JANUARY, 1975

OUTLOOK ISSUE

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



the many faces of
Liberty’s International Division

What can Liberty’s International Division do to assist
you and your customers.

Plenty.

You see, more and more firms of all sizes are review-
ing their banking relationships from the standpoint of
finding a bank that can provide “close proximity”
expertise in international banking. In plain language,
Liberty can help you help your customers faster be-
cause we're closer to you and to their businesses.

The ability to assist not only the corporate customer,
but also the small company entering the international
field for the first time exists at Liberty. You see, Lib-
erty is one of eighteen parent banks of Allied Bank
International and has direct access to the world mar-
ket centers. Allied is based in New York City with

atyour

branches in Nassau and London and representatives
in Tokyo and Hong-Kong.

And we can help you provide this assistance for your
customers. Areas of assistance include but are not
limited to:

Documentary Collections

Export Financing

Offshore Financing

Commercial Letters of Credit

Foreign Exchange and more

For these and other reasons, Liberty’s International
Division has active working relationships throughout
most of Central America, South America, Free
Europe, Canada, Israel, Indonesia, Japan and Aus-
tralia. If you have any questions concerning Interna-
tional trade, contact the Correspondent Department.

SHAREHOLDER MEMBER
ALLIED BANK INTERNATIONAL

#. LIBERTY

THE BANK OF MID-AMERICA

Liberty National Bank & Trust Company P. 0. Box 25848 Oklahoma City 73125 Member F.D.I.C.  Phone: 405/231-6164

MID-CONTINENT BANKER is published 13 times annually (two issues in May) at 408 Olive, St. Louis, Mo. 63102, January, Vol. 7I, No. |. Second-Class postage
paid at Fulton, Mo. Subscription: $8.
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Maybe you’ve thought
of New Orleans banks
assleeping giants.

As a banker in the Gulf South, you have watched New Orleans lag
behind other, newer cities in becoming centers of Southern finance.
Whatever the reasons, New Orleans, the nation’s second largest port, one
of the South’s largest metro areas, may appear to have been financially
sleep walking. But as a banker you have noticed-. . .

First National Bank of Commerce has identified the problem
and is moving to solve it. And our efforts are paying off. For us and
for our correspondents. We report more correspondents in a wider area than
any other bank in the region. For a number of sound reasons. Our
aggressive calling program. Our desire and ability to meet, head on, any
correspondent requirement, quickly, confidentially and successfully. And,

of course, our strategic location.

Our aim is to promote banking throughout the Gulf South,

if we wake up a few sleeping giants in the process, we’ll all benefit from
the competition. Because only through an active, vitalized banking system
will our region grow and prosper. If you're looking for our type of
correspondent, you'll find us in New Orleans. If we don't find you first!

CORRESPONDENT BANKING

M  FIRST NATIONAL BANK OF COMMERCE

™ NEW ORLEANS
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Let us introduce ourselves. We are
HUE Bank Facilities Corporation*

We are new, but we are hundreds of years old
in Design/Construction and financial operations experience.

We offer in-house Planning, EDesign, Construction, Equipment Leasing,
Interior Design and Furnishings for your building proiect*

We can plan and build your new facility or
renovate your present one in less time and at greater savings

than was ever possible before.
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Our background*

HBE Bank Facilities Corporation

is the financial facility arm of

the internationally known

HBE “Controlled-Cost Design/
Construction” discipline that

has revolutionized the hospital
building field.

We are a comprehensive team of
planners, designers, financial and
construction specialists working
together under centralized control.

One-source responsibility*
We provide single-source
responsibility for your building
project. You deal with one firm
rather than many. The responsibility
for being on-time, on-budget and
in compliance with your needs
and wishes is ours. Your valuable
time is not wasted.

The full resources of HBE—

talent, experience, reco'd of
performance, financial stability-
are behind our services to you.
No other company offers our total
commitment.

We are ready*

HBE Bank Facilities Corporation is
ready now to talk with you about
your next building project.
Wherever you are located,
whatever your size. Our
capabilities are national.

Challenge us!

Let us prove the value of our
service to you. We invite your
inquiries. Contact Ted Luecke,
President, 314/567-9000.

HBE Bank Facilities Corporation

Subsidiary off HBE Corporation*717 Office Parkway*St. Louis, Missouri 63141
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No matterwhat

the economydoes
In the next5years...

\bur home improvement
loans can be
fully profitably,

Insured against loss.

Complete protection. Against recession,

unemployment, strikes, divorce,

sickness and every conceivable cause

of default on your HIL portfolio. Insured

Credit Services, world's largest private

insurance source for home

improvement loans, currently offers INSURED CREDIT
this invaluable protection to over 1,000

leading banks. Call or write William F.

Schumann, President, for complete 307 N. Michigan Ave., Chicago, lllinois 60601  312/263-2375
details. America's No. 1 insurer of home improvement loans.
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Convention Calendar

January The Financial Magazine of the Mississippi Valley & Southwest

Jan. 19-24: Robert Morris Associates Loan
Management Seminar, Bloomington, Ind.,
Indiana University.

Jan. 26-29: ABA National Trust Conference,
Miami Beach, Fla., Hotel Fontainebleau.
Jan. 30-Feb. 5: Assembly for Bank Direc-
tors, San Juan, P. R., EI" Conquistador Hotel.

February

Feb. 2-5: ABA Midwinter Trust Conference,
New York City, Waldorf-Astoria Hotel.

Feb. 9-11: Bank Administration Institute Bank
Security Conference, Dallas, Sheraton-Dal-
las Hotel. i i

Feb. 9-&1; BankF Marketin IAssn.SEFTS Semi-
nar, Atlanta, Fairmont Colony Square.

Feb. 9-20: ABA National Installment_Credit FEATURES
School (First Session), Norman, University

of Oklahoma. '
Feb. 16-21. ABA Management Development 29 NAT'L BANK$ G.ET_ELECTRONIC TERMINAL RULING
Program for CEOs, Ponte Vedra Beach, Fla., No geographic limits set by Comptroller
Feb. 19-01, ABA ‘Bank_Investments Confer- 3 OFF-PREMISES ELECTRONIC TELLERS IN ST. LOUIS
ence, San Francisco, Hotel St. Francis. First National began their operation Dec. 18

Feb. 23-26: Bank Marketing Assn. Holding
Comi)any Workshop, Miami, Fountainbleau 38 BANKS BRACE FOR CHALLENGING YEAR

Hotel. Five prominent bankers look to 1975
42 ASSOCIATION PRESIDENTS CITE OUTLOOKS
List challenges to be met this year

Volume 71, No. 1 January, 1975

March
March 2-4: ABA National Credit and Com-
mercial Lending Conference, New York
City, Americana of New York.

March 23-25: ABA National Marketing Con- 46 SLUGGISH ECONOMIC PERFORMANCE SEEN
ference, Chicago, Hyatt Regency. Modest growth forecast until 1976 William ]. Korsvik
_ . April . 62 AGRICULTURAL EXPORTS EXPECTED TO DECLINE
A%rn'_!;e?'ghic%%écéﬂigﬂlmﬁ?gn Clz_{gg'f Confer- However, higher prices will cancel loss
April 8-9: Young Bankers of Tennessee An- 64 MAJOR LEGISLATIVE CHANGES FACE BANKING
nual Convention, Knoxville, Hyatt Regency X .
Hotel. Patman, Proxmire expected to seek reforms John H. Perkins

April 23-25. Alabama Bankers Association
Annual Convention, Birmingham, Kahler
Plaza Hotel.

April 27-30: ABA Mortgage Conference, Den-
ver, Denver Hilton.

May DEPARTMENTS

May 3-6: Louisiana Bankers Association An-

nual Convention, Fairmont Hotel, New Or-

8 THE BANKING SCENE 12 BANKING WORLD 22 COMMUNITY INVOLVEMENT

leans.
May 4-6: Arkansas Bankers Association An- 10 COMMERCIAL
pual ~Convention, Hot Springs, Arlington LENDING 14 SELLING/MARKETING 23 HOLDING COMPANIES

Mar\ll_ 4-6: Association for Modem Banking in

IMlinois Annual Convention, Chicago, Hyatt
Regency Hotel.

M@/ 4-6: Hlingis Bankers Association Annual

onvention, Chicago, Palmer House.

Me&y 4-6: Texas Bankers Association Annual

onvention, Houston, Hyatt Regency Hotel.

May 11-13; Tennessee Bankers Association
Annual Convention, Nashville, Hyatt Re-
gency Hotel.

May 11-13: Missouri Bankers Association An-
nual Convention, Kansas City, Crown
Center.

May 12-14: ABA Operations and Automation
Honflerence, Bal Harbour, Fla., Americana

otel.

May 13-15: Oklahoma_Bankers  Association
Annual Convention, Tulsa, Fairmont-Mayo
Hotel.

May 14-16: Kansas Bankers Association An-
nual Convention, Topeka, Ramada Inn
Downtown.

24 INSTALLMENT LENDING 26 NEWS ROUNDUP

STATE NEWS

90 LOUISIANA

92 MISSISSIPPI

92 MISSOURI
97 TEXAS

96 NEW MEXICO
9% OKLAHOMA
97 TENNESSEE

88 INDIANA
88 KANSAS
90 KENTUCKY

86 ALABAMA
87 ARKANSAS
87 ILLINOIS

May 17-21: Mississippi _Bankers Association
Annual Convention, Biloxi, Pete Fountain’s
Buena Vista Hotel.

