1953, a decrease of
$138,000,000 in the year. Obligations of States and political sub-
divisions held amounted to $11,283,000,000, an increase of $719,000,-
000, and other securities held amounted to $7,169,000,000, an increase
of $284,000,000. The total of all securities held at the end of 1953
was $91,325,000,000, and represented 41 percent of the banks7 total
assets. At the end of the previous year the ratio was 42 percent.

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

1953



REPORT OF THE COMPTROLLER OF THE CURRENCY 27

Cash and balances with other banks, including reserve balances, in
1953 were $45,992,000,000, or $228,000,000 more than at the end of
the previous year.

Total capital accounts were $16,210,000,000, compared to $15,-
454,000,000 at the end of 1952, an increase of 5 percent.

A statement of the assets and liabilities of all classes of active
banks at the end of December 1952 and 1953 follows.

Assets and liabilities of all banks in the United States and possessions, 195'2 andl95S

[In millions of dollars]

Dec. 31,
1953

14,538

27,368

2,206
2,784

3,590
29,793
14,633

162
1,526

82,062
1,142

80,920

72,873
11,283
6,322

847

91,325

2,691

43,301
1,557

48

95
392
804

221,133

100,417
66,346
4,572

11,649
15,974
3,020

201,978

132,085
69, 893

67

419
2,459

204,923

Dec. 31,
1952

14,596

28,041

726
3,221

3,188
27,245
12,836

158
1,591

77,006
1,077

75,929

73,011
10,564
6,146

739

90,460

2,939

42,825
1,442

41

101
341
753

214,831

100,141
61,909
5,381

10,687
15,336
2,977

196,431

131,722
64,709

196

363
2,387

199,377

Change
since 1952

-58

-673

+1,480
-437

+402
+2,548
+1,797

+4
- 6 5

+5,056
+65

+4,991

-138
+719
+176
+108

+865

-248

+476
+115

+7
-6

+51
+51

+6,302

+276
+4,437

-809
+962
+638
+43

+5,547

-\-363
+5,184

-129

+56
+72

5,546

Number of banks

ASSETS

Commercial and industrial loans (including open market paper)
Loans to farmers directly guaranteed by the Commodity Credit

Corporation
Other loans to farmers
Loans to brokers and dealers in securities and other loans for the

purpose of purchasing or carrying securities
Real estate loans
Other loans to individuals
Loans to banks
All other loans (including overdrafts)

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 out-

standing
Other liabilities

Total liabilities
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Assets and liabilities of all banks in the United States and possessions, 1952 and
1958—Continued
[In millions of dollars]

Dec. 31,
1953

Dec. 31,
1952

Change
since 1952

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

43
31

4,100
8,194
3,241

601

47
33

3,937
7,776
3,066

595

- 4
- 2

+163
+418
+175

+6
16,210 15,454 +756

221,133 214,831 +6,302

NOTE.—Figures for nonnational banks obtained from the Federal Deposit Insurance Corporation,

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, 1953. Reports were required as of April 20, June 30,
September 30, 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, unless waived by the
Comptroller, of their affiliates and holding company 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 powers conferred upon him by law, the Comp-
troller obtained from each national bank during the period indicated
semiannual reports of earnings, expenses, and dividends; also reports
of condition of foreign branches as of December 31, 1953.

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, 1953.

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. 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, 1953, and
reports of receipts and disbursements for the year ended December
31, 1953.

Detailed figures from reports of condition and earnings and divi-
dends will be found in the appendix of this report.
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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. However, section 21 of the Federal Reserve Act, as
amended, provides in part that the Comptroller may waive the
requirement for the submission of the report of an affiliate if in his
judgment such a report is not necessary to disclose fully the relations
between an affiliate and a bank and the effect thereof upon the affairs
of the bank. Pursuant to this latter section the Comptroller's waiver
of requirement for reports of affiliates provides principally that reports
of affiliates (other than holding company affiliates) need not be sub-
mitted and published in a newspaper unless the affiliate is indebted
to the national bank or the bank owns obligations of the affiliate and
the aggregate of such indebtedness or investment is carried as an
asset on the bank's books at a value in excess of $5,000 or 1 percent
of the bank's capital and surplus, whichever is the greater.

At the end of December 1953, 312 member national banks in the
United States submitted 344 reports of affiliates. Included in these
figures are 200 banks in 24 States which are members of 23 holding
company groups. The number of banks in each holding company
group varied from 1 to 48. The actual number of reporting affiliates
and holding company affiliates was 170.

In addition there were 2 nonnational banks in the District of
Columbia which are members of the Federal Reserve System that
reported 3 affiliates to the Comptroller pursuant to the provisions of
the code of law for the District of Columbia.

LIQUIDATION OF INSOLVENT NATIONAL BANKS

During the year ended December 31, 1953, there were no failures
of national banks. No liquidations of insolvent national banks were
completed during the year, leaving but one national bank receiver-
ship in process of liquidation as of December 31, 1953. This one
remaining receivership was involved in litigation.

ISSUE AND REDEMPTION OF NOTES

One thousand seven hundred and fifty-seven shipments of Federal
Reserve currency were made from Washington, D. C , during the
year ended December 31, 1953, to Federal Reserve agents and Federal
Reserve branch banks, aggregating $12,920,620,000, and in addition,
19 deliveries were made to the Treasurer of the United States aggre-
gating $100,500,000.

Five thousand one hundred and nineteen lots of unfit Federal
Reserve currency were received for verification and certification for
destruction consisting of 528,185,819 notes aggregating $6,249,626,665.

There were received 27 lots of national bank notes for verification
and certification for retirement and destruction consisting of 237,189
notes aggregating $3,671,774.

One hundred sixty-one thousand three hundred and ninety frag-
ments or charred Federal Reserve and national bank notes aggregating
$2,792,070 were presented by the Treasurer of the United States for
identification and approval.

303318—54 3
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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, 1953, 9,031 examinations of
banks, 4,651 examinations of branches, 1,585 examinations of trust
departments, and 23 examinations of affiliates were conducted. Nine
State banks were examined in connection with conversions to or
consolidations with national banks. Investigations were also con-
ducted in connection with applications for 36 new charters and 235
new branches.

ORGANIZATION AND STAFF
On December 31,1953, the Office of the Comptroller of the Currency

had in its employ 1,103 persons. Of these, 196 were assigned to the
Washington office, including 33 in the Federal Reserve Issue and
Redemption Division, which is an expense of the Federal Reserve
banks. During the year, the total personnel in the Washington
office was reduced by 2 and the total field force was reduced by 45
persons.

Twenty-one national bank examiners and 119 assistant national
bank examiners left the service during the year. In the same period
16 assistants were commissioned national bank examiners, while 89
new assistants were appointed and 2 returned from military furlough,
leaving a total of 257 examiners and 537 assistants in the service at
the end of the year. The 257 examiners have an average term of
service, including service as assistants, of 19% years.

Mr. Ray M. Gidney was appointed Comptroller of the Currency
on April 16, 1953, to succeed Preston Delano, resigned. Mr. Gidney
left the presidency of the Federal Reserve Bank of Cleveland, Ohio,
to accept the appointment.

EXPENSES OF THE BUREAU
The following is a summary of the operating expenses of the Bureau

for the year ended December 31, 1953:

Salaries
Per diem __ .

Supplies, printing, books and periodicals
Rent . -
Furniture and fixtures > _ _ __ .
Communications
Miscellaneous.

Total

Bank supervi-
sion

$6,048,679.91
1,063,269. 24

354,302.46
80,335.17

145,188.40
6,698.14

25,900.34
29,383.09

7,753,756.75

Currency issue
and redemp-

tion

$132,377.68
0
0

953.25
0
0

348.60
13,311.74

146,991.27

Total

$6,181,057.59
1,063,269.24

354,302.46
81, 288.42

145,188.40
6,698.14

26,248.94
42,694.83

7,900,748.02

Funds^used in payment of the bank supervision costs are derived
from assessments against the banks supervised. The cost of operating
the Division which handles the currency issue and redemption func-
tions is paid by the Federal Reserve banks.
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A moderate contraction in business activity from the 1953 high
point was in progress at the opening of 1954. This movement had
its origin with the cutback in defense spending, the curtailment of
inventories, and the depressed condition of agriculture in some areas.
The downward trend came to a halt during the first quarter of 1954
and following a period of little change, in the fourth quarter activity
moved upward, and total production and employment improved,
stimulated by the automobile and related industries.

The affairs of the 4,796 national banks which comprise the national
banking system continue in excellent condition as reflected by the
general soundness of their managements, assets, capital strength,
earning capacity, and liquidity. At the close of 1954, the total
assets of national banks amounted to $116 billion, a gain of $6 billion
for the year. Their total deposits were $106 billion, an increase of
$5 billion during the year. Approximately 50 percent of the banking
resources and deposits in the commercial and savings banks of the
Nation were held by national banks. Exclusive of 528 State-chartered
mutual savings banks with total resources of $29 billion, the 9,064
State-chartered commercial banks and trust companies had total
assets of $87 billion, or about 43 percent of all commercial bank assets.

The total loans held by all national banks on December 31, 1954,
reached a new high of $40.4 billion through an increase of $2 billion
during the year. Investments in obligations of the United States
Government increased $4 billion to an aggregate in such investments
of $39.5 billion. Municipal, corporate, and special revenue bond
investments increased $785 million during the year to $9.2 billion.

The national banking system continued to maintain adequate
liquidity as evidenced by cash and balances due on demand from
correspondent banks in the amount of $25.7 billion and United States
Government obligations of $39.5 billion or an aggregate of $65.2
billion, which is equal to 82}£ percent of demand deposits and 61 }£
percent of total deposit liabilities at the close of 1954.

Consistent with the essential objective of the Comptroller of the
Currency that adequate capital structures be maintained in the
national bank system, 142 banks completed capital increase programs
in 1954 involving the sale of new shares which yielded $227 million
of additional funds to strengthen their capital structures. The
shareholders of national banks approved 323 dividends payable in
common stock having a total par value of $79.3 million during the
year. In the 9-year period commencing with the year 1946 and ending
with 1954, 1,329 national banks completed new capital sale programs
which supplemented their capital funds by $782 million.

On December 31, 1945, the national banking system had total re-
sources of $90.5 billion, and total deposits of $85.2 billion which were
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protected by total capital structures and reserves of $4.7 billion.
Nine years later at the end of 1954, total resources were $116 billion,
total deposits $106 billion, and aggregate capital structures and re-
serves amounted to $8.7 billion. The increase in capital structures
and reserves of national banks amounting to $4 billion over the
9-year period was effected as follows:

[Figures in millions of dollars]

Year

1946
1947 _ - .
1948 .
1949
1950 . . . .
1951
1952
1953
1954

Eetained
earnings

325
269
230
270
308
259
302
298
441

2,702

Net increase
in reserves

for bad
debts and
valuation
reserves

0)
0)

121
80
88
94
38
33

107

561

New
capital

sales

51
19
28
19

111
153
93
81

227

782

Total

376
288
379
369
507
506
433
412
775

4,045

1 Reserves for bad debts authorized late in 1947 and commenced generally in 1948. Valuation reserve
figures not available for these 2 years.

It is significant that the added capital protection provided by
national banks over the period set forth above increased 85 percent
while total resources and deposits increased 28 percent and 24 per-
cent, respectively. While the character and composition of bank
assets underwent a marked change from a large concentration in
obligations of the United States Government amounting to 57 per-
cent of total assets, and a moderate loan volume equal to 15 percent
of total assets, to the present percentages of 34 percent and 35 per-
cent, respectively, and somewhat larger amounts are now invested in
municipal and corporate bonds, it is apparent that the managements
of a great majority of all national banks have recognized and forth-
rightly met the responsibility to maintain their banks on a properly
capitalized basis. This is further evidenced by the fact that the
national banking system's $8.7 billion of capital funds and reserves
is the equivalent of $1 of capital protection to cover the potential
risks involved in each $5.27 ($5.43 at the close of 1953) of loans,
municipal and corporate bonds, and other assets remaining after de-
ducting from its $116 billion of total assets, $71 billion of cash or its
equivalent, United States Government obligations, and loans or por-
tions of loans guaranteed or insured by Federal Government agencies.

Assets in the national banking system considered by national bank
examiners to contain substantial or unwarranted elements of risk
represent only a nominal amount in relation to the protection offered
by capital structures and reserves. The amount involved is substan-
tially less than the total of reserves for bad debts.

