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The Teller Tells the World
By C. W. FISH B A U G H

SINCE the Brayton Savings Bank was robbed 
during a local fire alarm, the Bankers as
sociation has a new suggestion. “It is 

respectfully suggested if there are any fire 
alarms in your town or city during any hour and 
it should seem important for all the officers and 
employees to go to the fire, that you first put 
away the cash in the safe and vault and then 
lock all bank entrances.”

The same applies when the mail comes in.
& <¿8 S

W H IC H  IS L IK E  T H E  STORY told on the 
cashier who came from a small town which had 
a volunteer fire department. The president said 
John was a mighty good fellow but he had only 
one trouble. Every time he heard a bell ring he 
would run for the back room shouting: “Fire, 
where’s the bucket?”

They finally cured him — they hid the bucket. 
¿8 ¿8

A YOUNG LADY recently brought in a cer
tificate of deposit on a Nebraska bank dated 
back in 1917. It drew 5 per cent interest.

Gee, those were the days when C. D .’s were 
C. D.’s and banks were making money.

£  e*
T H E  TO TA L N UM BER of persons em

ployed in gainful occupations in the United 
States is 49,000,000.

Evidently that doesn’t include bankers, since it 
says “gainful.”

S  ¿8
R EC EN TLY  I read an advertisement that 

read: “Every 3 minutes a new customer joins 
our numbers.”

Beyond a doubt this conveys the growth of the 
bank, but out of that rapid growth there may be 
a good many unprofitable accounts. There’s a 
question in my mind whether that’s good adver
tising.

& £  &
T H E  F IR ST  N A TIO N A L BANK of New 

York now resides temporarily at 52 Wall Street. 
While blasting for foundations of the Bankers 
Trust Co. the foundation of the old building was

weakened and it was condemned. The old build
ing for many years has been one of the land
marks of Wall Street being located at No. 2 
Wall Street.

<¿8 <¿8 <¿8
R EC EN T RUNS on two banks in San An

tonio, Texas, brought out an interesting story of 
a bank run in 1887. It seems that depositors 
drew large sums of money out of one bank. 
They were at a loss as what to do with it. Finally 
they took a large part of it to a leading whole
sale hardware merchant and asked him to keep 
it for them. He agreed but said he could pay no 
interest. A year later at a banquet he addressed 
a number of the men who had left their money 
with him. The gist of what he said w as: “Gentle
men, many of you brought money to me for 
safekeeping, I immediately returned the money 
to the bank and deposited it in my name. I made 
compound interest and the bank was saved. I 
thank you.”

«¿8 8̂ ¿8
O N E O F T H E  general managers of the 

A & P Tea Co. stated that since service charges 
came into effect he has been called into confer
ence with more than 150 different bankers in 
various towns relative to the cost of handling 
their account. He says that every one of the 150 
places had a different idea of the cost of hand
ling checks, remittances and clearing house 
checks. He wonders why costs should vary so 
much over the country. Maybe it’s the same rea
son that prices in the chain stores vary at differ- 
erent towns in the country!

But seriously, banks should establish a uni
form charge to be used in analysis of accounts.

<¿8 j8 <¿8
I H A V E SET A N EW  PR EC ED E N T in our 

bank. Something that has never been done before 
and I doubt will ever be done in the future. I 
bought a stamp for one of my personal letters.

I h e  fact that we were out of stamps at the 
bank had nothing whatever to do with it. in spite 
of the rumors you hear.

(C ontinued on Page 17)
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Savings Withstand Depression
AT T H E  close of the year ending 

LJune 30, 1931, savings deposits 
in banks and trust companies of 

continental United States stood at 
$28,214,907,000, a decrease of $270,- 
085,000 as compared with the preced
ing year, according to reports received 
by the Savings Division, American 
Bankers Association. Thus for the 
second time in the last twenty years, 
and with only a year intervening, sav
ings deposits show a decline, having 
decreased by $195,000,000 in 1929 as 
compared with 1928. This year they 
are less by almost $3,000,000 than in 
1929, thus constituting a recession be
yond anything before experienced in 
time deposits.

This decline in savings may appear 
surprising in view of the current re
ports throughout the year of great 
gains in savings deposits in certain 
areas of the country or in some banks. 
The explanation lies in the shift of 
deposits among institutions, of which 
no mention is usually made, and also 
the actual gain in some parts of the 
country with over-balancing reces
sions in other regions.

So many unusual and non-recur- 
rent features affected savings in banks 
this year that real difficulty is experi
enced in trying to separate them from 
the natural factors entering into the 
increase or decrease of savings.

Normally the recession in manufac
turing, the lessened prices received 
for agricultural products, the low 
yield in livestock, the stagnation in 
mining, the eclipse of foreign export 
trade, and the diminution of freight 
and passenger traffic on transporta
tion lines, would serve to decrease the 
amount of money available for de
posit in savings in banks. Offsetting 
that to some degree is the money no 
longer needed in industry and invest
ment funds which might seek tem
porary repose as savings in banks.

Industry and Savings 
As to how much money enters sav

ings from industry during unusual 
dullness, there has always been much 
discussion and little agreement. The 
belief is generally held that in times 
of least demand for money in busi
ness, commercial funds go into sav
ings and that during normal pros
perity these sums are withdrawn. 
W hether or not this belief is correct, 
a period of recovery in the United 
States has never yet operated to de
crease the amount in savings.

Admirably
(See Chart on Opposite Page)

Deputy Manager,
B y  W. E S P E Y  ALBIG

American Bankers Association

Rarely if ever has the United States 
witnessed such another era of com
mercial activity as that which oc
curred with slight interruptions dur
ing the years 1925 to 1929. During 
that time savings deposits increased 
from $23,000,000,000 to $28,000,000,- 
000, an increase of $5,000,000,000. 
Depression marked the years of 1921 
and 1922. Then il might have been 
expected that demand deposits would 
find their way into savings to a 
marked degree and the rising tide of 
business in 1923 would have drained 
out the increase of the preceding 
years and brought about a reduction 
in savings. Such was not the case, for 
1923 showed an increase in savings of 
mere than $2,000,000,000 over 1922, 
and 1924 topped 1923 by $1,500,000,- 
000. Preceding eras of business ex
pansion leave no room for belief that 
our next period of normal industry 
will to any perceptible degree reduce 
the amount of money now found in 
savings.

That there is a considerable volume 
of investment funds in savings at 
present no one doubts. The sum is 
likely very little greater than the nor
mal amount invested in savings. More 
attention is simply being paid to it 
now in an effort to explain why sav
ings remain at a high point in the 
midst of a far reaching depression.

Hoarded Money Increases
In normal times, it is estimated, 

about $415,000,000 is hoarded. H oard
ing consists of taking money from ac
tual circulation and hiding it, not for 
use, but for the personal gratification 
of seeing it or keeping it from loss. 
At present the claim is made that 
money has been physically secreted in 
amounts between $800,000,000 and 
$1,000,000,000, or more than twice 
the usual sum. The change in the 
amount of hoarded money in the 
United States has been so negligible 
during the past decade that the in
crease of hoarding at this time would 
be surprising were it not for the 
knowledge of the widespread hysteria 
which during the year seized the peo-

ple of the United States in their rela
tion to banks, and the people of for
eign countries in their relation to the 
gold holdings of the United States.

Under the present monetary system 
in our country the supply of money in 
circulation is readily responsive to the 
needs of increased or diminished bus
iness. When industry is at flood the 
amount of money in circulation tends 
to increase. In quieter periods the 
supply dwindles.

In keeping with this rule the 
amount of money in circulation in 
1929 dropped sharply until by June 
30, 1930, it had almost touched the 
mark established in 1922, the lowest 
since the World W ar. During the 
current year it might have been ex
pected to recede further, but, on the 
contrary, by June 30, 1931, it had 
reached a point almost $300,000,000 
above that registered one year earlier. 
This added volume is necessary to re
plenish the circulation depleted many 
millions of dollars by hoarding, occa
sional sums by misers, more substan
tial amounts by people obsessed by 
fear of impending financial calamity.

W hat effect a recreation of con
fidence on the part of the owners of 
this money would have had upon the 
present volume of savings deposits is 
simply a fruitless speculation. Infor
mation available since the date when 
the material in this statement was 
collected indicates a rapid improve
ment in the financial hysteria which 
has swept over the country. Present 
currents of public sentiment are run
ning toward a revival of confidence in 
banks and a return of funds from 
unsafe hiding places into the safe
guards of established financial institu
tions.

That the feeling of apprehension 
which caused the hiding of money 
widespread is further evidenced by 
the general growth throughout the 
country in postal savings deposited in 
banks which during the year increased 
from $171,497,000 in 1930 to $298,- 
510,000 in 1931. Of course the inter
est rate paid on savings by banks in 
some cases was no greater than that 
afforded by the post offices to depos
itors in postal savings. In ordinary 
times the rate of interest paid on sav
ings deposits is a very important fac
tor in determining where monev will 
be deposited. The concern of depos
itors now over the safety of deposits 
has possibly caused most of them to 
be more indifferent than usual to the 
rate paid.
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The Saving Habits of the American
Citizen

(See Opposite Page for Story)

US.
"MW Ml

T H E  PIC T U R E  covering the United States is not as drab as it appears at first glance. Provident people are main 
taining their accounts in banks. They are adding to their balances. Recessions, both in the volume of money de 

posited and in the number of depositors, are a natural result of conditions during the past year.

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



6 Central Western Banker, December, 1931

This Thing
B y  B EN JA M IN

A N D ER SO N , J r., P h . D.
Economist, Chase National Bank

T H E  H ISTO R Y  of England, in 
recent years, is a classical dem
onstration of the helplessness of 

the cheap money policy in bringing 
about good business when it is used 
as a substitute for general readjust
ment in prices, wages and other costs, 
and when it is used to protect an in
flexible economic situation. It has 
failed completely—and it has wrecked 
the gold standard in England.

A  Recent Precedent 
Memories are short. Startled in

quiries have come since England, 
Sweden and some other countries 
abandoned the old standard, as to 
what will happen to gold and the 
value of gold when only a few coun
tries adhere to the gold standard. Fear 
is expressed that there will be an im
mense depreciation of gold, and fear 
is also expressed that the countries 
which abandon the gold standard will 
have an immense advantage in foreign 
trade over the countries which adhere 
to the gold standard. Memories are 
short.

Precisely this situation did obtain 
from 1914 to 1925, when the United 
States, Switzerland, Sweden and The 
Netherlands were almost the only 
countries that adhered fairly closely 
to the gold standard throughout. None 
of these countries regretted having 
done so. None of these countries suf
fered so much as in trade disorgan
ization or loss of trade as did the 
countries that failed to adhere to the 
gold standard. All of the countries 
which went off the gold standard 
struggled to return to it. Very recent 
history confirms the answer which 
theory and earlier history confidently 
give. There is no monetary stability 
unless paper money is firmly anchored 
to precious metal of fixed weight and 
fineness. And, without monetary 
stability, there can be no sound gen
eral economic life.

Rules o f Gold Standard
Mr. J. M. Keynes, in a recent article 

in which he expresses his satisfaction 
over the breakdown of the gold stand
ard in England, ask s:

“Would the gold standard coun
tries be interested to learn the 
terms, which must needs be strict, 
on which we should be prepared to

r // f 1 J// I , ILalled Cjo ld  and tn
G O L D  S T A N D A R D
All of the countries which went off the Gold Standard 
in the past have struggled to return to it, since there 
can be no monetary stability without anchoring to 
some precious metal of fixed weight and fineness.

enter the system of a drastically 
reformed gold standard?”

