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THE FIRST

You are always wel
come at this bank re
gardless of whether or 
not you are a depositor.

Although Nebraska cannot boast of its diamond 
crop, it has produced two important diamond jubi
lees . . . the celebration of Omaha’s seventy-fifth 
anniversary this week and the similar celebration 
held for the state two years ago.

The diamond is the popular sign of the jubilee which 
comes in the seventy-fifth year.

But the diamond is also the sign of plenty — and as 
such it is even more typical of Nebraska.

Nebraska products have been bringing annually 
more than half a billion dollars into the state in 
return for the state’s agricultural, live stock, poul
try, horticulture and other food products. And, of 
course, many more millions come from manufac
tured products such as butter, meat, flour and other 
food products.

Nebraska may not have a diamond crop, but it does 
have a steady income from its food products, more 
precious than diamonds.

First National Bank of Omaha
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The Teller Tells the World
By C. W. FTSHBAUGH

FOR SIMPLE, sound reasoning the old slave 
in Atlanta quoted by the Associated Press 
certainly has it all over a lot of high paid 

officials. He says:
“Us sho’ wish de white folks would stop dis 

talk about hard times, ’caws dere’s coons in de 
swamps, ’possums on de ridges, ’taters in the 
ground, and I ’se got a mess o ’ side meat and a 
jug of so’ghum ’lasses fo ’ Chris’mus.”

3 3 3
ONE FELLOW  calls last year, nineteen 

dirty-one. I think that describes it very well. But 
1 do hope that this year isn’t “nineteen dirty- 
too.”

3 3 3
W HEN OLD DAME RUMOR starts a bank 

run we read in the paper that Idle rumor started 
the run. It seems to me that there “ ain’t” no 
such word as “ idle rumor.” I ’ve never yet seen 
the rumor that stayed idle. Perhaps it would be 
better to call it “ idol rumor.”

3 3 3
ONLY TW O OTHER states besides Iowa 

have radio stations for the use in apprehending 
bank robbers. Michigan and Massachusetts are 
the others. The unique plan of the Iowa station 
is that it is now a state law that each county 
purchase a receiver for the sheriff’s office and 
car and that each city purchase one for the local 
police. This gives a complete network all over 
the state. The Bankers’ Association officials and 
the members of the legislature are to be compli
mented on the work they did together on this 
project.

3 3 3
SOMEONE has said that there are three 

kinds of liars —  plain, statistical and damned. In 
these times bankers find a slow decreasing of the 
first two, but an overwhelming increase in the 
latter.

3 3 3
THE HOLDUP INSURANCE in Nebraska 

has doubled. In towns of less than 5,000, insur
ance that formerly cost $5 a thousand now costs

$10. But bankers all feel alike—even if it triples 
it’s the cheapest investment they can make.

3  3  3

M ANY STATES are now requiring that 
every person operating a car have a driver’s 
license — a good idea. Now for a better idea — 
every person having a checking account have a 
checking license. Every time they write an 
“ Insf.” check they get a black mark. When they 
get five marks take their checking license away 
from them.

After reading that I can’t figure out whether 
that’s a good plan or not. So better not get all in 
a panic about it.

3 3 3
I CAN REMEMBER way back when the 

only person who watered stock was the farmer. 
Now it has become a common practice from 
Main Street to Wall Street.

3  3  3
MOST BANKERS think that those advocat

ing a dual money system of gold and silver are 
advocating an entirely new idea. But by one of 
the first acts of congress the double standard 
was adopted at 15-1. Later in 1834 it was 
changed to 16-1. Silver was demonetized in 1873. 
Since then we have only the gold standard, 
which I truly believe is the best.

3 3 3
OSCAR’S ACCOUNT is mostly O. D. The 

other day one of his checks got in the remit
tances. Clarence brought it back and said: “ Say, 
this check doesn’t belong in the rems.” Oscar 
looked at it, and seen it was one of his checks, 
then said: “ Let it go — we’ll get returns that 
way just as quickly.”

3 3 3
THE WORD “ bank” originally meant a 

tradesman’s stall. In other words: “ The First 
Tradesman’s Stall of Hoopville.” How’s that for 
a classy title?

If we wanted to pun, we could say that we 
still have plenty of tradesmen that stall.
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The Duties of a Bank
By F. G. A WALT

Deputy Comptroller of the Currency

THE E X P E R IE N C E  of the 
comptroller’s office has shown 
conclusively that many bank di

rectors have little or no conception of 
their duties and responsibilities and 
that some directors ignore their duties 
even when called to their attention. It 
is for this reason that the comptroller’s 
office feels that the subject under dis
cussion is of great importance and 
that the active officers of banks should 
make available to their directors such 
information as will enable them to bet
ter understand their duties and re
sponsibilities. Such a course will not 
only make for better banks but is one 
to which the directors are entitled.

The Economic Policy Commission 
of the American Bankers Association 
in a report recognizes the importance 
of the subject, and much has been 
written in regard thereto but the lack 
of knowledge of their responsibilities 
still remains the cause of many bank 
failures. I believe that the American 
Bankers Association could do no bet
ter thing to promote sound bank man
agement than to carry out a plan of 
education of bank directors in their 
duties and responsibilities.

Nature of Trustees 
Why do we place such emphasis on 

the duties and responsibilities of bank 
directors as compared with other cor
porations? Directors of private cor
porations, as a rule, have as their prin
cipal object the interest and protection 
of what may be termed their partners 
in business, stockholders, and also the 
bondholders. The directors of the 
banks, quasi public corporations, have 
their first duty to the depositors of 
these institutions and this duty comes 
above their duty to the stockholders. 
They are in the nature of trustees.

When the depositor places his 
money in the bank he in effect says : 
“ In consideration of receiving my 
money and any interest paid, you can 
have its use but only on the condition 
that its use conforms to the safe
guards provided by law.” Such safe
guards are not merely the mechanical 
safeguards surrounding the proper 
custody of funds but cover all the 
many phases of banking, provided by 
statutory enactment or court decision. 
On whom does the responsibility of 
this contract fall ? — the directors.

In most banking laws, and particu

The final and inescapable re
sponsibility of and for each bank 
rests upon its board of directors. 
In most cases where banks have 
come through the rigors of the 
depression each has had the bene
fit of the combined wisdom of a 
strong board.

The experience of the past 
shows that the weakness of the 
individual are overcome by the 
strength of the group; that im
pulses may be checked by the 
steady scrutiny of several; that 
invaluable information may be 
brought into use and a detached 
viewpoint be brought to bear 
upon the problems of banking 
through the united co-operative 
action of a board of directors.

Many directors do not really 
comprehend the significance nor 
the importance of their positions. 
Management tends to drift and 
become centralized in the hands 
of either officers only or a close 
group of directors, so that action 
by the board as a whole becomes 
more and more perfunctory.

larly the national law, the whole struc
ture is built around the directors. It 
is upon the directors that the national 
bank law places the management of 
national banks in specific language, 
when it provides :

“ The affairs of each association 
shall be managed by not less than 
five directors . . .”
It is the director who is held respon

sible for any violation of the National 
Bank Act when it provides ;

“ Every director . . . shall be 
held liable in his personal and in
dividual capacity for all damages 
which the association, its share
holders, or any other person shall 
have sustained in consequence of 
such violation.”
It is the director of the member 

bank who is held responsible for vio
lations of the Federal Reserve Act by 
the provisions of that Act.

The director is required by the Na
tional Bank Act when elected or ap
pointed to take an oath that he will, 
so far as the duty devolves on him, 
diligently and honestly administer the 
affairs of such association and will 
not knowingly violate, or willingly per
mit to be violated any of the provi
sions of the Act.

Director
I might say in this connection that 

there has been a recent decision, com
paratively recent, by the Circuit Court 
of Appeals of the Tenth Circuit, Uni
ted States Court, holding that a direc
tor’s oath is a contract.

Not Figureheads
Obviously the law did not contem

plate that a director should be a fig
urehead ; that he should attend meet
ings merely to get his director’s fee 
and in this connection I was told re
cently by a president of a bank that it 
was necessary to increase the direc
tors’ fee in order to get some of the 
directors of that particular bank to at
tend meetings —  a procedure that cer
tainly should be unnecessary.

Since the duties and liabilities of 
directors are interwoven, the defini
tion of their duties has in some meas
ure been given in suits to enforce lia
bility, and while the courts have used 
different language in defining the gen
eral duties of directors, a clear idea 
of their scope may be gained from the 
following excerpts of decisions:

“ The duty of the board of directors 
is not discharged by merely selecting 
officers of good reputation for ability 
and integrity, and then leaving the af
fairs of the bank in their hands with
out any other supervision or examina
tion than mere inquiry of such officers, 
and relying upon their statement until 
some cause for suspicion attracts their 
attention. The board is bound to main
tain a supervision of the bank’s affairs, 
to have a general knowledge of the 
character of the business and the man
ner in which it is conducted, and to 
know at least on what security its 
large lines of credit are given.

“ Directors of a national bank must 
exercise ordinary care and prudence 
in the administration of the affairs of 
a bank, and this includes something 
more than officiating as figureheads. 
They are entitled under the law to 
commit the banking business, as de
fined, to their duly authorized officers; 
but this does not absolve them from 
the duty of reasonable supervision, 
nor ought they to be permitted to be 
shielded from liability because of want 
of knowledge of wrong-doing, if that 
ignorance is the result of gross inat
tention.

“ It is the duty of directors of a na
tional bank to exercise reasonable con-

(Continued on Page 12)

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



Central Western Banker, March, 1932 5

Country Bank
T HE SUBJECT assigned to me, 

“ Farm Production Credit,” has 
probably been cussed and dis

cussed as much during the last few 
years as any other subject.

Someone has said that “To be a 
successful banker, one must be com
posed of one-fifth accountant, two- 
thirds lawyer, three-fifths political 
economist, four-fifths gentleman and 
scholar, and ten-fifths double size.” 
Anything short of these requirements 
would qualify him as pawnbroker or 
salesman.

When it comes to farm production 
credit I would rather loan to farmers 
than to any other class of borrowers. 
This, I believe, is partly due to the 
fact that I was born and reared on 
the farm and secondly, the farmer as 
a class of borrowers is more honest 
and more dependable than any other 
class.of borrowers. The hardest job I 
know is to turn down a fellow who 
asks for credit and make him feel 
that I have done him a favor.