In April 1954, the Internal Revenue Service issued supplemental
Mimeograph No. 54-55, applicable to taxable years after December
31, 1953, permitting the use of an alternative method for computing
the allowable reserve for bad debts that may be established and
maintained by transfers from gross earnings by banks employing the
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reserve for bad debts method of accounting. While the alternative
has been beneficial in many cases, it does not fully satisfy the needs
of the banking system to enlarge in a very moderate degree its capac-
ity to assume greater risks, particularly those risks involved in loan-
ing funds to smaller and less well-established business concerns.
The new alternative formula permits each bank to key its reserve for
bad debts to its own loss experience for any consecutive 20 years'
period following the year 1927, and this is an improvement over the
original formula based on a loss experience covering the most recent
consecutive 20 years. Both of the existing formulas, by reason of
their being tied into the loss experience of the individual bank, per-
mit the largest reserves to be established by those banks which suf-
fered the greatest loan losses in the past, usually 20 to 25 years ago.
Thus the bank that suffered the heaviest losses many years ago is, in
effect, rewarded today by being permitted to establish the largest
reserves for bad debts.

There is need for a bad-debt reserve formula, not related to the
loss history of the individual bank or groups of banks, but based upon
the sound premise that a normal proportion of loss must be expected
in the business of lending and such losses should be regarded as a
legitimate business expense against which a reasonable initially tax-
free reserve should be established. A suitable and soundly based for-
mula would permit banks to create and maintain reserves by trans-
fers from gross earnings at a rate of ){ percent per annum until a
suitable ceiling is reached without reference or as an alternative to a
ceiling based on previous or current loss experience. To accomplish
this it is believed that legislative action would be necessary.

At the end of 1954, 2,594 national banks were maintaining reserves
for bad debts totaling $548 million. These banks held gross loans
aggregating $36.5 billion, or 90 percent of all of the loans of the 4,796
banks in the national banking system. The total of reserves for
bad debts amounted to 1.5 percent of the gross loans of the 2,594
banks maintaining such reserves.

The national banking system continues to meet its full share of
responsibility to care for the essential credit needs of the nation.
Gross loans and discounts in all national banks reached $40.4 billion
at the end of 1954, having fluctuated moderately from the close of
1953 through the third quarter of 1954, but the advance of $2.4'
billion in the last quarter was more than two and one-half times that
for the same period in 1953 and slightly above the expansion for the
fourth quarter of 1952. Modest fluctuations occurred in the volume
of commercial and industrial loans during 1954, the year-end level
standing at $16.5 billion, with the entire $2 billion expansion in gross
loans distributed throughout other major categories, the most sig-
nificant gain, $1 billion, occurring in loans secured by real estate.
Loans to brokers and dealers in securities gained $312 million, or 30
percent, and amounted to $1,356 million at the year end.

Expansion of less than 2 percent occurred during the year in the
volume of installment credit, repair, modernization, other install-
ment, and single-payment loans which reached a level of $8.2 billion
in the national banking system on December 31. Retail automobile
installment paper continued its decline begun in the fourth quarter
of 1953 and after inconsequential gains in the second and fourth
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quarters of 1954, the volume at the year end reached $2.4 billion.
The total of all installment credit in the Nation although fluctuating
within $1 billion during 1954, stood at $22.4 billion on December
31, of which $8.6 billion, or 38.4 percent, was held by commercial
banks as compared to 40 percent in 1953. The national banking
system alone held $5,781 million of strictly installment loans to
individuals which, after adjustment for nonconsumer-type obligations
and hypothecated deposits representing payments on such loans,
constituted 58 percent of all installment credit loans held by com-
mercial banks.

The total national expenditure for all new construction, public
and private, rose from $35.3 billion in 1953 to $37 billion in 1954.
Residential building accounted for slightly more than half of the total.
Public construction costs in 1954 amounted to $11.5 billion. New
dwelling units started during 1954 numbered over 1.2 million, up
10 percent from 1953, second only to 1950, and 1.1 million units were
actually constructed in 1954, the sixth consecutive year in which
1 million or more homes were placed under construction. The
aggregate cost of new construction and modernization was $54
billion. These activities continued stimulation of a generally heavy
demand for real estate mortgage loans and the total real estate
debt passed $113 billion in 1954 for a gain of more than 12 percent
in 1 year.

In the national banking system, loans guaranteed by the Veterans'
Administration rose 10 percent over the prior year to a total of $2,125
million on December 31. This gain was exceeded by conventional
loans not insured or guaranteed by FHA or VA which increased
nearly 14 percent to a total of $3,085 million. Federal Housing
Administration loans gained $168 million to a total of $2.4 billion.
Total loans secured by residential properties totaled $7.6 billion at
the year end, an increase of $731 million, or 10.6 percent for 1954,
as compared to 6.37 percent for 1953. All loans secured by realty
advanced 11.6 percent to a total of $9.8 billion at the close of the year.

The gross investment of the national banking system in United
States Government obligations, direct and guaranteed, expanded $4
billion during 1954 to $39.5 billion. A trend toward slightly longer
maturities is reflected by the expansion of 136 percent or $8 billion
in the 5- to 10-year group to a total of $13.9 billion, a reduction of
$1.2 billion, or 8.2 percent, in bills, certificates of indebtedness, and
notes, to a total of $14 billion, and a contraction of $3.3 billion or
33 percent in bonds maturing in 5 years or less to a total of $6.9
billion. United States Government bonds maturing in 10 to 20 years
were up only $576 million at the end of 1954 to a total of $3.3 billion.

Obligations of States and political subdivisions held by the national
banking system continued to increase, and at the end of 1954 the
gross amount was $7 billion, up $1 billion, or 14 percent. Other
bonds, notes, and debentures held fairly close to $2 billion throughout
the year.

The volume of special revenue bonds issued during 1954 to finance
toll roads and bridges throughout the Nation rose sharply. In other
years the Comptroller of the Currency has been asked to rule upon
the eligibility of infrequent issues of this type for investment by
national banks. Eligibility of such issues is dependent upon their

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

1954



REPORT OF THE COMPTROLLER OF THE CURRENCY 5

conformity with the provisions of the Investment Securities Regula-
tion of the Comptroller of the Currency, promulgated pursuant to
United States Revised Statute 5136 (Title 12, U. S. C , sec. 24).

Even though national banks hold in their portfolios only small
amounts of toll road and bridge revenue obligations, most of which
have maturities up to 40 years, because of the heavy expansion in
this type of financing, in 1954 it became necessary for the Comptroller
to consider 14 separate issues that aggregated $2,375,800,000. It is
of interest to note that in January 1954, there were 720 miles of toll
roads operating and 600 more miles were opened during the year.
Another 1,400 miles of such roads are under construction or financed
by bond issues.

The credit worthiness of general obligations of States and mu-
nicipalities, corporate issues, and special-revenue municipal authority
bonds held in national bank investment portfolios continues high.

The trend toward the combination of banks into larger units
continued in 1954; during the year, 121 national banks absorbed 58
national and 66 State banks, and 40 State banks absorbed 41 national
banks, by means of consolidation, merger, and purchase. The
following schedule contains pertinent details of these transactions:

Consolidations or mergers with and into national banks

[Dollar figures to nearest 100,000]

Absorbed national banks

Absorbed State banks

Number

30

28

58

Total
deposits

437.4

923.2

1, 360. 6

Total book
value

capital
structure

35.8

71.4

107.2

Continuing banks

Consolidated or merged into 29
national banks.

Consolidated or merged into 26
national banks.

Purchases by national banks

Absorbed national banks-.
Absorbed State banks

28
38

66

331.2
146.4

477.6

29.7
12.8

42.5

Purchased by 28 national banks.
Purchased by 38 national banks.

Consolidations, mergers, sales of national banks with and into or to State banks

[Dollar figures to nearest 100,000]

National banks absorbed

National banks absorbed

Number

12

29

41

Total
deposits

110.6

199.2

309.8

Total book
value

capital
structure

8.5

18.4

26.9

Continuing banks

Consolidated or merged with 11

Purchased by 29 State banks.
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Conversions

State banks converted into
tional banks.

National banks converted
State banks.

na-

into

11

2

13

146.4

14.1

160.5

10.9

.6

11.5

11 national banks.

2 State banks.

The shareholders of the 58 banks consolidated or merged with and
into 55 national banks received cash and book value stock of the
continuing banks aggregating $109,055,260, or $1,759,909 in excess of
the aggregate book value of the assets which those banks contributed
to the mergers or consolidations. This excess amounted, on the aver-
age, to approximately 0.14 percent of the aggregate deposits acquired
by the continuing banks. On a fair valuation basis, the shareholders
of the 58 absorbed banks contributed assets having an estimated value,
in excess of liability to creditors, of $112,300,020 and received cash
and fair value stock of the continuing banks aggregating $114,255,972,
or $2,955,952 in excess of the aggregate fair value of the assets which
those banks contributed to the mergers or consolidations. This differ-
ence is accounted for through fair value appraisals of fixed assets (bank
premises—furniture and fixtures), bond appreciation or depreciation,
allowances for pension fund adjustments, excess reserve for taxes, etc.
This excess amounted, on the average, to approximately 0.22 percent
of the aggregate deposits acquired by the continuing banks.

The shareholders of the 66 national and State banks that were
purchased by 66 national banks received $52,618,344 in cash, or
$10,052,017 in excess of the book value of the selling banks7 aggregate
capital structures. This amounts, on an average, to 2.1 percent of
the selling banks' deposit liabilities. It should be noted that in such
transactions the payment frequently covers assets having value in
excess of book value, and the records of the Comptroller's office reveal
that the actual premiums paid amount to about $7% million, rather
than $10 million as noted above on a book value basis.

While the number of consolidations, mergers, and sales is relatively
small when compared to the total number of banks, these "mergers"—
to use the term most often applied to these transactions as a whole—
were a significant factor in banking during 1954, and have received
wide publicity. For these reasons the views and policies of the
Comptroller's office toward mergers are set forth here.

In dealing with mergers, consolidations, or purchases, we feel that
it is our duty under the law not to have a fixed policy, either in favor
or in opposition, since we believe that the law requires us to weigh
the merits of each individual case, after determining that it may legally
be effected, in deciding whether our approval should be given. The
one exception to this, of course, is the very rare class of cases (at least
in recent years) in which the consolidation of a very weak bank with
a stronger institution is necessary to protect the banking public. In
all other cases, it is our job to pass upon the proposals which are
brought to us by the management of the banks concerned. When our
approval is requested for a merger or consolidation, we consider
whether the proposal is fair and equitable to the stockholders of the
banks, whether the resulting institution will be capably managed,
soundly capitalized, and in a sound asset condition, and whether there
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is adequate reason of any kind as to why the merger or consolidation
should not be permitted. We could not properly carry out our respon-
sibilities if we had a prejudice for or against mergers generally.

It should be noted that when national banks combine with other
national banks or with State banks, they do so pursuant to specific
statutory authority; in other words, Congress has specifically granted
to national banks the power to consolidate and merge with other
banks. The power to consolidate under national charter was first
granted by Congress in the act of November 7, 1918.

For many years after 1918, while national banks could consolidate
with other national banks, and with State banks under a national
charter, they could not consolidate directly with State banks under
State charters; it was necessary, if a national and State bank wished
to combine and operate under a State charter, for the national bank to
liquidate and dispose of its business to the State bank.

This situation was changed by the act of August 17, 1950, which is
sometimes called the "two-way street" law. Under the law permitting
consolidations under a national charter, the approval of the Comptrol-
ler of the Currency is required. Our approval, however, is not
required for consolidations or mergers into a State-chartered institu-
tion under the "two-way street" law. Since 31 States have passed
legislation providing for such consolidations, and permitting State
banks to consolidate with national banks under national charter
without the approval of any State official, it is now possible in those
States for a national bank to leave the national system by consolida-
tion, merger, or conversion, without the approval of the Comptroller
of the Currency. The passage of this law permitted 43 consolidations
of national banks with State banks under State charter from the time
of its passage on August 17, 1950, until December 31, 1954. During
this same period there were 62 consolidations and mergers of State
banks with national banks under national charter.

Another recent addition to the national banking laws also broadened
to some extent the power of national banks to combine with other
banks. Section 1 of the act of July 14, 1952, provides for "mergers"
of national banks or State banks into national banks. This law was
designed for use in cases in which a large bank is absorbing a much
smaller bank, and the procedure prescribed differs from the procedures
followed in usual "consolidations" under the earlier law in that
dissenting shareholders of the "receiving association"—the large bank
which is absorbing the smaller one—do not have the right to receive
the value of their shares in cash. However, two-thirds vote of the
shareholders of each bank is required. There were 22 mergers under
the procedure prescribed in this law from its passage to December 31,
1954.