May 18-20: ABA Southern Trust Conference,
Williamsburg, Va., Williamsburg Lodge.

May 18-31: School of Banking of the South,
Baton Rouge, Louisiana State University.
M?—Y 25-29: Assembly for Bank Directors.

ot Springs, Va., The Homestead.

May 26-28: AIB Convention, Minneapolis.

May 29-31: New Mexico Bankers Association
Annual Convention, Roswell, Roswell Inn.

June
June 8-20: ABA National Installment Credit
School (Second Session), Boulder, Univer-
sity of Colorado. e
June” 11-12: Indiana Bankers Association An-
nual Convention, French Lick, French
Lick-Sheraton Hotel.

August
Aug. 3-8: ABA National Mortgage School,
olumbus, O., Ohio State University.
Aug. 9-15: Bank Marketing Association Grad-
uate Course in Bank_ Marketing, Madison,
University of Wisconsin.
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The Banking Scene

By Dr. Lewis E. Davids

Hill Professor of Bank Management,
University of Missouri, Columbia

The Student Loan Default Problem

RECENT release from the General

Accounting Office projected a stu-
dent loan default rate of 24.3% in 1975.
This highlights the need for statesman-
like thinking on lending to college stu-
dents, not only by commercial banks,
but other financial institutions.

As an academician and former bank-
er, I'm concerned about the default
figure. Shortly after learning of the pro-
jected default rate, | called a represent-
ative number of bankers. They had de-
linquency ratios of less than 2%, some
had below 1% This indicates that many
lenders have student loan delinquency
ratios substantially lower than average.
Extrapolated, this also means there are
a number with default rates greatly ex-
ceeding the quoted percentage. It is
conjectured that these lenders, some of
which are banks, savings and loans,
credit unions and the like, haven’t re-
tained the loans. They simply pass them
on to the Student Loan Marketing As-
sociation.

Senator Claiborne Pell (D.,R.l.),
chairman, Education Subcommittee of
the Labor and Public Welfare Com-
mittee, observing the steady increase in
recent years of defaulted loans, has sug-
gested abandonment of guaranteed stu-
dent loans. With nearly 25% of student
loans predicted to be in default, one
would agree that something is wrong
with academic lending, yet it would be
unfortunate if the program were aban-
doned, were it possible to reconstitute
it along more viable lines.

With this in mind, | discussed the
topic with some loan officers and cer-
tain thoughts emerged. One is that loan
officers having low delinquency ratios
usually lend to natives of their market
area. That is, they have loaned to in-
dividuals with families in their com-
munity who have some banking asso-
ciation with the institution. This doesn’t
mean these bank accounts are of a size
to compel the bank to lend, but that
there has been a continuing family-
bank relationship. When approached
by non-customer students wishing to

8

borrow, these banks have indicated that
students would be more likely to receive
loans were they to apply at the insti-
tution with which they or their family
maintained some relationship.

One loan officer noted that he had
researched this policy, finding the ma-
jority of lenders to be in agreement
with it. He mentioned that, due to
present tight money conditions, stu-
dent and other loans could not be ac-
commodated. The banks were “loaned
up.”

In my course on Financial Institu-
tions at the University of Missouri, |
raised the question of this procedure
with students and the majority agreed
with the concept.

A 'Rip-Off* Student

A few dissenting students mentioned
that they had established their own
life-style and didn’t wish to be involved
in the financial relationships of their
parents. Their understanding was that
the lending policy made for a lower
default rate, but was discriminatory to
students. They also described a certain
type of student, one who felt it fair to
“rip-off” the establishment, with no
intention of paying legitimate debts.

In discussing the topic with academic
people of other universities, it appears
that high default rates are more likely
to be found in urban coastal universi-
ties than in the Mid-Continent area.
A program that is basically viable in
America’s heartland has, it appears,
been abused on both coasts. There are,
of course, exceptions to this generaliza-
tion.

| have discussed credit reputation
and references with students, pointing
out the implications that student loan
defaults may have on subsequent large-
ticket purchases, such as automobiles,
mobile homes, etc. Most expressed sur-
prise that their loan payment record
would matter regarding such purchases.
For this reason, the concept of “fair”
credit reporting, providing for credit
reporting agencies’ “forgetfulness” of

delinquencies, may be illustrated as
being counterproductive. If students
believe that their student loan credit
records can’t be transmitted, the log-
ical conclusion of many is, simply, why
repay the loan? The word has apparent-
ly gotten out among the student bodies
of some universities that delinquent stu-
dents are relatively immune from being
either followed-up or pressured into
paying their student loan debts.

| suggest that two steps be taken to
reverse the student loan default rate.
These two proposals are extremely sim-
ple. In my opinion, they are workable,
and yet it is doubtful whether the gov-
ernment would see fit to implement
them.

The proposals are based on the gen-
eralization that college graduates typ-
ically have much higher incomes over a
longer period of time than non-college
graduates. Thus, a college graduate
should be in a better position to pay
for his college education.

The first step is a waiver, signed by
the student loan applicant, permitting
the equivalent of a modest garnishment
of his future earnings to be automatical-
ly deducted in a way similar to social
security or income tax deductions. This
would automatically repay the loan in
many cases.

The second step is the use of the
borrower’s social security number as
an audit trail. The creditor or creditor’s
successor may have access to the bor-
rower’s number, contacting and enlist-
ing the cooperation of his employers to
implement the first proposal.

Since the unemployment rate has not
been higher, historically, than 6% a
student loan applicant would be a bet-
ter risk with an automatic waiver or a
social  security number-trace.  His
chances of being unemployed would
be very small. Thus, the delinquency
ratio would be reduced to only a frac-
tion of the 24.3% rate, which would re-
sult in lenders being willing to give
more student loans, with the cost of
the program being reduced. * =
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You can bank on this new symbol

It represents a positive move into the future
Innovative. Aggressive. Dependable.

All the things you want your Louisville
correspondent to be.

We think we can serve you best by taking
a personal interest in your bank.

This can best be accomplished

when we help you serve your

customers. If we do that j

well, there’s no reason to

compete with you.

This new symbol
represents the
fastest growing
correspondent bank
department in
Kentucky, and that’s
why Phil Hayes,
Sam Adams and
Murphy Brock will
continue to do their
corresponding in person.

Call toll free
1.800. 292-5577

Mk Liberty
fS | National

ST Bank

and Trust Company
of Louisville
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Commercial Lending

Union Planters Nat | Wins First Round

In Indexed Principal

NION PLANTERS National, Mem-
phis, has won what has been

termed a landmark legal decision in
Shelby County Chancery Court, involv-
ing the bank’s right to charge and col-
lect “indexed principal” on a corporate
loan to a Memphis real estate concern.
Union Planters officials said the suit
and favorable decision will probably
have far-reaching implications as a
precedent for the nation’s lending in-
stitutions.

Chancellor Wil V. Doran ruled that
a loan made by the bank to Aztec
Properties, Inc., containing an “inflation
adjustment” of the principal amount
under a promissory note, was not usu-
rious and did not violate federal law.

The suit, filed against Aztec August
13, 1974, sought to prove the legality
of indexing as it applies to corporate
lending and the legality of a borrower’s
waiver of the right to claim usury.

Aztec signed a promissoiy note in
July, 1974, agreeing to repay $50,000
in “constant United States dollars” ad-
justed for inflation or deflation, with
annual interest at the rate of 10%. The
inflation adjustment repayable under
the note equalled the original principal
multiplied by the Consumer Price In-
dex adjustment factor. The adjustment
factor was computed by dividing the

PERSONAL SELF-PROTECTION!

.22 CAL. - 7 SHOT AUTOMATIC

Defend yourself

agpinst attackerswith ¥

this high quelity norHethdl Tear Gas
Protector. Hires 7 rounds in seconds.
Sdlid retal construction: No Federal
Fireams Licerse . Dot be
oonfused by chep plastic intations
thet ey misfire ar jam
GUARDIAN

DEPT. ML-1 +BOX A+« LONG ISLAND CITY, N. Y. 11101

Legality Suit

Consumer Price Index at the note’s
maturity by the index figure on the
date the money was borrowed. The
bank used the most recent Consumer-
Price Index figure available, both pre-
ceding the loan and at the maturity
date.

On July 12, 1974, the date the loan
was made, the index had been pro-
jected through May, indicating a level
of 145.6. When the loan matured on
August 13, 1974, the index level had
been projected through June and in-
dicated a level of 147.1, or a 1% in-
crease between May and June. Under
the provisions of the promissory note,
the bank was entitled to collect $500
in indexed principal. Aztec refused to
pay the additional indexed principal,
but repaid the original principal
amount of the loan, $50,000, and
$419.35 in interest. Union Planters
then filed suit for the outstanding
amount.

In addition to provisions relating to
the indexation of loan principal, the
promissory note signed by Aztec con-
tained a waiver of the right to plead
the defense of usury under Tennessee
and federal laws. Chancellor Doran, in
his written opinion, stated that the
guestion of whether or not a borrower
could legally waive the usury defense

PERSONAL SELF-PROTECTION

.22 CAL-8sHOT REVOLVER

Defend yourself against

attackers with this high

quality non-lethalTearGas

Protector. Fires 8 rounds

in seconds. Solid metal

construction. No Federal

Firearms License necessary. Don't be
confused by cheap plastic imitations
that may misfire or jam.