These abnormal conditions have put 
most of my ideas on the above sub
ject rather out of gear. Ten years ago 
I had some rather well-defined ideas 
as to the relationship existing — or 
which should have existed — between 
the local banker and the agricultural 
producer in his community. I still 
have the same ideas but an attempt to 
apply them, in view of the actual con
ditions existing in so many parts of 
our state, and due to lack of feed and 
extremely low market conditions

By H. KOPPERUD
Vice President, Community State Bank 

Lake Preston, South Dakota

makes the credit problem a difficult 
one to handle at this time.

“Debt Paying Pozver”
Without doubt, the most important 

point for the bank to consider in ad
vancing credit is the close relationship 
that should prevail between the 
amount loaned to the individual 
farmer and his earning power, which 
of course is his debt paying power. If 
Mr. Farmer does not have the earn
ing power he is not entitled to borrow 
other people’s money from the local 
bank.

The essence of banking is in the 
depositors’ faith in the banker and 
the banker’s faith in his borrower. A 
depositor relies on the banker’s ability 
to lend his money wisely, and this re
quires on the part of the banker that 
he has experience and good judgment, 
and a wisdom which is so rare as to 
be called common sense. You hear of 
losses due to misappropriation of 
funds, but I believe there has been 
greater losses due to misapplication 
of credit.

Farm production credit from a 
local banker’s standpoint must be 
made on a “ statement of the farmers’ 
ability to pay,” as any other business 
man. The productivity of his farm 
over a term of years, whether or not

he is involved with numerous other 
creditors, and trying to make money 
more by speculation rather than by 
strictly livestock and grain production 
— these are the questions to carefully 
analyze. Many people appear to think 
that it is their right to be their own 
judge of their own credit as a bor
rower from a bank. Credit is de
termined by strictly individual con
siderations and upon a principle of 
the sharpest kind of differentiation. 
Too many people think they have a 
right to borrow other people’s money 
when and as they please, because the 
money is deposited in a bank.

Credit always seeks those channels 
which seem to offer most for its serv
ices, and will continue to do so, de
spite all attempts of law to make it go 
elsewhere.

Farm production credit is obtained 
from the following sources:
1. Local bank
2. Finance companies
3. Federal land banks and insurance 

companies
4. U. S. government feed and seed 

loans
Our government loaned this last 

fall in South Dakota about $180,000 
for feed only. For your information 
federal feed loans have been re
opened for 30 days.

Although banks are organized and 
operated for profit, their first obliga
tion is to their depositors. Many peo
ple think a bank is under obligation 
to promote the progress and prosper-
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ity of his community, but if this has 
to be done and the bank assumes any 
risk the loan should not be made. The 
bank has to be operated from the 
standpoint and the benefit of the de
positor rather than for the benefit of 
the borrower.

We are badly in need of stabilized 
money values in order to make farm 
production credit safe.

I do not believe in encouraging 
farmers to obtain credit from local 
banks except for temporary purposes 
where they know definitely and pos
itively that they can pay it back in a 
reasonably short time. Long-time 
credit to farmers is more or less dan
gerous on account of great liklihood 
o f fluctuation in prices.

Law of Averages
The bank is the only business which 

borrows money on demand and lends 
it out on time. Therefore, it depends 
upon the law of averages and the 
orderly conduct of business in a com
munity. Whenever the community 
reaches a point where it is not willing 
to go fifty-fifty with the bank it is 
"tough sledding” for the community.

Undoubtedly manv of you read the 
last comparative abstract from the 
banking department and have noticed 
that although deposits in banks are

down, the average reserve is up $y2 
per cent. This means that banks have 
increased their liauidity but are not 
lending because of crop failures and 
present extremely low market prices 
for livestock.

Credit should not be advanced with
out knowing the following facts: 
First— When will the loan he paid? 
Secondly— How? From the proceeds

of what will the loan be paid?
It is not enough to guess that it 

may be paid or that the borrower has 
ample resources with which to pay it, 
but the time of payment should be 
fixed and the resources from which it 
is to be paid should be defined.

The price of farm products has 
gone down 50 per cent in the last two 
years, or to be exact it has gone from 
index ratio of 135 January 1, 1930 
to 66 January 1, 1932. Let the farmer 
get a better price for what he has to 
sell and new credit will be advanced 
and the farmer will then he able to 
help himself out of the present diffi
culties.

Three major phases of farm credit 
are:
1. Short term credit

a. Credit for harvesting expense
b. Livestock feeding loans
c. Borrowers with clear land

Lessons of the
WE MIGHT review those more 

recent events of the last ten 
years leading up to the fall of 

1929. We would find many of the 
actual physical factors common to 
each period of inflation, and I venture 
to say that many of the underlying 
causes would be found to be identical.

1 know that, today, when men’s 
minds are freighted with a thousand 
immediate worries, it may appear out 
of place to condemn complacently and 
unqualifiedly those unsound personal 
financial habits into which so many 
millions of men and women fell in the 
last period of inflation. But it is use
less to whitewash the facts. Further
more, it is imperative that we master 
thoroughly the lesson of the past de
cade if we are not to repeat the pres
ent economic disaster.

We simply proceeded to violate 
sound principles of personal and bus
iness finance with complete indiffer
ence to the consequences. Old-fash
ioned thrift and the steady accumula
tion of a competence through saving 
were badly discounted virtues. Ready 
cash in a savings account was out of 
date and the return was far too low.

By CRAIG B. HAZLEWOOD
Vice President, First National Bank, 

Chicago

Only a piker would go along at a 
mere three per cent. It takes money at 
three per cent over twenty years to 
double and a school boy, so it was 
thought, could easily make eight or 
ten or fifteen per cent in other ways. 
So we began to draw down our re
serves and to mortgage our personal 
incomes. The first thing we knew, a 
very large percentage of the buying 
power, both active and prospective, 
was frozen, or tied up in badly de
preciated and unpaid for assets. And 
then, like a man out of breath, there 
was nothing to do but stop and regain 
a reserve.

Lessons of the Past
In the midst of an inflation we are 

so surrounded by the evidences of 
mounting prosperity that we tend to 
lose our perspective. Facts are con
fused with desire; emotions rule the 
intellect. The lessons of past depres
sions are as far from our minds as

2. Medium term credit
a. Dairy cattle
b. Horses and machinery
(Above are capital loans.)

3. Long-term credit or farm mort
gage loans arising from:
a. Purchase of land
b. Building operations
c. Refunding of other debts
Feeder loans are by far the most

satisfactory loans for banks for the 
reason they are self - liquidating. 
Feeder loans run from 2 to 9 months 
and if the farmer has plenty of feed, 
water, shelter and is a good caretaker, 
credit can always be found and this 
has always been found to be desirable 
and liquid loans.

A farmer is in a way a merchant — 
unless he has something to sell, he 
should not be granted a loan. He is 
not going to sell his farm or machin
ery. If he has grain to sell — cattle, 
hogs or sheep — he should be and is 
entitled to credit. If the farmer has 
a very heavy debt on his farm he has 
too much of a drag in the way of in
terest and taxes to make a good bor
rower who can reply when due.

Production loans for the mainten
ance of breeding herds are capital 
loans and financing to a stockgrower

(Continued on Page 18)

Past
the horse and buggy days. And then, 
to confirm the erroneous viewpoint of 
the masses, we hear such expressions 
as these by the recognized leaders of 
business. May I quote some of the 
January, 1929, statements:
—An eminent cabinet member said: 

“ I look forward with confidence to 
continued progress in the year 
ahead.”

-—The president of a great manufac
turing company: "There is nothing 
to indicate a lessening of our indus
trial and commerical growth.”

— The president of an eastern bank: 
“ I see no reason for a decline in 
business activity during 1929.”

—The head of a well-known invest
ment house: “ Is it not fair to as
sume that the coming five years will 
bring to the United States a degree 
of increased prosperity proportion
ately as great, amazing as it has 
been, as that which took place from 
1923 to 1928?”

— The principal official of a national 
merchandising organization: “All
of our plans for 1929 are laid for 
an expansion program equal to or 
greater than that of 1928.”
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Omaha
O m a h a  f r o m  13th  a n d  F a rn n m  S tr e e ts  in  t h e  E arly D ays

When the UNITED STATES NATIONAL was

10 Y E A R S  OLD
W e  have come far from the 
days when Omaha looked as it 
does in the above photograph. 
Yet the bank which is now 

known as the United States National was 
even then ten years old. Founded in 1856 
as Barrows, Millard and Company, this 
bank has grown with Omaha. In each 
progressive step, it has taken an important 
part—working and building with farsighted 
men and women—meeting each crisis in 
the early development of this territory,

expanding its facilities to meet the ever 
growing needs of the community.

Today finds Omaha a great metropolis 
and the United States National a great 
financial institution,— the oldest bank in 
the state of Nebraska, inseparably linked 
with the history of this great state.

Today, the United States National offers 
its facilities as it did to a struggling settle

ment seventy-five years ago, for the further 
growth and development of Omaha.

United States National
O M A H A ,  N E B R A S K A
Affiliated with Northwest Bancorporation

Bank

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



8 Central W estent Banker, March, 1932

And even in January, 1930, after 
the structure had commenced to top
ple over, the prophets said, to quote: 
— One of America’s leading merch

ants : “The attainment of a far 
higher plane of general prosperity 
is indicated.”

— The president of a large bank: “ No 
major recession in business is prob
able, as conditions usually accom
panying a stock market panic are 
not present.”

— A famous economist: “ The contin
uity of consumer purchasing power 
will prevent business stoppage and 
consequent danger of depression.” 

— The president of a transporation

company: “ There will not be
throughout the country as a whole 
the kind of trade recession that so 
frequently follows a financial col
lapse like that of 1929.”
So much for the optimists. I have 

taken these statements from the 
morgue of forgotten things, not in 
criticism so much as in good humor, 
and primarily to illustrate the neces
sity for all of us to attain a more far- 
reaching perspective. I shall not em
barrass America’s 1931 pessimists by 
quoting also from their statements. 
To the positive optimists of 1929 and 
the gloomy prophet of 1931, I com
mend an earnest study of the history

of American business, particularly its 
periods of inflation and depression.

An Accurate View
George Roberts, vice-president of 

the National City Bank of New York, 
described business depressions very 
accurately when he said: “A  review 
of the crises of 1893, 1873, 1857, 
1837, and earlier ones in this and 
other countries shows that all have 
marked the culmination of periods in 
which an exuberant spirit of optimism 
had led to excessive spending and 
debt-making in anticipation of con
tinuing and increasing prosperity. In 
boom times the imaginations of men 
can easily outrun any possible de
velopment, and this is what had hap
pened in each instance. Every such 
period affords an exhibition of crowd 
psychology.