And there have been many expres
sions from the school of thought 
which Mr. Keynes leads which sug
gest that some new gold standard 
rules are to be promulgated, the gen
eral tenor of which is that the gold 
standard shall cease to be a restrictive 
standard, that the gold standard shall 
not prevent easy money, and that 
credit policy, under the gold standard, 
shall be aimed at the artificial stabil
ization of commodity prices.

The answer to Mr. Keynes on this 
point is that we are not interested.

n n H E  CALM in cred u lity  w ith  
* w’h icli th e  F ed era l R eserve  S y s

tem , th e  A m erican  b an ks and th e  
A m erican  peop le  m et th e  fea rs o f  
fr ig h ten ed  fo re ig n ers  reg ard in g  
th e  sa fe ty  o f th e  g o ld  stan dard  in  
th e  U n ited  S ta tes  is  an im p ressiv e  
th in g . W e m ade no p ro te st as th e  
fo re ig n ers ca lled  for  go ld ; w e  
sim p ly  paid them .

The rules of the gold standard are 
not arbitrarily made. The rules of the 
gold standard are based on economic 
laws, and not on political choice. 
They are in essence simple. A country 
may maintain the gold standard so 
long as it can make good its demand 
liabilities in gold. The first rule of the 
gold standard is paying out gold on 
demand. The second rule is that you 
keep your demand liabilities within 
such limits that your creditors trust 
you to do this. The third is that you 
reinforce the confidence of your cred
itors by courageously meeting your 
demand liabilities in critical situa
tions, and by building through the 
generations a record for doing this, 
even though your gold reserves go 
low. Gold reserves should be accumu
lated in quiet times, and protected by 
firm money rates in boom times, but 
they should be courageously used in 
crises. A fourth is that you keep your

general position liquid, so that you 
may supplement your gold with other 
assets. Gold is merely the most liquid 
asset. An abundance of other assets, 
convertible into gold on fairly short 
notice and at moderate sacrifice, 
makes it unnecessary to carry as much 
gold as is needed if your general posi
tion is frozen. A fifth rule is that you 
keep your public finance in good 
shape. This doesn’t mean that you 
must have the government’s budget 
balanced at all times. In times of de
pression, a strong government may 
have a deficit without any impairment 
of its credit. A government which, 
over a ten-year period, has been pay
ing off public debt, need not be afraid 
of ruining its credit by increasing 
public debt in an acute depression, 
though it may have to pay higher 
rates in the process. Another rule is 
that a gold standard country must 
have flexible prices and costs, so that 
when prices in the world generally re
cede its export trade shall not suffer 
disproportionately. Another rule is 
that when a country is losing gold it 
must raise its rates of interest to pro
tect its gold.

From the standpoint of meeting its 
demand liabilities and paying its 
debts, all of the gold of the Federal 
Reserve System is free gold. That is 
what the gold is for. For the purpose 
of meeting its demand liabilities the 
Federal Reserve System had, as of 
October 28, 1931, '$2,738,000,000 of 
free gold. In addition, it had the 
power to draw in at least 600 millions 
in gold through substituting Federal 
Reserve notes for gold certificates in 
the circulation of the country. F u r
ther, the Federal Reserve System held 
cash reserves other than gold of 
$164,000,000 which it could present 
to the United States Treasury for re
demption in gold. And, finally, as 
shown above, the Treasury itself has 
an unlimited obligation to redeem 
Federal Reserve notes and an obliga
tion to sell bonds for gold for that 
purpose, if necessary.

(C ontinued on Page 11)
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Turning the Spotlight
on

O ld Sources of New Income
HAVE you ever definitely under

taken a survey of your own 
institution, department by de

partment, for the purpose of determin
ing the costs in each, and the service 
conditions of each? Such a survey re
veals amazing results. Let us glance 
briefly at a few departments. W e will 
start with the department which I 
call the Loan and Collection Depart
ment because in most banks of mod
erate size the two functions are co
ordinated. You will find immediately 
that many bad and costly practices 
prevail in it. You are making loans 
to non-depositors. In other words to 
people who never furnish some of 
their own money to lend to somebody 
else. This is manifestly improper and 
costly except in exceptional cases. In 
stead of discounting practically all of 
your notes, you are permitting your 
customers to persuade you to accept 
interest from date notes. On your 
small loans you are accepting rates of 
interest under the maximum although 
the transaction is a manifest loss. You 
are sending out, without charge, no
tices of non-payment, follow-up let
te rs — even street-runners. You are 
possibly not even charging a mini
mum fee on small loans. Similarly 
you are handling and rehandling in 
the Department drafts and collections 
on a basis of charge which is inade
quate and which does not provide for 
representation, etc. These are all con
ditions easily remedied.

Your Custody Department
Next, what of your Custody De

partment, if you are maintaining one. 
Most banks, even of smaller size, do 
some custody business. A survey of 
this Department generally indicates 
that you are accepting custody of 
very valuable negotiable or bearer se
curities ; that you are accepting es
crows and performing exceedingly 
valuable services for no charge or for 
an inadequate one. You are also rent
ing safe deposit boxes at a very low 
flat rate by the year regardless of the 
varying amount of service required to 
be given the various customers. This 
is not equitable. The Custody and

By  A. G. K A H N
Union Trust Co., Little Rock, Arkansas

“r p H E  PROFESSION o f b an k in g  
*■  im p o ses  upon its  e x ecu tiv es  

trem en d o u s resp o n sib ility . To d is 
ch arge  th a t resp o n sib ility  c a lls  for  
d eterm in a tio n  and co u rage  o f th e  
h ig h e st  order. W e h a v e  been  g o in g  
th ro u g h  try in g  tim es. B e tter  
tim es are  ahead . T he p resen t hou r  
offers an  u n riv a led  op p ortu n ity  to  
put ou r  h o u ses in  order and  to  
b u ild  b etter , sa fer  and  m ore  p rof
ita b le  b a n k s .”

Safe Deposit Departments should 
show a profit just like any other. It 
represents a very large investment in 
the vault and vault equipment. It de
mands a large amount of high priced 
insurance. It requires regular and 
careful supervision.

And what of the very heart of the 
bank— the Banking Department itself. 
Until a comparatively recent time, we 
invited our depositors to make us 
their bookkeepers. They accepted the 
invitation. So you found your institu
tions cluttered up with a vast propor
tion of accounts which, upon analysis, 
proved to be a loss to the bank. Usu
ally the proportion was about eighty 
per cent. This particular condition 
was of course to be cured and has 
been cured in many places by the im
position of an activity charge. You 
are all more or less familiar with the 
various types of activity charges, 
which have been recommended by the 
American Bankers Association and 
by various state associations. Person
ally, I do not have a particular pref
erence except that the charge should 
put each account on a profitable basis. 
In doing so it should take into con
sideration the readiness-to-serve cost 
of all accounts whether active or in
active. In Little Rock we found this 
readiness-to-serve cost was thirty 
cents per account per month. You 
have also handled out-of-town checks 
for your customers without charge,

giving them immediate credit, absorb
ing the cost of collection yourself as 
well as the interest during the time 
outstanding. This service is to be 
taken care of by a float charge, or ex
change charge if you prefer to call it 
that. Such a charge will produce sur
prisingly substantial revenue. It is a 
just charge for a valuable service. It 
can be handled either as a flat average 
charge of so much per $100 dollars, 
or as a charge based on interest, for 
the outstanding time. It should be 
made on items drawn on par points 
as well as nonpar points. While you 
seem to collect items on par points 
without cost, you do not actually do 
so. The cost is absorbed in the cost of 
your organization, your deposits with 
your correspondents, and your mem
bership in the Lederal Reserve Sys
tem. You have also been furnishing 
free checks, and free endorsement 
stamps. You have been transferring 
funds without charge, issuing cash
ier's checks, and exchange without 
charge. All of these items and numer
ous others are proper basis for rea
sonable charges.

Your Savings Department
W hat about the Savings Depart

ment? Here we are presumed to be 
treading on sacred ground and here 
we find the thought in the minds of 
many bankers that all savings ac
counts are profitable. Such is empha
tically not the case. The small savings 
account is apt to be just as unprofit
able as the small checking account. 
The experience in the bank with 
which I am associated has been that 
such accounts under $45 are unprofit
able even after the first year. The 
Savings Department should be studied 
and a system provided whereby each 
account takes care of itself. Besides 
many banks within the past two years 
have found out that instead of need
ing simply a secondary reserve for 
their savings accounts that they need 
a primary reserve of the most liquid 
order. Certainly there should also be 
a charge on savings accounts closed 
within sixty days of their opening.

Some of you have Trust Depart-

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



Central Western Banker, December, 1931

merits. If so you find it a continuous 
effort to avoid doing attorneys’ work. 
But in this department there are 
many documents drawn and many 
unusual tasks performed which do 
not come within the routine functions 
of the department, and which are not 
covered by routine fees.

In your Mortgage Loan and Real 
Estate Departments, if you have 
them, I am very sure that you are 
drawing a large number of docu
ments ; that you are making apprais
als ; that you are performing special 
service on negotiations and on collec
tions for which you are making no 
charge, or an inadequate one. In  these 
departments you should study, too, 
the question of whether your charges 
even for routine transactions are ade

quate. In many localities they are far 
from it.

All of these conditions hold true of 
the Bond and Insurance Departments 
in the banks which are conducting 
them.

Executives’ Advice
Then there is the question of ex

ecutives’ financial advice. If it is 
worth giving, and worth having, it 
falls in the same category as expert 
medical or legal advice. Except to 
customers whose volume of business 
warrants it, a reasonable charge 
should be made.

A charge should also be made on 
checks returned on account of insuffi
cient funds; on public funds because 
of bond requirements, service, e tc .;

for credit ratings, and reports; for 
obtaining automobile licenses, and 
similar services. Even here the list is 
by no means complete. Possibly all 
this enumeration sounds excessive 
and burdensome to the customer. 
Such is not the case. No one cus
tomer would incur all of them or even 
many of them at one time. But they 
are all services worthy of reward. 
That they are numerous does not 
change the fact. A druggist has hun
dreds of articles on his shelves, yet 
manifestly there is a price on each 
one and the customer pays for what 
he gets. There must of course be a 
rule of reason applied in some cases 
and under some conditions toward 
good customers, but let the rule in all 
fairness give the benefit of the doubt 
to the bank.

The unprofitable account is an old 
story. So is free service. Both should 
be approached with the idea that the 
customer is not to be driven away 
from the bank. He is to be encour
aged to remain. He shall only be 
taught to pay his way.

We, the executives, must train our
selves to think in terms of necessary, 
increased revenue. We must train our 
employes to do likewise. Above all, 
we must avoid an air of haughtiness, 
of independence, in installing our new 
charges. When the customer is met 
in a spirit of fairness, he does not 
take offense, but approves of adequate 
charges. This is said not as a theory, 
but from actual experience.

In Little Rock, during the past 
twelve months, we have reduced the 
savings interest rate from 4 per cent 
to 3 per cent. We have installed an 
activity charge and a float charge as 
well as most of the other charges I 
have enumerated above. These were 
accepted by the community in good 
spirit, and all discussion of them has 
long since died out. They are now 
treated purely as a m atter of course.

I am firmly committed to the theory 
that our banks need increased rev
enue. I am, however, just as thor
oughly committed to the theory that 
most of them need decreased ex
penses. Net earnings grow even more 
quickly from decreased expenses than 
they do from increased revenue. One 
dollar saved net still equals four or 
five additional gross. If  interest on 
our deposits is too high, let’s reduce 
it. If it should be eliminated, let’s 
eliminate it. Let’s also attack every 
other cost of our budget. If we do 
these things—if we build up our gross 
revenue by proper and adequate 
charges, and if we courageously re
duce our expenses on the other side 
of the ledger, we will be true to our 
tru s t ; otherwise not.