GUARDIAN
DEPT. ML-1 <BOX A «LONG ISLAND CITY, N.Y. 11101

McCOURTNEY-BRECKENRIDGE & COMPANY '

INVESTMENT SECURITIES

SAINT LOUIS, MISSOURI

PHONE 231-5730 (Area Code 314)

10

63102
1030 BOATMEN'S BANK BUILDING

was indeterminative, since usury was
not a legal or factual question in the
suit.

The Tennessee constitution, in a pro-
vision written in 1870, limited interest
on business loans to a maximum of 10%.
Any interest amount in excess of 10%
was considered usury and was illegal,
under the constitutional provision.

The court ruled in substance, how-
ever, that the inflation adjustment of
$500 was not interest, clearing the way
for the introduction of the theory of
indexed principal or inflation adjust-
ment clauses in promissory notes.

William M. Matthews Jr., chairman,
Union Planters, said that “inflation is
the number one issue in this nation to-
day and must be dealt with in a man-
ner which will neutralize its effect,
since under any lending transaction we
receive dollars worth less at repayment
than those dollars initially loaned.”

Richard A. Trippeer Jr., the bank’s
president, said, “This is a unique and
original approach, unprecedented in the
lending industry, and is evidence of
Union Planters’ aggressive posture in
the nationwide fight against inflation.”

Aztec is expected to appeal the lower
court decision directly to the Tennessee
Supreme Court. * *

For Your Banking Equipment
Needs, Call HEGCO~

Drive-Up Windows
After-Hour Depositories
Vault Ventilators

Safe Deposit Boxes

Burglar Alarms

Metal Under Counter Equip.
Surveillance Cameras
Pneumatic Tube Systems

Fire Resistive Products

Used Equipment of All Types
Vault Engineering Service

HEGCO Indusfries, Inc.

4618 N. Post Rd., Indianapolis, Ind. 46226

Complete Selection
of Envelopes Designed
Especially for Your Bank

MISSOURI ENVELOPE CO.

10655 GATEWAY BLVD.
ST. LOUIS, MO. 63132
Phone 314/994-1300

DESIGNERS AND MANUFACTURERS
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And now, something new and special...

BANKERS SPECIAL BOND,

an updated,t and now consolidated package of bank insurance
available thru Scarborough & Company.

Eighteen separate coverages, individually designed, make up this
broad cover blanket bond. Add to that the service and in-depth
knowledge of Scarborough and you have an unbeatable combination
working for you.

Check your bond, compare ours. Discover why the Blanket Special
Bond is acknowledged the best in the industry. Talk to a Scarborough
bank insurance specialist today.

Scarborough
the bank insurance
people
Scarborough & Company, 222 N. Dearborn St., Chicago, lllinois 60601 Phone: (312) 346 6060

ilUpdated bond introduced thru Scarborough in Fall, 1974
All coverages not available in all states
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BANKING WORLD

"2t A%SUSUG

JAWORSKI HERDOIZA

= Leon Jaworski has been reelected
a director of Bank of the Southwest,
Houston, and appointed to the execu-
tive committee. Mr. Jaworski has re-
turned to Houston to resume his law
practice after serving as Watergate
Special Prosecutor.

= Charles J. Kane became president
of Third National, Nashville, January 1,
going from Citizens Fidelity, Louis-
ville, where he also was president.
D. Roscoe Buttrey, who was Third Na-
tional’'s president, became chairman.
John W. Clay moved from chairman to
senior chairman and continues as chair-
man, Third National Corp., the holding
company that owns the bank. Mr. But-
trey continues as the HC’s president,
and Warren P. Gray continues as vice
chairman of both organizations. Mr.
Kane had been with Citizens Fidelity
since 1941 and became president in
1970.

e J. David Grissom, vice chairman
and chief operating officer, Citizens Fi-
delity, Louisville, has been elected
president and chief operating officer.
He succeeds Charles J. Kane, who has
resigned to become president of Third
National, Nashville. Mr. Grissom joined
the bank in 1973 and was named presi-
dent, Citizens Fidelity Corp., last year
in addition to his bank duties. Daniel
C. Ulmer Jr., executive vice president,
banking, has been elected a director to
succeed Mr. Kane on both the bank
and HC boards and Joseph M. Rodes,
executive vice president, financial ser-
vices, was named a director of both
boards to fill the first vacancies that
occur.

= Lawrence K. Roos has been elect-
ed an executive vice president and di-
rector at First National, St. Louis. He
will assume his new post on January

12

SNOW ORLANDO

KANE GRISSOM

27, following service as St. Louis Coun-
ty Supervisor. He is a former presi-
dent of Mound City Trust, St. Louis,
and former chairman of First Security,
Kirkwood, now United Missouri Bank
of Kirkwood. He is expected to have
a broad range of executive responsi-
bilities at First National.

e Joseph Orlando has retired as a
vice president in the correspondent
banking department at First National,
St. Louis, following more than 45 years
with the bank. He joined First National
in 1929 and was elected an assistant
cashier in the correspondent depart-
ment in 1954. He traveled throughout
Missouri, Illinois, lowa, Indiana and
Kentucky.

« William J. Becker, vice president,
St. Joseph Bank, South Bend, Ind., has
been elected to the board of governors
of the eastern region of the Recreation-
al Vehicle Industry Association. He is
the first banker to serve on the board
and is a recipient of a citation from the
association honoring him for recent ser-
vice.

< Raymond J. Dempsey, head of
the United States banking department
at Bankers Trust, New York, was
among several officers promoted to ex-
ecutive vice president recently. He

joined the bank in 1957 and was
named head of the U. S. banking de-
partment last year as senior vice presi-
dent.

e Robert A. Herdoiza has been
named senior vice president at Manu-
facturers National, Detroit. He joined
the bank in 1963 and is officer-in-
charge of the international banking de-
partment. He is also a director of Man-
ufacturers-Detroit International Corp.,
an alternate director of Atlantic Inter-
national Bank Ltd., London; and a
member of the Bankers Association for
Foreign Trade.

e Charles E. Snow has been named
head of the correspondent bank depart-
ment at First National, Denver. He is
an assistant vice president and replaces
E. Hale Adams Jr., vice president, who
has joined East Bank, Colorado
Springs, as a vice president. Mr. Snow
joined the bank last year, following ser-
vice with First National, Englewood,
Colo.

e Thomas D. Thomson has joined
Detroit Bank as vice president and
chief economist and officer-in-charge of
economic analysis. Dr. Thomson was
formerly an officer of the Board of
Governors of the Fed and chief of the
Fed’s econometric and computer ap-
plications section.

MID-CONTINENT BANKER for January, 1975

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



LET'S TALK ABOUT
OUR STRENGTH
AND YOUR SECURITY.

First National conservatism
Bank of Kansas V  are looked upon
City has a as something of a
reputation for y  financial fortress.
being a strong, Our policies
conservative and people, of
bank. Strong course, are what
because we have make the
one of the largest difference. We've
capital structures Il always placed
of any bank in the % strong emphasis
region, and some upon financial
of the longest | security and
standing } service for our
correspondent j i1correspondent
relationships. W , banks.
Conservative W 1 That’s one
because we reason we call
obtain and invest funds  have been times when  ourselves The First
cautiously. that has worked to our ~ People. First of all,
Razzle dazzle has disadvantage. But in we're bankers. And
never been apart of our today’s economy, our we take money very
approach. And there strength and seriously.

FIRST NATIONAL BANK

MEMBER (816) 221-2800 A Charter
F.D.IL.C. Bankn
MID-CONTINENT BANKER for January, 1975 3

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



Selling /M

arketing

it's Not Hard to Analyze Incentive Promo;
Daily Ledger Forms Work Well for S&L

OW MANY new accounts lias an
H incentive program produced?

How much
brought in?

What is the total of the deposits that
can be attributed to the program?

What is the average deposit?

What is the rate of retention of these
accounts and these deposits?

These are questions that all market-
ing people would like to be able to
answer, but many have found no simple
procedure by which to obtain the an-
swers. Yet it can be done, simply and
easily. Community Federal Savings,
which has seven offices in suburbs of
St. Louis, has a plan that works.

Basic to the plan is the fact that all
“gifts” are distributed to customers im-
mediately after the necessary deposit is
made. For this purpose, a “gift center”
is set up in each of the S&L’s offices
which is large enough so that an ade-
quate supply of gifts may be stored
there. At the same time, a display of

new money has it

ROYAL HOMES DINNERWARE PROMOTION
WATE: OFFICE:

11t

Top form is used to tabulate incentive results at each of Community Federal's offices.

form tabulates results from all offices.

14

the gifts is so located in the gift center
that attention is focused upon it.

The S&L uses passbooks. As a cus-
tomer makes a deposit, that deposit is
entered in the passbook. The customer
then takes the passbook to the gift
center, shows the passbook to the at-
tendant and receives either a free gift
or pays the additional amount necessary
to “buy” a self-liquidating premium. In
either case, the attendant checks the
entry in the passbook to show that the
gift has been received or the purchase
made. (Banks that do not use pass-
books may use a purchase order form
which can then be presented to the
gift center attendant.)