“ The worst result of every such pe
riod is not that numerous individuals 
lose paper fortunes or previous ac
cumulations of actual wealth, but that 
the industrial and business organiza
tion is thrown out of what may be 
called its normal stride, first by an ab
normal stimulus and then by a dis
astrous reaction.

“ The theorizing which follows 
every crisis is of a uniform kind. For 
the most part it amounts to some such 
generality as that ‘there must be 
something wrong with the social and 
industrial system,’ with an inference 
or proposal that a new control of 
some kind —-by a new set of some
bodies — should be established. Most 
of this talk does not actually contem
plate political control, but that is the 
logical outcome of it.”

No impartial student of history can 
make even the most casual study of 
the development of this country with
out coming to the conclusion that 
those political theories and practices, 
arising frequently in depression, and 
under which a government assumes 
the role of a guardian or policeman to 
industry, agriculture and commerce, 
not only retard progress, but fre
quently bring certain disaster. Beset 
on every side by economic difficulties, 
we are prone to listen to catch phrases 
and half-thought-out legislative solu
tions for our problems.

May I suggest, in conclusion, that 
we study carefully the economic de
velopment of this country in the past. 
For out of such a study would grow 
better judgment and a better under
standing of our economic order. It 
would help to restrain men’s economic 
excesses in times of prosperity; it 
would give them a more constructive 
viewpoint in periods of depression; 
and, lastly, it would demonstrate con
clusively the folly of unwise legisla
tive tinkering with our economic ma
chinery.

CORPORATE
TR U ST SHARES
A C C U M U L A T I V E  S E R I E S

Public Favor
Tens of thousands of investors 
throughout this and foreign coun
tries have selectedCorporateT rust 
Shares, not only because they are 
a means of participating conve
niently in the earnings and growth 
of 30 leading American industries 
but—equally important— because 
they afford the special assurance 
which can come only from estab
lished, experienced Sponsorship.

SMITH, BURRIS & CO.
Central Syndicate Managers 

120 South La Salle Street, Chicago

Detroit New Orleans Omaha

*Also available in distributive type known as Series A A .

Holders o f O L D  S E R IE S  Corporate Trust Shares
may, if they desire, exchange for either of the new 
series—on a preferential basis. Get details from any 

authorized distributor.

The Portfolio of the 
new Accumulative 
Series is comprised 
of stocks of these

30
C O M P A N I E S

in equal share 
amounts

INDUSTRIALS
Allied Chemical 
Am erican Can 
Am . Radiator & S. S. 
American Smelting 
American T ob acco  
Borden 
du Pont
Eastman Kodak 
General Electric 
International Harvester 
National Biscuit 
Otis Elevator 
Procter & G am ble 
Union Carbide 
United States Steel 
W estinghouse 
W ool worth

UTILITIES
Am er. T el. & T el. 
Colum bia Gas & Elect. 
C onsolidated G a so ! N .Y . 
Electric Bond and Share 
N orth Am erican 
United G as Im provem ent

RAILS
A tchison  T op . & Santa Fe 
N ew  Y ork Central 
Pennsylvania Railroad 
U nion Pacific

OILS
Standard O il (Indiana) 
Standard O il (N ew  Jersey) 
Texas C orporation
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The Future of Utility Bonds
T HE GROW TH of the electric 

power and light business in the 
United States during the last 

25 years has been one of the outstand
ing economic phenomena. In 1907 the 
value of plant and equipment in cen
tral stations was estimated at about 
$1,000,000,000. By 1927 it had grown 
to more than $9,000,000,000. Since 
then it has increased by almost $1,- 
000,000,000 a year, to about $14,000,- 
000,000. The investment in public 
utilities begins to approximate that in 
the railroads.

The business requires the invest
ment of large sums in plant and 
equipment. Bonds secured by mort
gages on this plant and equipment 
have available for the payment of 
principal and interest the large earn
ing power of these corporations. They 
merit high investment rating.

Public utility bonds have promise 
of fulfilling the place in our invest
ment structure formerly occupied by 
first class mortgage bonds of our best 
railroads. The industry seems to have 
the characteristics desirable in a safe 
corporate investment, namely, high 
earning power, stability of return, 
progressiveness, and indispensability. 
Should we not face the future with 
confidence in the bonds of these oper
ating companies?

Five Points
The preceding, of course, has no 

reference to holding companies. Con
fining ourselves to operating com
panies, however, there are five aspects 
of the situation which deserve atten
tion :

The first has to do with calculation 
of earnings.

The second has to do with valua
tion of property, that is, the rate basis 
upon which earnings are predicated.

The third has to do with the open 
ended character of trust indentures 
under which most mortgage bonds of 
these companies are issued.

The fourth has to do with control 
of rates through politically appointed 
commissions.

The New York statute, which may 
be taken as typical, governing the in-

By JAY MORRISON
President, Savings Division, 

American Bankers Association

“ We, as bondholders, should 
not buy bonds unless an adequate 
margin is set aside for our pro
tection. If it tends to diminish we 
should sell the bonds before it dis
appears. An unfortunate feature 
of public utility financing is that 
it has come late in our financial 
history. The early mortgages of 
our railroads and public utility 
plants were similar to real estate 
mortgages. Some could be printed 
on a single page. Today the ordi
nary open ended public utility 
trust indenture is a fair sized 

| volume!”

vestment of funds of mutual savings 
banks in public utility bonds, requires 
that interest shall be earned twice 
over. No definition of earnings is 
given other than the requirement that 
expenses shall include charges for 
reasonable depreciation of property. 
Even this requirement is more string
ent than that of Massachusetts which 
does not even require that a deprecia
tion charge shall be set up as an oper
ating expense.

There is argument as to what con
stitutes proper retirement reserves fot 
utility companies. The utility com
panies themselves have different theo
ries. The American Telephone and 
Telegraph Company treats deprecia
tion as an operating charge to be de
ducted from gross revenues. Some 
electric power and light companies 
follow them in that practice. Other 
companies adopt the reservoir theory 
of depreciation accounting, that is, 
depreciation reserves are set aside in 
large amounts in good years after 
payment of ordinary dividends to de
positors. Still other managements ad
here to the “ safe operating condition” 
theory of depreciation. They tell us 
that so long as their plant is in condi
tion to render efficient service, no spe
cial reserves for depreciation need be

set aside. Each of these theories of 
depreciation has the backing of com
mon usage.

As savings bankers I think we may 
assume that depreciation is an oper
ating charge; that it comes ahead of 
interest and dividends. It may be de
ferred but cannot be avoided.

Based on Earnings
Now, on what should this charge 

he based? In my opinion, it should be 
based not on earnings of the company, 
but on the cost of the plant to which 
it applies. We see electric companies 
calculating depreciation reserves at 
say 10 or 12 per cent of gross earn
ings, but suppose the plant doesn’t 
earn, or earns little? Depreciation is 
not a function of earnings; it depends 
upon cost and value. If depreciation 
is to he treated as an operating charge, 
then net earnings must be calculated 
after deduction of an allowance for 
depreciation. Many companies report 
fixed charges earned twice over. Some 
report earnings after depreciation but 
without stating the exact amount of 
depreciation allowed.

When savings banks in the state of 
Washington set up criteria for public 
utility bonds for investment, we had 
to decide what was a reasonable al
lowance for depreciation. We came to 
the conclusion that the minimum rea
sonable annual charge for deprecia
tion, obsolescence, retirement— call it 
what you will—was about two and a 
half per cent of plant value. We set 
up the requirement that public utility 
companies, if they didn’t set aside two 
and a half per cent for depreciation, 
should at least carry the difference to 
surplus account or undivided profits. 
If the reserve is held in the company, 
it is there for protection of bondhold
ers. Once paid to stockholders, the 
creditor has lost that security forever. 
I caution you, therefore, to check 
public utility bond investments against 
the accounting procedure of the com
pany.

A second factor is the method by 
which public utility rates are de
termined. Public utility corporations 
are supposed to receive rates which 
enable them to pay operating expenses
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and earn a fair return. The leading- 
case on this subject is Smyth versus 
Ames. At the time that case came be
fore the courts, we had been faced 
for years with a declining price level. 
The value of money was rising, gen
eral prices were falling. Railroads and 
other public utilities attempted to 
have the courts rule that they were 
entitled to a return on their actual in
vestment. The so-called radicals main
tained that the railroads and utilities 
were entitled to a rate which would 
give them a fair return on the then 
depressed value of their property re
gardless of the investment in it. The 
radicals won.

When Costs Rose
Soon after, the cost of plants went 

up. Contending parties at once

changed sides. Public utility com
panies urged the soundness of deci
sions they formerly had opposed. The 
radicals, with no more regard for con
sistency than their opponents, became 
advocates of the “prudent investment” 
theory. As prices mounted, public 
utility corporations received a return 
on something analagous to unearned 
increment. Through no foresight on 
their part, their properties became 
worth more dollars. They could 
charge higher rates on that account. 
This came at a time when unprece
dented technical improvements were 
being made in operating departments 
so that a real boom in public utility 
profits was experienced. The com
panies,' reinforced by court decisions 
in the cost of reproduction theory of

Th rough the bad years, too

N o  matter what the business 
barometer may have registered, 
the American Telephone and 
Telegraph Company has main

tained its uninterrupted record of 
dividend payments.

T h e  "telephone habit” is now 
country-wide. There is an aver

age of 6 5 ,0 0 0 ,0 0 0  calls daily 
over Bell-owned telephones. T o  
handle this business, a far-sighted 
management has always aimed

to have facilities ready. It has 
directed laboratory research with 
a continuous urge to improve. It 
has planned construction and im

provements on an ample scale.

Y et the Bell System’ s policy 

has been conservative. It believes 
in the best possible service at 
the lowest cost consistent with 
financial safety.”

A ia y  w e send you a copy o f  our 

booklet, Some F inancial F a cts” ?

B E L L  T E L E P H O N E  
S E C U R I T I E S  C O . Inc.

I95 Broadway, New York City

the rate base, now have it firmly es
tablished.

Fate has played another trick. 
Prices have started downward with 
headlong rapidity. The cost of repro
ducing plants today is not more than 
75 per cent of the cost three years 
ago, and the rate of decline is not de
creasing. It may well be that within a 
few years modern and efficient plants 
can be built at less than pre-war cost.

This seems for away from the in
vestor. But let us remember that 
bonds which we now are asked to buy 
were issued against plants and gen
erally were issued for the greater por
tion of the cost of those plants at 
prices far above those now prevailing. 
If plant values are to be cut to cost 
of reproduction new as the courts 
now hold, we may see the margin of 
protection which we now have wiped 
out entirely. Earnings may be so re
duced that even underlying bonds 
will be imperiled.