We mention all of these laws to give some indication of the legal
climate in which we in the Comptroller's office operate. On the one
hand we have, in the various consolidation and merger statutes, clear
indication that Congress believes that transactions in which banks
combine are, at least in some circumstances, necessary and warranted.
On the other hand, we are aware that a general policy of Congress
against mergers and consolidations which substantially lessen competi-
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tion or tend to create monopoly has been expressed in the Clayton Act.
And, perhaps most important, we must examine each proposal which
comes to us for approval in the light of what we consider to be our
primary duty—the duty to exercise those powers granted to the Comp-
troller in such a way as to promote a strong and sound banking system,
and one which will grow with American business and industry so that
it can provide the financial services necessary for the continued growth
of our economy.

We have no doubt that the mergers and consolidations which have
been approved by our office in recent years have been in strict compli-
ance with the law, that they have not tended substantially to reduce
competition or to create monopoly, and that they have resulted in
individual banks and a banking system better able to serve the com-
munities affected and the country as a whole. So far as it is possible
to generalize, we believe that the effect of the mergers upon which
we have had to pass has been to make for more rather than less
competition.

There have been some who have viewed with misgivings the sub-
stantial reduction in the number of individual banks in the United
States during the last 30 years, from 28,257 in 1925 to 14,388 as of
December 31, 1954. This reduction has resulted from conditions and
pressures both within the banking system itself and in the economy
as a whole.

The greatest reduction occurred, of course, between 1926 and 1939.
As we look back on those years now, we can see that a part of the
banking troubles which we experienced then were the result of an
"overbanked" situation in the country. There is little doubt that
there were just too many banks for the banking business and manage-
ment talent available, and this condition resulted in large numbers of
bank failures even in times when the country was generally prosperous.
We are certain that none would care to return to a type of situation
in the banking industry which contributed to the problems with which
we were faced in 1930 to 1933.

The period between 1940 and 1949 saw 544 unit banks go out of
existence in consolidations, mergers, and sales involving national
banks. However, the total number of banks remained relatively
stable at'about 15,000. Beginning in 1950 the number of mergers
increased, and since that time 440 commercial banks have been
absorbed in transactions which involved national banks, plus a
number of State-chartered banks that were absorbed by other State
banks.

From January 1, 1950, to December 31, 1954, the Comptroller's
office approved the acquisition by national banks of 157 other national
banks and 177 State-chartered banks through consolidation, merger,
or sale, and saw 106 national banks absorbed by State-chartered
banks after approval by the governing State banking department.
The following table shows the number of banks which have been
absorbed since 1950, and their total resources:
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Data on consolidations, mergers, purchases and sales, and conversions—1950 to Dec.
SI, 1954

Number
of banks

50
15
92

157

59
10

108

177

42
64

106

440
11
22

Type

National banks consolidated with and into other national banks..- - _
National banks merged with other national banks
National banks purchased by other national banks _ . „

Subtotal _

State-chartered banks consolidated with and into national banks
State-chartered banks merged with national banks
State-chartered banks purchased by national banks

Subtotal __ -_ __ - __-

National banks consolidated or merged with State-chartered banks
National banks purchased by State-chartered banks - - _

Subtotal - - - - _-_

State banks merged, consolidated, or purchased with or by other State-chartered
banks. (Data not available to Comptroller).

Totals for absorbed banks in transactions involving national banks
National banks converted into State-chartered banks _-
State-chartered banks converted into national banks - _ -- _ .__ .

Total
resources

(Millions)
$799

155
958

1,912

1,419
161
562

2,142

1,175
602

1,777

5,831
132
235

This is a fairly large number of banks, yet the 440 institutions which
have been absorbed represent only 3 percent of the total number of
banks operating today.

The reasons for this recent trend of mergers, consolidations, and
sales can be generalized to some extent, but it should be remembered
that particularly where very large banking institutions are the prin-
cipals, it is sometimes not possible to apply general reasons to the
situation, and specific study is necessary. However, it might be
helpful to review generally some of the reasons for the desire of banks
to merge or consolidate, and to list some of the basic reasons why the
owners of many of the absorbed banks have been willing and even
eager to sell out, merge, or consolidate with other banks.

1. Top management problems have been among the most important
reasons. In many banks the advancing age of officers, and failure to
provide successor management, has resulted in mergers. In others,
the managing owners have wished to retire from the banking business.

2. Prices or terms have been offered which the shareholders have
found most attractive. These prices or terms have been equal to
book value of the assets, and in many cases have been on a fair-value
basis plus a premium. This has been a particularly strong factor
because the stocks of many banks have a limited market, and sell
at prices below book value. The yield from dividends has not been
very attractive, and this has adversely affected the market price of
the shares. This has been caused not so much by poor earnings as
by the need to augment capital structure from retained earnings.

3. Smaller banks have joined forces in order to provide more effec-
tive competition to nearby large institutions.
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4. The failure of some banks to compete on an aggressive and
progressive basis has caused their banks to be left behind by com-
petitors from the standpoint of growth, earnings, and service to the
community.

5. The inability of some smaller banks to meet the borrowing needs
of the community, which are generally larger today than formerly,
has made them wish to become parts of larger organizations.

6. In many cases local business or industrial concerns which were
of major importance to a small-town bank have been sold to large
concerus which have their banking ties in big cities. In these cases
the small bank usually receives a smaller percentage of the banking
business of the concern, and sometimes finds it advantageous to
combine with a larger bank.

7. Fringe welfare benefits and increased compensation available
for officers and employees from the potential absorbing bank have
caused management to back many mergers.

It is also necessary to examine the motives of the continuing banks
in these transactions—the reasons why some banks have desired or
considered it necessary to consolidate or merge with, or purchase
other banks. To some extent these motives overlap with the reasons
given for the banks which are selling, or merging their businesses into
the continuing bank, but we believe that the most important reasons
of the purchasing or acquiring banks are these:

1. The need to obtain banking offices in adjoining areas in order to
obtain to a fuller extent the benefits of volume or retail banking; that
is, serving large numbers of individuals and small businesses whose
accounts and loans are relatively small.

2. The need or desire to obtain banking offices in areas where they
can serve to better advantage the business which they already have.
The postwar movement of population out of our large cities and the
decentralization of industry have been responsible for this.

3. The need for larger loaning limits, and more available deposits
to loan. This need has been caused by the general growth of industry
as a whole.

4. Keen competition with other banks, and the normal urge to excel
in expansion, growth, and earnings.

5. Desire for earnings. The above four factors are related to this
point.

It is not our belief that rising costs and inferior earnings are the
principal cause of the current trend of bank mergers, or that this has
been a major contributing factor. It is necessary to go back to the
1920's to find better earnings per thousand dollars of resources than
banks generally have enjoyed during recent years. We do not mean
to say that bank earnings are high—they are liot. But they have
been as good or better during the period since 1950 than at any time
since 1929.

In approving the consolidations in all cases in which the absorbing
bank was a national bank, we have carefully considered the applica-
tion of the principles set forth in section 7 of the Clayton Act. We
believe it to be a result of the present healthy state of competition in
American banking that in no case have we felt that a transaction
formally before us for approval has required that we withhold our
approval because its effect might be substantially to lessen compe-
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tition, or to tend to create a monopoly in banking in the competitive
area affected.

The number of operating banks in the United States on December
31, 1954, was 14,388, and the total number of banking offices, 20,916.
It is our belief, based on close observation and long acquaintance with
the activities of banks, that banking competition has become more
and more effective over the years in bringing about availability of
credit at suitable rates. This, it seems clear, is a most important
consideration in measuring the state of competition in banking. The
pertinent question which we must answer is whether a merger tends
to lessen the availability of credit to worthy seekers of credit. We
believe that the mergers which have occurred have not done so.

Furthermore, we must not lose sight of the fact that commercial
banks, such as the national banks which come within the jurisdiction
of the Comptroller's office, now have competition in a highly impor-
tant degree from other financial institutions, particularly mutual sav-
ings banks, savings and loan associations, and life insurance com-
panies. On December 31, 1954, the commercial banks of the country
had assets of $203 billion, 528 mutual savings banks had assets of
$29 billion, and 6,030 savings and loan associations had assets of
$31.7 billion. The assets of life insurance companies are, of course,
very, very large. The mutual savings banks, the savings and loan
associations, and the insurance companies are strong competitors in
the field of real estate lending and for the savings funds of our people.
The life insurance companies are also strong competitors for large
commercial loans, particularly those of longer term.

Taking all factors together, we believe the conclusion is unavoidable
that credit facilities are more readily available to borrowers, large or
small, than ever before. Competition between banking institutions
has increased rather than diminished in recent years, and has been
supplemented by increased activities of other lending agencies. It
continues to be active and effective.

Applications for permission to establish 383 de novo branches, and
149 branches growing out of the consolidation, merger, and sale of
banks with and to national banks were received by the Comptroller
in 1954. Preliminary approval was given to 396 of these applications,
95 were denied, 21 were withdrawn, and 20 were in process of investi-
gation. Eliminating the withdrawn and in process of investigation
applications, 72 percent of the fully processed de novo branch applica-
tions received during 1954 were approved. The 149 branch applica-
tions growing out of consolidations, mergers, and sales of banks with
and to national banks were approved and represent a continuance of
the existing banking units absorbed in the respective transactions.

Branch applications preliminarily approved during 1954 and prior
years resulted in the establishment of 367 operating branch banking
offices during the year. On an average, there is a lapse of 6 months
between the time preliminary approval is given by the Comptroller
and the actual establishment of the branch as an operating unit.
These 367 branch offices include the continuance by absorbing na-
tional banks of 191 offices at the locations of previously existing
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national and State-chartered banking units (head offices and branches)
involved in consolidations, mergers, or purchases, and 176 de novo
branch offices established at locations where banking services were not
conveniently available, including 52 bankless communities, or to sup-
plement banking services in areas where additional banking units were
considered to be warranted and necessary.

At the end of 1954, 507 national banks located in 35 States, the Dis-
trict of Columbia, Alaska, Hawaii, and the Virgin Islands were operat-
ing 2,929 branch banking offices. The States in which branch bank-
ing plays an important role are as follows:

State

Number
of national
banks op-

erating
branches

2
22
13
4
9
9

28
17
2

44
63
19

Number of
branches at
end of 1954

52
826
38
55
17
36

115
123
15

116
290
47

State

Number
of national
banks op-

erating
branches

Number of
branches at
end of 1954

Arizona i
California i
Connecticut i__._
Idaho i
Maine i
Maryland 1
Massachusetts-..
Michigan
Nevada 1
New Jersey
New York
North Carolina 1

Ohio
Oregon 1

Pennsylvania..
Rhode Island i.
South Carolina
Tennessee
Utah
Virginia
Washington l

TotaL

139
125
224
34
51
68
18
56

161

411 2,606

1 Statewide branch banking permitted.

The Comptroller of the Currency has pointed out on several occa-
sions that his office does not have a bias in favor of or against branch
banking. In this field, it is the duty of the Comptroller's office to
operate in accordance with the wishes of the people of each State,
since Congress has made the powers of national banks to establish and
operate branches dependent upon the laws of each State. At the end
of 1954, 35 States permitted branch banking, 15 of them on a statewide
basis and 20 on a restricted or limited area basis. The remaining 13
States prohibit branch banking either through specific statutes or the
failure to enact enabling legislation.

States prohibiting branch banking, i. e., Colorado, Florida, Illinois,
Kansas, Minnesota, Missouri, Nebraska, New Hampshire, Oklahoma,
Texas, West Virginia, Wisconsin, and Wyoming, include several that
are densely populated, so it cannot be said that branch banking is a
concomitant of population density. Neither can it be said that it is
the result of any other unusual banking need in a specific State or
States. The residents and legislatures of certain States have considered
branch banking as a desirable development in banking, and those of
other States have taken an opposite view.