When the customer presents his pass-
book to obtain his gift, the gift center
attendant makes certain entries on a
form prepared to meet the require-
ments of the individual promotion.
Entered on this form is the number of
premiums sold. (For example, in a dish
promotion in which a $50 deposit per-

Bottom

mits the purchase of one place setting,
a $100 deposit would permit the pur-
chase of two place settings.) In the next
column, the amount paid (if cash is
involved) is entered. If the item is free,
a check mark is made in an appropriate
column. (In a dish promotion, this al-
most always applies to the first place
setting.) Under the column heading,
“account number,” are two sub-
columns, in one of which the numbers
of new accounts are entered and, in the
other, the numbers of existing accounts.
In the sixth column the “amount de-
posited” is entered.

The form used to illustrate this arti-
cle is that best suited to a dish promo-
tion. In such a promotion, a variety of
“settings” are available at the same or
comparative prices. In the form shown,
14 column headings are provided so
that the attendant may check the ap-
propriate column to indicate the “set-
ting” purchased; for example, “four-
piece place setting,” “four fruit dishes,”
“four soup dishes,” etc. These columns,
through simple subtraction, provide a
running inventory of stock remaining
as well as a record of items sold.

After the office closes, it is a simple
matter to tabulate the number of new
accounts opened, the total new money
generated by these accounts, the total
deposits made and the average deposit.
After the program has been terminated,
it is possible to use the account num-
bers entered in these records to check
the accounts and determine the rate
of retention, both of the new and the
existing accounts, on the basis of 30
days, 90 days or a year.

Because Community Federal has
seven offices, a second form is neces-
sary. On this form, the amounts of de-
posits made at each office and a run-
ning total of deposits to date are tabu-
lated at the end of each day. On the
same form, a record is kept of total
purchases of each of the 14 items
available. For a “bottom line,” a total
is obtained for the seven offices on
“this date” and a grand total “to date.”
In a special column, the number of new
accounts generated at each office is
recorded and a total obtained.

The result is that at the termination
of an incentive program the S&L’s mar-
keting officer is able to show almost
immediately what results have been
obtained from the promotion. No guess-
work is involved—no “seat of the
pants” estimating—the figures are there
in black and white; it requires only a
little calculating to dig out the facts,
and even this job can be simplified by
placing an adding machine in the gift

MID-CONTINENT BANKER for Januarv, 1975

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



A personal checkbook catalog

doesnt have to look like
one towork like one.

We’ve completely re-designed our
Personal Checkbook Catalog both
inside and out.

Inside, the new catalog has been
re-designed for easier use. It features
all the popular DeLuxe checks your
customers have come to appreciate
plus our all new Spirit of America
commemorative package portraying
memorable historic events, a new

offering of covers and an updated
checkbook selection.

Outside, we'’ve designed our catalog
to be a welcome addition to your new
accounts area even when it’s not
being used.

The all new DelLuxe Personal
Checkbook Catalog. You’ll appreciate
the way it looks and feels...and, even
more, the way it works.

CHECK PRINTERS, INC.

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



center and having the attendant record
a running tape of transactions.

Marketing officers can use the figures
developed from such records to demon-
strate to doubting Thomases that in-
centive programs DO bring in a lot
of new money and that the rate of
retention is extremely high. That is
the experience of those marketing peo-
ple who have dug out the facts. = =

Business Boosters:

Using Laminated Cards
As Marketing Tools
Is Newsletter Subject

How to use laminated cards as mar-
keting tools is described in a new, four-
page newsletter called “What’s in the
Cards.”

The newsletter pictures different
types of wallet-sized cards issued by
banks and S&Ls and lists ownership re-
guirements for each. Among those pic-
tured are cards that sell CDs, promote
a new type of savings or checking ac-
count, reward “big-ticket” deposits, of-
fer bonus checking and serve as a low-
cost ID system.

The newsletter originally was pre-
pared for banks and S&Ls that own one
or more Card/Guard laminators. How-
ever, the newsletter’s publisher, Jack-
son-Hirsh, Inc., Deerfield, 111, decided
other financial institutions also would
be interested in seeing it.

10 Pullman Bank

Pullman GanR and Trust Company
400 bast 111th S? Chicago ill 60628
Memper F DI C . Caj<(312) ?85- tOOG

@ Heritage Bank

PULLMAN BANK and TRUST COMPANY
EMPLOYEE BANKING PROGRAM

Company. Acme Steel

Account No 1. 2345-6

This is laminated card Pullman Bank, Chicago,

uses in its Employee Banking Program. Card
indicates that holder is preferred customer of
bank.

The newsletter describes several case
histories of how Card/Guard laminator
owners use the laminated cards to stim-
ulate business. For instance, Pullman
Bank, Chicago, uses the laminator for
payroll checking accounts. To encour-
age employees of commercial account
holders to “leave their money” at Pull-
man, the bank offers each employee a
preferred customer card signed by the
employee before lamination. Partici-
pants in Pullman’s Employee Banking
Program receive free checking and spe-
cial discounts on installment loans.

"Women of the South":

Southern Womanhood
Honored by Bank
With Art Exhibit

American National, Chattanooga, held
an exhibition of paintings entitled
“Women of the South,” honoring the
traditions of southern womanhood.

The collection, by artist Eve Oldham,
contained a variety of water colors, egg
temperas and graphic studies featuring
women of the region in traditional, nat-
ural working environments. Descrip-
tions accompanied each painting, allow-
ing the viewer a glimpse into the situa-
tion contributing to the subject mat-
ter’s creation.

Pictured with recent water color, "Savannah
Blues," featured in American National of Chat-
tanooga's "Women of the South™ art show,
are artist Eve Oldham and J. Ralston Weils,
bank a.v.p., trust division.

Halloween Publicity Stunt Pays Off for St. Louis S&L

Talk about putting on a show! That's just what employees of Roose-
For a publicity stunt, all

velt Federal S&L, St. Louis, did!

(she won a prize).
employees

(Center) Walter
viewed for KSD-TV. Carolyn Wadlow, as a dragon, won a prize. The

Boiliger, S&L president, is inter-

were asked to wear costumes during the day preceding Halloween.
To spark enthusiasm, the S&L offered three $50 prizes for the most
striking costumes, and the stunt paid off!l The city's leading TV station
took pictures and showed them on the air with credit to the S&L.
(Left) Don Miller is a Mexican peon and Dorothy Kranz a sun goddess

16

clowns are Betty Kennedy and Cheryl Marlin. (Right) Tom Caito, main-
tenance man, was one of the hits of the day as a hula dancer.
All customers at the S&L's 15 locations received shopping bags or
trick-or-treat bags decorated for Halloween.
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No Heavy Advertising:

Bank of Ladue Shows
Plants, Memorabilia

A display of fall flowers, trees, shrubs
and ground cover was a recent fea-
ture in the Bank of Ladue, Mo., lobby.
Other attractions in the not-too-distant
past were herbs, Winston Churchill Me-
morial tapestries and 1904 World’s Fair
memorabilia.

The fall flower and shrub display, a
repeat of the new bank’s first such dis-
play last April, was grown by an Els-
berry, Mo., nursery. The exhibitions
were set up by landscape artists on a
specially constructed base and were
more than something for customers to
just walk through and enjoy. Those who
deposited or added to accounts picked a
favorite from 20 choices to take home
free or for a slight cost.

John Fox, bank president, said,

Centennlal Gift:

William Tell ‘Chases Arrow,1
Almost Misses Own Party
After Hijacking Attempt

Tell City (Ind.) National was 100
years old in 1974. To celebrate, How-
ard Brenner, bank president, commis-
sioned artist Don Ingle of Evansville,
Ind., to create a life-sized statue of Wil-
liam Tell and son to present to Tell
City.

The town, founded in 1858 by the
Swiss Colonization Society, was named
after the fictional hero. His statue, it
was reasoned, would be the perfect
gift for a city so named.

All did not go smoothly. On its re-
turn from the foundry in New York,
the van containing the statute was sto-

Bank of Ladue customers choose from plants,
kept in bank's lower lobby. Besides decorative
plants, edible herbs were offered.

“We’re an informal neighborhood bank
and don’t go in much for heavy adver-
tising and giveaways. We offer our cus-
tomers complete banking services and
only very special promotions, like this
flower show.”

Another exhibition of note was the
showing of 17 needlepoint and em-

len in Strongville, O. Whoever took the
van probably hoped to get something
besides a statue.

The local police and the FBI were
notified and a week of investigation
went by before the van and statue were
located on a Cleveland street. Both
were undamaged, so William Tell and
son were rushed to Tell City, just in
time for the annual Schweizer Fest,
August 7-10.

The statue found a permanent home
in front of the City Hall portico, as
the focal point of a bank-donated foun-
tain equipped with seven waterfalls,
benches and colored lights.

Who engineered William Tell’s “kid-
napping”? No one knows for sure, but
many Tell City natives swear the whole
thing, an episode that drew national
attention, was planned by none other
than bank President Howard Brenner.