We, as bondholders, should not buy 
bonds unless an adequate margin is 
set aside for our protection. I f it 
tends to diminish we should sell the 
bonds before it disappears. An un
fortunate feature of public utility fin
ancing is that it has come late in our 
financial history. The early mortgages 
of our railroads and public utility 
plants were similar to real estate 
mortgages. Some could be printed on 
a single page. Today the ordinary 
open ended public utility trust indent
ure is a fair sized volume.

I shall confine myself to one phase 
of these mortgages. Almost uniformly 
they provide for issuance of bonds in 
series. These series are on a parity as 
to security but may vary in coupon 
rates, maturities, and amounts. Some
times issuance of these bonds is lim
ited by conditions imposed in the in
denture such as that bonds shall be 
issued for additions, acquisitions, or 
betterments for not more than 80 per 
cent of actual cost of additions or ac
quisitions. Some especially conserva
tive indentures permit the issuance of 
bonds only up to 75 per cent and there 
are some which limit it to two-thirds 
of the cost. Anyone familiar with the 
method by which new plants are con
structed or purchased through inter
mediary subsidiary companies know 
that cost of plants is increased 
through charges for supervisory serv
ices furnished by subsidiaries of the 
parent holding company.

This intermediary purchasing cor
poration purchases at one price and 
sells at another. The value of the 
plant is written up before it reaches 
the books of the operating company. 
The right of the operating company 
to issue bonds up to 80 per cent of 
costs of acquisition may really give it
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IT IS no longer enough to say of a common stock that it is "good”—a "blue 
chip.” Today the question is how good? What is the proper relationship 
between book and market value? Does a "good” Utility offer a better 

investment opportunity today than a "good” Rail?
Eminent research counsel recently completed a detailed analysis of corporate 

equities from the point of view of conservative investment today. Thirty-four 
high-grade common stocks were selected from all of those listed on the New 
York Stock Exchange. Investment appraisal was made by industries, and then 
by individual companies within those industries—so that the apportionment of 
the investor’s dollar might follow a carefully constructed plan of relative 
attractiveness.

As a group these 34 stocks have been incorporated into a plan which offers 
a complete program for common stock investment today. This is the plan of 
n o r t h  A m e r i c a n  t r u s t  s h a r e s , 1955 (Maximum Cumulation Type) and 
n o r t h  A m e r i c a n  t r u s t  s h a r e s , 1956 (Maximum Distribution Type) which 
give to common stock ownership the safeguards that make for investment 
instead of speculation.

NORTH AM ERICAN TRUST SHARES PROVIDE:

1 Ba lanced Dollar  Diversif ication — Each Trust Share represents an ownership in all of 
the 34 corporations listed at the left—leading companies in 12 outstanding American 

industries.

2 M a in ten anc e  of Investment Q u a l i t y — A Research Department is constantly engaged 
in studies of the conditions affecting the investment standing of the stocks under

lying NORTH AMERICAN TRUST SHARES, 1955 and 1956. If these investigations indicate 
that for good investment reasons, and solely for the purpose of protecting and preserving 
the quality of the investment, all or any part of any stock should be eliminated, such 
elimination may be made.

3 N o  Substitution — The net proceeds from the sale of any stock which may be elimi
nated are returned to the Trust Shareholder. N o discretionary substitution is per

mitted.

4 The Conven ience  and Sa fe ty  of Trust Adm in is trat ion  — One of the world s largest 
trust companies, as Trustee, administers the investment for Trust Shareholders, 

handling all details connected with the receipt and distribution of dividends, the com
pounding of interest monthly on all moneys of the Trust in its possession, etc. The Trus
tee’s continuing fees for the entire life of the Trust are provided for in advance.

5 Marke tab i l i t y  — Trust Shares are bearer certificates which may be converted into cash 
or the underlying stocks at any time through the Trustee.

The day to day offering of North American Trust Shares is based upon the 
market prices of the underlying stocks at that time.

More than 1500 Investment Dealers and Banks are no w 
recommending these shares.

DISTRIBUTORS GROUP. INCORPORATED
Owned by a Nationwide Group of Investment Houses

63 WALL STREET. NEW YORK

CHICAGO • ATLANTA • PITTSBURGH • PHILADELPHIA • LOS ANGELES

D eposited  Stocks in Each Unit o f 100,000

NORTH A M E R IC A N  TRUST 
SH A RES  1955

Maximum Cumulation Type

E. I. duPont de Nemours & Company...............  200
Eastman Kodak Company ...........   100
The Procter & Gamble Company ....... 100
Union Carbide & Carbon Corporation 300
General Electric Company 400
Westinghouse Electric & Mfg. Company 100
United States Steel Corporation 100
The Borden Company 200
Corn Products Refining Company 100
General Foods Corporation 100
National Biscuit Company 200
Standard Brands Incorporated 200
Drug Incorporated 100
Sears. Roebuck & Company 200
F. W. Woolworth Company 200
American Can Company 100
American Rad. & Stand. Sanitary Corp..............300
Otis Elevator Company 200
International Harvester Company....................  100
The American Tobacco Company “ B ” ............. 100
R. J. Reynolds Tobacco Company “ B " ............  200
General Motors Corporation 200
Standard Oil Company (New Jersey) 300
Atchison. Topeka & Santa Fe Ry. Co..............  100
The New York Central Railroad Company 100
The Pennsylvania Railroad Company 100
Union Pacific Railroad Company 100
American Telephone & Telegraph Company 100
Columbia Gas & Electric Corporation 400
Consolidated Gas Company of New York 200
The North American Company 200
Pacific Gas & Electric Company 200
Public Service Corporation of New Jersey.......... 100
The United Gas Improvement Company 300

As of October 17, 1931, the date of execution of the 
Trust Agreement, a stock unit consisted of the shares 
listed above. • The deposited stocks in each unit of 
4,000 NORTH AMERICAN t r u s t  s h a r e s , 1956 (Maxi
mum Distribution Type) consisted on October 17, 
1931, of l/25th  of the number of shares of the 
common stocks listed above.

A BOOKLET FOR BANKERS
How this portfolio was selected, why 25% Of 
the investor’s dollar goes into Utilities, 15% 
into Chemicals, etc., etc., how this selection of 
stocks compares with the whole fabric of Amer
ican business, and other facts which will inter
est bankers and trust officers, are contained in a 
booklet, "Building a Portfolio,”  which will 
be sent free of charge on request to any banker. 
Simply write Distributors Group, Inc., 63 W all 
Street, New York, Dept. G.

Holders of N ORTH  AMERICAN TRUST SHARES
(Original Issue) who have not been informed con
cerning an offer, which authorized dealers are mak
ing, to exchange their shares on a preferential basis 
for shares o f two new trusts, N ORTH  AMERICAN 
TRUST SHARES, 1955 and 1956, may obtain com 
plete information from any authorized dealer.
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the right to issue bonds for 120 per 
cent of the value of the acquired 
property. Some trust indentures pre
vent the issuance of bonds unless in
terest shall have been earned by a 
margin of 100 per cent or more. 
Whether or not this limitation is of 
value depends on the way earnings 
are calculated upon the books. We 
have seen that depreciation charges 
admit of considerable elasticity in de
termination. There is no more reason 
to suppose that the open ended mort
gage will prove satisfactory to invest
ors in public utility bonds than it has 
to investors in railroad bonds. So-

called restrictions are not safeguards 
at all.

Closed Mortgages Favored 
I caution you, therefore, to confine 

your investments in public utility 
bonds to closed mortgages.

There is one other menace to the 
public utility bondholder. Public util
ity companies heretofore have been 
treated as state corporations. Power
ful influences are at work to have the 
interstate transmission of power made 
a matter of Federal concern. If that 
is done, we may expect an interstate 
power commission analagous to the 
Interstate Commerce Commission.

There is no reason to suppose that 
Federal regulation of public utility 
companies will be less disastrous to 
holders of securities of those com
panies than has been the regulation of 
railroads by the Interstate Commerce 
Commission to holders of railroad 
securities.

At present, public utility bonds 
stand at the top of the list of cor
porate bonds as regards investment 
quality. Whether or not they will re
tain that pre - eminence depends, 
among other things, upon :

Whether corporations set aside ad
equate reserves for retirement of their 
physical property as it becomes worn 
out or obsolete ;

Whether or not the decline in gen
eral prices has the effect of depressing 
the rate basis upon which earnings 
are predicated;

Whether or not the companies 
abuse the privileges which they have 
through the issuance of bonds under 
open ended trust indentures, and 
whether their operations come under 
politically appointed commissions.

New Agency
The Administrative and Research 

Corporation and Ross Reason and 
Company, Inc., of New York; Smith 
Burris and Company of Chicago, 
Omaha, New Orleans and Detroit; 
and Ross Reason and Company of 
Salt Lake City and Los Angeles, 
sponsors and syndicate managers of 
Corporate Trust Shares, have ap
pointed Edwin Bird Wilson, Inc., 
New York, as their advertising 
agency.

The campaign will be carried on 
through a nationwide list of news
papers, banking and financial journals 
and general magazines.

O U R  O F F E R I N G  L I S T

W I L L  BE  M A I L E D  R E G U L A R L Y  U P O N  R E Q U E S T

G M A  C N otes
are a standard medium for short term in

vestment. Based on  highly liquid assets, they 

provide a sound instrum ent for the tem po

rary em ploym ent o f surplus funds. G M A C  

obligations are in country-wide demand 

for the security portfolios o f  individuals,

in s t itu t io n s  and  th o u s a n d s  o f  banks.

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 - B r o a d w a y  at 5 7 t h  S t r e e t  - Flew Tor\ City

C A P IT A L  A N D  SU R P LU S - S E V E N T Y  M IL L IO N  D O L L A R S

THE DUTIES OF A BANK 
DIRECTOR

(Continued from Page 4)
trol and supervision over its affairs, 
and to use ordinary care and diligence 
in ascertaining the conditions of its 
business, which is such care as an or
dinary prudent and diligent man 
would exercise in view of all the cir
cumstances.

“ A board of directors of a banking 
corporation is elected primarily for 
the management of the corporate af
fairs; and when the board delegates its 
authority to the executive officers and 
through their carelessness and mis
management disaster and loss to the 
stockholders and creditors ensue, the 
individual members of the board can
not escape liability by showing that 
they did not know of the unfortunate 
transactions and were ignorant of the 
business of the corporation.”
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Liability of Directors
There are two main divisions of di

rectors’ liability — statutory and com
mon law. Under the statutory may be 
listed such liabilities as loans in excess 
of the limit as fixed by law; injury 
or damage to persons relying on false 
reports of condition of a bank; divi
dends paid out of other than net prof
its, after deducting therefrom all 
losses and bad debts; payment of divi
dends or making of loans when re
serves with the Federal reserve bank 
are deficient; unlawful, prohibited, or 
ultra vires transactions and operations.