The two largest cities in the country, New York City with branch
banking and Chicago without it, provide an interesting contrast.
New York City (limited to the five boroughs) is served by 111 banks,
including 53 mutual savings banks, and 618 branches, or a total of
729 banking units and branch offices. Chicago is served by 74 unit
banks with no branch offices. Using 1950 census figures, New York
City has one banking office to serve each 10,825 of its population,
Chicago one banking office for each 48,931 of population. One obvious
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conclusion that may be drawn from this is that what is considered
desirable and necessary in the way of banking offices in one State is
looked upon differently in another State. It is believed that compe-
tition is just as keen for the available banking business in the city of
Chicago as it is in New York City. However, several basic differences
do exist. It would appear that more convenient banking services are
available to residents of New York City because of the larger number
of banking offices made possible by branches. The greater activity
in New York, and in other branch bank States, in consolidations,
mergers, and sales of banks is made practicable through the ability to
establish branches where offices of the absorbed banks were previously
located. Chicago has a large number of "currency exchanges" which
the general public relies upon rather heavily to cash checks against
payment of a fee fixed by the State. New York City, because of its
large number of banking offices, finds the existence of such currency
exchanges to be less necessary. Despite these interesting and possibly
not too important differences, the credit and general banking needs of
the two huge cities are believed to be adequately served.

Competition among and between banks has given rise to a greater
than normal number of branch applications prompted very heavily by
the competitive factor. Many of the 95 denied branch applications
come, at least in part, within the framework of this factor. Competi-
tion is necessary and has a rightful place in many and perhaps all
branch applications, but not to the point where it may lead to unsound
and unprofitable branch offices.

It is significant to note what has happened during the past 30 years
by comparing the number and type of banking units in States which
permit branch banking on a statewide or limited area basis with
banking units in those States which prohibit branch banking, and
relating this comparison to the number of people served per banking
unit.

States permitting

Arizona:
N u m b e r of all b a n k s . _ . _ ___ _ .
Number of branches

Total banking units.__ _

Number of all banking units in relation to
population

California:
Number of all banks . __ _
Number of branches _.

Total banking units._ ._ . _ __ _

Number of all banking units in relation to
population __ _

Connecticut:
Number of all banks
Number of branches

Total banking units

Number of all banking units in relation to
population

Statewide branch banking

June 30,1924

63
20

83

1 per 4,000

675
538

1,213

1 per 2,800

222

222

1 per 6,200

Dec. 31,1934

17
18

35

1 per 12,400

283
804

1,087

1 per 5,200

200
10

210

1 per 7,700

Dec. 30, 1944

12
28

40

1 per 12,500

206
830

1,036

1 per 6,700

197
16

213

1 per 8,000

Dec. 31, 1954

13
80

93

1 per 8,100

171
1,088

1,259

1 per 8,400

177
107

284

1 per 7,100

350642—55-
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States permitting Statewide branch banking—Continued

Delaware:
Number of all banks
Number of branches

Total banking units

Number of all banking units in relation to
population _ __

Idaho:
Number of all banks
Number of branches

Total banking units

Number of all banking units in relation to
population

Maine:
Number of all banks
Number of branches.

Total banking units

Number of all banking units in relation to
population .

Maryland:
Number of all banks
Number of branches

Total banking units

Number of all banking units in relation to
population

Nevada:
Number of all banks
Number of branches.

Total banking units

Number of all banking units in relation to
population

North Carolina:
NnTnber of all bfvnlcs
Number of branches

Total banking units

Number of all banking units in relation to
population

Oregon:
Number of all banks
Number of branches

Total banking units

Number of all banking units in relation to
population

Rhode Island:
Number of all banks..
Number of branches

Total banking units

Number of all banking units in relation to
population

South Carolina:
Number of all banks
Number of branches

Total banking units...

Number of all banking units in relation to
population,.

June 30,1924

61
18

79

1 per 2,800

177

177

1 per 2,400

150
47

197

1 per 3,900

250
88

338

1 per 4,300

34

34

1 per 2,300

618
66

684

1 per 3,700

277
1

278

1 per 2,800

45
21

66

1 per 9,200

411
20

431

1 per 3,900

Dec. 31,1934

49
13

62

1 per 3,800

63
26

89

1 per 5,000

104
58

162

1 per 4,900

201
91

292

1 per 5,600

10
5

15

1 per 6,100

216
68

284

1 per 11,200

106
30

136

1 per 7,000

35
35

70

1 per 9,800

136
20

156

1 per 11,100

Dec. 30,1944

42
13

55

1 per 4,800

46
40

86

1 per 6,100

97
63

160

1 per 5,300

184
96

280

1 per 6,500

9
14

23

1 per 4,800

227
139

366

1 per 9,800

71
69

140

1 per 7,800

35
45

80

1 per 8,900

146
24

170

1 per 11,200

Dec. 31,1954

36
34

70

1 per 4,500

38
64

102

1 per 5,800

93
89

182

1 per 5,000

160
169

329

1 per 7,100

8
22

30

1 per 5,300

224
302

526

1 per 7,700

48
137

185

1 per 8,200

18
77

95

1 per 8,300

151
73

224

1 per 9,500
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States permitting Statewide branch banking—Continued

15

Vermont:
Number of all banks _ _ _ . . . _ _ .
Number of branches

Total banking units

Number of all banking units in relation to
population

Washington:
Number of all banks
Number of branches

Total banking units

Number of all banking units in relation to
population _

June 30,1924

105

105

1 per 3,400

381
7

388

1 per 3,500

Dec. 31, 1934

98
12

110

1 per 3,300

204
31

235

1 per 6,700

Dec. 30, 1944

80
18

98

1 per 3,700

128
94

222

1 per 7,800

Dec. 31,1954

72
22

94

1 per 4,000

111
183

294

1 per 8,100

States permitting limited area branch banking

Alabama:
Number of all banks
Number of branches-

Total banking units

Number of all banking units in relation to
population..

Arkansas:
Number of all banks
Number of branches

Total banking units

Number of all banking units in relation to
population

Georgia:
Number of all banks
Number of branches

Total banking units

Number of all banking units in relation to
population _

[ndiana:
Number of all banks
Number of branches

Total banking units

Number of all banking units in relation to
population

Iowa:
Number of all banks __
Number of branches

Total banking units

Number of all banking units in relation to
population

Kentucky:
Number of all banks
Number of branches

Total banking units

Number of all banking units in relation to
population... _

June 30,1924

362
19

381

1 per 6,200

485
3

488

1 per 3,600

656
53

709

1 per 4,100

1 108
8

1,116

1 per 2,600

1,692

1,692

1 per 1,400

612
12

624

1 per 3,900

Dec. 31,1934

222
16

238

1 per 11,100

237
5

242

1 per 7,700

327
27

354

1 per 8,200

548
39

587

1 per 5, 500

663
95

758

1 per 3,300

439
25

464

1 per 5,600

Dec. 30,1944

217
20

237

1 per 12,000

213
18

231

1 per 8,400

293
25

318

1 per 9,800

499
72

571

1 per 6,000

640
156

796

1 per 3,200

392
31

423

1 per 6,700

Dec. 31, 1954

234
33

267

1 per 11, 500

231
22

253

1 per 7, 500

386
50

436

1 per 7,900

478
150

628

1 per 6,300

663
162

825

1 per 3,200

371
62

433

1 per 6,800
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States permitting limited area branch

OF THE CURRENCY

banking—Continued

Louisiana:
Number of all banks
Number of branches _ _ _ _.

Total banking units

Number of all banking units in relation to
population

Massachusetts:
Number of all banks
Number of branches

Total banking units

Number of all banking units in relation to
population

Michigan:
Number of all banks
Number of branches

Total banking units _

Number of all banking units in relation to
population

Mississippi:
Number of all banks
Number of branches

Total banking units-

Number of all banking units in relation to
population

Montana:
Number of all banks
Number of branches

Total banking units .__

Number of all banking units in relation to
population

New Jersey:
Number of all banks
Number of branches

Total banking units

Number of all banking units in relation to
population

New Mexico:
Number of all banks
Number of branches

Total banking units

Number of all banking units in relation to
population

New York:
Number of all banks
Number of branches

Total banking units

Number of all banking units in relation to
population

North Dakota:
Number of all banks
Number of branches

Total banking units

Number of all banking units in relation to
population

June 30, 1924

251
93

344

1 per 5, 200

448
98

546

1 per 7,100

770
332

1,102

1 per 3,300

357
25

382

1 per 4, 700

248

248

1 per 2,200

479
21

500

1 per 6,300

76

76

1 per 4,700

1,120
362

1,482

1 per 7,000

687

687

1 per 900

Dec. 31,1934

149
53

202

1 per 10,400

405
144

549

1 per 7, 700

486
134

620

1 per 7,800

213
35

248

1 per 8,100

123

123

1 per 4,400

427
117

544

1 per 7,400

42

42

1 per 10,100

922
661

1,583

1 per 8,000

206

206

1 per 3,300

Dec. 30,1944

149
54

203

1 per 11,600

383
152

535

1 per 8,100

428
176

604

1 per 8, 700

202
49

251

1 per 8, 700

111

111

1 per 5,000

378
127

505

1 per 8, 200

41
6

47

1 per 11,300

828
704

1,532

1 per 8,800

153
25

178

1 per 3,600

Dec. 31,1954

172
100

272

1 per 9,900

365
293

658

1 per 7,100

429
336

765

1 per 8,300

197
84

281

1 per 7,800

110

110

1 per 5,400

330
241

571

1 per 8, 500

52
22

74

1 per 9, 200

689
1,074

1,763

1 per 8,400

154
23

177

1 per 3,500
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Slates permitting limited area branch banking—Continued

17

Ohio:
Number of all banks
Number of branches

Total banking units - _ __ ._

Number of all banking units in relation to
population __

Pennsylvania:
Number of all banks
Number of branches -

Total banking units

Number of all banking units in relation to
population.-

South Dakota:
Number of all banks
Number of branches

Total banking units

Number of all banking units in relation to
population.. _

Tennessee:
Number of all banks _-__ _. ___
Number of branches - -

Total banking units—

Number of all banking units in relation to
population

Utah:
Number of all banks
Number of branches. ._

Total banking units

Number of all banking units in relation to
population.

Virginia:
Number of all banks
Number of branches-

Total banking units __

Number of all bankin? units in relation to
population.. . .

June 30,1924

1,107
203

1,310

1 per 4,400

1,650
98

1,748

1 per 5,000

553

553

1 per 1,200

569
53

622

1 per 3,800

116

116

1 per 3,900

523
45

568

1 per 4,100

Dec. 31,1934

706
166

872

1 per 7,600

1,136
107

1,243

1 pel 7,700

212
1

213

1 per 3,300

332
46

378

1 per 6,900

58
10

68

1 per 7, 500

329
69

398

1 per 6,100

Dec. 30, 1944

682
169

851

1 per 8,100

1,044
118

1,162

1 per 8, 500

164
42

206

1 per 3,100

292
52

344

1 per 8, 500

57
13

70

1 per 7,900

312
75

387

1 per 6,900

Dec. 31, 1954

637
340

977

1 per 8,100

866
419

1,285

1 per 8,200

170
51

221

1 per 3,000

297
122

419

1 per 7,900

54
33

87

1 per 7,900

316
142

458

1 per 7,200

States prohibiting branch banking

Colorado:
Number of all banks - _ ___ .
Number of branches .

Total banking units

Number of all banking units in relation to
population

Florida:
Number of all banks
Number of branches __

Total banking units

Number of all banking units in relation to
population

June 30, 1924

342

342

1 per 2,700

299
1

300

1 per 3,200

Dec. 31, 1934

161

161

1 per 6,400

156

156

1 per 9,400

Dec. 30, 1944

141

141

1 per 8,000

173
1

174

1 per 10,900

Dec. 31, 1954

161

161

1 per 8,200

226
1

227

1 per 12,200
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States prohibiting branch banking—Continued

Illinois:
Number of all banks -
Number of branches

Total banking units

Number of all banking units in relation to
population _.

Kansas:
Number of all banks
Number of branches

Total banking units

Number of all banking units in relation to
population-

Minnesota:
Number of all banks
Number of branches

Total banking units

Number of all banking units in relation to
population..