"Victim" of "kidnapping," six-foot statue of William Tell and son is now located on fountian
in front of Tell City, Ind., City Hall. It was presented to town by Tell City Nat'l during institution's

100th anniversary.
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broidered church vestments, hand
worked in England for the Winston
Churchill Memorial in Fulton, Mo. This
collection of tapestries was made for the
church, St. Mary, Aldermanbury, En-
gland, a Christopher Wren structure
that was largely destroyed by Nazi
bombs in 1941. The ruins were moved
in 1966 to Westminster College in Ful-
ton, where it was reconstructed.
Photographs and souvenirs from the
1904 St. Louis World’s Fair also have
been featured at the bank. Sponsored
by the Museum of Science and Natural
History, Clayton, Mo., photographs
from the museum’s picture library de-

Fall flower show at Bank of Ladue, Mo., was
complete with flowing fountain and vine-
covered columns. Various flowers, trees and
shrubs were given free or sold at small self-
liquidating cost with deposits.

picted construction of the fair, build-
ings, fountains and major attractions.
An accompanying text provided back-
ground information on the fair and life
in St. Louis in 1904.

Souvenirs on display included a com-
memorative silver tray, silver spoons,
boutonniere ribbons and post cards. An
aerial panoramic map of the fairgrounds
showed present-day St. Louis streets.

Workbook Approach:

Direct-Mail Campaigns
Outlined in BMA Kit

The Bank Marketing Association,
Chicago, has released a new “Direct-
Mail Kit for Community Bankers,” a
step-by-step approach enabling a bank-
er to effectively promote his instiution’s
services and products through the post-
al medium.

The kit, using a workbook approach,
spells out the pros and cons of various
direct-mail techniques, explains differ-
ent types of campaigns and pinpoints
the important steps in effective direct-
mail planning. Also included are case
studies of successful operations by vari-
ous institutions.

Available free to BMA members, the
Direct-Mail Kit is offered to nonmem-
bers for a fee of $7.50, applicable to-
ward a future BMA membership.
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Land Rush Days:

Gay Nineties Return to Oklahoma City;

Old-Time Bank Opens With a Bang

Fidelity Bank, Oklahoma City, has
opened an “’89%er Bank,” a replica of a
small community bank of the 1890s.

The bank was opened in ceremonies
recalling events of the Land Rush of
1889. With a bugle playing and the
shot of a pistol, a rope was untied, of-
ficially signaling the opening of the
bank’s windows for customer use.

To recreate the charm and intimate

Turkey Essay:

Illinois Bank's Contest
Awards Local Children's
Writing Endeavors

Twenty-nine local grammar school
children were recipients of certificates
for turkeys from Heritage/County
Bank, Blue Island, 111 The occasion?
The bank’s annual Thanksgiving essay
contest, where children write an essay
telling what they like best about
Thanksgiving.

Winners, selected in grade categories
of third and fourth, fifth and sixth and

18

feeling of turn-of-the century banking,
Fidelity acquired authentic pieces
through foraging expeditions through-
out the state. For several weeks after
the opening, and on special occasions,
employees manning the Fidelity ’89er
Bank will wear period costumes.

The bank consists of two teller win-
dows where pedestrians can do their
banking rather than having to take the
elevator to the main bank level.

seventh and eighth grades, were award-
ed one of two turkeys for each category
in each school.

Blooming ladies of letters from one Blue Is-
land, Ill., grammar school show certificates for
turkeys, won in annual Thanksgiving essay
contest held by Heritage/County Bank, Blue
Island.

TOP LEFT: Teller window area of Fidelity ‘89er
Bank, Oklahoma City, includes authentic brass
grillwork, oakwood and marble counters from
Oklahoma bank that closed doors in 1889.
TOP RIGHT: Teller counters and oakwood fix-
tures are part of original Bank of Mounds,
Okla., established in 1901, closed in 1929.
Grillwork is from same source. Antique tele-
phone really works! LEFT: Fidelity '89er Bank
includes small office with authentic furnishings,
teller window and customer supply counter.
Bank is located under Fidelity Plaza Building.

Bank Hosts Roundtable

Pictured at recent Houston "Million Dollar
Roundtable™ are (I. to r.): John Cooney, sr. v.p.,
tr. off. & mgr., trust division, Bank of the
Southwest, Houston; Mrs. Fred J. Schubert; Mr.
Schubert, CLU, Prudential Insurance Co., and
pres., Houston Assn, of Life Underwriters; and
Ken Stanaland, bank v.p., tr. off. & mgr,
financial planning dept. The occasion was a
champagne reception and preview of the play,
"The Man Who Came to Dinner." The bank's
trust division hosted the event, honoring the
city's top insurance professionals.

Businesses Cooperate:

Year-Round Crowds Drawn
To Bank's Lobby Displays

Republic National, Houston, in co-
operation with business firms, held a
year-long series of special events which
evidently were enjoyed by many of the
bank’s customers and local residents.

The most recent of these showings
was an exhibition of shells, presented
by Shell Qil Co., but others, termed un-
usual and distinctive, included works
of art, historical displays and other
types of special-interest exhibits.
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Plantsome ofyour harvestmoney
forone to six moons.

To participate in short-term loans of any size, call (901)
Mike Jones 523-4174
Harry Spore 523-4191

FIRST NATIONAL BANK OF MEMPHIS

® Registered Service Mark owned and licensed by First Tennessee National Corporate
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MGICannounces MAGICUS.
% ur keyto successwith FNMA,

FHLMC,and GNMA programs.

Leon T. Kendall,

President, explains
why MGIC, after
studying lender
needs, created

"MAGICUS” —a
whole new system
to aid institutions
and loan processors
using government
programs.

What is MAGICUS?

“MAGICUS is MGIC’s new
system to give lenders
greater profit and ease when
insuring government loans.
It includes new coverages to
meet specific FNMA,
FHLMC, and GNMA mini-
mums; a new conversion
privilege on standard plans;
one simple application for
all programs; a guide to
steer loan processors through
red tape; computerized
screening of FHLMC loan
applications for errors; and
much, much more.”

How does MAGICUS
help profits?

“It shortens manager and
loan processor learning time.
Helps avoid errors and
paperwork. And most
importantly, it can cut costs
substantially by reducing
loan rejection rates.”

How can MAGICUS
prevent errors?

“Our Loan Processor Guide
points out the danger spots
on all forms. It also clarifies
regulations and underwriting
guidelines. For FHLMC

users, we’ll electronically
flag errors and omissions
SO you can correct them
before submitting your
loan packages.

“Qur new application will be
a big help, too. It’s a ‘com-
bination’ form for both
standard and government
coverages. Yet it’s short and
simple, and designed so your
typist can answer guestions
without manual shifting.”

What is the conversion
privilege and how does
it help lenders?

“It’s a way of keeping your
options open. For instance,
if you are not sure a loan
will meet government quali-
fications, or if you haven’t
arrived at a portfolio deci-
sion, you can select any of
our standard plans with
higher coverage and convert
to government minimums
later. If you decide not to
go government, you’ll have
greater protection and greater
acceptance of the loan in
the conventional secondary
market.”

Why should lenders use
MAGICUS and the new
government programs?

“In the months ahead, the
ability of any originator to
adequately serve local home-
buyers is likely to depend
on use of the FNMA,
FHLMC, or GNMA pro-
grams. The Emergency
Housing Credit Act has
authorized billions of dollars
in special funds for con-
ventional loans needed in
these difficult times. These
funds will help lenders serve
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their builders and realtors as
well as their community.
And MAGICUS will help
both new and experienced
users of government
programs streamline pro-
cedures and cut costs.”

How do lenders go about
putting MAGICUS to
work?

“The best way is to call in
your regular MGIC repre-
sentative. He’s one of our
120 field experts and he’s
specially trained to explain
not just MAGICUS, but
all of the government pro-
grams, to you and your staff.
Another convenient way

is to order your free
MAGICUS kit following
the instructions below.”

Note: The insurance form and rates for
the MAGICUS program have been
submitted to the insurance regulatory
authorities of all states.

Free MAGICUS Kit

Special kit—con-
taining brochure
/' on MAGICUS,
/' new coverage plans,
f Loan Processor
Guide to all govern-
ment programs and
form use—is yours for
the asking. Write or
call our home office (toll-free number
800-558-9900—in Wisconsin
800-242-9275) today.

MGIC

Better Homes
For More People

Mortgage Guaranty Insurance Corporation
MGIC Plaza, Milwaukee, W1 53201
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'"Your Dollar's Worth':

Consumer Radio Series
Is Offered by Bank

"Relevancy” is a much-used and im-
portant word these days. For banks,
the individual, the consumer, is becom-
ing more “relevant” every day. To the
consumer, in these times of inflation,
getting the most from each dollar is
“relevant.” Exchange National, Chica-
go, through a new series of radio pro-
grams, zeroes in on just how a buyer
can expand his purchasing power
through careful expenditure.

The programs, entitled “Your Dol-

lar’s Worth,” run two minutes, plus
commercial. So far, they have been li-
censed to financial institutions for
broadcast throughout Hawaii and

Maryland, as well as markets in nine
additional states, but aren’t available
in the Chicago area. A typical spot in-
cludes topics such as: ™You and
Your Warranty,” “Saving for College,”
“Trimming Automobile Costs” and
"How to Buy Medicine.”

Licensees get exclusive rights to the
series, which are researched, written,
recorded and provided on a monthly
basis, so all material is timely. Six
months (130 individual shows) of pro-
gramming are in the package, with a
fee based on market area and size of
the institution. Rights, at the licensee’s
option, are renewable for six-month in-
tervals.