Under common law liability may be 
listed the making of loans when the 
security taken is insufficient, certify
ing or permitting to be certified checks 
on insufficient or overdrawn accounts; 
failure to appoint a discount and loan 
committee, or an examining commit
tee of the directors when required by 
the by-laws and/or the volume of the 
bank’s business, or a failure to see 
that such committees function if ap
pointed ; failure to audit or examine 
the affairs and condition of the bank 
periodically, or to cause same to be 
audited or examined; failure to use

reasonable efforts to collect slow or 
doubtful assets. The directors may 
also be liable for allowing over-drafts; 
for damages resulting from a failure 
to charge off assets at the direction of 
the examiner, or representing such as
sets to be good after such notice; for 
losses resulting from failure to require 
proper bond from officers and em
ployees of the bank.

The directors can not discharge the 
duties incident to their office by hold
ing meetings at rare intervals and lim
iting the business of such meeting to 
such perfunctory matters as electing 
officers; and for failure to attend 
meetings, even though residing at a 
distance, the directors may be held lia
ble, and they can not shield themselves 
from liability by pleading ignorance 
of transactions in which they did not 
participate, when their ignorance is a 
result of their negligent attention.

The defense offered of not attend
ing meetings is a common one. One 
example of this character is very viv
idly impressed on my mind — that of 
a distinguished United States Sena
tor and the director of a failed na
tional bank, now dead, whom I ad
mired and liked. When told by the 
comptroller that he was to be sued on

account of director’s liability, he was 
astounded and took the position that 
since he was attending to his duties 
in Washington he could not attend 
meetings of the directors, that he had 
had implicit confidence in those who 
were running the bank and it was not 
his fault. He was sincere in his con
tention but by his own admissions 
made out a case against himself. We 
ventured the opinion that unquestion
ably many people had deposited in the 
bank because he was on the board and 
the had confidence in him, and he had 
violated that confidence by paying no 
attention to the business. He left the 
office with the remark that he would 
not pay a cent. He never did, for he 
died after the suit was filed, but his 
estate paid.

It is the duty of the comptroller's 
office, when a national bank has failed 
and there is sufficient cause, to collect 
for the depositors on the directors’ lia
bility. Often failure of the bank means 
the financial failure of the directors 
and there is nothing to collect but it 
may be noted in the last three years 
we have recovered for the depositors 
of failed banks from this source over 
two million four hundred thousand 
dollars.

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 e o n a r d  H ic k s , Managing Director
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N S U R A N C E
its Application to the 'Ranking

Investment Trends In Life
T HE LEGAL reserve life insur

ance companies of the United 
States have total assets exceed

ing $20,200,000,000 in value, repre
senting the equities of more than 68,- 
000,000 policyholders — in excess of 
one - half of our population. This 
amounts to an average of only $297 
for each policyholder, thus indicating 
the widespread participation of the 
American people in the institution of 
life insurance. We are more heavily 
insured than any other nation on 
earth, having $109,000,000,000 in 
force, which is estimated to be 70 per 
cent of the world’s total.

Back of this $109,000,000,000 in 
force is a self-reliance reserve of in
vested assets set up against the one 
great hazard of life which no man can 
avoid. This reserve shows the self- 
reliance of our people, who thus re
lieve the state or charitable organiza
tions of the necessity of supporting 
these policyholders and their depend
ents. This fund has grown from $461,- 
000,000 in 1881 to $2,900,000,000 in 
1906 and to $20,200,000,000 in 1931.

At the present time when everybody 
is scrutinizing and analyzing invest
ments it is interesting to note the

Insurance
By WILLIAM A. LAW

President, Penn Mutual Life Ins. Co.
methods followed in caring for this 
colossal trust fund, and the safeguards 
which are thrown around it by char
ter provisions, by the legislative re
strictions of the various states, by the 
ruling of the insurance commissioners, 
and by the conservative traditions of 
company management. This is a fund 
dedicated to such sacred purposes that 
it must be invested in accordance with 
every principle of caution and safety.

To illustrate the sub-division of life 
insurance investments, assume that the 
entire fund is divided into 20 equal 
parts :
Approximately—
6 parts have been loaned on first mort

gages upon homes, office buildings 
located in the best sections of out
growing cities.

2 parts have been loaned to the Uni- 
ted States Government, counties, 
cities, and to similar Canadian jur
isdictions by purchasing their bonds. 

2 parts have been loaned to farmers

in the most successful agricultural 
■ districts, through mortgages upon 

their productive farms.
3 parts have been loaned to our best 

managed railroad systems, through 
mortgages upon their property or 
rolling stock.

2 parts have been loaned to what we 
now call “ public utilities,” that is 
gas, electric light and power com
panies, and telephone companies, 
through m ortgages upon their 
plants.

Somewhat less than 
1 part has been loaned upon other 

miscellaneous bonds secured by 
mortgages upon industrial plants of 
established earning capacity.

3 parts have been loaned to old policy
holders upon pledge of their policies 
to supply them with cash, or to se
cure premiums due.

Somewhat more than 
1 part has been retained in the form 

of cash, home office buildings, other 
real estate in the conduct of busi
ness, and other assets not already 
included.
Therefore, as Calvin Coolidge has 

well said “ The Stability of life insur
ance rests upon America.”

D is tr ib u t io n  o i  L if e  In s u r a n c e In v e stm e n ts
By Classes (52 Leading Companies)

1906 1921 1930 1931

Railroad Bonds and Stocks . . . . . .  34 .8 % 22 .9 %  17.0 % 16.2 %
Public Utilities Bonds and Stocks . . . .  4.7 3.0 9.7 10.0
Other Bonds and Stocks . . . . . . .  3.7 1.4 3.1 3.3
Farm M o r t g a g e s ........................... . . . .  9.3 17.7 10.9 10.0
Other M o r t g a g e s ........................... . . . .  19.2 16.7 29.6 28.4
Real E s t a t e ...................................... . . . .  5.4 2.0 2.4 2.8
Total Government Bonds . . . . . . .  6.8 18.9 7.7 8.6
Policy Loans and Premium Notes . . . .  8.9 13.0 14.6 15.9
Other A s s e t s ................................ . . . .  7.2 4.4 5.0 4.8

T he changtnCx trends in insurance investments brought about by the development of auto-
mobile transportation, the increase in urban population, the expansion of the electric light
and power industry, are indicated by the above condensed table.
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Four outstanding principles of se
lection have been woven into the en
tire fabric of life insurance invest
ments of United States companies:
1. To buy fixed return obligations, 
secured by first liens; 2. To confine 
foreign investments almost wholly to 
certain holdings of premier Canadian 
securities; 3. To select investments 
responsive to the needs of the day; 
4. To diversify holdings and thus dis
tribute the risk. This is a fundamen
tally wise program.

A comprehensive analysis of invest
ment practices of 52 leading life in
surance companies holding from 91 
per cent to 98 per cent of the assets 
of the United States legal reserve 
companies during the past twenty-five 
years shows that during this perio l̂, 
which included the greatest war in his
tory, epidemics and extreme swings 
in business cycles, life insurance as
sets in relation to national wealth in
creased from 2.3 per cent to 5.6 per 
cent. The total assets of legal reserve 
companies increased 590 per cent. The 
1931 increase exceeds the average an
nual increase for the eight-year period 
of 1923 to 1930 and is only $284,854,- 
000 less than for the record year of 
1928.

Preston New President
Several changes in the officiary of 

the Bankers Reserve Life Company of 
Omaha were made at the February 
meeting of the board of directors. 
Walter G. Preston, former first vice 
president and treasurer, was named 
president; James R. Farney was elect
ed vice president and R. R. Wagner, 
formerly assistant secretary, was 
named secretary.

Mr. Preston, the new president, has 
been associated with the Bankers Re
serve Life for the past twenty-eight 
years. He was educated in the Omaha 
schools, and at Bellevue College, and 
began his business career in a bank. 
He later entered Andover Phillips 
Academy, then went to Yale Univer
sity, having the distinction of gradu
ating from that institution at the age 
of twenty years.

 ̂Following his graduation from 
Yale, Mr. Preston went into the real 
estate and abstract business. A short 
time later he launched into a business 
venture of his own, which took him 
into the Klondike region, in the whole
sale mercantile and shipping business. 
He was there for six years, then re
turned to Omaha in 1903 to become 
connected with the Bankers Reserve 
Life of Omaha.

He was soon made agency mana
ger, and a year later was named vice

president and treasurer. When he 
went with the company in 1903, the 
home office staff consisted of twelve 
employes. Today, more than one hun
dred fifty employes are connected with 
the home office.

Royal Union Life
In its statement as of December 31, 

1931, the Royal Union Life of Des 
Moines shows insurance in force of 
$177,518,007, with net admitted assets 
of $39,527,721. During the year the 
company paid to policyholders and 
beneficiaries the sum of $4,239,970.

Total income for the year was $7,- 
336,541. Total disbursements were 
$6,361,764. The company has approx
imately one hundred thousand policies 
in force at the present time.

The outstanding 1931 historical 
event in the record of the Royal 
Union Life was the merger of the Des 
Moines Life and Annuity Company 
with the Royal Union, bringing with it 
a number of capable executives and 
agents, J. J. Shambaugh, president of 
the Des Moines Life and Annuity 
Company, being elected president of 
the Royal Union Life.

Horoscope . . .
People born in the early part of March to the 20th 
inclusive come under the zodiacal sign Pisces whose 
influence largely tends to caution. Such persons 
are gifted with stick-to-it-iveness, and will meet 
with high success in life if they but can control the 
inclination to go out of their way to look for 
misfortune.
Famous persons born under Pisces are Pope Leo 
XIII, Alexander Graham Bell, Professor Roentgen 
the discoverer of the X-Rays, Andrew Jackson, 
James Madison, Grover Cleveland and William 
Jennings Bryan.
Aries rules over the last days of March and makes 
philosophers of many of his children. Such persons 
possess keen intellects and are great admirers of 

all things beautiful.
Famous men influenced by Aries are 
Van Dyke the painter, Descartes, 
Bach, Proctor the astronomer, John 
Fisk, Haydn and Don Carlos.
The March flower is the Jonquil. The 
lucky stone is the Bloodstone. The 
predominant trait of March persons is 
Courage.
The year 1932, just under way, will be 
a good year if we expect less of it and 
demand more of ourselves. Now, more 
than ever, Courage is the keynote of 
success.