Missouri:
Number of all banks
Number of branches

Total banking units

Number of all banking units in relation to
population

Nebraska:
Number of all banks
Number of branches

Total banking units

Number of all banking units in relation to
population

New Hampshire:
Number of all banks
Number of branches

Total banking units

Number of all banking units in relation to
population-

Oklahoma:
Number of all banks
Number of branches

Total banking units

Number of all banking units in relation to
population

Texas:
Number of all banks
Number of branches

Total banking units

Number of all banking units in relation to
population

West Virginia:
Number of all banks
Number of branches

Total banking units

Number of all banking units in relation to
population

June 30,1924

1,906

1,906

1 per 3,400

1,293

1,293

1 per 1,400

1,422
11

1,433

1 per 1,700

1,612

1,612

1 per 2,100

1,100
2

1,102

1 per 1.200

123

123

1 per 3,600

808

808

1 per 2,500

1,533

1,533

1 per 3,000

350

350

1 per 4,200

Dec. 31,1934

882

882

1 per 8,600

743

743

1 per 2, 500

689
6

695

1 per 3,700

710

710

1 per 5,100

437
2

439

1 per 3,100

113
1

114

1 per 4,100

412

412

1 per 5,800

947

947

1 per 6,200

182

182

1 per 9,500

Dec. 30,1944

833

833

1 per 9,500

619

619

1 per 2,900

673
6

679

1 per 4,100

594

594

1 per 6,400

407
2

409

1 per 3,200

107
3

110

1 per 4,500

382

382

1 per 6,100

834

834

1 per 7,700

178

178

1 per 10,700

Dec. 31,1954

910

910

1 per 9,600

602

602

1 per 3,200

680
6

686

1 per 4,300

600

600

1 per 6,600

419

420

1 per 3,200

110
3

113

1 per 4, 700

384

384

1 per 5,800

921

921

1 per 8,400

183

183

1 per 11,000
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States prohibiting branch banking—Continued

Wisconsin:
Number of all banks
Number of branches

Total banking units

Number of all banking units in relation to
population ___

Wyoming:
Number of all banks - . . .
Number of branches

Total banking units

Number of all banking units in relation to
population

June 30,1924

993
9

1,002

1 per 2,600

116

116

1 per 1, 700

Dec. 31,1934

624
94

718

1 per 4,100

60

60

1 per 3,800

Dec. 30,1944

559
141

700

1 per 4,500

56

56

1 per 4,500

Dec. 31,1954

558
150

708

1 per 4,900

53

53

1 per 5,500

District of Columbia (districtwide branch banking

Number of all banks
Number of branches

Total banking units

Number of all banking units in relation to
population.. . __

June 30,1924

46
19

65

1 per 6,700

Dec. 31,1934

22
30

52

1 per 9,400

'permitted)

Dec. 30,1944

21
30

51

1 per 13,000

Dec. 31, 1954

17
49

66

1 per 12,200

Contrary to the popular belief that people residing in States where
branch banking is prohibited are served by fewer banking units, the
figures reveal they have proportionately more banking units to serve
their needs. At the end of 1934, 6,116 banks and 103 branches in the
13 States presently prohibiting branch banking served an average of
5,333 people per banking unit. A five-percent reduction in the number
of unit banks, exclusive of branches, occurred in these States during
the 20-year period through 1954, and the remaining 5,807 banks and
161 branches were serving 6,566 people per banking unit. The 14
States which permit statewide branch banking had 1,722 banks and
1,221 branches at the end of 1934, or one banking unit for each 6,591
people. At the end of 1954, these same States were served by 1,320
banks (a 23-percent reduction) and 2,447 branches (a 100-percent
increase), and the 3,767 total banking units were serving 7,676 people
per unit. The 21 States which permit limited area branch banking
had 8,182 banks and 1,750 branches at the end of 1934, or one banking
unit for each 7,020 people. At the end of 1954, these 21 States had
7,201 banks (a 12-percent decrease) and 3,759 branches (a 115-percent
increase), and the 10,960 banking units w êre serving 7,463 people per
unit.

During the past 20 years, the 13 States prohibiting branch banking
have experienced a 5-percent shrinkage in the total number of unit
banks. The 14 States permitting statewide branch banking have
experienced a 28-percent increase in the total number of banking
offices during this period, and the 21 States permitting limited area
branch banking have experienced a 10-percent increase in the total
number of banking offices. Despite the increased number of banking
offices in the 35 Statesjpermitting branch banking, as compared to a
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decrease in the number of unit banks during the past 20 years in States
which prohibit branch banking, the latter continue to have more
banking offices per thousand of population than is the case in the
branch bank States. The principal answer rests in the fact that popu-
lation growth has been more rapid in those States where branch bank-
ing is permitted.

It is clear in the figures set forth above that where branch banking
is permitted, particularly statewide branch banking, the number of
unit banks is decreasing, as a general rule, and the increased banking
needs of an expanding population are being met by the establishment
of branches. At the end of 1954, 6,206 branch offices were operating
in the 35 branch-bank States, as compared to 2,971 branch offices at the
end of 1934. The unit banks operating in these States decreased in
number from 9,904 to 8,521 during this same period. There was a
decrease in the number of unit banks in the 13 States prohibiting
branch banking during this 20-year period from 6,116 to 5,807, or 309
fewer banks (5 percent shrinkage). It would seem that the 1,383
fewer unit banks in the 35 branch-bank States cannot be attributed
solely to branch banking, but in all probability some 800 or 900 banks
that have gone out of existence would not have done so except for
branch banking. Moreover, the 3,235 additional branches estab-
lished since the end of 1934 would have resulted in the organization of
a lesser number of unit banks if branch banking had been prohibited.

None of the remarks made herein should be construed as favoring
or opposing branch banking. They are strictly factual comments
designed to acquaint the Congress with the background, trend, and
present position of branch banking in the Nation's banking picture.
Many areas would be without banking services if it were not possible
to establish branches which are less costly to operate. Branch
banking is making inroads into the number of unit banks, but it
provides, in many instances, a ready market for the sale of banks that
would otherwise have a very limited market.

The pros and cons of branch banking are many, but the fact
remains that it is the privilege of the several States to decide whether
it should be permitted or prohibited.

The comparisons made in the above comments have been limited to
the period between 1934 and 1954. The country was overbanked in
1924, but much of this had been corrected by 1934. The 1924
statistics have been incorporated largely to show the position at that
time with the situation as it exists today.

The following sumary of the 176 de novo branch offices of national
banks that opened for business in 1954 is of interest, particularly
from the standpoint that it reveals 29 percent of the new banking
offices were created to serve formerly bankless communities:
Description: Number

In cities with population less than 5,000 (includes 34 communities
that were bankless prior to the establishment of a branch) 48

In cities with population from 5,000 to 25,000 (includes 12 communi-
ties that were bankless prior to the establishment of a branch) 38

In suburban areas of large cities (includes 6 communities that were
bankless prior to the establishment of a branch) 15

In cities with population from 25,000 to 50,000 25
In cities with population of over 50,000 50
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Thirty-five firm applications to charter new national banks were
considered by the Comptroller's office during 1954. The applications
were received from groups of individuals residing in 19 different
States. After careful investigation and study, 20 of the applications
were approved and 15 denied. The most common reason for the
inability of the office to approve a larger percentage of the new charter
applications centered in an inadequate need of the community or
area for an additional bank |with resulting poor prospects for its
profitable operation.

The earnings of national banks were satisfactory for the year 1954.
The greater than normal net asset losses (after allowing for all bond
profits and recoveries) of $151 million suffered in 1953 were recouped
in 1954 to the extent of $149 million. Both figures were greatly
influenced by losses on securities sold (1953) and profits on securities
sold (1954).

Net earnings from operations, in relation to year-end total resources
and capital funds, were slightly less in 1954 than they were in 1953,
largely because of an increase in operating expenses accompanied by
a slight decrease in operating earnings. Nevertheless, operating
results were satisfactory, and when combined with net asset recover-
ies and bond profits, after allowing for all asset losses, the national
banking system was able to pay $300 million in cash dividends, or a
return of 3.70 percent on year-end total capital funds (3.88 percent
on average capital funds for the year), and retain $547 million to
augment capital funds and reserves.

The schedule set forth below incorporates full details on this subject,
plus a comparison with earnings for the year 1928, which is of interest
in relation to current-day earnings results. (An additional detailed
commentary on 1954 earnings appears elsewhere in this report.)
Earnings, expenses, etc., of national banks for the years ended Dec. 31, 1928, 1950,

1953, and 1954
["Indicates amounts in millions of dollars]

1928 1953 1954

*Total assets at close of year
*Total capital accounts at close of year
* Gross earnings
Per $100 of assets
Per $100 of capital funds

*Gross expenses-
Per $100 of assets
Per $100 of capital funds

*Net earnings from operations
Per $100 of assets
Per $100 of capital funds

*Net asset losses or recoveries (including bond profits, etc.)1

Per $100 of assets
Per $100 of capital funds

*Taxes (income)
Per $100 of assets
Per $100 of capital funds

*Net profits before dividends.-.
Per $100 of assets
Per $100 of capital funds

* Cash dividends
Per $100 of assets
Per $100 of capital funds

•Retained earnings—_
Per $100 of assets
Per $100 of capital funds

30,259
3,684
1,351
$4.47

$36. 69
988

$3.27
$26. 83

363
$1.20
$9.86
-72

-$.24

291
$.96

$7.90
195

$.64
$5.30

96
$.32

$2.60

97,240
6,329
2,193

$34. 65
1,337
$1.38

$21.13
856

$.88
$13. 52

+26
+$.03
+$•41

256
$.26

$4.04
626

$.65
$9.89

230
$.24

$3.63
3 396
$.41

$6. 26

110,117
7,410
3,068
$2. 79

$41. 41
1,845
$1.68

$24. 90
1,223
$1.11

$16. 51
-151

-$.14
-$2. 05

466
$.42

$6.28
606

$.55
$8.18

275
$.25

$3.71
3 331
$.30

$4.47

116,151
8,104
3,226
$2.78

$39.81
1,996
$1.72

$24. 63
1,230
$1.06

$15.18
+149

+$.13
+$1.84

532
$.46

$6.56
847

$.73
$10.46

300
$'.26

$3.70
3 547
$.47

$6. 76
1 Exclusive of transfers to and from reserve for bad debts and other valuation reserves on loans and securi-

ties but including net losses charged to these reserves.
2 Total taxes included with gross expenses. Income taxes not called for separately.
3 Includes funds transferred to reserve for bad debts and valuation reserves less the amount of assets

charged off against such reserve accounts. Includes $88 million in 1950, $33 million in 1953, and $106 million
in 1954 transferred to effect a net increase in reserves for bad debts and valuation reserves. (Taxes would
have absorbed a fair portion of these amounts had the transfers not been made.)
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Legislation Proposed

In the 1953 Annual Report of the Comptroller of the Currency it
was stated that the Comptroller had under consideration a legislative
proposal that would provide elasticity to the requirement of the
present law that all national banks be examined twice in each calendar
year by permitting the Comptroller, in his discretion, to waive one
such examination in justified cases. The legislation would provide,
however, that examination of a particular bank may not be waived
more frequently than once during each 2-year period beginning Janu-
ary 1, 1955. This legislation would also permit the Comptroller to
assess the expenses of examinations upon the banks in proportion to
their assets and resources upon any date or dates selected by him,
rather than on the dates of examination, and would provide that the
annual rate of assessment shall be the same for all banks examined
not more than twice in 1 calendar year. Banks examined more
frequently than twice will be assessed in addition the costs of the
additional examinations. This legislation has now been drafted and
transmitted to Congress with a recommendation that it be enacted.

In the 1953 Annual Report of the Comptroller of the Currency it
was stated that proposed legislation had been drafted which would
amend section 24 of the Federal Reserve Act (1) by permitting na-
tional banks to make amortized mortgage loans having a maturity
of longer than 10 years but not in excess of 20 years, provided the
terms are such that the installment payments are sufficient to amortize
100 percent of the principal of the loan within a term of 20 years, and
(2) by extending the maximum duration of residential and farm con-
struction loans which are not to be regarded as real estate loans
from 6 to 9 months. This proposed legislation, which was recom-
mended by the President of the United States in his Economic Report
of January 1955 (p. 60), has now been transmitted to Congress with
a recommendation that it be enacted.

In the 1952 and 1953 Annual Reports of the Comptroller of the
Currency it was stated that there had been transmitted to Congress
proposed legislation that would amend section 5221 of the Revised
Statutes by eliminating the requirement that national banks going
into voluntary liquidation be required to publish notice of this fact
in a newspaper published in the city of New York. This legislation
has again been transmitted to Congress with a recommendation that
it be enacted.

Under present law three-fourths of the directors of a national bank
must reside in the State in which the bank is located or within 50
miles of the location of the bank. In the light of modern transporta-
tion this 50-mile limitation is unduly restrictive. Hence legislation
which would change the 50-mile limitation to a 100-mile limitation
has been drafted and transmitted to Congress with a recommendation
that it be enacted.

There has been introduced in Congress legislation which would
eliminate mandatory cumulative voting in the election of directors of
national banks. This legislation would, however, permit cumulative
voting if provided for in a bank's articles of association. The experi-
ence of the Comptroller's office has been that cumulative voting when
resorted to in national banks, is used primarily for the purpose of
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placing on a particular board a director who is not congenial with the
remaining directors, thereby causing disharmony in the bank. The
Comptroller is in favor of the proposed legislation.