C O U P O R A T E
T R U S T § 19A  IS E S
A C C U M U L A T IV E  S E R IE S  and
SERIES AA—DISTRIBUTIVE TYPE

(̂ 33^6)

Now available in tw o new  series each co m -
prising the  fo l low in g  portfo lio  o f  30 s tocks in

equal share a m o u n ts :

17 Industr ia ls 6 Utilit ies
Allied C hem ical Amer. Tel. &  Tel.
A m erican Can C olum bia Gas & Elect.
Amer. Radiator & S. S. Consolidated Gas o f N. Y.
A m erican Sm elting Electric Bond and Share
A m erican Tobacco N orth Am erican
Borden U nited  Gas Im provem ent
duP ont
E astm an Kodak 4 Rails
General Electric A tchison, Top. & Santa Fe
International Harvester New York Central
N ational B iscu it Pennsylvania Railroad
O tis Elevator U nion Pacific
Procter &  G am ble
U nion Carbide 3 Oils
U nited  States Steel Standard Oil (Indiana)
W estinghouse Standard Oil (New Jersey)
W oolworth Texas Corporation

Ask Y our Investment House or Hank
These a re  f ix e d  in v e s tm e n t tru s ts  sponsored  by

A D M I N I S T R A T I V E  A N D R E S E A R C H  C O R P O R A T I O N
* ;*

SM ITH, BURRIS & CO.
C e n tra l S y n d ica te  M a n a g ers

Chicago Detroit O m aha  New  Orleans
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Buying For Secondary Reserves
IN C O N SID ER IN G  that part of 

our subject called bond buying, I 
should like very much to refer to 

it as a philosophy of bond buying, for 
after all, philosophy is essentially re
flective and are we not examining the 
past with the idea of developing defi
nite concepts for the present and fu
ture? Are we not trying to determine 
certain methods and principles which 
we can use for guidance? The key to 
the problem is this. Bond buying for 
secondary reserves and bond buying 
for investment are two very distinct 
operations which must not be con
fused. In  the case of secondary re
serves, only one year to eighteen 
months bonds are desirable and these 
must be high grade governments, high 
grade municipals, or unquestioned 
corporation credits. On the other 
hand, bond buying for investment, 
which we will call if you will a “ter
tiary” reserve, is a different problem 
and one causing banks much concern 
today.

It should not be necessary to nar
rate in detail the advantages of bonds 
for commercial banks any more than 
it is necessary to argue with a sick 
man as to the efficacy of a physician, 
but it is desirable to have the right 
kind of physician and not too many, 
even though I understand consulta
tion is the order of the day. The hack
neyed word, “diversification,” really 
has some meaning here and there is 
just reason for investing a portion of 
the bank’s funds in securities which 
will not be affected by conditions 
touching any particular community. 
The banks of one state in the Union 
were measurably aided by having 
bond accounts; perhaps there could 
be others.

A  Distinct Problem 
The banks outside of the very larg

est metropolitan centers have a dis
tinct problem. Suppose they do not 
invest in bonds, be they short term, 
medium term or long term. One of 
several things must happen. The 
money may be left on call or in the 
banks at a very low rate of return and 
if the institution has a secondary re
serve of full strength, it cannot put 
an endless amount of funds in either

B y  J. H. W IL K IN S O N , J r.
Manager Investment Department, State- 

Planters Bank and Trust Co., 
Richmond, Virginia

“ T \ T E  H A V E  been lax in our  
* ’ bond b u y in g . It h a s  been  

from  1 9 2 3  th ro u g h  1 9 2 9  a s e lle r ’s 
m ark et. T he s itu a tio n  w ill  not be  
corrected  u n til  th e  b an k s as a 
g rou p  ta k e  such a stan d  th a t th e  
m a rk et— at lea s t  th a t p art w h ich  
th ey  affect, and  it is  a  la rg e  part 
— w ill, from  n ow  on and fo rev er
m ore be a b u y er’s m a r k e t.”
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of these channels without a terrific 
sacrifice of return. Another avenue 
open for the investment of this por
tion of the money which would not 
be in bonds would be loans on securi
ties to people in local communities. 
There is reason and merit in so in
vesting a portion of a bank’s funds, 
but unless the institution is in a large 
metropolitan area where the personal 
element is comparatively insignificant, 
the investing of too large a portion in 
collateral loans to individuals in the 
community served by the bank will 
inevitably result in some embarrass
ment. In addition the liquidity is not 
there.

A third outlet for these funds 
which are not going into bonds is ad
ditional commercial loans. A commer
cial bank to be true to its name must, 
of course, supply the commercial 
needs of the community and the coun
try before investing funds in a bond 
market, but within the confines of 
good banking these commercial loans 
are limited, especiallv limited as to 
the qualitv desired. The placing of 
these non-bond funds into marginal 
commercial loans is courting disaster. 
The pressure, be it conscious or un
conscious, on loan officers when cash 
is oiled mountain high is intense. It 
is far easier to acquiesce in loan mak
ing when cash is lying idle in banks 
than when it is properly invested in 
the various channels available to fin
ancial institutions. Let none of us 
deceive ourselves as to this. There
fore. any debate becomes not one of 
bonds or no bonds but one of poor,

unprofitable commercial loans, those 
venerable housekeepers, as against 
good bonds. Would you not consider 
a bank which had high grade securi
ties—even though depreciated on to
day’s markets — a sounder, more liq
uid, more profitable institution than 
one showing no bonds or few bonds 
and possessing a large supply of 
housekeepers? Who sleeps the better, 
the man with high grade securities 
bought in proper amount or he with 
the marginal loans? There is then, 
from the standpoint of diversification, 
safety and liquidity ample reason for 
purchasing bonds in the proper 
amount.

A  Racking Period 
“But,” you say, “Look at the bond 

market and the banks today.” First of 
all let me state that we have been 
witnessing one of the most racking 
periods in American finance. All of 
the economic laws have not been able 
to assert themselves with the sweep
ing power of a steady stroke; on the 
contrary have they made themselves 
felt in spasmodic jerks, which tended 
to shake severely the frame of the 
economic body. Perhaps this absence 
of assertion of their power in ortho
dox fashion on the part of economic 
laws has been due to the terrific spree 
on which the patient went in the haly- 
con days from 1926 through 1929—a 
spree both in the legislative and eco
nomic fields. However, the immutable 
laws of economics — and I contend 
that the basic ones are immutable— 
will make themselves felt in the fu
ture as they have made themselves 
felt in the past. There are many fac
tors which can account for the seem
ing peculiar action on the part of the 
bond market today, not the least 
among which are the character and 
quantity of bonds bought by the 
banks. I do not mean to intimate that 
these two points stand out like sore 
fingers on an otherwise well hand, but 
I do believe they are sore digits at the 
end of an ailing palm.

How many bonds then should a 
bank buy in this “tertiary” reserve as 
we have chosen to term it and what 
kind of bonds should it buy? Please 
do not think that I am armed with a 
complete and definite answer to these
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questions. That is impossible, but it 
does seem as though we may set forth 
certain landmarks which, if constantly 
kept in mental view, would be of ser
vice. But before entering into a dis
cussion of these two questions, let me 
say that bank bond buying should be 
more for the purpose of a satisfactory 
average return over a period of years 
and less for the purpose of making a 
profit through trading operations. The 
bond account must be a relatively per
manent earning asset. One of course 
knows that it is possible to make a 
profit through buying bonds in times 
of tight money and selling them in 
times of easy money, but may I state 
that the successfulness of this de
pends largely upon two factors. The 
first point is not to buy too many 
bonds, not to buy bonds with tem
porary funds so that the necessity will 
arrive for liquidating in a disad
vantageous market. The second point 
is buy good bonds. Profits can be 
made sometimes, but to count on such 
operations with anything approximat
ing the clock-like certainty which 
must guard the operations of a bank 
is dangerous. If  the bond account is 
so arranged in the volume of funds 
employed that the securities can be 
carried through fair weather and foul, 
then provided the correct types of 
bonds are bought, there is indeed 
much to be said in favor of security 
portfolios.

There are those who contend the 
size of the bond account can be de
termined by a correlation with time 
deposits, the theory being that time 
deposits are permanent and that a 
large percentage of such deposits can 
be invested in a bond account. In the 
light of practice, however, such a re
lationship does not hold, for are there 
any such things as time deposits in 
the pure sense? To put into effect a 
thirty-day clause is to invite trouble 
and the practice is that time deposits 
can be withdrawn on demand, not 
after the giving of notice. As affect
ing the question of bank bond buying,

the argument is often heard that 
banks gather up deposits of individ
uals throughout the nation and invest 
them in securities, that this is the nor
mal channel for the flow of capital. 
There is, however, a very vital dis
tinction between bank deposits repre
senting the savings of individuals and 
individuals’ savings. The former are 
subject to call; the latter are an en
tirely different matter, and if an in
dividual wishes to purchase bonds 
with all of his funds, it is a different 
thing from a bank purchasing the 
same bonds with the sum total of in
dividual savings given it in the form 
of savings deposits. Of course, rela
tively speaking, there is a permanency 
in the time deposits as regards their 
fluctuation and to that extent it is a 
useful measuring rod in determining 
the size of the bond account; but it is 
not, to repeat, the sole measuring rod.

Another Guide
Others would use the size of the 

capital account as a guide to the vol
ume of bonds, here too relying on the 
theory of permanency. The error in 
this case lies with the fact that more 
often than not the capital account 
itself is absorbed by the building, by 
real estate in one form or another, 
and frozen loans. Accordingly the 
bond account cannot always be used 
as an offset against this truly perman
ent investment of capital. Should the 
capital account not be absorbed by 
the building of real estate and non
liquid assets, it too may be put in the 
classification of a guide.

Again we come to a point already 
discussed, namely the condition of a 
bank’s loan portfolio, its other assets, 
and this appears to me to be the fac
tor of greatest weight in determining 
the size of a bank’s bond account. The 
institution whose assets are liquid 
may purchase bonds to a greater ex
tent than one whose assets are not so 
liquid and the institutions themselves 
are the sole guide as to the liquidity 
of their loans. This, you may say, is a 
mere truism and generality and hence

of no value, but I know of no way 
other than through using these three 
pegs—time deposits, condition of cap
ital account, and nature of the loan 
portfolio—as guides to determine the 
size of security holdings. It will take 
some time and some effort for each 
of us to review our loan history, our 
loan portfolio, and from that deter
mine what our duty to the commun
ity we serve actually is as regards the 
volume of funds we should be called 
upon to place in that community 
through the extension of sound loans.

A  Bank’s “D uty”?
We should be weak and weary by 

now of hearing the phrase, “A bank’s 
duty to the community.” The com
munity owes the banks something and 
if you wish to phrase it as a “bank’s 
duty to the community,” the greatest 
duty a financial institution can per
form to those it serves is not to tie 
up any considerable portion of its 
funds in slow loans. A certain portion 
in slow loans, yes, inevitable in prac
tical banking, but the portion must be 
watched and must be kept within 
limits.