R O Y A L  UNION LIFE
INSURANCE COMPANY

DES MOINES, IOWA
A. C. TUCKER, Chairman of the Board 
J. J. SH AM BAUGH , Pres.
B. M. KIRKE, V. P. and Field Mvr.
W . D. HALLER, SePy
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E . IV. V A N  H O R N E , P r e 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 . B . H U G H E S , S e c r e ta r y , 
N e b r a s k a  R a n k e r s  A s s o c ia t io n

Nebraska
News

Banks Plan Appeal
Nebraska state banks which tried 

to enjoin Governor Bryan and other 
officials from collecting assessments 
under the old bank guaranty law and 
under the present final settlement 
statute, have lost their case in district 
court.

Judge E. B. Chappell denied the in
junction and entered against the 525 
banks a total judgment of $2,918,550 
to cover the assessments.

Robert Devoe, attorney for the 
banks, announced they will appeal to 
the supreme court.

The judgment was granted on a 
cross-petition of Attorney General 
C. A. Sorensen. Recently the judge 
sustained the state’s demurrer to the 
banks’ petition.

This suit, filed a year ago in March, 
attacked the constitutionality of the 
final settlement fund law and the val
idity of assessments made under the 
old law in 1928, 1929 and 1930.

The banks asserted the final settle
ment fund law was enacted for the 
benefit of an exclusive class of private 
individuals, private persons who had 
claims against state banks which 
failed prior to March 18, 1930. They 
asserted it deprived going banks of 
property without due process of law 
and was arbitrary, unreasonable, con
fiscatory and that it served no public 
purpose.

On the other hand, the attorney 
general answered that the Abie State 
Bank case, decided some time ago, 
disposed of the whole matter.

The final settlement fund calls for 
annual assessments for 10 years 
against going banks to make up some 
of the deficit in the guaranty fund. 
The money thus accumulated will be 
used to pay off all claimants as nearly 
as possible in equal fashion.

Nebraska Bank News
THE ARAPAHOE State Bank 

was reopened last month at Arapa
hoe, Nebraska. All of the $25,000 in 
capital stock was resubscribed and

unsatisfactory assets have been re
moved. The bank closed last Novem
ber 12.

By agreement with its patrons, re
strictions will be in force as to with
drawal of depositors’ funds in any 
one month.

C. A. Paterson is president, M. R. 
Williams, vice president, and S. M. 
Paterson, cashier of the reorganized 
institution.

Approval of the state banking bu
reau was given to the reorganization.

W ILLIAM  J. COAD, chairman of 
the board of the Packers’ National 
Bank of Omaha and of the Omaha 
Flour Mills Company, recently ad
dressed the Omaha Advertising Club 
at the Paxton hotel on “The Buyer’s 
Side of Advertising.”

DEFERRING routine work to re
ceive congratulations of friends, Fred
H. Davis, president of First National 
Bank of Omaha, completed his six
tieth year of service with this Omaha 
institution recently.

HENRY POHLMAN, 72, presi
dent of the Farmers & Merchants 
Bank and for years prominently 
identified with the business interests 
of DeWitt, Nebraska, died last month.

CARL A. PEDERSEN of Hart- 
ington was elected president of the 
Farmers State Bank of Obert, Ne
braska, at a recent meeting with Mrs. 
Mildred Haggart of Omaha being 
named vice president. Ludwig Neder- 
gaard will be cashier for the ensuing 
year and Harold Bengston, assistant 
cashier. O. O. Gilbertson of Obert 
and E. F. Robinson of Los Angeles 
are directors.

THE BANK OF CREIGHTON, 
Nebraska, has entered the field of 
banking under a new title —  The 
American National Bank, having re
ceived Charter No. 13591 from the 
Comptroller of the Currency and will

be identified with the Omaha Branch 
of the Federal Reserve Bank of Kan
sas City.

THE FARMERS and Merchants 
Bank building of Elm Creek, Ne
braska, was destroyed by fire last 
month. Loss was estimated at nine 
thousand dollars. The building was 
valued at $7,500. Bank records were 
not damaged.

T. L. DAVIS, vice president of the 
First National Bank, and W. B. Rob
erts, president of the First National 
Company, of Omaha, went to Cali
fornia last month, accompanied by 
their wives for a two weeks’ visit in 
southern California.

STOCKHOLDERS of the Oak 
Creek Valley Bank, Valparaiso, Ne
braska, elected officers at their annual 
meeting last month .The former offi
cers were with one exception, re
elected. The officers are: J. W. Pokor- 
ney, president; B. G. Gerdes, vice- 
president; R. E. Novak, cashier. B. 
E. Hendricks, Wahoo, was selected as 
a director replacing E. E. Placek, who 
had resigned.

I. F. GAEBLER has accepted a 
position as assistant bank examiner 
with the Nebraska state department 
of trade and commerce. He will con
tinue to make his residence at Win- 
side, Nebraska.

THE BLOOMINGTON STATE 
Bank, re-organized, re-capitalized and 
made solvent by stockholders, was re
opened for business last month.

The bank suspended business Octo
ber 20, 1931. As re-opened it has a 
capitalization of $25,000 and is re
organized to provide for payment of 
all depositors in full, but with the 
amount to be withdrawn each month 
restricted.

The new officers of the bank are
A. H. Byrum, president; and C. H. 
Moffett, cashier.
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PREMIUMS for robbery insur
ance on banks, in towns of less than 
5,000 population in Nebraska, have 
been increased from $5 to $10 per 
$1,000 per year.

Notice of the raise was received by 
the association from the Towner Rat
ing bureau which supplies informa
tion to the surety companies holding 
the bank insurance.

OM AHA will have one of the 
larger Morris Plan banks as soon as 
conditions in the middlewest again 
become normal, Walter W. Head, 
president of the Morris Plan Corpor
ation of America and former presi
dent of the Omaha National Bank, 
announced recently. He was in 
Omaha for a short time and left for 
St. Joseph for the annual meeting of 
the American Union Life Insurance 
Company, of which he is a heavy 
stockholder.

L. H. EARHART, manager of the 
Omaha branch of the Kansas City 
Federal Reserve Bank, has been ap
pointed head of the Omaha branch of 
President Hoover’s Finance Recon
struction corporation.

The following advisory board also 
was named by Charles G. Dawes, na
tional director of the corporation:

W. Dale Clark, Fred Thomas, 
James B. Owen and Alvin Johnson, 
Omaha; P. R. Easterday, Lincoln; A.
H. Marble, Cheyenne, Wyoming; and
B. B. Brooks, Casper, Wyoming.

GURDON W. W ATTLES, 76, 
until ten years ago one of the out
standing figures in the industrial life 
of Omaha died last month at Holly
wood, California.

Wattles for years was the head of 
the Omaha and Council Bluffs Street 
Railway company and its principal 
stockholder. He was chairman of the 
board of the U. S. National Bank of 
Omaha when he retired from active 
business in 1922.

The financier was manager of the 
trans-Mississippi Exposition in 1898 
and 1899 and was one of the founders 
of the Omaha Grain Exchange. Dur
ing the world war he was federal 
food administrator for Nebraska.

A COUNTY TREASURER is re
sponsible for requiring that securities 
posted by a bank to guaranty county 
deposits be at least equal in value to 
the amount of the deposit, in the 
opinion of Attorney General C. A. 
Sorensen of Nebraska.

In a letter to John E. Turner, coun
ty treasurer of Cass county, the at
torney general expresses the view the 
market value of such securities must

at all times equal the amount of the 
county deposit. If there is a loss 
through decreased value of such se
curities at the time of a bank closing, 
the attorney general said, the treas
urer can be held liable if proved neg
ligent.

Turner, in a letter to Sorensen, had 
asked concerning the responsibility of 
the treasurer in such matters.

“ In the event a bank closes and the 
market value of securities approved 
by the county board to protect the de
posits of county funds is insufficient 
for that purpose, 1 am of the opinion 
that the county treasurer may in some 
cases be held financially responsible 
for any loss the county may suffer

because of the insufficiency of the se
curity,” Sorensen wrote.

“ The burden of proving negligence 
would be upon the county,” Sorensen 
continued. “ The county treasurer 
could not be charged with more than 
ordinary prudence in the matter.”

Heads North Platte Bank
Keith Neville, former governor of 

Nebraska, has been elected president 
of the First National Bank of North 
Platte, Nebraska.

E. F. Seeberger was named vice 
president and W. H. Munger, cashier. 
Neville had been acting president 
since the death of Frank L. Mooney.
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Combining a complete service 
fo r  every  department  o f  
correspondent banking, we are 
especially able to care for your 
Lincoln account.

T H E  F I R S T  NA TI O N A L  BANK
A N D

T H E  F I R S T  T R U S T  COM PANY
O F

L IN CO L N,  NE BR AS KA
"Since 1871”
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THE FARM BORROWER AND
THE COUNTRY BANK
(Continued from Page 6)

must be planned over a long period 
with a definite program for renewal. 
In making loans on livestock it is nec
essary to make an inspection and as
certain for certain such facts as suffi
cient feed, water and shelter, and if 
applicant knows how to handle live
stock. It is also important to have a 
financial statement to know the bor
rower’s other debts and obligations.

It is desirable to have each loan 
paid and out of the hank within one 
year to insure liquidity. Depositors 
expect their money on short notice 
making liquidity essential.

Changing economic conditions have 
altered the aspects of the farmers’ 
loan problem materially. The farmer 
is not as safe a credit risk as he was 
20 years ago —  with expenses rising 
and income shrinking. This, of course, 
is no fault of his. The burden of the 
farm mortgage is heavier with com
modity prices declining, so today ten
ants are often better risks than heav-

ALLEN-WALES
1912 Farnam St.

ily mortgaged landowners. Ability to 
pay from operations as evidenced by 
the borrower’s past record is a lead
ing consideration.

Not a Sound Loan
Many of our banks have had bor

rowers come in and ask for a loan to 
run indefinitely. In other words, they 
promise to renew this loan hut this is 
not a safe loan and credit cannot be 
advanced.