There has come to light recently a competitive advantage given to
State banks over national banks in the State of Massachusetts by
certain provisions of the Massachusetts tax laws. That State taxes
interest received by depositors on savings deposits in national banks,
but exempts from taxation interest received by depositors on their
deposits in State savings or commercial banks. In addition, State
savings banks which are taxed on their deposits may deduct from the
gross amounts of their deposits subject to taxation the amounts in-
vested by them in stock of State commercial banks, but they may not
deduct the amounts invested by them in the stock of national banks.
These provisions of the State tax laws operate to the detriment of
the national banking system in the State of Massachusetts. Con-
sideration is being given to appropriate steps which might be taken
to correct this situation.

Legislation Enacted

Public Law 460 of the 83d Congress, approved June 30, 1954,
eliminated the conflict between sections 23A and 24A of the Federal
Reserve Act as to the permissive investment by national banks in the
stock of corporations engaged in holding bank premises, by making
section 23A completely inapplicable to corporations engaged solely in
owning and operating the building or buildings in which are housed
the offices of the bank. Consequently, national banks may now own
their banking premises either through a direct investment in such
premises, or by investing in the stock of a corporation engaged solely
in owning and operating the bank premises.

Public Law 520 of the 83d Congress, approved July 22, 1954,
amended section 24 of the Federal Reserve Act dealing with real
estate loans which may be made by national banks, by excepting from
the restrictions or limitations of that section loans in which the Small
Business Administration cooperates or purchases a participation under
the Small Business Act of 1953. This legislation was recommended
by the Comptroller at the request of the Small Business Administra-
tion.

Public Law 560 of the 83d Congress, approved August 2, 1954, the
"Housing Act of 1954," created a Federal National Mortgage Associa-
tion, directed the Association to require each mortgage seller to make
certain nonrefundable capital contributions to the Associations,
authorized national banks to make such nonrefundable capital contri-
butions, to receive stock of the Association evidencing such capital
contributions and to hold or dispose of such stock, and to deal in,
underwrite, and purchase for its own account, obligations of the
Association.

Public Law 576 of the 83d Congress, approved August 10, 1954,
amended the District of Columbia Credit Unions Act by transferring
supervision of the 16 District-chartered credit unions from the
Comptroller of the Currency to the Director of the Bureau of Federal
Credit Unions. This legislation was recommended by the Comp-
troller.
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Public Law 597 of the 83d Congress, approved August 17, 1954,
amended the Act of August 28, 1937, by adding provisions which
authorized the Secretary of Agriculture to establish a program of
insuring loans made for the purpose of financing soil and water con-
servation improvements and practices. This legislation amended
section 24 of the Federal Reserve Act dealing with real estate loans
which may be made by national banks, by making certain limitations
and restrictions contained in that section inapplicable to such insured
loans.

Public Law 630 of the 83d Congress, approved August 23, 1954,
authorized the Central Bank for Cooperatives and the regional banks
for cooperatives to issue consolidated debentures and authorized
national banks to deal in and underwrite such of these consolidated
debentures as are eligible for purchase by national banks, in amounts
up to 10 percent of their captial stock and surplus.

Bank Holding Company Legislation

Each of the past several Congresses has had before it legislation
designed to further regulate and control bank holding companies.
During the year 1954, the Senate Committee on Banking and Currency
concluded hearings begun in 1953 on S. 76 and S. 1118, both on this
subject. However, no action was taken by the committee with respect
to the proposed legislation.

The Comptroller of the Currency continues to favor bank holding
company legislation which would provide Federal supervisory control
over expansion through the acquisition of banks and bank stocks and
restraints on engaging in businesses other than banking. In the
opinion of the Comptroller, such legislation should be reasonable and
should place no arbitrary limitations on expansion within the banking
field, but should leave the extent of permissible expansion to the
discretion of the administering supervisory agency, which will be able
to act in the light of conditions as they exist at the time action is
requested. There should be no attempt to base restrictions on expan-
sion on the laws of the various States dealing with branch banking,
and there should be no geographical limitations written into the law.

The legislation should be administered by a single supervisory
agency, and there should be no veto power on its decisions in other
agencies or in the State banking authorities. The legislation should
specify, however, that the other Federal supervisory agencies and the
appropriate State banking authorities should be given an opportunity
to comment upon applications affecting banks within their respective
jurisdictions, and that their opinions should be considered by the
agency making the final decision.

Litigation

During the year 1954 the Comptroller became involved in three
cases of litigation. In the first of these the Delaware County Na-
tional Bank of Chester, Pa., filed suit in the United States District
Court for the Eastern District of Pennsylvania against the Comp-
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troller of the Currency alleging that his action in approving the es-
tablishment and operation of a branch in Chester by the Philadelphia
National Bank had been unlawful. Subsequent to the filing of this
suit, a similar suit brought by the Delaware County National Bank
against the State banking officials who had approved the establishment
and operation of a branch in Chester by a State-chartered trust
company located in Philadelphia, was decided adversely to the con-
tentions of the plaintiff. Following this decision, and because of the
fact that substantially the same issue of law was involved in each of
the two cases, the plaintiff voluntarily dismissed its action against
the Comptroller.

The second suit was one brought by the Michigan National Bank
of Lansing, Mich., against the Comptroller of the Currency seeking
a declaratory judgment that the Comptroller is not precluded by
Michigan law from approving the establishment by the bank of an
additional branch in Saginaw, Mich., where it already has one branch.
The Comptroller had declined to approve the branch on the grounds
that under the applicable statutes the branch cannot legally be
established. The Comptroller's decision in this matter was in accord
with opinions rendered on the legal questions involved by the Attorney
General of the State of Michigan, by counsel for the Comptroller's
office, and the General Counsel of the Treasury Department. This
litigation is now pending before the United States District Court
for the District of Columbia.

The third case of litigation in which the Comptroller became in-
volved during 1954 was a suit between the First National Bank of
Auburn, Ala., and the United States Fidelity & Guaranty Co. The
reports of examination made by the Comptroller's examiners and
furnished to the bank for the use of its directors, together with all
correspondence between the Comptroller's office and the bank over
a period of years, were subpoenaed. The Comptroller has always main-
tained the position that these documents are confidential papers of
the Treasury Department and that they are privileged against dis-
closure. Accordingly, an assertion of interest and claim of privilege
was filed in this litigation on behalf of the Comptroller by A. N.
Overby, Acting Secretary of the Treasury. This matter was heard
before the United States District Court for the Middle District of
Alabama and the assertion of interest and claim of privilege was
denied. The Treasury Department, acting through the Department
of Justice, appealed this decision to the United States Court of Appeals
for the Fifth Circuit, and the case is now pending before that court.

A comparison of the assets and liabilities of the banks in the na-
tional banking system as of December 31, 1953, April 15, June 30,
October 7, and December 31, 1954, 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, 1953
(4,864 banks)

37,944,146
35,563,334

25,429
6,330, 265
2,086,723

204,482

82,154,879

26,545,518
807,527
30,811
51,650

191,856
216,485
118,473

110,116,699

56,614,391
22,863, Oil
2,830,669
6,793,634

10,155,942
1,689,586

100,947,233

76,189,784
24,757,449

14,851
190

203,910
320,592
491,117
729,290

102,707,183

Apr. 15, 1954
(4,848 banks)

37,703.648
34,560,499

26,997
6,783,450
1,936,535

209,664

81,220,798

24,203,082
838,088
18,213
51,117

195, 612
217,938
154,054

106,898,897

53,886,291
23,424,828
2,480,414
6,917,357
9,143,411
1,477,337

97,329,638

71,639,048
25,690,590

319,466
341

205,972
319,647
489,048
614,645

99,278,757

June 30,1954
(4,842 banks)

37,782,386
35,835,931

26,424
6,954,581
1,905,204

210,936

82,715,462

24,699,908"
847,463

18, 565
52, 610

175,054
253,115
151,438

108,913,615

53, 784,450
23,978,113
3,627,105
7,063,425
9,752,516
1,439,122

99,644,731

73,280,891
26,864,340

28,751
434

182,799
310,814
407,537
633,649

101, 208,715

Oct. 7, 1954
(4,827 banks)

37,446,012
39,910,958

3,836
7,339,866
1,925,840

215,636

86,842,148

23,376,491
868,437
16,775
54,190

186,143
249,320
166,306

111,759,810

55,144,436
24,418,920
4,388,001
6,480,477

10,127,696
1,320,499

101,880,029

74,996,083
26,888,996

233,478
572

191,965
322,447
560,738
658,250

103,847,479

Dec. 31,1954
(4,796 banks)

g
39,827,678 g
39,500,738 ^

6,261 Q
7,246,304 2
1,956,124 ^

222,831 ^

88,769,936 j*j

25,721,897 -
904,037 2
16,607 5
56,009 g

291,881 2
227,699 2
172,503 g

116,150,569 £3

59,005,232 O
24,676,853 Hrj
2,837,034
7,174,667 h3

10,717,647 hj
1,734,380 13

106,145,813 0

79,016,805 S
27,129,508 £3

11,098 §
563 0

305,950 J
323,979
571,189
687,735

108,046,327

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 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 _ - _ .
Income accrued but not yet 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 outstanding _ _
Income collected but not yet earned
Expenses accrued and unpaid.. __ _.
Other liabilities

Total liabilities- - _
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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

Hetirable 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
rftdiscounted and securities sold with agreement to repurchase) . .

2,301,757
3,523,443
1,310,761

273,555

7,409,516

110,116,699

4,892
319

2, 296,546

2,301,757

7,924
344

8,268

12, 901,734

2,352,681
3,608, 648
1,385,346

273,465

7,620,140

106,898,897

4,641
312

2,347,728

2,352,681

7,459
337

7,796

13,006,575

2,371,078
3,645, 330
1,404,866

283,626

7,704,900

108,913, 615

4,481
312

2,366, 285

2,371,078

7,063
337

7,400

13,701,520

2,394,486
3,690,908
1,540, 254

286,683

7,912,331

111, 759, 810

4,294
308

2,389,884

2,394,486

6,776
333

7,109

15,011,083

2,485,844
3,950,552
1,377,282

290,564

8,104,242

116,150,569

4,181
208

2,481,455

2,485,844

6,631
233

6,864

14,090,744

S

a

i
3

to
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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, 1951-54

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.
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

1951

Percent
34.22
5.19
.15

2.34

41.90

31.56
12.84
12.48

.66

.02

.54

100. 00

53.39
19.30
2.18
5.77
9.53
1.75

91.92

71.21
20.71

1.59

2.05
3.00
1.44

6.49

100. 00

1952

Percent
33.24
5.53
.15

2.04

40.96

33.41
12.43
11.98

.69

.02

.51

100. 00

52.42
19.90
2.99
5.80
9.17
1.51

91.79

70.41
21.38
1.68

2.06
3.08
1.39

6.53

100.00

1953

Percent
32.32
5.75
.16

1.92

40.15

34.46
12.18
11.92

.73

.03

.53

100. 00

51.41
20.76
2.56
6.17
9.22
1.55

91.67

69.19
22.48

1.60

2.09
3.20
1.44

6.73

100. 00

1954

Percent
34.01
6 24
.17

1.71

42.13

34.29
11.43
10.72

.78

.01

.64

100. 00

50. 80
21. 25
2 43
6.18
9 23
1.50

91.39

68.03
23.36

1.63

2.14
3.40
1.44

6.98

100.00

FIDUCIARY ACTIVITIES OF NATIONAL BANKS

As of December 31, 1954, there were 1,759 national banks which
had been authorized by the Board of Governors of the Federal Re-
serve System to administer fiduciary accounts, either full or limited.
Under these authorizations there were also 67 trust departments in
branches of national banks. There were 256 banks not acting under
any of their granted fiduciary powers. During the year ended
December 31, 1954, there were 1,480 head office trust department
examinations conducted and 62 branch examinations, making a total
of 1,542 examinations of trust departments in national banks.

Trust department assets totaled $47,939,000,000 as of December 31,
1954, compared to $43,150,000,000 as of December 31, 1953, and to
$3,297,300,000 as of October 3, 1928. While carrying values for
trust department assets have not been standardized throughout the
country, there have been relatively few changes of system within
individual organizations. Because of the relatively few changes of
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system, these figures are comparable although they do not reflect
total current market values. Fiduciary accounting does not permit
the maintenance or tabulation of statistics based upon current market
values. The total trust department assets included $30,738,000,000
in agency, escrow, and custodianship accounts held in trust depart-
ments of national banks but involving no discretionary supervision.