It would have been useless for me 
to have come with figures, ratios and 
percentages. The specific computa
tions would not have applied in more 
than one or two cases out of many. 
To repeat, the amount to be placed in 
the bond account must be determined 
by a consideration of the three fac
tors mentioned above and this amount 
must be arrived at by each institu
tion for itself. But there are few of 
us who would deny that we have 
loans, both commercial and collateral 
loans, on our books today which, al
lowing for all the shocks and gyra
tions of the bond market, we would 
prefer to have in that bond market 
when it came to the question of 
safety and final liquidity. Experience 
then, experience based on past history 
— and past history is not confined 
solely to the two preceding hectic 
years — is our only practical, safe 
guide. Some say they will never buy

AUSTRALIA

BANK  O F N EW  S O U T H  W A LES
E S T A B L I S H E D  1817

( W i t h  w h ic h  is a m a l g a m a t e d  T H E  W E S T E R N  A U S T R A L I A N  B A N K )

P A I D - U P  C A P I T A L ---------------------------------------------------------------------------------------------$37,r>00,OOO
R E S E R V E  F U N D ______________________________________________________________________ 30,750,000
R E S E R V E  L I A B I L I T Y  O F  P R O P R I E T O R S ______________________________  37,500,000

SI 05.750.000

Aggregate Assets 30th September, 1930, $446,141,890
A G E N T S — F I R S T  N A T I O N A L  B A N K ,  O M A H A ,  N E B R A S K A  G E N E R A L  M A N A G E R ,  A L F R E D  C H A R L E S  D A V I D S O N

HEAD OFFICE, GEORGE ST., SYDNEY LONDON OFFICE, 29 THREADNEEDLE ST., E. C. 2
505 B r a n c h e s  a n d  A g e n c i e s  in a l l  A u s t r a l i a n  States , F e d e r a l  T e r r i t o r y ,  N e w  Z e a la n d ,  F i j i ,  P a p u a ,  M a n d a t e d  T e r r i t o r y  o f  
________________________________ N e w  G u in ea ,  and  Lo nd o n .
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bonds again; once the portfolio is 
liquidated never will another security 
enter it. Those individuals, however, 
are, it seems, too close to the situa
tion for dispassionate observation and 
it is not unlikely that they and others 
will be buying bonds on a different 
basis than they have been bought in 
the past just as they will be making 
loans on a different basis than they 
have in the past. And if they make 
stricter loans and better loans, what 
will they do with the surplus funds 
which used to go in the marginal, 
poor, or weak loan, call it what you 
may?

W hat kind of bonds should a bank 
buy? This question is easy to answer 
though from the looks of portfolios 
one would judge it is not so easily to 
carry out. The answer I have already 
given. Buy high grade bonds. How
ever, even though nine of us out of 
ten would expect such a reply to the 
question, it appears that many have 
regarded the answer as merely a copy
book story to be told but not to be 
followed. Pathetic to relate, vocal 
homage rather than action as been 
rendered this all-powerful principal 
of buying high grade issues. We have 
not the time to discuss at length the 
art of bond buying or the multitude 
of factors to be considered in pur
chasing securities. These, every one 
of them, are most significant but they 
must be left until another day, though, 
to repeat, they are tremendously im
portant. More and more is bond buy
ing becoming a specialty work with 
financial institutions and more and 
more will this be the case in the fu
ture. It is not a thing to be done aŝ  a 
sideline, it is not a by-product; it is, 
on the contrary, very definitely a vo
cation and a major product. There are 
hardly any who would deny that 
many of the troubles which bank 
bond accounts today reveal would not 
have occurred had the bonds been 
purchased by individuals who analyze 
securities and markets.

This Thing Called “Gold”—
and the Gold Standard

(C ontinued from  Page 6)

The term “free gold,” however, has 
a special technical meaning in our 
money market terminology, which 
bears, not on the ability of the Fed
eral Reserve System to pay its debts, 
but, rather, on the ability of the Fed
eral Reserve System to make an easy 
money policy through buying Govern
ment securities. The legal reserve re
quirement for the Federal Reserve 
Banks, as usually stated, are 40 per 
cent gold against notes in circulation 
and 35 per cent gold and lawful 
money against deposits. These reserve 
ratios are not absolute. The Federal

Reserve System, may, should, and 
would go below them if necessary to 
meet its obligations, the only limita
tion being a progressive tax, with the 
requirement that they raise their rates, 
which means that they can go below 
the limits only with a tightening of 
money rates in the United States. 
This is a wise and proper provision to 
put a flexible brake upon credit ex
pansion as reserves go low.

But there is a further check upon 
credit expansion when it is initiated 
by the Federal Reserve authorities 
themselves. W hen they expand credit 
at the instance of the member banks, 
through rediscounting, or in response 
to the commercial needs of the coun
try as manifested by the offer to them 
of acceptances by the open market, 
they acquire “eligible paper” which 
can serve as collateral for Federal 
Reserve notes. Federal Reserve notes 
are not issued by the Federal Reserve 
Banks, but, rather, are issued to the 
Federal Reserve Banks by an officer 
of the United States Government, 
known as the Federal Reserve Agent. 
The Federal Reserve Banks must give

him collateral for the notes. If they 
have not enough eligible paper for 
this purpose, they must give the Fed
eral Reserve Agent gold, dollar for 
dollar. When the Federal Reserve 
Banks expand credit by buying Gov
ernment securities, the member banks 
use the increased credit in paying off 
rediscounts, and in buying accept
ances, so that the Federal Reserve 
Banks have very little eligible paper, 
and Federal Reserve notes are issued 
by the Federal Reserve Agent, not 
against paper collateral, but against 
gold collateral, dollar for dollar. Thus, 
on August 27, 1930, there was 104.9 
per cent of actual gold tied up behind 
the Federal Reserve notes in actual 
circulation, because the Federal Re
serve Agent had issued more Federal 
Reserve notes to the Federal Reserve 
Banks than the Federal Reserve 
Banks had put into circulation.

When, however, monetary pressure 
comes, manifesting itself either in a 
foreign drain on our gold, or in in
creased call for domestic circulation, 
so that the member banks are obliged 
to rediscount, this situation reverses

G M A C  obligations
en joy the protective background o f h igh ly 

liquid assets, with credit factors widely diver

sified in region and enterprise. Long regarded as 

a national standard for short term investment, 

they have been purchased by individuals, institu

tions and thousands o f banks the country over.

available in convenient maturities and 
denominations at current discount rates

G e n e r a l  M o t o r s  

A c c e p t a n c e  C o r p o r a t i o n
O F F I C E S  I N  P R I N C I P A L  C I T I E S

Executive Office - Broadway at 57th  Street - 7\[ew Tor\ City

c a p i t a l , s u r p l u s  a n d  u n d i v i d e d  p r o f i t s
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itself radically. Money rates rise, but 
the gold is available. As the Federal 
Reserve System takes on rediscounts, 
or as it buys acceptances, it can sub
stitute these for gold as collateral 
with the Federal Reserve Agent, free
ing gold dollar for dollar. Precisely 
this process did take place during re
cent weeks, as the foreign drains 
were made. While (from  September 
16 to October 28) we were losing 
$728,000,000 of monetary gold stock, 
the “ free gold” of the Federal Re
serve System actually increased by 
$27,000,000.

Gold Drains
 ̂ The ability of the Federal Reserve 

System to pay out gold, as shown

above, is enormous. It can certainly 
pay out far more gold than foreign 
countries are in a position to demand, 
and still have an adequate reserve of 
lending power. The only complication 
that could arise would be if the mem
ber banks were not in a position to 
borrow from the Federal Reserve 
Banks, through lack of eligible paper 
and Government securities. The pres
sure of gold withdrawals falls in the 
first instance upon the commercial 
banks. Their balances with the Fed
eral Reserve Banks are debited as 
gold goes out. These reserves they 
must then replenish by securing credit 
from the Federal Reserve Banks. The 
question arises as to the extent of 
their eligible commercial paper and

Government securities. The answer 
on this point is absolutely reassuring. 
The member banks of the Federal Re
serve System held approximately $7,- 
500,000,000 of eligible paper and 
United States Government securities 
on October 21, 1931.

Hold Omaha Meeting
More than thirty officers and direc

tors of the Northwest Bancorporation 
attended a meeting of bankers last 
month in Omaha, where they were 
guests of Gwyer H. Yates, president 
of the United States National Bank, 
and of Ford E. Hovey, president of 
the Stock Yards National Bank, both 
of which banks are affiliated with the 
Bancorporation. A meeting was also 
held at the Omaha Chamber of Com
merce Public Affairs Luncheon, at 
which W. Dale Clark, president of 
the Omaha National Bank, was the 
presiding officer and officers of all 
Omaha banks were present.

Both President E. W. Decker and 
Vice President and General Manager 
J. C. Thomson, of the Bancorpora
tion, were speakers.

Besides Mr. Decker and Mr. 
Thomson, members of the party in
cluded : Charles E. Mickler, director,
F. W. Woolworth & C o.; A. L. 
Searle, president, Searle Grain Co.; 
Joseph Chapman, president, Donalson 
Realty C o.; Robert E. Macgregor, 
vice president, Northwestern National 
B ank; C. V. Smith, vice president, 
Minnesota Loan & T rust Co.; Gard
ner B. Perry, vice president, Grant 
W. Anderson, W. E. Brockman, and 
Willis D. W yard, assistant secretaries, 
and Robert F. MacTavish, assistant 
treasurer, Northwest Bancorporation.

Accompanying the Minneapolis res
ident officers or directors were E. J. 
Weiser, president, and F. A. Irish, 
vice president, First National Bank 
& Trust Co., Fargo; W. Z. Sharp, 
president, Security National Bank & 
Trust Co., Sioux Falls; Isaac S. 
Moore, president, F irst and American 
National Bank, D uluth; David C. 
Shepard, president, Empire National 
Bank, St. P a u l; W. H. Brenton, pres
ident, Iowa-Des Moines National 
Bank & d rust Co., Des Moines, and 
W. G. C. Bagley, president, First N a
tional Bank, Mason City, Iowa.

Elect J. P. Van Vliet
Resignation of Guy C. Patton as 

president and treasurer of the First 
American Life Insurance Company, 
Lincoln, Nebraska, has been accepted 
by the board of directors, and J. P. 
VanVliet, a member of the agency 
force, has been elected in his stead, 
with full executive control.

The December 
Horoscope . . .

The Turquoise is the December birthstone and it 
symbolizes success.

Light blue and pink are your lucky colors.

The Narcissus is the December birth flower.

Great energy characterizes persons born in this 
month. Their energy makes them impulsive yet 
progressive in business. They are up-to-date and 
therefore always in line for success.

Some of the_ great men of history born in Decem
ber are Carlisle, Milton, Beethoven, Disraeli, Isaac 
Newton, Gladstone, Whittier and Kipling.

If you are in the life insurance busi
ness but not now under contract may 
we suggest that you need the helpful
ness of our management which is cap
able of appreciating your ability and 
is in a position to make the most of 
it.

R O Y A L  UNION LIFE
INSURANCE COMPANY

DES MOINES, IOWA
A. C. TUCKER, Chairman of the Board 
J. J. SHAMBAUGH, Pres.
B. M. KIRKE, V. P. and Field Mgr.
W. D. HALLER, Sec’y
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^ - I N S U R A N C E
Application to the Banking Yraternity,

Life Insurance vs. Real Estate
I USED to think of life insurance 

as protection. Experience has 
taught me that it is the best prop

erty that one can buy.
I entered the life insurance busi

ness during the tumultuous days of 
1906 as a whole time agent.

I early adopted a systematic plan of 
saving. I planned to live on my first- 
year commissions and deposit my re
newals in the savings bank. I had 
never had much to save before. I 
began selling life insurance and this 
was the only form of savings I knew 
for small and uncertain amounts.

In the town where I formerly lived 
almost all the young fellows of my 
age who were getting along dealt in a 
small way in real estate and almost 
without exception they made money, 
as the town was growing rapidly and 
they bought for a quick turnover. 

Expands in Real Estate 
W hen my savings account grew to 

the point where I thought of looking 
for a more remunerative investment I 
was ready to talk to some of the many 
active real estate men and I began by 
buying cheap residence lots in nearby 
outlying districts. I was able always 
to sell for a profit, sometimes making 
the sale even before the deed was 
made to me. The profits were never 
large and the amounts involved were 
small.