Real estate loans must consider the 
following facts:

1. Ability or earning capacity of the 
farmer

2. Quality of soil and subsoil
3. Use of funds
4. Other debts
5. Age
6. Nature of improvements
7. Water supply
8. Equity of borrower in land to be 

mortgaged
9. Chattel mortgages

10. Is the farmer, wife and family 
interested in farm life or are they 
dissatisfied

THE FINEST “ HEAVY DUTY” 
ADDING MACHINE MADE

Omaha, Nebraska |

11. Borrower’s experience in farming
12. Taxes

The Tax Burden
Taxes are a lien ahead of any mort

gage securing a loan which may be 
given to the bank. If the taxes on a 
farm are $220 a year that is equal to 
Sy2 per cent of $4,000. The net effect 
is the same as if there were a first 
mortgage against the land for $4,000 
and the loan made by the bank is 
subject to it. To keep the bank’s mort
gage good, payments of $220 a year 
must be made to the county treasurer.

Taxes paid on all farm property in 
1929, according to the United States 
Department of Agriculture, were 167 
per cent more than in 1914. With 
taxes at $100 a year on a farm worth 
$10,000 a farm loan of $4,166.50 is 
on the same basis as a loan of $2,775 
would be if taxes on the same farm 
were $267 a year.

During the last five years taxes 
have taken about one-third of the net 
rent on rented farms. This fact gives 
some idea of the tax burden on all 
farm property.

It cost the country $140,000,000 to 
teach 12,000,000 school children in 
1890; while in 1925 it cost $2,000,- 
000,000 to teach approximately twice 
as many children.

It isn’t necessary to be a “ calamity 
howler” to appreciate the fact that the 
situation is unsound. The greater part 
of your taxes consist of school, county 
and township taxes. Taxation, there
fore, is largely a local problem. We 
urge you to get on the “ firing line” 
and see that real tax reform is 
brought about. While methods of tax
ation in many ways are wrong, one of 
the best remedies is to spend less 
money.

Federal land bank loans were de
signed first to give long-time credit 
on real estate up to 35 years. Second
ly, to make it easier for tenants to buy 
land and third, to provide safe and 
long-term investments for thrifty 
borrowers by purchasing land bank 
bonds. The federal land banks have 
one-eighth of the farm mortgage bus
iness in the U. S.

The expression “government loans” 
is all wrong. There is over a billion 
dollars in federal land bank bonds— 
so it should be clear that land banks 
do not get their money from the gov
ernment. The government is not in 
the farm loan business. The Federal 
Farm Foan Board supervises the op
eration of the farm loan business in 
practically the same capacity as Fed
eral Reserve System supervises na
tional banks.

On June 20th the Federal Fand 
Bank had a net investment in farm 
lands to which title has been acquired

Y ou and Y o u r

(Correspondent J^ank

rpH E R E  SHOUFD BE in the association be
tween your bank and its correspondent bank 

a spirit of co-operation. Through this, the best 
interest of all will be served.

As your correspondent bank in Lincoln, we 
pledge this co-operation.

Continental National Bank
LINCOLN, NEBRASKA

Affiliated with N o r t h w e s t  B a n c o r p o r a t i o n

Central Typew riter Exchange, Inc.
(E ST. 1903)

TYPEWRITERS, ADDING MACHINES, CHECK WRITERS 
LATEST MODELS AT BIG DISCOUNT

A SK  TO SEE

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



Central Western Banker, March, 1932 19

News of the Omaha 
Stock Yards

amounting to only nine-tenths of 1 
per cent of their total resources. In 
spite of this, last year —- having been 
one of national depression — you will 
be interested to know that the federal 
land banks and joint stock land banks 
have reduced their net mortgage loans 
by 30 million dollars. In this same 
year, 1931, bank loans have been re
duced by 5 billion dollars. Broker^ 
loans have been reduced by 1 billion, 
325 million dollars. The pay-off on in
stallment contracts is estimated as 
more than 2 billion dollars.

Individual and corporate indebted
ness has been reduced in 1931 by 5 
billion dollars, so all in all there has 
been a big liquidation of all kinds of 
credit.

Contrasted with this reduction of 
individual indebtedness we find an in
crease in federal debt of nearly 2 
billion, accompanied by an increase 
in debt of states and municipalities 
about 2 billion. Public debt for 1931 
shows an increase of nearly 4 billion, 
while private debt shows a net pay-off 
of 6 billion.

One and a half years ago I had the 
privilege of seeing the new office 
building for the Department of Com
merce which cost our government 
17y2 million. This new building was 
not occupied for over a year after it 
was completed. You talk about gov
ernment waste — the interest on 17J/2 
million at even 3 per cent is over a 
half million, still at the same time our 
government paid over a quarter mil
lion for rent. Who profited? Nobody. 
Who pays? Everybody.

Banking ought to be a profession 
in America. The world’s resources are 
concentrated here. Its buying power 
is enormous. The U. S. operates 60 
per cent of the world’s telegraph and 
telephone; 30 per cent of world’s 
railroads. U. S. produces and con
sumes more than 35 per cent of 
world’s electric power. With only 7 
per cent of the world’s population we 
consume 48 per cent of the world’s 
coffee, 50 per cent of its tin, 56 per 
cent of its rubber, 21 per cent of its 
sugar, 72 per cent of its silk, 36 per 
cent of its coal, 42 per cent of its iron, 
47 per cent of its copper, 69 per cent 
of its crude petroleum, and use 23 
million of the 30 million automobiles 
running in the world.

With only 6 per cent of the world’s 
area the U. S. produces 60 per cent 
of the world’s wheat and cotton, holds 
one-half of the world’s gold supply 
and two-thirds of its total banking re
sources, and still little new credit can 
be advanced today because of ex
tremely low markets for agricultural 
products.

Holds Meat Cutting School
Returning from Chicago where he 

attended a meat cutting school held 
under the auspices of the National 
Live Stock and Meat Board, Prof. 
W. J. Loeffel of the University of 
Nebraska reported that packers, re
tailers and other are interested in im
proving the meat situation over the 
country.

Representatives from agricultural 
colleges in North Dakota, South Da
kota, Kansas, Minnesota, Iowa, Mis
souri, Illinois, Ohio, Louisiana and 
Nebraska attended the school. Im
proved cutting methods were empha
sized throughout the session. The 
utilization of pork, beef and lamb 
carcasses was also stressed.

Every man present at the meeting 
was given an opportunity to cut up 
several carcasses of the various meat 
animals. The work was carefully su
pervised by Max O. Cullen, the cut
ting expert of the live stock and meat 
board. The work continued through
out each day and sometimes into the 
evening for a week.

Prof. Loeffel is one of the most 
widely known authorities in the mid
dle-west on meat cutting and has been 
giving numerous demonstrations be
fore farmers and dealers over the 
state during the past few months. He

has also given similar demonstrations 
at further western states.

Pig Refuses to Eat Corn
“ Pedro” is the latest addition to 

the College of Agriculture campus. 
He is none other than an Ozark 
razorback pig which was donated to 
the college by a prominent Lincoln 
florist.

Unlike other pigs on the College of 
Agriculture campus, Pedro dislikes 
corn and absolutely refuses to eat it. 
Prof. Gramlich, head of the animal 
husbandry department, says the pig 
was probably raised on nuts and 
earthworms.

Now the college has two off-type 
animals to show students in the vari
ous judging classes. Ramona is a 
Rrahama heifer bought at Denver 
several weeks ago.

Colorado Feeding Tests
Results of feeding experiments in 

which various feeds were tested for 
their comparative fattening value at 
the Colorado Agricultural College 
show that:

1— Barley fed as the only grain 
concentrate in a grain, cottonseed 
cake and hay ration is not a safe feed 
for calves because of the tendency to 
bloat.

GOOD SERVICE PROMOTES

PROSPERITY

LIVE STOCK NATIONAL BANK
UNION STOCK YARDS O M A H A
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2—  The standard beet by-product 
ration of wet beet pulp, barley, cot
tonseed cake and alfalfa is again 
shown to be the cheapest and most 
efficient for fattening calves.

3—  Corn silage ranks next to wet 
pulp as a bulky carbonaceous feed in 
the calf-fattening rations used.

4—  Potato-corn fodder silage is a 
palatable and good roughage for 
calves and offers an ideal way for 
saving potatoes which otherwise 
would be thrown out.

5—  Sliced potatoes may be used to 
good advantage in supplementing a 
limited amount of pulp.

Sixty choice quality grade Here
ford steer calves were used in the 
feeding experiment, after they had 
been divided into six as nearly uni
form lots as possible by balancing the 
factors of weight, origin, type, breed
ing, condition and color.

Cow Testing Pays
As the Minnesota statewide cow 

testing association completed its hrst 
year of operation in December, 75 
dairymen whose herds were on test 
throughout the year were mailed herd 
books summarizing the record of each 
cow and of the entire herd for the 12 
months. The average butterfat pro
duction per cow in these 75 herds was 
273 pounds, the highest herd averag
ing 402 pounds and the lowest 167 
pounds, H. R. Searles, extension 
dairyman who is in charge of the 
statewide association, says one of the 
outstanding features of the herd sum
maries is the large number of cows 
culled out. A total of 142 unprofitable 
cows, or an average of about two to 
the herd, have been culled during the 
year. Some herds have culled as high 
as eight cows. Because they have had 
testing records, the statewide mem
bers have been in position to “ spot” 
the unprofitable cows and get them 
out of the herds.
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Resigns at Monte Vista
The resignation of Ralph L. Stitt 

as cashier of the Wallace State Bank 
of Monte Vista, Colorado, was an
nounced recently. Mr. Stitt’s duties as 
cashier will be temporarily assumed 
by Charles Edman, vice-president. Al
though he has not announced further 
plans at this time, Stitt will continue 
a connection with the Wallace bank 
for the time, doing outside work for 
the institution in the matter of their 
livestock and farm loans.

R. L. Stitt has been connected with 
the Wallace bank since 1897, filling 
successively the positions of book
keeper, teller, assistant cashier and 
cashier.

He has been cashier since 1922, and 
in 1927 was president of the Colorado 
Bankers Association.

Mr. Edman, who will act as cash
ier, has had a number of years of ac
tive work with the bank. Following 
the war he devoted his entire time to 
the management of the institution for 
several years.

New Banking Offices
Officers and directors of the Colo

rado State Bank of Denver opened 
the institution’s new banking offices 
at the 16th street corner of the 
Majestic building last month.

The Colorado State Bank, estab
lished in 1908, has the following offi
cers and directors: B. F. Clark, presi
dent ; F. F. Barkley, vice president; 
E. M. Clark, cashier; E. H. Dahl, as
sistant cashier; F. R. Filyard, direc
tor; C. M. McCutchen, director.

Increases Capital Stock

(Collection of
YOUR LIVE STOCK PROCEEDS

organizationwithout delay requires an 
thoroughly experienced in this department 
o f banking. W e believe that we are 
particularly equipped to serve you.