Outstanding bond and debenture issues for which national banks
were acting as trustee totaled $19,486,000,000 in 8,011 accounts as
of December 31, 1954. There were $17,626,000,000 outstanding as
of December 31, 1953, compared to $9,036,000,000 as of December
31, 1942. National banks were also acting as registrar for 3,773
accounts, and as transfer agent for 3,508 accounts.

Use of fiduciary facilities of national banks by individuals has
shown a substantial growth. As of October 3, 1928, a tabulation of
reports reflected 53,853 individual fiduciary accounts being adminis-
tered by national banks. As of December 31, 1954, a total of 289,189
private, court and agency accounts were being administered, com-
pared to 271,704 under administration as of December 31, 1953.

Under authority of Regulation F issued by the Board of Governors
of the Federal Reserve System governing the fiduciary activities of
national banks, there were 88 common trust funds in operation in 78
national banks. These common trust funds have been established to
make collective investments of trust funds primarily in the smaller
fiduciary accounts, thereby resulting in wider diversification of invest-
ment and less risk of loss to the individual accounts. The common
trust funds in national banks aggregated $277,000,000 as of December
31, 1954, compared to $214,000,000 as of December 31, 1953.

A tabulation of the statements of the larger trust departments in
national banks having in excess of $70,000,000 total fiduciary assets at
carrying values reflects an aggregate of $40,746,000,000 total assets in
71 banks. In other words, 4.7 percent of the 1,503 national banks
exercising fiduciary powers were administering 85 percent of the
fiduciary business of all national banks. There were many national
banks administering fiduciary accounts aggregating less than $1,000,000
at carrying values, and in nearly every one of these banks the carrying
values represented approximately the value at time of acquisition.

Many firms and corporations are establishing pension or profit
sharing plans for their employees, and in many cases a trust under such
plans is established with a national ba,nk as trustee. Similarly, many
national banks place their own pension and profit sharing trusts in
their own trust departments. In the great majority of cases the funds
of these trusts are invested in accordance with well recognized sound
principles of trust investment, but a very few instances have been
found in which the trust funds appear to be invested in a manner more
in the interest of the business of the bank rather than in the interest of
the employees as beneficiaries of the trusts. The use of trust funds for
the purchase of banking property or equipment to be leased back to the
bank, and the purchase of a substantial amount of shares possibly
representing control of banks other than the trustee, are practices
which have been noted in a few instances. If such practices should
increase to any extent it may be necessary to seek preventative
legislation.

350642—55 3
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Practically all national banks which have been granted fiduciary
powers by the Board of Governors of the Federal Reserve System are
endeavoring to supervise and administer their trust departments in full
accordance with the provisions of law and sound fiduciary practice.
The interests of the various beneficiaries are given prime consideration
and the losses in national banks due to faulty administration of
fiduciary accounts continues to be almost negligible.

EARNINGS, EXPENSES, AND DIVIDENDS OF NATIONAL BANKS FOR
YEAR ENDED DECEMBER 31, 1954

The net profits of national banks before dividends for the calendar
year 1954 were $741,000,000, which amounted to 9.58 percent of
average capital funds. Net profits for the previous year were $573,-
000,000, or 7.92 percent of average capital funds. Cash dividends
declared on common and preferred stock in 1954 totaled $300,000,000
in comparison with $275,000,000 in the previous year. The rate was
3.88 percent of average capital funds. These dividends were 40 per-
cent of net profits available for the year. The remaining 60 percent of
net profits, or $441,000,000 was retained by the banks in their capital
funds.

Net earnings from operations for the calendar year 1954 of $1,230,-
000,000 showed an increase of $7,000,000 over the year 1953. Re-
coveries and profits on securities sold or redeemed, net of all losses,
amounted to $205,000,000 (including $919,000 of recoveries and profits
credited directly to valuation reserves and $8,000,000 of losses charged
directly to such reserves) as compared to a net loss of $87,000,000 on
securities sold or redeemed during the year 1953. Losses on loans and
other assets, net of all recoveries, amounted to $56,000,000 (including
recoveries of $27,000,000 credited directly to valuation reserves and
losses of $54,000,000 charged directly to such reserves) as compared to
net losses on such assets of $64,000,000 in. 1953. Reserves for bad
debts and valuation reserves amounting to $792,000,000 showed a net
increase of $106,000,000 during 1954 as compared to a net increase of
$33,000,000 during 1953.

Gross earnings were $3,226,000,000, an increase of $158,000,000 over
1953, and operating expenses, excluding taxes on net income, amount-
ing to $1,996,000,000 were up $152,000,000 over 1953. Taxes on net
income of $532,000,000 were $66,000,000 more than in the previous
year. Principal items of operating earnings in 1954 were $1,802,000,-
000 from interest and discount on loans, an increase of $50,000,000 over
1953, and $734,000,000 from interest on United States Government
obligations, an increase of $39,000,000. Other principal operating
earnings were $189,000,000 from interest and dividends on securities
other than United States Government, and $175,000,000 from service
charges on deposit accounts. Principal operating expenses were
$972,000,000 for salaries and wages of officers and employees and fees
paid to directors, an increase of $62,000,000, and $344,000,000 ex-
pended for interest on time deposits, an increase of $45,000,000.

Interest and discount on loans accounted for 56 percent of the
banks7 earnings, varying from 49 percent in the 7th Federal Reserve
District to 60 percent in the 11th and 12th districts. Interest and
dividends on securities represented 29 percent of gross earnings for
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the year, with the banks in the 12th district showing the lowest ratio
of 23 percent, while banks in the 7th district showed 37 percent, the
highest ratio. Salaries, wages, and fees took 30 percent of gross
earnings, ranging from 28.5 percent in the 4th district to 32 percent
in the 1st and 10th districts. Current operating earnings before
income taxes were more than 38 percent of gross earnings, ranging
from 36 percent in the 6th district to 40 percent in the 4th district.

The rate of interest and discount on the average loans and discounts
for the year varied from 4.05 percent in the 2d district to 5.20 percent
in the 12th district. The national average was 4.68 percent. The
rate of interest and dividends received on the average securities held
was 2.01 percent, and varied from 1.95 percent at the banks in the
1st, 2d, and 10th districts to 2.12 percent for banks in the 11th district.

Current operating earnings before income taxes were 16 percent
on the average total capital accounts, varying from 12 percent in the
3d district to 22 percent in the 12th district. Net profits after income
taxes but before dividends were, as noted above, 9.58 percent on the
average capital accounts, ranging from 7.00 percent in the 1st district
to 11.69 percent in the 12th district.

Summaries of the earnings, expenses, and dividends of national
banks for the years ended December 31, 1953 and 1954, are shown
in the following table.

Earnings, expenses, and dividends of national banks for years ended Dec. 81, 1958
and 195 4.

[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, 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

Another

Total

1954

4,796
% 386. 2
7, 739. 6

733.9
189.5

1, 801. 7
174.9
326.3

3, 226.3

972.3
343.7
96.8
53.6

529.7

1, 996.1

1, 230. 2

8.4
25.0

244.9

14.2
40.2
31.0

363.8

1953

4,864
2, 263. 7
7, 235.8

694.8
176.4

1, 751. 6
150.5
294.6

3, 067. 9

909.8
299.1
84.5
47.4

503.7

1, 844. 5

1, 223. 4

7.9
15.2
23.5

16.5
5.3

13.6

82.0

Change
since 1953

- 6 8
+122.5
+503.8

+39.1
+13.1
+50.1
+24.4
+31.7

+158. 4

+62.5
+44.6
+12.3
+6.2

+26.0

+151. 6

+6.8

+.5
+9.8

+221.4

-2.3
+34.9
+17.4

+281.8

See footnotes at end of table.
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Earnings, expenses, and dividends of national banks for years ended Dec. 31, 1953
and 1954—Continued

[In millions of dollars]

Losses, chargeoffs, and transfers to valuation reserves:
On securities:

Losses and chargeoffs -
Transfers to valuation reserves.— _.

On loans:
Losses and chargeoffs . . _
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 _.

1954

41.4
71.5

13.3
134.1
61.1

321.3

1, 272. 6

508.5
23.0

531.6

741.1

.3
299.8

300.1

.9
27.3

8.1
53.9
79.9

Percent
61.87
9.58

12.58
3.88

1953

96.7
31.4

15.4
77.2
45.8

266.6

1, 038.9

446.7
18.9

465.6

573.3

.3
274.9

275.2

.4
19.8

22.4
53.0
50.4

Percent
60.12
7.92

12.16
3.80

Change
since 1953

-55.3
+40.1

—2.1
+56.9
+15.3

+54.7

+233. 7

+61.8
+4.1

+66.0

+167.8

0
+24.9

+24.9

+.5
+7.5

-14.3
+.9

+29.5

Percent
+1.75
+1.66
+.42
+.08

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.

STRUCTURAL CHANGES IN THE NATIONAL BANKING SYSTEM

The authorized capital stock of the 4,791 national banks in existence
on December 31, 1954, consisted of common capital stock aggregating
$2,483,502,263, a net increase during the year of $185,098,890, and
preferred capital stock aggregating $4,387,920, a net decrease during
the year of $1,034,680. These figures include one bank recently
chartered but not yet open for business at the end of the year, and
excludes six banks which furnished reports of condition as of December
31, 1954, in response to the call, although one was placed in voluntary
liquidation, oije was consolidated with or into a State bank, one was
merged with another national bank, and three were consolidated
with other national banks, all effective as of the close of business on
December 31. Also, the capital stock adjustments relative thereto
are reflected in these figures but not in the reports of condition.
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In addition to 29 applications with proposed common capital stock
of $6,450,000 carried over from the previous year, 68 applications
were received to organize national banks and to convert State banks
into national banking associations with proposed common capital
stock of $16,765,000 and preferred capital stock of $200,000. Of
these applications, 34 with proposed common capital stock of
$11,085,000 and preferred capital stock of $200,000 were approved;
15 with proposed common capital stock of $2,950,000 were rejected,
and the remainder had been abandoned or were still pending on
December 31. From the applications carried over from the previous
year and those approved during 1954, 27 national banking associa-
tions with common capital stock of $6,620,000 and preferred capital
stock of $200,000 were authorized to commence business. Of the
charters issued, 11 with common capital stock of $2,800,000 and pre-
ferred capital stock of $200,000 resulted from the conversions of
State banks.

Changes in the number and capital stock of national banks during
the year ended December 31,1954, are shown in the following summary.

Organization, capital stock changes, and national banks closed as reported during
the year ended Dec. 81, 1954

Increases:
Banks newly chartered:

Primary organizations..
Reorganizations ___ _
Conversions of State banks

Capital stock:
Common:

142 cases by statutory sale
323 cases by statutory stock dividend
14 cases by stock dividend under articles of

association
28 cases by statutory consolidation
12 cases by statutory merger

Total increases

Decreases:
Banks ceasing operations:

Voluntary liquidations:
Succeeded by national banks
Succeeded by State banks
No successor. ___ __

Statutory consolidations __
Statutory mergers
Conversions into State banks
Merged or consolidated with State banks (Public

Law 706)
Receiverships.. -

Capital stock:
22 cases by retirement _
1 case by statutory reduction,
5 cases by statutory consolidation
4 cases by statutory merger.

Total decreases

Netchange. . _ _
Charters in force Dec. 31,1953, and authorized capital stock..

Charters in force Dec. 31,1954, and authorized capital stock.

Number of
banks

16

11

27

30
30
1

20
10
2

12

105

-78
4,869

4,791

Capital stock

Common

$3,820,000

2,800,000

90,348,024
79,330,301

557,050
21,360,950
4, 762, 565

202,978,890

7,990,000
5,700,000

25,000

250,000

2,875,000

80,000
260,000
700,000

17,880,000

185,098,890
2,298,403,373

2,483, 502,263

Preferred

$200,000

200,000

1,134,680

100,000

1,234,680

-1,034,680
5,422,600

4,387,920
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NATIONAL BANK NOTES OUTSTANDING

There were, as of December
bank notes outstanding.

31, 1954, $69,188,664 of national

DISTRIBUTION OF ALL BANKS

, 1954, there were 14,388 commercial and savings
United States and possessions, with deposits of

On December 31
banks in the
$212,030,341,000. Of these banks 13,541, or 94 percent/with 96
percent of the deposits, were insured banks, The 4,795 insured
national banks represented 33 percent of all banks and held 50 per-
cent of the total deposits. The 528 mutual savings banks, of which
218 were insured, held $26,359,025,000 of deposits.