Alan B. Eirinberg, first vice presi-

Community
Involvement

dent, marketing department, Exchange
National, La Salle and Adams Streets,
Chicago 60690, can furnish particulars
to interested bankers.

A Christmas Gift:

Trees Donated by Bank
Planted in Area Park

Central Trust, Cincinnati, adorned
each of its 32 offices with a live Christ-
mas tree last year, then donated them to
the Hamilton County Park District for
replanting after the holiday.

The trees are Scotch and White Pine,
recommended by a consulting forester
for bank decoration and park district
plantings. The two downtown banking
centers had White pines, approximately
12 feet tall, decorated in turn-of-the-
century style, while the 30 suburban
centers’ trees are six to eight feet tall
and were trimmed traditionally. They
reflected the bank’s aim to get away
from the “plastic” look associated with
modern Christmas decoration.

To protect them for replanting, Cen-
tral Trust displayed the trees for only
two weeks, after which they were re-
planted in the entrances to one of the
area’s major parks.

Litter Glitters":

Oklahoma Bank’s Plan
Begins to 'Clean Up’

Liberty National, Oklahoma City, has
installed “Litter Glitters” as part of a
concept for grounds beautification.

Manufactured by an Oklahoma City
firm and sold by Oklahoma City Beauti-
ful, Inc., a nonprofit organization, the

Karen Koski, Liberty National, Oklahoma City,
helps keep bank's outdoor mall beautiful by
tossing refuse in new "Litter Glitter." Attractive
trash cans are designed to last as long as most
buildings.

“Litter Glitter” is a “pretty” trash con-
tainer. Constructed of attractive, tex-
tured concrete and weighing 1,200
pounds, it is said to have virtually elimi-
nated the problem of waste containers
being moved or removed from the out-
door mall.

Replaceable plastic containers are
used inside, enabling quick and con-
venient emptying.

In Detroit:

Bank Sponsors Workshop;
Fraud Reduction Taught

Manufacturers Bank, Detroit; the
Bureau of Business Services and Re-
search, Eastern Michigan University;
and the Small Business Administration
held a five-hour workshop for business-
men, showing how to minimize the losses
that result from shoplifting, check fraud
and credit card abuses. Topics such as
the psychology, techniques, prevention,
detection, procedures and legal consider-
ations of prosecution of shoplifters and
those who attempt to defraud with
checks or credit cards were covered.

Kit available from Exchange National, Chicago, explains "Your Money's Worth" radio show,
includes detailed information about consumer-oriented program, tape with three examples from
series and contract. According to bank officials, response has been extemely good.

The workshops, presented as a com-
munity service, featured John Kennedy,

22 MID-CONTINENT BANKER for January, 1975

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



second vice president in charge of loss
prevention, Manufacturers Bank; At-
torney Myzell Sowell, Detroit Private
Defenders Office; Sergeant James Gre-
kowicz, Special Investigation Depart-
ment, Detroit Police; Dr. Edward Spitz,
Eastern Michigan University, and Ser-
geant Norman Nowak, Sterling Heights
Police.

Nine-Year Collection:

Ft. Worth Bank Gives Art,
Money to Local Club

Works of art, acquired by Fort Worth
National through its sponsorship of the
annual art show of the Fort Worth
Woman’s Club over the past nine years,
have been presented to the club by the
bank.

The art work, which includes oil
paintings, watercolors and drawings,
was hung in an area of the Woman’s
Club, to be known as the Fort Worth
National Gallery.

Art show entries are displayed an-
nually at the bank, which awards $100
cash prizes to the first-place winner in
each of the three categories. The bank
also makes a $100 donation to the club
in honor of each winner.

The works had, in the past, become
the property of Fort Worth National,
but henceforth will be presented to
the Woman’s Club for hanging in the
gallery.

Irvin Forman, v.p. & pr director, Fort Worth
National, presents oil painting to Fort Worth
Woman's Club members Mrs. Dana L Knight
(I.) and Mrs. Fred B. O'Neall. Bank presented
club with art acquired over nine-year period.

Banking for Youths:

Courses in Two States
Offered H.S. Students
Heritage/ Standard Bank, Evergreen

Park, 111, is sponsoring an Explorer pro-
gram for students from schools in the

surrounding community.  Bimonthly
seminars are conducted in the bank’s
lounge, where students learn about

banking and bank operations from offi-
cers who lecture about their own de-
partments.

John Romanovich, Explorer exec, (r.), explains
Heritage/Standard Bank, Evergreen, IIl.,, Ex-
plorer program to (I. to r.) John J. Hayes Jr.,
bank e.v.p.; Albert C. Balderman, bank a.v.p.,
& tr. off.; William J. Riha, Continental Can Co.,
sponsoring corp.; and Justin O'Toole, bank
pres., while students complete registration.

Included in the lectures are: estab-
lishment of a bank; bank security; teller
operations; proof and bookkeeping op-
erations; 24-hour banking and vault op-
erations; personal banking; personal
lending; trust operations and mortgage
lending; and commercial and indus-
trial lending.

The program includes a field trip to
the new Heritage/Pullman Bank build-
ing in Chicago and concludes with the
awarding of completion certificates to
the students by Justin O'Toole, bank
president, and John J. Hayes Jr., bank
executive vice president.

Equibank, Pittsburgh, has initiated a
similar program. In conjunction with
the Pittsburgh public school system and
local suburban schools, and with the en-

Holding
Companies

e The Fed has approved the appli-
cation of Texas American Bancshares
Inc., Fort Worth, to engage de novo
in the underwriting of credit life and
credit accident and health insurance
through a wholly owned subsidiary,
Financial Service Life Insurance Co.
The new subsidiary will underwrite in-
surance directly related to extensions
of credit by the HC’s subsidiary banks.

= Mercantile National of Dallas’
stockholders have approved a proposal
under which the bank will become a
subsidiary of Mercantile National Corp.
Under the reorganization plan, the HC
will become owner of the shares of
Mercantile National. Stockholders of
the bank will exchange present shares
for HC stock on a share-for-share basis.
Bank directors will become directors
of Mercantile National Corp. Consum-
mation of the HC had yet to be ap-
proved by the Fed at press time.

e The Fed announced its denial of
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dorsement of the National Alliance of
Businessmen, career opportunities are
introduced to students, permitting them
to earn while learning. Initially, 23
will train and work half-days through-
out the week at Equibank community
offices, serving as observers before tak-
ing various job assignments.

Four seminars will be held through-
out the school year to reinforce the
training and familiarize students with
other bank operations. Equibank’s pro-
gram runs until June.

Gift to Medical School

M. R. Bottesini (2nd from |I.), pres., Bank of
Huntsville, Ala., presents check for $75,000 to
Dr. Benjamin B. Graves, president, University
of Alabama, Huntsville (r.). Money is gift from
bank, to be used in development of a school
of primary medical care for university. At
. is Harry L. Pennington, bank ch. Second
from r. is Dr. Silas Grant, associate dean,
School of Primary Medical Care.

the application of Commonwealth
Bancshares, Inc., Dallas, to become an
HC through acquisition of Common-
wealth National, Dallas.

= Denial of an application by Bank-
shares of Indiana, Inc., Merrillville, to
acquire Goodwin Brothers Leasing,
Inc., Lexington, Ky., recently was an-
nounced by the Fed.

« John Caruso has been named op-
erations manager, First Memphis In-
ternational Corp. in New Orleans, a
subsidiary of First National, Memphis.
Mr. Caruso had several years’ banking
experience before joining FMIC.

e The Fed recently approved an
application by Manufacturers Hanover
Corp., New York, to acquire Ritter Fi-
nancial Corp., Wyncote, Pa., a consum-
er finance company.

« Election of a new president and
discontinuance of plans to sell Nash-
ville City Bank were announced by
United Tennessee Bancshares Corp.,
Nashville.  Wayne W. Pyeatt was
named president, Nashville City Bank.
He is president of the firm’s Memphis
affiliate, National Bank of Commerce.

23

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



Installment Lending

The Nuts and Bolts of Personal Banking:

How It Works for Customers and Banks

An interview with William C. Rodg-
ers, assistant vice president, Commer-
cial National, Peoria, 111

B: How does the personal bank-

er system work at your bank and
what, if any, changes in the system
have been made since the service was
first offered?

Mr. Rodgers: Commercial National’s
personal banker department was intro-
duced in September, 1973. It is located
in the lobby of the Main Office. The
bank’s two facilities, the Bank-Park
and the Mini-Bank, do not fully utilize
the concept since loans are not made
at these locations. However, several of
the people doing new account work at
these facilities attended our personal
banking training school along with
those individuals who have been desig-
nated as personal bankers.

There have been no significant
changes in our program since its intro-
duction.

MCB: What staffing and training
techniques have you employed and
what, if any, problems have had to be
overcome in this area?

Mr. Rodgers: Our personal bankers
were selected from existing staff mem-
bers who were working either as direct
installment loan interviewers or new
accounts people.

This group attended a special after-
hours training course one night a week
for 22 weeks. The training course was
structured around the following broad
outline:

The importance of installment cred-
it; qualifications of good installment
credit risk; the technique of the loan
interview; investigation, the credit de-
cision and the development of credit
information; closing procedures; install-
ment sale financing; collection proce-
dures for installment loans; special loan
programs; new checking accounts; lo-
cal competitive factors; credit depart-
ment; check orders; new savings ac-
counts; bank collection department;
general information sessions; safe de-
posit department; proof and transit de-
partments; U. S. Savings Bonds; trust
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department; farm management depart-
ment; real estate loan and wire trans-
fer departments.