Stock Yards National Bank of South Omaha
Affiliated with N o r t h w e s t  B a n c o r p o r a t i o n

At the regular annual meeting of 
the stockholders of the American 
State Bank of Brighton, Colorado, an

AUSTRALIA

BANK OF N EW  SO U T H  W ALES
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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 .............................................  7 ,5 0 0 ,0 0 0  f s

2 1 ,1 5 0 ,0 0 0  £s

Aggregate Assets 30th September, 1930, 89,228,378 £s
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increase of 40 per cent in the capital 
of the bank was approved.

This makes the new figures on the 
capital $35,000 and the surplus $4,- 
000, a total capital fund of $39,000.

A New Record
When C. G. Buckingham was re

elected president of the National 
State Bank of Boulder, Colorado, for 
the 56th time, he hung up a record. 
So far as is known, Buckingham is 
the oldest bank president in point of 
service in the United States. He was 
first elected to the post in 1876. In 
addition he is a director of the Love
land, Colorado, State Bank.

Earnings Hold Steady
Net earnings for 1931 of the Den

ver Joint Stock Land Bank were ap
proximately the same as for 1930 de
spite the hard year for agriculture in 
Colorado, Wyoming and Montana, 
the financial statement of the bank 
disclosed at a meeting of the stock
holders in Denver.

After charging off depreciation of 
$123,455.94 for real estate, total net 
earnings from operations during the 
year were $119,424.99.

Increased cash receipts and the 
strengthening of the bank’s cash posi
tion has caused a substantial reduc
tion in funds available for the pur
chase of bonds of the bank, the report 
set forth, with the result that profits 
this year from that source were $74,- 
196.25 as against $189,905 in 1930.

Despite the fact that reserves for 
delinquents, contingencies and other 
special reserves are reaching substan
tial proportions, it is necessary, in 
view of the present economic condi
tions, to continue the present policy 
of conserving the bank’s assets so that 
at this time the payment of dividends 
cannot be resumed, the report stated.

It was necessary to take over 27,- 
335 acres in which the bank has in
vested $426,485.26 during 1931, Pres
ident T. E. MtClintock reported.

Clearing House Meeting
The regular quarterly meeting of 

the First Colorado Regional Clearing 
House Association was held recently 
at Loveland.

About one hundred bankers were 
present for the regular routine of 
business and discussions following. A 
fine banquet preceded the business 
session.

Officers of the association are: C. 
L. Stout, vice president Poudre Val
ley National Bank, Fort Collins, pres
ident ; T. C. Phillips, president Gree
ley Union National Bank, vice presi
dent ; W. M. Ward, vice president 
and cashier of the First National 
Bank, Loveland, secretary-treasurer.

Kansas News
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Twenty-Fifth Anniversary
This month marks the twenty-fifth 

anniversary of the founding of the 
Hesston State Bank of Hesston, Kan
sas. For a quarter of a century the 
bank has ministered to the financial 
needs of its community. The presi
dent is P. E. Ruth. Jose Yost is vice 
president, and G. F. Toews, cashier. 
The first president was William Rapp.

Elects Officers
The First National Bank of Tope

ka, Kansas, has elected the following 
officers: W. H. Feather, president; T.
J. Blakemore, vice-president; C. W. 
Law, cashier, F. E. Imel, assistant 
cashier. The directors are W. H. 
Feather, W. H. Vickers, L. A. Etzold, 
A. F. Gorman, T. J. Blakemore, C. 
W. Law and Mrs. J. E. George. The 
only change occurring is Mrs. George 
was elected to fill the place of her 
husband, the late J. E. George.

Becomes Cashier
W. J. Coyle, of Anthony, Kansas, 

has resigned as cashier of the First 
National Bank, and is succeeded by 
Roy Griesinger.

Coyle’s resignation was formally 
announced by President G. W. Haf- 
bower.

Mr. Coyle came to Anthony March 
15, 1927, from Hutchinson, and dur
ing his residence of almost five years 
in Anthony has taken an active part 
in the city’s civic and social affairs.

Mr. Griesinger has been connected 
with the First National Bank in vari
ous capacities for the past ten years, 
for most of that time as assistant 
cashier.

Is New Cashier
At a meeting of the directors of the 

Citizens State Bank of Longford, 
Kansas, Miss Isabella Marty was pro
moted from cashier to acting vice- 
president and O. Marty was promoted 
from assistant cashier to cashier.

There was no other change in the 
personnel of officers and directors of 
the bank. S. Marty remains president; !
Eric H. Swenson, vice-president; |
Miss Isabella Marty, acting vice-pres- j
ident; O. Marty, cashier; and F. O. j 
Oberg, F. D. Balliet and Otis D. j 
Swenson, directors.

Roy Bone Accepts
Roy Bone has accepted the position 

as loan agent for the Reconstruction 
Finance Corporation for the Kansas 
City district and will take a leave of 
absence from his position with the 
Central National Bank of Topeka, 
Kansas, while serving in his new 
capacity.

Becomes Vice President
C. W. McKeen, president of the 

National Bank of Topeka, Kansas, 
announces the election of M. A. Ross 
as vice president of the hank. To ac
cept this position M'r. Ross will re
sign as national bank examiner in the 
Tenth federal reserve district with 
headquarters at Kansas City, an as
signment which he has held since 
1926.

Mr. Ross is well known to Topeka 
bankers, the national banks there hav
ing been examined by him for several 
years, as well as the banks in the 
larger cities throughout the Tenth 
district.

i !
j 2000 Banks Quit! j

Since the previous issue
of the j

| American Bank j 
Reporter
DESK EDITION

! !
i went to press. Tens of thousands j 
| of other changes have taken place j 
{ all of which have been made in j

the j
NEW EDITION

NOW READY fj

Corrected up to Dec. 15, 1931 j
j Lowest priced Rank Directory on f 
j the market—  j

$10.00 a Copy Delivered

| Be fair to yourself. Have the j 
* latest banking information at your ~ 

finger tips.

ORDER N O W  I
STEURER PUBLISHING CO. j

420 EAST 149th STREET 
NEW YORK CITY

j
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I New Mexico News
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New Credit Organization
Local businessmen have organized 

the Las Vegas Credit Association 
which is now in operation in Las 
Vegas, New Mexico, the new organ
ization to be affiliated with the Na
tional Retail Credit Association.

Detail work of the association is in 
charge of Ray F. Palmer, who is well 
known to Las Vegas people. Mr. Pal
mer was formerly associated with the 
First National Bank for several years. 
The association will have the advice 
and cooperation of local credit au

thorities and already has the assur
ance of a large membership.

Offices of the association will, for 
the present, be located in the Las 
Vegas Savings Bank building, where 
space is being donated until such time 
as the organization gets well under 
way.

Hatch Bank Head
J. M. Patton has been elected to the 

board of directors of the First Na
tional Bank of Hatch, New Mexico. 
Other officers are B. T. Hall, presi-

dent; W. B. Hall, vice president; C. 
F. Knight, vice president; Coke John
son, cashier; J. E. Brazeal and J. M. 
Patton, directors.

A Woman President
All officers and directors of the 

First National Bank of Farmington, 
New Mexico, have been reelected. 
Mrs. PI. B. Sammons, president, is 
New Mexico’s only woman bank pres
ident.

Dumb— W e’re going to give the 
bride a shower.

Dumber— Count me in. I ’ll bring 
the soap.— Staley Journal.

Drive thy business, let not that 
drive thee.— Franklin.

IN LINCOLN . ..
HOTEL LINCOLN 
HOTEL CAPITAL

A LSO  IN O M A H A .. .
HOTEL LOGAN

Omaha’s Largest and Finest . 

Doivntozvn Apartment Hotel 
at Reasonable Rates
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Wyoming News
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Talks on Federal Reserve
Stability of the nation’s financial 

bulwark and the huge credits avail
able sound industries were stressed in 
an informative address on the federal 
reserve banking system by R. C. 
Cather, president of the Wyoming 
Trust Company, of Casper, W yo
ming, before a recent noonday lunch
eon meeting at the Kiwanis club of 
that city.

Despite extraordinary periods which 
have been responsible for the greatest 
stress, the highly developed reserve 
bank system has weathered all storms 
and has never experienced failure, the 
speaker said. Engaging in what he 
termed as “ the wholesale banking 
business,” the nation’s system of 12 
reserve banks, guided by a central 
board convening regularly in Wash
ington, the federal reserve system in
troduced, for the first time in history, 
“ elastic money.” Deflation or over
inflation are offset by the elasticity of 
currency, due to federal reserve, said 
Mr. Cather.

At Basin, Wyoming
The board of directors of the Se

curity State Bank of Basin, W yo
ming, recently re-elected C. J. W il
liams president for the coming year. 
G. A. Hinman is vice president and 
A. C. Meloney, cashier.

Directors of the bank recently 
elected by the stockholders include C. 
J. Williams of Billings, G. A. Hin
man and E. K. Parks of Greybull ; A. 
C. Meloney and Oliver Irwin of 
Basin.

Pinedale State Bank
John W. Hay has been elected pres

ident of the State Bank of Pinedale, 
Wyoming, to succeed Abner Luman, 
who died last May. Mr. Hay has been 
an extensive stockholder and director 
of the bank since its organization 20 
years ago.

Other officers elected are Mrs. 
Susan Quealy, vice president; and P. 
C. Hagenstein, cashier.

Crook County Consolidation
A second consolidation in Crook 

County, Wyoming, banking circles 
was effected recently when the Amer
ican State Bank of Moorcroft was 
merged with the Sundance State 
Bank.

During November the bank at Hu- 
lett was consolidated with the local 
Sundance bank in accordance with 
the policy of the state banking depart
ment of advocating fewer and 
stronger banks. The latest merger 
leaves the Sundance State Bank as 
the only banking institution in Crook 
County.

At Greybull
C. J. Williams was reelected presi

dent of the First National Bank of 
Greybull, Wyoming, at a meeting of 
the board of directors held recently. 
A. A. Kershner was named vice pres
ident; G. A. Hinman, cashier, and E.
K. Parks assistant cahier. Parks was 
made a member of the board of di
rectors.
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When Chicago 
Was Only 24 Years Old 

This Bank Had Its Beginning

Seventy-five years ago, a banking 

charter was granted to the Merchants 

Savings Loan and Trust Company— 

one o f the banks now a part o f  the 

Continental Illinois Bank and Trust 

Company. Also united in this insti

tution are eight other banks, each 

chartered a half century or more ago

C o n tin en tal  Illinois
BANK AND TRUST 

COMPANY
C H IC A G O
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