As the years passed and I began to 
realize more from my renewals I be
came a little more ambitious and de
cided that I would like to own some 
business property. It seemed, how
ever, a goal entirely beyond my reach, 
for all the desirable business property 
was located in a few blocks on Main 
street and was owned by a few men 
who believed so strongly in the future 
of the town and the soundness of 
their investment that they would not 
think of selling.

In 1913, one of these property 
owners became bankrupt and his 
holdings were put on the market. One 
of my friends in the real estate busi
ness approached me with the prop
osition that a stock company be or
ganized with $25,000 in paid-in capi
tal to purchase this property, financ
ing the balance through the banks, 
which he had already arranged. As I 
happened to have enough money in

B y  S. W. SPA RG ER
State Mutual Life Insurance Co.

the bank to pay for my stock I readily 
agreed.

From time to time we had offers 
for the property which would give us 
a profit, but I had decided that I 
wanted to stick and when some other 
stockholder wanted to sell the prop
erty and get his share of the profit I 
would try to get a price on his stock. 
In this manner over a period of years 
1 purchased enough stock to give me 
a five-sixths interest — the amount 
which I now own. This always neces-

.......... .................................. ............. ..............
T R A N  acro ss th is  q u o ta tio n  th e  
1 o th er  day: “M oney n eed ed  is  
gold , m on ey  d eferred  is  s ilv er  and  
m on ey  g iv en  a fter  d eath  is  le a d .” 
O ur “In su ra n ce  w ith  In co m e” is  
a lw a y s g o ld  and m a k es g o ld en  th e  
su n set o f l ife .

I  u sed  to  se ll in su ra n ce  as p ro
tec tio n ; I n ow  se ll  it  as property, 
becau se—

“M y stocks and bonds have fa iled me,
M y real estate’s a burden and care,

B u t m y life  insurance is m y treasure, 
W hen cash is needed i t ’s there.”

iiiiiiiiiiiiiiiiiiiiiiiiiimiiiiiiimiiiiimiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiin linn nn ||||||||||||||,|,,,,m,|!m,MI|

sitated borrowing money and paying 
interest instead of receiving interest. 
Since 1913 I have never had a sav
ings account.

The building consists of three 
stories and a basement, divided into 
three stores on the ground floor and 
offices above. There were a number 
of tenants to deal with, leases expir
ing at different times and old tenants 
moving out and new ones moving in. 
Nearly every move cost money be
cause of changes and alterations to 
suit new tenants, to say nothing of 
the loss of rent while part of the 
premises were vacant. The repair ac
count runs into formidable figures 
and the city and county taxes have 
multiplied by over six times the fig
ures in 1919.

Makes Expensive Lease 
It was not until 1915 that we were 

able to obtain possession of the entire 
building and lease it as a whole. It 
happened that the fall of that year

was a period of unusual activity in 
real estate in Durham — due to the 
publicity the town was receiving in 
connection with the indenture of the 
late James B. Duke, providing for the 
extensive building program at Duke 
University. Many new businesses 
were locating here and a chain store 
corporation began negotiations for 
the leasing of this building. The usual 
investigations were made and the re
port stated that while it was a new 
corporation, the active president was 
capable and experienced and the cor
poration had ample financial backing. 
A 15-year lease was made and the 
following rental stipulated:

$12,000 a year for the first five 
years;

$16,000 a year for the second term 
of five years;

$20,000 a year for the third five- 
year period.

The lease further stipulated that 
“the lessee agrees to pay the taxes 
assessed against the leased property 
during the term of this lease. By 
taxes is meant the general, county, 
city and state taxes.”

Certain alterations and improve
ments were necessary to put the build
ing in condition for the new tenants, 
and after some discussion we reached 
an agreement whereby this expense 
would be shared on approximately a 
50-50 basis. (W e estimated our part 
of the cost as $5,000.) As this seemed 
to end all alteration troubles for 15 
years we did not balk at the expendi
ture of this amount.

A fter the work was started we 
found that the plumbing had to be 
re-located and added to ; we found 
the heating plant worn out and a new 
one had to be installed.

We placed a $30,000 mortgage on 
the property for a period of 10 years. 
This was to take care of the altera
tion expense and retire an existing 
loan of $18,000.

Two years ago during a northeast 
storm we were notified that rain was 
leaking through the front wall. A 
building contractor was given an 
order to remedy the trouble. The 
building inspector refused to give him 
a permit to repair but condemned the 
wall—ordering it torn down immed
iately and replaced according to the
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present building code. This cost about 
$7,000, and the lessees deducted $500 
from the rent for what they claimed 
was loss of trade during the time the 
work was being done.

From March, 1926, to March, 1930, 
we collected in rents $47,500. The 
amount spent on the property for re
pairs and alterations amounts to $15,- 
300. The amount paid for insurance 
was $2,680.85. Other items of ex
pense $2,198.

The corporation is now in the 
hands of a receiver and the rent is 
$4,000 in arrears.

Income Returns Small
Taking the appraisal made early in 

1926, deducting the cost of altera
tions, insurance, and other items of 
expense—a total of $20,178.85 from 
the actual rent received of $47,500 
you can easily figure the net income 
from the property.

Remember also that the above lease 
was made on October 15, 1925, and 
it was March 1 before the alterations 
were completed and the lessee could 
occupy it. The loss of rent during 
that time was also a considerable item.

But someone will say you improved 
your property. That is all true, but 
we are chiefly interested in this mat
ter from a standpoint of income.

A fter this lease was made the pros
pects looked promising — my bank 
loans having been reduced to $500, I 
purchased jointly with a friend of 
mine another piece of property on a 
parallel street. The price was $50,000. 
The insurance company accepted that 
figure as an appraisal and made a 
loan of $25,000 on the same terms as 
the other loan. We spent an additional 
$3,680 for elevators, heating plant, 
etc., making the total cost of the 
property $53,680.

The amount collected in rent since 
that date of purchasing has been $15,- 
000.

The taxes have been.......... $4,123
The insurance has been...... 1,581
Repairs and other items 

have been ................    521

$6,225
Fixed Charges Heavy 

A net return of $8,775 over a pe
riod of four years and eight months.

You can also figure the percentage 
for yourself on this property.

Here, then, we have two pieces of 
property, one just a half block from 
the postoffice and within one block of 
four of our six banks, the other only 
two blocks further away, both con
ceded to be excellent in every way,

and one rated as 100 per cent depart
ment store property, worth on the 
basis of 1925 appraisals plus improve
ments since then over $275,000. There 
is today not one penny of income to 
the owners of this property.

But that is not all. There are cer
tain obligations which were assumed 
which must be met, such as taxes, in
surance, interest, curtailment of loans, 
upkeep, etc.

The amounts of these known items, 
or fixed charges, are at the present 
tim e:

Main S tree t:
Taxes ........................... $3,600.00
Insurance ..................  463.07
Interest ....................... 1,402.50
Payment on principal 1,500.00 

Chapel Hill S tree t:
Taxes ........................... $1,125.00
Insurance ..................  304.51
Interest .......................  1,127.50
Payment on principal 1,500.00 

These charges have to be met if the 
investment is to be saved. In other 
words, at the present time the owners 
of these properties from a standpoint- 
of income would be vastly better off 
if they did not own it.

L ife  Insurance in Comparison 
Now let us consider life insurance 

as a contrast. Below is a statement of

2500 ROOMS 
*3.00 UP . . .  .

A guest at the Morrison Hotel is at once 
impressed with its refined atmosphere 
and exquisitely appointed rooms.
Every room is an outside room with 
bath, circulating ice - water, bed - head 
reading lamp and Servidor. Excellent 
garage accommodations.

•  MORRISON HOTEL
CLARK AND MADISON 
STREETS . . . CHICAGO

L eo n a rd  H ic k s , Managing Director

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



Central Western Banker, December, 1931 15

results on $20,000 “Insurance with 
Income at 55” issued at age 32—■ 
about the age at which I started in 
my program.

Insurance with Income
at 55—Age 32.........$20,000.00

Annual Premium ........  1,246.80
5 premiums in advance 5,785.15 
It is assumed herein that the policy 

becomes paid up for $8,260 at the 
end of the fifth year. Dividends 
shown are the regular premium pay
ing dividends on the full amount for 
the first 5 years and thereafter paid- 
up dividends on the reduced amount.

Year
1930

Dividends Additions
1 $140.40 $ 240.00
2 156.80 520.00
3 174.00 820.00
4 192.00 1,140.00
5 211.00 1,480.00
6 118.60 1,660.00
7 123.00 1,840.00
8 127.60 2,040.00
9 132.60 2,240.00

10 138.00 2,440.00
11 143.20 2,640.00
12 149.00 2,840.00
13 154.80 3,040.00
14 161.20 3,240.00
15 167.40 3,440.00
16 174.00 3,660.00
17 181.20 3,880.00
18 188.80 4,100.00
19 196.60 4,320.00
20 204.60 4,540.00
21 213.20 4,760.00
22 222.40 4,980.00
23 231.40 5,220.00

Value Paid-up Policy. . 8,260.00
Additions ................... . 5,220.00

Total M aturing Value $13,480.00
Safe and Sane

In the event of death the unearned 
premiums are returned so that the in
surance protection ranges from $24,- 
536 the first year to $21,480 the fifth 
year. Then if no further premiums 
are paid the contract becomes paid up 
for $8,260 plus $1,660 additions the 
sixth year, increasing by dividend ad
ditions to $13,480 at age 55—payable 
to the insured then or its equivalent 
in a life annuity. Using your com
pound interest factor you will find 
that this initial payment of $5,785.15 
at 4 per cent compound interest for 
23 years will amount to $14,258.66; 
only $778.66 more than the maturing 
value of this contract.

For safety and a sure income you 
can’t beat it. One may leave a large 
estate if he lives long enough and is 
lucky by investing in real estate, but 
he can never be sure of the value of 
the property nor of an income from 
it when he needs it most.

It is almost impossible to realize 
cash on real estate during a period of

tight money, and cash is absolutely 
essential to the happiness of a man at 
55 or 60 who has become accustomed 
to a comfortable income. It is just as 
John York said to me one afternoon 
at Old P o in t— “If when you have 
needed $5 and have always been able 
to run your hand in your pocket and 
find $5 and then the day comes when 
you need the same $5 and can’t find 
but $1 it hurts.”

First Trust Dinner
The First Trust Company, Lincoln, 

last month was host to many insur
ance men and representatives of 
banking and bonding houses with 
whom it does business, at which hard 
times were stressed. Invitations were 
in red ink on yellow scratch paper, 
and responses were on cardboard, 
wrapping paper and paper towels. A 
red tablecloth completed the picture. 
Out of state insurance men present 
included: Aetna — Guy Beardsley,
vice-president, H artford, and E. L. 
Vaughan, agency supervisor, Chicago; 
Home of New York—J. A. Campbell, 
vice-president; C. A. Ludlum, former 
vice-president, New York, and E. V. 
McKarahan, agency supervisor, Chi
cago; Globe Indemnity—E. J. Scho
field, vice-president. New York; A. 
B. Ross, inspector, and Martin Doyle, 
auditor, Kansas C ity ; Phoenix—G. 
W. Holton, secretary, H artfo rd ; W.
G. Curry, state agent, Kansas City, 
and N. W. Cady, Minneapolis; North 
America— Sheldon Catlin, vice-presi
dent, Philadelphia; H. A. Miller, as
sistant manager, Chicago; New York 
Underwriters—R. L. Tanner, secre
tary, New Y ork; J. M. Clark, special 
agent, and S. C. Shotwell, marine

manager, Chicago; M. H. Grannatt, 
manager, Liverpool & London & 
Globe, New York; A. D. Yeaton, 
western general agent, New Hamp
shire, Chicago, and O. C. Gleiser, sec
retary, American Central, St. Louis.