Classification of all banks, Dec. 31

Insured banks:
Nationals.:
State member:

Commercial
Mutual savings

Nonmember:
State commercial
Mutual savings. _

Total insured banks

Uninsured banks:
Nonmember:

Commercial and private 2—
Mutual savings

Total uninsured banks

Total all banks

Banks

Number
of banks

4,795

1,868
3

6,660
215

13,541

537
310

847

14,388

Percent
of grand

total

33.33

12.98
.02

46.29
1.49

94.11

3.73
2.16

5.89

100.00

Change in
12 months
(percent
of grand
total)

-0 .12

+.02

+.31

+.21

—.25
+.04

- . 2 1

,1954

Deposits

amount
(000

omitted)

$105,955,917

51,378,147
23,016

25,975,159
19, 862, 292

203,194, 531

2,362,093
6,473,717

8,835,810

212,030,341

Percent
of grand

total

49.97

24.23
.01

12.25
9.37

95.83

1.12
3.05

4.17

100. 00

Change in
12 months

(percent
of grand

total)

+0.08

-.27

-.05
+.28
+.04

- . 1 1

+.07
- . 0 4

1 Includes 6 nonmember banks in possessions.
2 Includes 1 national bank in a possession.

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, 1954, amounted to $232,685,000,000, an
increase of $11,552,000,000 since December 31, 1953.

The total deposits at the end of 1954 amounted to $212,030,000,000,
an increase of $10,052,000,000 over 1953. Included in the latter
aggregate are deposits of individuals, partnerships, and corporations
of $174,890,000,000, an increase of $8,127,000,000 in the year.
Deposits of the United States Government, including postal savings
deposits, were $4,633,000,000 an increase of $61,000,000; deposits of
States and political subdivisions amounting to $12,463,000,000 showed
an increase of $814,000,000, and deposits of banks of $16,826,000,000
were $852,000,000 more than in 1953.
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Loans and discounts amounted to $86,059,000,000 in December
1954 after deducting reserves of $1,266,000,000 for possible future
losses. The net loans were $5,139,000,000 over the amount reported
as of the end of 1953. Commercial and industrial loans of $27,060,-
000,000 were $308,000,000 less than the 1953 figure; real estate loans
of $33,581,000,000 were up $3,788,000,000, and all other loans of
$26,684,000,000 increased $1,783,000,000.

The banks held obligations of the United States Government,
direct and guaranteed, of $78,004,000,000 in December 1954, an
increase of $5,131,000,000 in the year. Obligations of States and
political subdivisions held amounted to $13,244,000,000, an increase
of $1,961,000,000, and other securities held amounted to $7,276,000,000,
an increase of $107,000,000. The total of all securities held at the end
of 1954 was $98,524,000,000, and represented 42 percent of the banks'
total assets. At the end of the previous year the ratio was 41 percent.

Cash and balances with other banks, including reserve balances, in
1954 were $44,754,000,000, a decrease of $1,238,000,000 since the
previous year.

Total capital accounts were $17,364,000,000, compared to $16,210,-
000,000 at the end of 1953, an increase of 7 percent.

A statement of the assets and liabilities of all classes of active banks
at the end of December 1953 and 1954 follows.

Assets and liabilities of all banks in the United States and possessions, 1958 and 1954

[In millions of dollars]

Dec. 31,
1954

14,388

27,060

2,269
2,957

4,481
33, 581
14,942

240
1,795

87,325
1,266

86,059

78,004
13, 244
6,266
1,010

98, 524

2,657

42,097
1,706

36

104
597
905

232, 685

Dec. 31,
1953

14, 538

27,368

2,206
2,784

3,590
29, 793
14,633

162
1, 526

82,062
1,142

80, 920

72, 873
11,283
6,322

847

91,325

2,691

43,301
1,557

48

95
392
804

221,133

Change
since 1953

-150

-308

+63
+173

+891
+3 , 788

+309
+78

+269

+5,263
+124

+5,139

+5,131
+ 1 , 961

- 5 6
+163

+7,199

-34

- 1 , 204
+149
-12

+9
+205
+101

+11,552

Number of banks

ASSETS

Commercial and industrial loans (including open-market paper)
Loans to farmers directly guaranteed by the Commodity Credit

Corporation
Other loans to farmers
Loans to brokers and dealers in securities and other loans for the

purpose of purchasing or carrying securities
Real estate loans
Other loans to individuals
Loans to banks
All other loans (including overdrafts)

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
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Assets and liabilities of all banks in the United States and possessions, 1958 and 1954—
Continued

[In millions of dollars]

Dec. 31.
1954

Dec. 31,
1953

Change
since 1953

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
Eeserves and retirement account for preferred stock and capital

notes and debentures -

Total capital accounts

Total liabilities and capital accounts

103,859
71,031
4,633

12,463
16,826
3,218

100,417
66,346
4,572

11,649
15,974
3,020

+3,442
+4, 685

+61
+814
+852
+198

212,030 201, 978 +10, 052

136,373
75,657

132,085 +4,288
+5,764

33

2,630

67

419
2,459

- 3 4

+209
+171

215,321 204, 923 +10,398

46
24

4,358
8,895
3,400

641

31
4,100
8,194
3,241

601

+3
+258
+701
+159

+40

17,364 16, 210 +1,154

232, 685 221,133 +11, 552

NOTE.—Figures for nonnational banks obtained from the Federal Deposit Insurance Corporation.

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, 1954. Reports were required as of April 15, June 30,
October 7, 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, unless waived by the
Comptroller, of their affiliates and holding company 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 Comp-
troller.

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 as of December 31, 1954.

National banking associations authorized to act in a fiduciary ca-
pacity were called upon to submit reports of their trust departments
as of the close of business on December 31, 1954.

In accordance with section 298 of the code of law for the District
of Columbia, banks other than national in the District were required
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to make to the Comptroller condition reports and reports of earnings,
expenses, and dividends identical with those obtained from national
banks during the year.

Detailed figures from reports of condition and earnings and divi-
dends 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.
However, section 21 of the Federal Reserve Act, as amended, provides
in part that the Comptroller may w&rve the requirement for the sub-
mission of the report of an affiliate if in his judgment such a report is
not necessary to disclose fully the relations between an affiliate and a
bank and the effect thereof upon the affairs of the bank. Pursuant
to this latter section the Comptroller's waiver of requirement for
reports of affiliates provides principally that reports of affiliates (other
than holding company affiliates) need not be submitted and published
in a newspaper unless the affiliate is indebted to the national bank or
the bank owns obligations of the affiliate and the aggregate of such
indebtedness or investment is carried as an asset on the bank's books
at a value in excess of $5,000, or 1 percent of the bank's capital and
surplus, whichever is the greater.

At the end of December 1954, 288 member national banks in the
United States submitted 323 reports of affiliates. Included in these
figures are 177 banks in 22 States which are members of 21 holding
company groups. The number of banks in each holding company
group varied from 1 to 49. The actual number of reporting affiliates
and holding company affiliates was 167.

In addition there were two nonnational banks in the District of
Columbia which are members of the Federal Reserve System that
reported three affiliates to the Comptroller pursuant to the provisions
of the code of law for the District of Columbia.

LIQUIDATION OF INSOLVENT NATIONAL BANKS

During the year ended December 31, 1954, there were no failures
of national banks. No liquidations of insolvent national banks were
completed during the year, leaving but one national bank receivership
in process of liquidation as of December 31, 1954. This one remaining
receivership was involved in litigation.

ISSUE AND REDEMPTION OF NOTES

Nine hundred and twenty-nine shipments of Federal Reserve
currency were made from Washington, D. C , during the year ended
December 31, 1954, to Federal Reserve agents and Federal Reserve
branch banks, aggregating $7,315,460,000, and in addition, 22 deliv-
eries were made to the Treasurer of the United States aggregating
$101,560,000.

Five thousand four hundred and twenty-one lots of unfit Federal
Reserve currency were received for verification and certification for
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destruction consisting of 586,915,738 notes aggregating $6,953,341,085.
There were received 35 lots of national bank notes for verification

and certification for retirement and destruction consisting of 206,770
notes aggregating $3,357,715.

One hundred sixty-four thousand four hundred and sixty-five
fragments or charred Federal Reserve and national bank notes
aggregating $2,845,215 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 re-
garded as unsatisfactory.

During the year ended December 31, 1954, 8,644 examinations of
banks, 4,947 examinations of branches, 1,542 examinations of trust
departments, and 33 examinations of affiliates were conducted.
Twenty-six State banks were examined in connection with conversions
to or consolidations with national banks. Investigations were also
conducted in connection with applications for 45 new charters and 321
new branches.

ORGANIZATION AND STAFF

On December 31,1954, the Office of the Comptroller of the Currency
had in its employ 1,111 persons. Of these, 198 were assigned to the
Washington office, including 33 in the Federal Keserve Issue and Re-
demption Division, which is an. expense of the Federal Eeserve banks.
During the year the total personnel in the Washington office was
increased by 2 and the total field force was increased by 6 persons.

Thirty-two national bank examiners and 66 assistant national bank
examiners left the service during the year. In the same period 29
assistants were commissioned national bank examiners, while 101 new
assistants were appointed and 3 returned from military furlough, leav-
ing a total of 253 examiners and 545 assistants in the service at the
end of the year.

District Chief National Bank Examiner Walter A. Sandlin, in charge
of the Dallas office, retired on September 30, 1954, and District Chief
National Bank Examiner Reed Dolan was transferred from the St.
Louis office to succeed him. Mr. Clarence R. Anderson, a career
employee who has served as Assistant National Bank Examiner,
National Bank Examiner, and Assistant Chief National Bank Exam-
iner, was appointed to succeed Mr. Dolan.

During the year National Bank Examiners Chapman C. Fleming
and Clarence B. Redman were promoted to Assistant Chief National
Bank Examiners in our Washington office, both of them having served
on the examining staff of the Comptroller's office for many years.

In the last annual report reference was made to conferences had
with the Civil Service Commission with respect to the continuance
of the recruitment of assistant national bank examiners on an excepted
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basis and to the Comptroller's intention to request legislation which
would enable him to appoint suitable men for employment as assistant
examiners under the long-established existing procedures. This matter
is still pending, no legislation having as yet been submitted to Con-
gress due to continued negotiations with the Commission. Although
the present exception from civil service requirements will expire on
June 30, 1955, it now appears that continuance of the exception under
schedule B will be approved by the Civil Service Commission.

During the year the educational program previously initiated for
members of the examining staff was continued. Under this program
assistant examiners are encouraged to enroll at office expense in exten-
sion courses given by the American Institute of Banking, the educa-
tional organization sponsored and conducted by the American Bankers
Association. Senior members of the examining staff are also offered
the opportunity of attending, also at office expense, one of the four
graduate schools of banking conducted by the American Bankers
Association at Rutgers University, the University of Wisconsin, the
University of Washington, and the University of Louisiana. In addi-
tion, the joint training program conducted by the Office of the Comp-
troller of the Currency, the Board of Governors of the Federal Reserve
System, and the Federal Deposit Insurance Corporation, established
in 1952, has been continued. The program was established to improve
training procedures for newly appointed assistant examiners and newly
commissioned national bank examiners, to shorten the training period,
and to produce better examiners. As of December 31, 1954, 172 of
the present members of the examining staff had completed the Ameri-
can Institute of Banking courses offered, 24 had completed the
graduate school courses, and 45 the interagency courses.

EXPENSES OF THE BUREAU

The following is a summary of the operating expenses of the Bureau
for the year ended December 31, 1954:

Per diem
Transportation
Supplies .
Printing and binding.
Rent-
Furniture and fixtures
Communications
Fixed charges
Maintenance
Employer's FICA and insurance fund contributions..
Miscellaneous

Total .

Bank supervi-
sion

$5,917, 520.97
1, 094, 241.04
358, 516.25
53, 905.47

131,024. 53
17, 319.02
52,196.38

9,092.50
87, 772.47

7, 721, 588.63

Currency issue
and redemp-

tion

$128,241.00

678.67
433.81

588.37
13,689.03
12,071.15

151.01

155,853.04

Total

$6,045, 761.97
1,094,241.04
358,516.25
54.584.14

433.81
131,024.53
17.319.02
52,784. 75
13.689.03
12.071.15
9,243.51
87,772.47

7,877,441.67

Funds used in payment of the bank supervision costs are derived
from assessments against the banks supervised. The cost of operat-
ing the Division which handles the currency issue and redemption
functions is paid by the Federal Reserve banks.
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