Instructors were bank specialists on
the above topics. For the most part,
they were personal banking students
attending the Personal Banking School
to learn new and additional skills.

The AIB Installment Lending text-
book was used as background material
for the credit subjects. A special hand-
book was written by the bank staff for
subjects not covered in the textbook.

In addition to the above classroom
training, personal bankers were given
a minimum of four weeks on-the-job
training in either the installment loan
or new accounts departments. Follow-
ing these two programs, all personal
bankers attended an in-house sales
training program sold by the Wilson
Learning Corp., Minneapolis.

In reviewing our training program,
it became apparent that we didn’t give
enough time to on-the-job training.
Ideally, a term of eight to 12 weeks
would have been better, providing suf-
ficient time had been available to do
so prior to starting the personal bank-
er concept. Unfortunately, that much
time was not available.

The sales training program is well
suited to the bank’s objectives. How-
ever, it requires organized follow-up
and continuous effort to keep the ob-
jectives in sight.

Unfortunately, new personal bank-
ers coming into the program do not
have the advantages of the original
concentrated training program. Thus it
will take them much longer to learn the
required job skills.

MCB: How is the appeal of the per-
sonal banking service being perpetuat-
ed to bank customers now that the
sense of “newness” is past?

Mr. Rodgers: By adding services. A
few months ago, a package of retail
bank services, known as Bank Pack,
was introduced. An important part of
the package is the personal banker,
who is trained to handle all the services
included in the package.

Marketing plans are under consider-
ation that include ideas for perpetuat-
ing the personal banker concept.

MID-CONTINENT BANKER for January,

MCB: What has the service done for
the bank in the areas of profits, better
service and customer goodwill?

Mr. Rodgers: Our accounting system
does not permit the measurement of
changes in bank profits in relation to
the personal banking concept. How-
ever, if we can use the changes in num-
bers and dollars of retail accounts out-
standing as a measure of success, we
can report some impressive humbers.

Keep in mind that, in addition to the
new concept, we have developed new
marketing programs that incorporate
the new concept. Included in the new
programs are Diploma Power (free
checking for high school graduates),
a Fare Deal Bus Coupon program; a
package of retail banking services
(Bank Pack) and other programs, all
directed to the retail bank market.

For the first eight months of 1974,
average personal checking account bal-
ances increased 6.4% over the same
period a year earlier. As to the number
of regular checking accounts, they in-
creased 11.6% in the first eight months
as compared to an increase of 4.9% for
the same period a year earlier. (This
total includes both personal and cor-
porate accounts, but growth has been
in personal accounts.)

The number of regular passbook
savings accounts increased 4.2% in the
first eight months as compared to less
than 1% in 1973. Total consumer time
deposits, which include regular pass-
book savings, 90-day passbook ac-
counts, savings certificates and repur-
chase agreements sold to individuals,
averaged 4.3% more for the first eight
months of 1974 as compared to a like
period in 1973.

MCB: Please give specific instances
of how the service has helped custom-
ers.

Mr. Rodgers: The service is helping
customers because we have many in-
stances where checking or savings ac-
counts are opened and then the same
customer returns to his personal bank-
er when he needs a loan. Or loan cus-
tomers are calling their bankers to open
new accounts. Many telephone callers
ask for their personal bankers by name.

One weak point in our system is,
that during busy periods, some custom-
ers can’t get through to their personal
bankers. It is not uncommon for a cus-
tomer to wait several minutes to get to
see his banker or for the banker to
have to make a return telephone call
to a customer due to his being involved
with a different customer when a call
was made.

MCB: What does the bank plan in
the way of expansion and additional

(Continued on page 36)
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“I wanted an insurance company with a strong
financial background. Other bankers | talked to recom-
mended Standard Life for their highly competitive policy
limits and a solid reputation for prompt service on any
valid claim.”

The Valley State Bank has served Belle Plaine for 76
years, and Mahlon Morley feels they’re just getting
started. “We call ourselves ‘The Bank To Grow With.’
Because we think personal growth is so important, we
recommend credit insurance to every customer.

“When | looked at credit insurance programs,
Standard Life had the best possible credentials
... recommendations from other bankers.”

o MAHLON C. MORLEY, President
“The land around Belle Plaine is known Valley State Bank

as Paradise Valley . .. fertile river bottom Belle Plaine, Kansas
country .. . excellent farm land. A lot of

our people commute 20 miles to work in

Wichita. We’ve recently begun developing

our own industrial park. So the bank’s

customers come from all walks of life . ..

farmers, factory workers, executives, young

couples and older residents. Credit insurance

protects them from financial losses while it

protects the bank’s credit.

“Just this year credit insurance saved a
business right next door to the bank when
the owner died suddenly. Now his wife can
continue the business without financial dif-
ficulty. 1’ve seen this same thing happen
many times in my seventeen years of banking.

“I’ve never had a credit insurance pro-
gram as reliable as Standard Life’s. They’re
a great company to do business with . ..
you can quote me on that.”

When you’d like to do business with a
reliable, competitive, service-oriented credit
insurance company, write or call collect:
Gordon Green, Jr., Credit Insurance Divi-
sion, (405) 232-5281. Set your credit in-
surance profits ticking on Standard time.

Standard ft

AND ACCIDENT T *
INSURANCE COMPANY | |Tf-*
Oklahoma City, Oklahoma
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NEWS ROUNDUP

News From Around the Nation

Higher CD Rates Approved

Interest rates have been raised and maturities extended
by federal financial agencies for maximum maturity cer-
tificates banks and thrifts can offer savers. The move was
made to make rates at regulated financial institutions more
competitive with the market.

Effective last December 23, the new investment certif-
icate will pay savers at banks 7M4 with a M@ rate au-
thorized for S&Ls, mutuals and credit unions. Minimum
deposits of $1,000 are required that must be left on de-
posit for six years.

Both negotiable and non-negotiable investment certif-
icates can be sold by banks, but only non-negotiable cer-
tificates can be redeemed early by Fed system banks, with
holders subject to some interest forfeiture.

Discount Rate Down

The first decrease in the Fed discount rate in three
years was posted last month. The rate was lowered from
8% to PP and was taken “in view of the recent slack-
ening in the demand for credit and in recognition of the
lower level of market interest rates that has developed
since last summer,” according to a Fed spokesman.

The 8% rate was established last April. The new rate
is effective only at the New York and Philadelphia Fed
banks.

FHLBB Proposes Conflict Curbs

Comprehensive new conflict-of-interest regulations have
been proposed by the Federal Home Loan Bank Board
that are designed to “create a uniform and strengthened
system of conflict-of-interest regulations applicable to all
insured institutions.”

The proposal establishes new rules on the composition
of boards, with restrictions on the number or percentage
of directors that may be officers or employees of the S&L,
engaged in S&L-related businesses, members of the same
immediate family or the same law firm, directors or of-
ficers of the S&L’s HC affiliates and directors of other fi-
nancial institutions and affiliates.

It also restricts the number of officers of the S&L that
can be involved in financial interlocks.

Public comments are being accepted until mid-January.

Foreign Bank License Sought

The Fed has asked Congress to require licensing for
foreign banks operating in the U. S. and also to place the
banks under the same federal regulations that apply to
U. S. banks.

Intent of the proposed legislation is to eliminate any
discrimination in the treatment of foreign banks, according
to Arthur F. Burns, Fed chairman. The result would be to
place foreign banks under much tighter federal controls.
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Should the legislation be enacted, foreign banks would
no longer be able to expand across state lines, although
existing interstate operations would be allowed to con-
tinue.

The legislation provides for foreign banks to be licensed
by the Comptroller. Presently, foreign banks operate under
state laws.

Charging of Legal Bills Authorized

The American Bar Association has authorized use of
credit cards for payment of legal fees and expenses. The
association had previously held that credit card payments
violated the canons of professional ethics.

The new code has been adopted nationwide, with varia-
tions in some states. Oklahoma was one of the first states
to permit the practice.

Worthen Drops Charge Card Suit

A settlement was reached last month between National
BankAmericard, Inc., and Worthen Bank, Little Rock, on
the issue of Worthen being permitted to participate simul-
taneously in both Master Charge and BankAmericard pro-
grams.

Under terms of the agreement, Worthen has agreed to
bring its operation into conformance with National Bank-
Americard regulations, which prohibit dual participation.

National BankAmericard will reimburse Worthen for a
portion of the legal expenses incurred during the three-
year litigation.

FHLBB Strikes at Sex Bias

A lull of rights for women applicants for mortgage
loans has been adopted by the Federal Home Loan Bank
Board to implement the statutory ban on sex discrimina-
tion in home lending.

The new regulations require lenders making federally
related loans to consider, without prejudice, the combined
income of both husband and wife for the purpose of ex-
tending mortgage credit. The term “without prejudice”
is defined as “without prejudgment.”

Also, single women cannot be required to obtain a co-
signor or guarantor in order to obtain mortgage credit if
single men are not required to do so.

S&Ls Get Remote Withdrawal Approval

A new consumer-oriented regulation has been adopted
by the Federal Home Loan Bank Board that authorizes
federal S&Ls to offer travelers’ convenience withdrawal
services. The regulation permits customers to make with-
drawals from their savings accounts at any other federally
insured S&L more than 50 miles from their homes. The
original proposal specified a 100-mile minimum distance.