Reinsures Omaha Life
Officers of the Omaha Life Insur

ance Company of Omaha, of which 
E. M. Searle, Jr., is president and H. 
E. Worrell, secretary, have executed 
a reinsurance contract with the Ohio 
National, by which the latter takes 
over all of its obligations. Approval 
of the transaction has been given by 
Insurance Commissioner Herdman, 
subject to similar action by the Ohio 
department of insurance. W ith the 
American Old Line Life Company, 
which the Ohio National took over a 
year ago, it will have approximately 
$25,000,000 in force in Nebraska. The 
American Old Line was formerly a 
Lincoln company, later it was pur
chased by Omaha parties, and still 
later removed to Chicago. The order 
of Commissioner Herdman requires 
the Ohio company to keep a separate 
account for the 1,300 participating 
policies issued by the Omaha Life.

Into Permanent Forms
Nearly $770,000,000 of life insur

ance carried by members of the Mod
ern Woodmen at less than cost rates 
has been transferred into the perman
ent forms, according to national head
quarters. This figure includes a con
siderable amount of additional insur
ance taken by the old policyholders or 
purchased with cash withdrawals. Of 
the $4,000,000 written in September, 
$340,000 was transferred insurance.

Attractive Part-Time Contracts 
and Managers* Contracts

a v a ila b le  in

NEBRASKA, IOWA, MISSOURI and COLORADO
to Firms and Individuals Financially Responsible 

with Top “General Agents’ ” First Year Commissions 
and Liberal Non-Forfeiture Renewals

For  information write
P. ERLENDSON, Supt. of Agencies 

1445 N Street, Lincoln, N ebr.

THE SERVICE LIFE
INSURANCE COMPANY
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E . IV. V A N  H Ö R N E ,  P re s id e n t  
N e b r a s k a  R a n k e r s  A s s o c ia t io n

W M .  R. H U G H E S ,  S ec re ta ry ,  
N e b r a s k a  B a n k e r s  A s s o c ia t io n
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Nebraska

GW YER H. YATES, president of 
the United States National Bank of 
Omaha, is chairman of the committee 
of Wyoming and Nebraska bankers 
and business men, to rule on applica
tions for loans from the National 
Credit Corporation in the two states.

W. Dale Clark, president of the 
Omaha National Bank, was named 
vice-chairman of the committee, and 
William B. Hughes secretary-treas
urer. Mr. Hughes is secretary of the 
Nebraska Bankers association. The 
committee’s headquarters are the of
fices of the Omaha Clearing House 
association.

Nebraska subscriptions for the 
credit corporation had exceeded a 
million dollars early in November, 
the total then being $1,079,365.40. 
Charles Finegan, Hyannis, Nebraska, 
accepted appointment on the loan 
committee for the Omaha territory.

CHARLES T. KO U N TZE, vice 
president and chairman of the board 
of the First National Bank of Omaha, 
and Denman Kountze, vice-president 
of the bank, resigned their posts early 
in November. The directors of the 
bank announced that the vacancies 
would not be filled. Mr. Charles T. 
Kountze expects to make his home in 
New Y ork; Denman Kountze will re
main in Omaha.

D EPO SITO R S of the Richfield 
State Bank, which closed September 
18, 1929, were to receive dividend 
checks last month to complete pay
ment of one hundred per cent of their 
deposits, Ben H. Schroeder, receiver, 
who has been in charge of liquidating 
the bank’s assets, announced. There 
have been other cases in the history 
of banking in the state where closed 
banks have paid out in full, but such 
occurrences are rare, the state bank
ing department told Schroeder.

In addition, Schroeder said, there 
is money enough to reimburse stock
holders of the bank who paid their 
double liability deposits.

The reason for complete liquida

tion of the bank’s assets, as set forth 
by Schroeder, is that there were no 
large loans held by any one individual 
and all borrowed sums were small. At 
the time of its closing, the bank had 
loans of $121,344.78 and held bonds 
and judgments to the extent of ap
proximately $20,000. Time and de
mand deposits amounted to $123,- 
720.54. The bank had a capital stock 
of $25,000 with an $11,000 surplus.

Gradual withdrawal of deposits and 
the fact that it was impossible to col
lect on loans fast enough to meet the 
withdrawals, was given as the reason 
for closing.

Depositors had previously been 
paid 85 per cent of their money in 
three separate issuances. The first 
dividend check was for 60 per cent, a 
second of 15 per cent and a third of 
10 per cent.

The Richfield State Bank was or
ganized in 1926, following failure of 
the First State Bank there. Officers 
were J. A. Calvert, president; Paul 
Graham, cashier, and John C. Becker, 
vice president. The bank owned no 
real estate, not even the property in 
which it was housed.

D. P. HOGAN, president of the 
Federal Land Bank of Omaha, has 
been elected director-at-large of the 
Eighth Federal Land Bank district 
for three years beginning January 1.

GEORGE A. W R IG H T, president 
of the First National Bank of Creigh
ton, Nebraska, the youngest national 
bank president of the state, and Miss 
Marian Hansen, daughter of Mr. and 
Mrs. Charles Hansen of Battle Creek, 
Nebraska, were married early in No
vember.

T H E  U N IO N  STA TE BANK of 
Omaha, closed last August 15 be
cause of withdrawal of deposits at 
the time of the closing of two other 
state banks in the city, reopened for 
business last month.

The reopening was made possible, 
it was announced, by an agreement of

enough of the 5,000 depositors in the 
bank to withdraw only moderate 
amounts of their deposits during the 
coming 20 months. Two hundred 
thousand dollars in additional new 
capital was also subscribed to the 
bank.

F. C. Horacek remains as president 
of the bank.

Three months of work that made 
the reorganization and reopening of 
the bank possible was done by Mr. 
Horacek, C. V. Svoboda, Frank J. 
Riha and Mose Yousem. Governor 
Bryan, E. H. Luikart, secretary of 
the state department of trade and 
commerce, and George W. Woods, 
state bank commissioner, helped.

The bank is one of the largest state 
banks in Nebraska. The depositors 
agreement, it was said, was to with
draw not more than 10 per cent of 
their money for the next 60 days and 
not more than 5 per cent per month 
of their opening deposits, after that. 
The restrictions on withdrawals may 
be removed when the officials of the 
bank believe conditions warrant. The 
depositors will eventually be repaid 
100 cents on the dollar.

Emil Kavalec is cashier of the bank, 
Ernest J. Horacek, assistant cashier. 
Directors are F. C. Horacek, Frank 
J. Riha, Frank Koutsky, Joseph T. 
Votava, Ernest J. Horacek, C. V. 
Svoboda, and Edward Chaloupka.

SIX OM AHA BANKS have dis
tributed Christmas Savings funds 
totaling $645,000 to 14,000 depositors 
—the largest sum, it is said, by $100,- 
000 to be accumulated in these funds.

While it was expected that most 
of this money would find its way into 
retail trade channels, a considerable 
portion was re-deposited in new 
Christmas funds or other savings ac
counts.

CHARLES H. RANDALL, presi
dent of the Security National Bank 
of Randolph, Nebraska, died at the 
age of 67 last month in the Clarkson 
hospital at Omaha, after an illness of
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six weeks. Mr. Randolph was the re
publican candidate for governor of 
Nebraska in 1922, when he was de
feated by Charles W. Bryan.

Mr. Randall was president of the 
state bankers association in 1921 - 
1922. He began his banking career in 
1890.

T H E  FARM ERS STA TE BANK 
of Albion, Nebraska, is liquidating 
without a receivership. Stockholders 
guarantee all deposits, amounting to 
about $165,000.

W. J. BAILEY, governor of the 
Kansas City Federal Reserve Bank 
since 1922, has announced that he will 
retire from that post January 1.

Failing health is the reason for his 
withdrawal from active banking.

Mr. Bailey is 77 years old. He has 
been connected with the Kansas City 
Federal Reserve Bank for the past 
16 years of its existence, as he was a 
director from the start. Mr. Bailey 
had a breakdown in health more than 
two years ago, but recovered and re
turned to his desk.

WA L T E R  W. HEAD, former 
Omaha and Chicago banker, 
and at one time president of 

the American Bankers Association, 
has been named president of the 
Morris Plan Corporation of America.

The Morris Plan Corporation oper
ates in 142 cities and has been in ex-

W a l t e r  W . H ead

istence 21 years. They do an annual 
business volume of $200,000,000 and 
have resources of approximately that 
amount.

Mr. Head is at present chairman of 
the board of the Nebraska Power 
Company; director and member of 
the finance committee of the N orth
western railroad; director of the Mil
waukee ra ilroad; chairman of the 
board of the American Union Life 
Insurance company; director of the 
United States Fidelity and Guarantee 
Company; and was recently reelected 
president of the National Council of 
Boy Scouts of America.

He was formerly president of the 
Omaha National Bank and of the 
Foreman State National Bank of Chi
cago. Austin L. Babcock will continue 
as executive vice president of the 
Morris Plan Corporation.

In announcing Mr. H ead’s election 
as president, A rthur J. Morris, 
founder of the Morris Plan Corpora
tion, sa id :

“Mr. Head’s election to the central 
organization, charged with the further 
and larger development of the Morris 
Plan system of industrial banking, be
gins a new era in this country for in
dustrial banking. Mr. Head brings to 
the system 25 years of successful ex
perience in all the details of commer
cial and investment banking, an added 
asset for the successful and further 
development of industrial banking. 
He has been a close observer and in
vestigator of the Morris Plan system 
and all other forms of personal loan 
credit operations as operated in this 
country and now becomes the domin
ant figure and factor, therefore, in 
the development of this important 
phase of banking in the interests of 
the people of this country.”

The Teller Tells the World
(Continued from Page 3)

IN  YEARS GONE BY a bank 
statement called for a number of 
painful facts, such as the amounts of 
debts due, debts considered doubtful, 
amount of loans to directors and 
stockholders and amount due from
insolvent banks.

<¿8 <¿8 <¿8
I H A V E A L E T T E R  from a 

friend in Nebraska, who says he re
members “Cash” Jones, of whom I 
recently referred to in this column. 
He also remembers the two sons, 
“Credit” and “Charge-It” Jones. He 
goes on further to state that he knows 
their two sons: “Repossessed” and 
“Finance” Jones.

My, my, how that Jones family 
does grow.

¿8 & &
W A L T E R  W IN C H E L L  says: 

“The trouble with banks is that bank
ers are trying to carry more people 
than the railroad trains.”

Yes, what we need is a few good 
trucks.

¿8 «58 3
A LARGE N EW  YORK bank ad

vocates that its depositors spend some 
of their money. Stating that careful 
purchase when prices are low is as 
much thrift as saving the money.

H ere’s the sticker. It suggests that 
you keep sufficient reserve against 
emergencies — at least six month’s 
salary.

¿8 ¿Z j*
EV ERY  PLACE we look someone 

is trying to invent machines to make 
mass production. Then we turn the

SIXTY YEARS 
DISTINCTIVE 
SERVICE FOR 
BANKS AND 
BANKERS. . .

T H E  F IR ST N A T IO N A L  B A N K
OF

L IN C O L N , N E B R A S K A
Capital and Surplus $1,100,000 

Affiliated institution T h e  F ir st  T r u s t  C o m p a n y
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other way and see a government try
ing to get rid of a surplus. Then we 
look straight ahead and wonder if it 
isn’t playing both ends against the 
middle.

¿8
AN IN SU R A N CE MAN was tell

ing me about making a policy loan to 
a farmer. He was filling in all the 
blanks as the farmer answered the 
questions. He listed as improvements: 
House, barns, corn cribs, etc. Then 
the insurance man read to h im : “Any 
other permanent improvements be
sides those listed above?”

