
proportion of highly liquid securities in their portfolio. 
Examination of Chart I reveals that Bank B has a lower- 
than-average ratio of capital to total assets. On the other 
hand, Bank D, with only a small proportion of Govern
ment securities, has only the average ratio of capital to 
total assets. Again, there is no objective standard of the 
“right” proportion of capital to total assets; the individual 
banker must decide what is right for his bank.

The actual use of operating ratios in judging the per
formance of an individual bank, diagnosing maladies, and 
prescribing remedies is, of course, a task requiring judg
ment. Small differences between comparable ratios for the 
individual bank and the average for the size group prob
ably have little real meaning and can readily be ignored. 
A competent bank management knows that no single 
ratio deserves undue attention; the total picture is the most 
important item that can be obtained from a study of the 
operating ratios of a commercial bank. Moreover, any 
thorough analysis of bank operations requires not only an 
examination of the operating ratios for a single year but 
also a study of the ratios for several previous years. Fre
quently individual banks find it profitable to keep running 
charts on loans and deposits in order to compare the per
formance of their bank with other banks in their area.

The number of requests for additional copies of the 
operating ratio reports from Sixth District bankers testifies 
to their use of the reports not only as an internal aid to 
management but also as a device to acquaint directors, 
stockholders, and major customers with their problems 
and achievements. Major national corporations also fre
quently request the published summary ratios for District 
banks. These firms receive reports from the individual 
banks in the Southeast with which they do business and 
they find it helpful to compare the operating ratios of those 
banks with averages of banks of similar size. Thus, al
though bank operating ratios serve first as a technical tool 
of management, the story they tell has considerable inter
est to many people who are somewhat removed from the 
day-to-day operations of a commercial bank.

T h o m a s  R. A t k i n s o n

B a n k  A n n o u n c e m e n t s

The Warrington Bank, a nonmember bank located 
in Warrington, Florida, began remitting at par on 
March 18 for checks drawn on it when received 
from the Federal Reserve bank. The bank's officers 
are: Joseph A. Milner, President; Robert E. Egel- 
hoff, First Vice President; W. E. Grimsley, Second 
Vice President; and C. P. Woodbury, Cashier. Its 
capital stock amounts to $150,000 and surplus and 
undivided profits to $75,000.

Effective April 1, The Commercial Bank of Live 
Oak, Live Oak, Florida, will remit at par. The bank's 
officers are: L. J. Day, President; W. F. Bell, Execu
tive Vice President; W. M. Jernigan, Vice President; 
and F. O. Bradbury, Cashier. Its capital stock 
amounts to $100,000 and surplus and undivided 
profits to $243,076.

Slow er C ollections
Collection ratios at Sixth District department and furniture 
stores at the start of this year were below those of a year 
ago. Beginning with the last quarter of 1951, the instal
ment collection ratio at furniture stores declined steadily 
through February 1953. A similar pattern was evident in 
the charge and instalment collection ratios at department 
stores through the first half of 1952. In the last six months 
of 1952, however, their instalment ratio showed little 
change, but the charge account ratio increased slightly.

Collection ratios show a relationship between payments 
made by consumers on their accounts during a month and 
receivables outstanding at the beginning of the month. 
The ratios are reliable indicators of the speed with which 
consumers pay their obligations. A declining ratio thus 
reflects a slowdown in payments.

Undoubtedly part of the decline in the ratios that has 
occurred recently is attributable to an increase in receiv
ables. Accounts receivable outstanding at District furniture 
stores were higher in every month of 1952 than they were 
in the same months a year earlier, a trend which continued 
through February this year. At department stores, charge 
account indebtedness was above the year-ago mark even 
longer. Not until June 1952, however, did department 
store instalment receivables outstanding move ahead of the 
level attained in the like period of 1951.

A survey of a representative group of department and 
furniture stores in the District undertaken by this Bank in 
March reveals additional information as to the cause of 
the recent decline in collection ratios. According to the 
survey, the easing of consumer credit controls in the fall of
1951 and their suspension in May 1952 were responsible 
for part of the slowdown. Under Regulation W, a con
sumer buying a refrigerator was required to put 15 per
cent down and to pay the balance in no more than 18 
months. Today, however, retailers are advertising such 
credit terms as “Nothing down and 24 months to pay” 
and “$10 delivers any television set.” Merchants, never
theless, are trying to persuade customers to make larger 
downpayments and to settle their accounts in less time.

The survey further revealed that the rate of delinquency 
today is higher than a year ago and thus contributed to the 
decline. More intensive competition among retailers for 
the consumer’s dollar is a natural outcome of the return 
to a buyer’s market. In the battle for buyers, merchants 
apparently have had to ease credit terms. Retailers, how
ever, realize that when terms become too liberal some 
consumers tend to overbuy in relation to their incomes 
and thus have difficulty meeting scheduled payments.

Credit managers are acutely aware of a collection prob
lem. Many of the responding stores pointed out that 
accounts are under surveillance more often and collections 
are pushed more vigorously than in the past. Several stores 
stated that their policy today calls for a more careful selec
tion of customers. Retailers do not expect an improvement 
in the trend of collections. Rather, they believe that 
collections are likely to become slower because of keener 
competition for the consumer’s dollar.

B a s i l  A. W a p e n s k y
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