The farm er thought for a minute 
and then replied: “Well, there’s a $3,- 
500 mortgage on the farm .”

I SAW  AN advertisement the 
other day that re ad : “A practical pen
cil for bankers.” I doubt it. Some day 
I ’m going to invent the practical pen
cil for bankers. I t ’s going to have a 
mint flavor and half of it is going to 
be an eraser. T hat’s the part bankers 
use most.

¿8 ¿8 ¿8

IN REGARD TO lowering interest 
rates on time deposits from 4 per cent 
to 3 per cent—it is claimed that a bank 
can lose over forty per cent of their 
four per cent C. D.’s and still make 
as much money on the balance by 
paying three per cent.

But what bank wants to take a

forty per cent loss of deposits in these 
times?

<£ ¿8 ¿8
FO R  T H A T  M A TTER  there 

seems to be a gradual reaction already 
back to higher interest rates. The Na
tional City Bank, New York, has 
again raised its interest rate in the 
thrift deposits to 3 per cent com
pounded 12 times a year. On Septem
ber 1 they had cut the rates to 2 per 
cent.

It is worth noting that after a lit
tle more than a month’s trial this city 
bank swung back to their regular 
rates.

¿8 ¿8 <£

A BANK EX A M IN ER  told me an 
interesting story. He was examining a 
bank in eastern Iowa. As soon as he 
entered the bank the cashier started 
to move him to the back room. Send
ing the books, adding machine, and 
everything back to him. The exam
iner said nothing. At night the cashier 
came back and remarked: “Maybe 
you’ve noticed that we hurried you to 
the back room?” The examiner ad
mitted that he had noticed it some
what. “Well,” explained the cashier, 
“the last examiner we had made so 
much noise yelling at us, that the man 
in the hardware store across the street 
came across to see what was the mat
ter.”

T hat’s one on the bank examiners.
«¿t ¿8 ¿8

A LEX A N D ER  ONDI, aged 21, 
robbed a bank in Budapest, Hungary. 
He was captured soon after the hold
up, rushed to the palace of justice, 
tried at 4 o’clock and hanged two 
hours later in the yard of the palace.

It is needless to say, there are very 
few holdups in that country.

¿8 «¿8 &
W E ALL K N O W  news travels 

fast and inaccurately. H ere’s an ex
ample of i t : A gentleman was rushing 
down the street, when a friend 
stopped him. “W hy the hurry, John?” 
he asked. “Haven’t you heard?” ex
claimed John, “Jack Brown just made 
a million dollars on cotton. I ’m going 
over to his office.” The friend re
plied: “Sure, I know I just come 
from there. Only it wasn’t Jack 
Brown, it was Joe Green. And it 
wasn’t in cotton, but in copper. And 
it wasn’t a million dollars, but a hun
dred thousand dollars. And w hat’s 
more he didn’t make it, he lost it.

Tch, Tch, Tch!
Mrs. Gleeson (at seaside concert) 

—She has quite a large repertoire, 
hasn’t she?

Gleeson—Yes, and that dress makes 
it look all the worse.”

FACILITIES-
to m eet you r requirem ents

A TH O R O U G H  knowledge of correspondent service and 
the problems confronting correspondent banks is a big 

advantage of the Continental National Bank. We constantly 
are developing and improving our facilities to meet their 
requirements.

More and more banks in this territory use our corres
pondent facilities for their Nebraska transactions. You, too, 
will appreciate the time saved — the direct routes -— the 
expert handling of this branch of our complete banking 
service.

Continental National Bank
LINCOLN, NEBRASKA

Affiliated with N O R T H W E ST  BA N CO RPO RA TIO N

United States National Bank
O M A H A

Established 1856

The Oldest Bank in Nebraska

RESOURCES OVER $24,500,000

Invites the Business o f Banks and Bankers 
Seventy-five Years o f Conservative Banking

Prompt Service to Banks on Veterans’ Loans
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News of the Omaha Stock Yards
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An Interesting Survey
That the dairyman himself is the 

most important “animal” on the dairy 
farm, is strikingly shown by a study 
of the cost of producing butterfat, 
carried on in Pine county, Minnesota. 
About 25 herds were included in the 
study, which was made by the Minne
sota agricultural experiment station 
and which extended over a three-year 
period, making 77 herd-year records.

To study the effect of management, 
the dairymen were divided into four 
groups. Those rated “good” secured 
17 per cent more fat from the same 
feed than did those rated “fair,” 
whereas the group rated “poor” ob
tained only 70 per cent as much fat 
from the same feed as did the “good” 
group. Differences in quality of man
agement accounted for more dif
ferences in production than did all 
other factors combined.

Ready for Winter
Stockmen in southeastern Wyoming 

are prepared for the coming winter, 
according to Silas Cole of Laramie 
county of that state. “Ranges are in 
very good condition,” he stated. 
“There is plenty of feed to carry the 
stock through winter all right. On the 
average, we had a fair crop of hay. 
This will be supplemented with about 
the usual amount of cottonseed cake. 
A number of ranchers still have some 
old hay on hand.

“The big end of the cattle have 
been shipped out, but there are still 
quite a few to come. A few of those 
remaining are being fed. In the last 
few years we have started to raise 
some corn and hence can do a little 
feeding on the side.”

Name Nebraska Judges
Nebraska will be among the seven

teen states and two foreign countries 
furnishing live stock judges for the 
1931 International Live Stock E x 
position.

The judges chosen for the task of 
awarding honors in the Chicago ex
position are from as far separate 
points as California and Connecticut, 
Texas and Ontario. They include, ex
position officials state, the most noted 
live stock authorities in the world.

Nebraska will contribute A. C. 
Shallenberger, of Alma and H. J. 
Gramlich, of Lincoln, to the list of 
j udges.

Shallenberger, a well known breeder 
of live stock and present congressman

from Nebraska, will be a judge of 
Polled Shorthorn cattle. Gramlich, 
who is connected with the University 
of Nebraska college of agriculture, 
will judge the class of steers entered 
for slaughter on hoof.

It is estimated by officials of the 
Chicago exposition that the live stock 
show will have entries in excess of 
12,000 head of the choicest farm ani
mals on the continent.

“Depression-Proof” Cows
“Good dairy cows are as near de

pression proof as any class of live 
stock or any class of agriculture.

W ith this statement, C. A. Smith, 
extension dairyman at the Colorado 
Agricultural College, comments on 
certain suggestions for winter feeding 
of dairy cows, and announces the 
high-producing cows and herds in the 
state for the past month.

“W inter dictates winter feeding 
and winter care,” he adds. “To forget 
about the water heater, to overlook 
the bedding shed, to try to skimp 
through reduced rations is to ‘kid 
yourself.’ W ar-time prices for butter- 
fat do not prevail, neither do war
time prices for good protein feeds.

“W ith hogs at new low levels for 
25 years, and with feeder lambs ac
tually bringing less than a nickel a 
pound, the owner of a herd of good 
dairy cows has much to be thankful

for this winter. Year by year the 
dairy-herd-improvement associations 
tell the same old story. Proper feed
ing combined with proper care and 
the use of potentially good cows have 
made a profit every winter for half a 
century. The winter of 1931-32 is no 
different. Cheap feeds fed to good 
cows will tell the same story next 
spring.”

International Stock Show
Early entries pouring into the head

quarters of the International Live 
Stock Exposition, to be held at the 
Chicago Stock Yards this year, No
vember 28 to December 5, give assur
ance of one of the largest displays of 
live stock and educational agricultural 
exhibits in its history. So reports B.
H. Heide, secretary-manager of the 
exposition.

The coming 32d anniversary of this 
exposition of the meat making breeds 
of live stock will open its doors upon 
the mammoth International amphithe
ater and 22 adjoining buildings on the 
first Saturday following Thanksgiv
ing. Each day and evening will be 
crowded with events of education, in
spiration, and entertainment to the 
visitors from town and country who 
combine to make the International 
Live Stock Exposition the most cos
mopolitan agricultural show in the 
land.

O F F IC E R S
F O R D  E . H O V E Y , P r e s i d e n t  L. K . M O O R E , A s s t ,  to  P r e s .  
JA S . B. O W E N , V ic e - P r e s .  H . C. M IL L E R , A s s t .  C a s h ie r  
F . J .  E N E R S O N , V ic e - P r e s .  C. L. O W E N , A s s t .  C a s h ie r  
W . H . D R E S S L E R , C a s h ie r  H E N R Y  A. H O V E Y , A s s t .  C a s h . 

T . G. B O G G S , A u d i to r

ABSOLUTE DEPENDABILITY
When you delegate the Stock Yards National Bank to 
handle an important transaction, you may rest assured that 

your instructions will be carefully followed.

Stock Yards National Bank of South Omaha
OMAHA, NEBRASKA

The Only Bank in the Union Stock Yards

Affiliated with the Northwest Bancorporation
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Officials of the International Grain 
and Hay Show, a department of the 
Live Stock Exposition, but in itself 
the world’s largest competitive display 
of small seeds, hay, and grain, state 
that in spite of the drouth in many 
sections of the country this year, they 
look for the largest entry in the his
tory of this event.

Bright Outlook
The year 1931-32 should be a good 

one for 4-H baby beef club members 
to feed calves, is the belief of Paul 
C. Taff, assistant director of the ex
tension service at Iowa State college, 
who is in charge of 4-H club work in 
Iowa.

Prospective club members are be
ginning to look for their calves. Good 
ones can be bought at even lower 
prices than last year. While the 
average quality of calves fed in the 
past has been high, many cases are 
known where the club boy could have 
increased his profits $10 to $20 by 
paying a few dollars more for a

higher quality calf with which to 
start. Feed probably will be cheap 
and the club members should be able 
to feed their calves well.

Credit Corporation Formed
The Keith County Agricultural 

Credit corporation, of Ogallala, has 
filed articles of incorporation at the 
office of the secretary of state.

The $50,000 corporation listed as 
its purpose the loaning of funds to 
persons engaged in growing or m ar
keting grain, live stock or other agri
cultural produce.

Incorporators are Hugo Eyeman, 
F. J. Sibai, C. L. Contryman, J. J. 
Geisert, Oscar Eyeman and H. J. 
Geisert.

Mystery
A freight agent received a ship

ment among which was a donkey de
scribed on the freight bill as “ 1 
burro.” After checking his goods 
carefully the agent made his rep o rt: 
“Short, 1 bureau; over, 1 jackass.”
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Is New Director
At a meeting of the board of direc

tors of the First National Bank of 
Rawlins, Wyoming, John K. Hartt, 
prominent citizen of Rawlins and 
Carbon County, was elected to the 
board to fill the vacancy caused by 
the death of John Mahoney last June.

J. E. Cosgriff, president of the 
Continental National Bank & Trust 
Company of Salt Lake City and also 
president of the First National Bank 
of Rawlins, was in Rawlins for the 
meeting. He has been associated with 
Mr. H artt in the sheep business for 
many years. Mr. H artt has been a 
stockholder in the bank for a num
ber of years.

At Lander
William J. Hagans has been named 

president of the Lander State Bank, 
Lander, Wyoming, to succeed John 
Carmody, deceased. Mr. Hagans has 
been a member of the board of the 
bank for a considerable time. George 
F. Earley of the Lander Mills was 
chosen director to succeed Mr. Car
mody.

Create With Life Insurance
Money for life insurance isn’t spent 

money, set aside to guarantee financial 
independence for you or your family. 
Life insurance is sending dollars on 
ahead.

Some day the earthquake of death 
or of disability will shake your home 
to its very foundation. Then the in
surance company unlocks the safe 
and returns to you or your family, 
not only every dollar you have saved, 
but in addition the dollars you would 
have saved, if misfortune had not 
wrecked your plans.

The savings bank takes care of the 
money you have saved. It can do no 
more. The life insurance plan not only 
takes care of the money you have 
saved, but it also pays back the money 
you would have saved.

You give the savings bank the prin
cipal sum and you receive interest. 
You give the life insurance company 
interest and you or your family re
ceive the principal sum. Under life 
insurance you do not owe for an es
tate—you own an estate. Life insur
ance guarantees both principal and 
interest. W hat other investment offers 
so much for so little? W hat other 
financial institution pays on your 
promise rather than your perform 
ance? More than 65,000,000 policy
holders can’t be wrong.—Echo.

OMAHA
Stock Yard and City Collections

G i v e n  S f u i c k  a n d  C a r e f u l  S e r v i c e

LIVE STOCK NATIONAL BANK
U n i o n  S t o c k  Y a r d s

OMAHA

Central Typewriter Exchange, Inc.
(E S T . 1903) I

T Y P E W R IT E R S , AD DIN G  M A C H IN ES, CH ECK  W R IT E R S  

L A T E ST  M ODELS AT BIG  DISCO UNT

ASK  TO SE E

ALLEN-WALES
1912 Farnam St.

T H E  F IN E S T  “H E A V Y  D U T Y ” 
AD D IN G  M A C H IN E M ADE

i
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Omaha, Nebraska
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In Remodeled Quarters
The National Bank of Pittsburg, 

Kansas, which has been occupying 
quarters in the Commerce building, 
has moved to its own building at the 
northeast corner of Fourth and 
Broadway.

The National Bank building has 
been remodeled.

Fontana Bank to Paola
The Fontana State Bank, Fontana, 

Kansas, has been taken over by the 
Miami County National Bank, Paola. 
The bank had a capital stock of $10,- 
000 and the assets were $51,402.22. 
Hugh C. W hitford was the president 
and principal stockholder.

Wichita Banker Dead
E. E. Masterman, vice president of 

the First National Bank in Wichita, 
Kansas, and one of the widely known 
and beloved men of finance in Kan
sas, died last month.

Mr. Masterman was 80 years old 
August 3. He had resided in Wichita 
for the past 31 years.

Retires at Downs
At a meeting of the board of direc

tors of the State Bank of Downs, 
Kansas, the resignation of D. H. H ar
rison was tendered and accepted. Mr. 
Harrison was then elected chairman 
of the board of directors.

J. O. Harrison, son of the former 
president, and who for several years 
past has been assistant cashier, was 
elected to the position of president 
and W. H. Harrison, also an assistant 
cashier for several years past, was 
elected vice-president. The other offi
cers, D. B. Harrison, cashier, and M. 
W. Hardman, vice president, will re
main the same.

In New Quarters
The Citizens State Bank of Mound- 

ridge, Kansas, has moved into their 
new quarters across the street, the 
former Bank of Moundridge building.

The interior of the building has 
been completely cleaned and a num
ber of small repair jobs done.

A Merger
The state bank of Stuttgart, Kan

sas, and the W oodruff State Bank 
have merged their business interests 
and the Stuttgart bank has taken over 
the accounts and holdings of the 
Woodruff bank. Stockholders of the

Woodruff bank were paid 100 per 
cent on the dollar for their interests 
and the deposits and accounts were 
transferred to Stuttgart. The W ood
ruff bank has been closed.

Nimrocks Honored
George W. Nimocks, president of 

the Bank of Scandia and a prominent 
worker in the Kansas Bankers Asso
ciation, has been appointed as a mem
ber of the Committee on State Legis
lation of the American Bankers Asso
ciation.

Mr. Nimocks has just completed a 
three-year term as a member of the 
executive council of the American 
Bankers Association. While serving 
on the executive council, he estab
lished himself as one of the outstand
ing workers in the national organiza
tion and made many trips over the 
United States in connection with the 
council’s work.

Ralph Smith Resigns
Ralph E. Smith has resigned his 

position as assistant cashier of the 
First National Bank of Hiawatha, 
Kansas, has accepted a position with 
the First Investment Co., will devote 
his time to insurance investments. Mr. 
Smith has been connected with the 
bank for a number of years.

Group One Meeting
Group One of the Kansas Bankers 

Association, comprising banks in

Atchison, Brown, Doniphan, Jackson, 
Jefferson, Leavenworth, Marshall, 
Nemahai, Pottawatomie and W yan
dotte counties, will hold its annual 
meeting in October, 1932, at Troy. At 
the annual meeting held in Seneca, re
cently, the decision was made to hold 
the next meeting at Troy. The asso
ciation will be the guests of the Doni
phan County Bankers Association of 
Doniphan County.

Charles V. Norman, cashier of the 
First National Bank at Troy was 
chosen as president, and Edw. E. 
Doughty, president of the Troy State 
Bank, was selected as secretary of 
Group One of the Kansas Bankers 
Association.

Ask Me Another!
“Now, suppose,” said the teacher, 

“a man working on the river bank 
suddenly fell in. He could not swim 
and would be in danger of drowning. 
Picture the scene. The man’s sudden 
fall, the cry for help. His wife knows 
his peril and, hearing his screams, 
rushes immediatelv to the bank. Why 
does she rush to the bank?”

Whereupon the boy exclaimed: 
“To draw his insurance money.”

Diary of a College Grad
June 23, 1929—Graduated today.
June 28, 1929—Looked for a $10,- 

000 job.
July 20, 1929—Looked for a job at 

$100 a week.
August 9, 1929—Looked for any 

kind of a job.
September 2, 1929—Still looking.
September 23, 1929—Went to work 

for my uncle for $75 a month.

T he Chase N ational Bank
o f the City o f  New York 

P i n e  St r e e t  c o r n e r  o f  N a s s a u

Capital ...........................................$ 148,000,000
S u r p l u s ........................................... 148,000,000
Deposits (September 29, 1931) . 1,670,000,000

The Chase National Bank invites the accounts of 
hanks, bankers, corporations, firms and individuals.

General Banking . . Trust Department

Foreign Department
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C. H. Sheldon Dead
Charles Herbert Sheldon, pioneer 

banker of Fort Collins and vice pres
ident of the Poudre Valley National 
Bank, Fort Collins, Colorado, passed 
away recently at the Larimer county 
hospital.

Mr. Sheldon was taken ill in De
cember, 1930, with pernicious anemia 
and leakage of the heart, but had been 
up and around most of the time since 
that time, only going to the hospital 
the morning of his death for treat
ment.

From early boyhood Mr. Sheldon 
decided to become a banker and May 
1, 1875, he entered the A. K. and 
E. B. Yaunt bank as a bookkeeper, 
working for his board. In the fall of 
1876 he was elected cashier of the 
bank, which position he held until the 
fall of 1878. November 11th, he and 
W. C. Stover started the Poudre Val
ley Bank, later known as the Poudre 
Valley National Bank.

Mr. Sheldon retired from active 
business as cashier January, 1925, be
coming vice president, which position 
he held at the time of his death.

Protective Systems
Installation of a tear gas system at 

the Englewood State Bank, Engle
wood, Colorado, in the immediate fu
ture was announced recently by C. W. 
Bish, president of the bank.

As part of the system bullet-proof 
glass will be used for the enclosure 
within which employes of the bank 
work. The employes will talk to de
positors by means of amplifiers and 
the only openings in the glass will be 
small slits where money may be taken 
in and passed out.

New Deposit Boxes
To supply the demands for safety 

deposit boxes, one hundred safety de
posit boxes have been installed this 
week in the Loveland State Bank, 
Loveland, Colorado. They are of the 
latest type in safety box construction 
and of varied sizes.

W. J. Isaac, cashier of the bank, 
stated that demand for additional de
posit boxes had exhausted the sup
ply and this new section of boxes was 
being added to provide this service 
for customers.

Elected Vice President
Roblin H. Davis, president and 

general manager of the Davis Broth

ers Drug Co., has been named execu
tive vice president of the Denver N a
tional Bank.

The work formerly handled by the 
late Clark G. Mitchell, executive of 
the bank who died two months ago, 
will be divided between Davis and 
James C. Burger, another vice presi
dent, in addition to their other duties.

No other changes will be made on 
the bank’s executive staff, the an
nouncement said.

Mr. Davis has been a director of 
the bank since 1915. Although his 
election calls for his assuming his 
new duties at once, he will retain his 
connection with the drug firm for the 
present, he said.

Installs Tear Gas
The American State Bank of 

Brighton, Colorado, has installed a 
new type of burglar protection in the 
form of tear gas guns that can be 
operated by electricity by merely 
pressing a button.
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Merger at Artesia
At a meeting of the stockholders 

and directors of the First National 
Bank of Artesia and the Citizens 
State Bank, Artesia, New Mexico, a 
merger of the two institutions was 
unanimously approved, operation to 
continue under the head, “First Na
tional Bank.”

Officers serving the First National 
Bank under the new arrangement will 
include: J. E. Robertson, president; 
C. E. Mann, active vice-president; J. 
H. Jackson, vice-president; L. B. 
Feather, cashier; Fred Cole and W il
liam Linell, assistant cashiers. The di
rectors are: J. E. Robertson, E. A. 
Cahoon, Roswell; M. A. Corbin, C. 
E. Mann, D. W. Runyan, J. H. Jack- 
son, Rex Wheatley.

At Estancia
At a meeting of the bank directors 

of the First State Bank, Estancia, 
Estancia, New Mexico, Otho Lowe 
was elected vice president and J. C. 
Hester cashier. Dr. Ottosen of W il
lard, H. B. Jones of Tucumcari and 
local directors were present.

Reopens at Las Cruces
The First National Bank of Las 

Cruces, New Mexico, on its opening 
day, last month, showed a large gain 
in deposits, according to W. P. B. 
McSain, active vice-president. The 
deposits exceeded withdrawals at the 
ratio of about 20 to 1.

A good share of money withdrawn 
was used to pay grocery, dry goods 
and other bills, and was redeposited 
by merchants later.

All of the business men of Las 
Cruces report that the opening of the 
bank had a very beneficial effect on 
business.

Meat Inspection
Systematic Federal meat inspection 

was 25 years old on October 1. 
Though the act of congress on which 
the service is based was signed by 
President Roosevelt June 30, 1906, 
certain of its provisions did not take 
effect until October 1 of that year. In 
the 25 years of its operation Federal 
meat inspection has included the 
thorough veterinary examination of 
more than 1,600,000,000 animals, both 
before and after slaughter. Of this 
number more than 98 per cent passed 
the rigid inspection and were desig
nated as suitable for food, a record 
the Department of Agriculture re
gards as highly creditable to Ameri
can stockmen. The remaining 2 per 
cent were passed for food only in 
part, or were condemned.

A more complete picture of the 
growth and magnitude of the meat- 
inspection service may be gained from 
the records. The number of animals 
slaughtered under Federal meat in
spection during the first full year of 
the law’s operation was about 54,000,- 
000, including cattle, calves, sheep 
and swine. During the fiscal year 
ended June 30, 1931, nearly 75,000,- 
000 animals came under inspection, 
an average advance of more than 
800,000 animals each year.

A Fellow Countryman
“A lordly Rolls-Royce was fol

lowed through the streets of New 
York by a very ‘tinny’ car. The Rolls- 
Royce suddenly pulled up with all its 
four brakes and the other crashed 
into it.

“A policeman came up and asked 
the driver of the little machine for his 
name and address.

“ ‘Paddy Murphy is my name,’ was 
the reply.

“ ‘Begorra, is it now?’ said the con
stable. ‘Hould on a minute while I 
take the other fellow’s name for back
ing into ye.’ ”
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