The change is expected to become effective this month.
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Electronic banking... You're not alone.

Ted Shaw, President, First Data Management Corporation, and Ron Murray, Senior Vice
President and Correspondent Bank Department Head.

You've got First Data Management Corporation
and the First's Correspondent Bank Department.

“Change” is the byword of today’s

banking industry. And electronic data

processing is behind most of
that change.

We are pleased that so many

Oklahoma bankers are keeping ahead
of those changes by attending First
Data Information System Seminars.

As our leadership in this dynamic
area continues to grow, we will
continue to keep fellow banking
leaders “on-line” with the future

You'renot
alone.

through research and development.
We welcome you and your bank

to discover the exciting things
happening in electronic banking.

You're not alone today. Contact

Ted Shaw, at First Data Management
Corporation, AC 405-272-4063, or
call Ron Murray in The First's
Correspondent Bank Department,

AC 405-272-4093. And when the
future arrives, you won't be alone
then, either.

Ybu've got

OVER $75,000,000 CAPITAL STRUCTURE / LARGEST IN OKLAHOMA / MEMBER F.D.l.C.
A SUBSIDIARY OF FIRST OKLAHOMA BANCORPORATION, IINC.
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Chances are,
the W hithey has

already solved
your banking

problem.

No, we’re not omnipotent. Nor know-it-
all. But we have been around a long
time (more than 90 years) and we’'ve
seen a lot of the banking business as
it came down the road. We've had a
great deal of experience in problem
solving — for ourselves, for our cus-

tomers, and for other banks. We like to
share what we've learned, and in the
sharing, learn some more. So talk with
your man from the Whitney today. Your
problems may have been our problem
sometime. And if it has, you are wel-
come to our solution.

NATIONAL BANK OF NEW ORLEANS
Established 1883
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Comptroller Issues Ruling:

National Banks Allowed Electronic Terminals

With No Geographic Limitations Set

LECTRONIC TERMINALS can

be established by national banks
without regard to geographic limita-
tions under a ruling issued last month
by Comptroller of the Currency James
E. Smith. In announcing the ruling,
Mr. Smith said he does not believe
such terminals are branches and, there-
fore, can be put into operation by
national banks regardless of whether
the states in which they are domiciled
allow branching. (Under the National
Ranking Act, national banks cannot set
up branches if state-chartered banks in
their states are forbidden to do so.)
However, he did urge national banks
to wait until July 1 of this year before
establishing such terminals in those
states where state banks are prohibited
from starting the terminals.

The six-month wait was recommend-
ed by the Comptroller at the request
of the Conference of State Bank Super-
visors and is designed to give the vari-
ous state legislatures an opportunity to
consider whether they wish to place
their state-chartered banks on equal
competitive footing with national banks
and federally chartered S&Ls, which
also are allowed to have these ter-
minals.

Legislation permitting some sort of
electronic terminal has been enacted in
three states—Washington, Oregon and

Massachusetts. Mr. Smith said attor-
neys general in Kansas, Texas and
Florida “have authorized the use of

CBCTs in some circumstances, although
branch banking is prohibited in each of
these states.” Also in Kansas, the gov-
erning council of the Kansas Bankers
Association has approved proposed leg-
islation to permit operation of ATMs

By ROSEMARY MCcKELVEY
Managing Editor

and POS terminals, but not to require
banks to share automated teller or
other “remote service units” installed on
“premises” of its own main bank or on
“premises” of its own detached facility.

In the nonbranching state of Illi-
nois, the attorney general has said that
off-premises activities permitted in
Texas and Florida would be interpreted
as illegal banking in his state. In
another nonbranching state, Nebraska,
the attorney general’s ruling that a
CBCT is a branch was reversed by a
state court.

ATMs and POS terminals have been
called branches by Michigan’s commis-
sioner of financial institutions and thus
come under the state’s branching law.
Michigan law limits establishment of a
branch to within 25 miles of a bank’s
main office.

Comptroller Smith officially referred
to these electronic terminals as cus-
tomer-bank communication terminals

These terminals are
forerunner of an

(CBCTs). CBCTs allow existing cus-
tomers of national banks to initiate such
transactions as cash withdrawals from
their accounts, crediting of funds to
their accounts and payment transfers
from their accounts into accounts of
other bank customers.

Under the Comptroller’s ruling,
these terminals may be unmanned and
operated by the customers themselves
at whatever convenient locations the

banks choose, for instance, shopping
centers. These terminals are called
automated teller machines (ATMs).

The CBCTs also may be located in
business establishments such as super-
markets manned by supermarket per-
sonnel. This type is called point-of-sale
(POS) terminals.

Although the Comptroller’s move
was applauded by the CSBS, other
groups—specifically the Independent
Bankers Association of America—are
expected to fight the ruling. The Comp-
troller said the CBCTs, in his opinion,
are not branches. The IBAA and others
may contend that these terminals are

(Continued on page 30)

"the
ex-

pected family of custom-
er-oriented electronic ter-
minals which will change
the face of the banking

industry” _
Smith

SMITH
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What States Say on CBCTs

After the Comptroller of the Cur-
rency issued his interpretive ruling
last month on customer-bank com-
munication  terminals (CBCTs),
Mid-Continent editors
contacted each of the 13 states in
this publication’s area. Purpose of
the contacts was to see whether such
electronic terminals would be al-
lowed state banks in their states.
Here is what was learned:

Banker

KANSAS— The state bankers as-
sociation here has approved pro-
posed legislation to allow operation
of automated tellers and point-of-
sale terminals, the former both on
and off premises. The legislation will
not require banks to share ATMs or
other remote service units installed
on their own premises. This legisla-
tion was formulated prior to the
Comptroller’s interpretive ruling.

KENTUCKY— A study committee
to investigate EFTS was appointed
at the last convention of the Ken-
tucky Bankers Association and is
currently evaluating the Comptroll-
er’s ruling. The Kentucky legislature
does not meet in regular session un-
til January, 1976. Therefore, the
Kentucky Bankers Association has
written to Comptroller Smith, re-
questing that the July 1, 1975, date
that national banks in nonbranching
states were asked to observe prior
to establishing CBCTs be waived
for Kentucky.

LOUISIANA—The legislative
study committee of the Louisiana
Bankers Association will study the
subject when it meets early this
year.

MISSISSIPPI—The situation here
is being studied by the Mississippi
Bankers Association.

MISSOURI—The board of the
Missouri  Bankers Association on
December 23 unanimously approved
a proposed bill that would allow
state-chartered banks and trust com-
panies to offer the same services that
federally chartered financial institu-
tions can offer.

NEW MEXICO— No action is be-
ing taken here as reaction to the
Comptroller’s ruling has not solidi-
fied yet.

OKLAHOMA—The legislature
here is expected to enact a law au-
thorizing state banks to take part in
POS terminals on a state-wide basis.
The terminals would be defined as
services facilities, not as branches.

TEXAS—National banks that
would try to establish off-premises
terminals would be subject to chal-
lenge under terms of a ruling issued
in 1968 by the then state attorney
general. That ruling looks on such
terminals as branches, and Texas is
a nonbranching state.

branches. Furthermore, lack of geo-
graphic limitation on the CBCTs likely
will produce controversy. When Mr.
Smith originally announced he intend-
ed to make this ruling, he indicated
there would be geographic limitations.
One limitation he laid down at First
National of St. Louis’ annual corre-
spondent bank conference in November
was that such facilities could be es-
tablished anywhere within the state of
the principal office of a bank or could
be established across state lines up to
50 miles of a bank’s head office or up
to five miles of an established branch
of that bank, whichever would be
farthest. The December ruling omitted
any geographic limitations.

In a statement accompanying his
ruling, Comptroller Smith said these
terminals are “the forerunner of an
expected family of customer-operated
electronic terminals which will change
the face of the banking industry.”

In maintaining that CBCTs are not
branches, he compared them to mail
boxes or telephones through which cus-
tomers may communicate with their
banks to accomplish certain routine
transactions. Thus, he believes CBCTs
would not be branch banks, branch

offices, branch agencies, additional of-
fices or branch places of business with-
in the common understanding of those
terms.

Although there are no geographic
limitations, the Comptroller’s ruling
does have some “strings” attached. For
instance, written notice must be given
to his office and to the office of the
appropriate regional administrator 30
days before any such device is put into
operation. These notices must contain
information that includes the location
of the device, general description of
the area where Ilocated (shopping
center, service station, supermarket)
and manner of installation (free stand-
ing, exterior wall, separate interior
wall), manner of operation, including
whether the device is on line, kinds of
transactions to be performed on it,
whether it will be manned and, if so,
by whose employee, whether it will be
shared and, if so, under what terms
and with what other institutions and
their locations, name of the manufac-
turer, whether owned or leased, etc.

In addition, to the extent consistent
with antitrust laws, national banks are
permitted, but not required, to share
CBCTs with one or more other financial
institutions. * *

CS6S Announces Guarded Approval

Of Smith s Interpretive Ruling

WASHINGTON—The Conference
of State Bank Supervisors announced
approval of Comptroller James E.
Smith’s interpretive ruling on off-prem-
ises facilities (see page 29) and the
spirit of accommodation and coopera-
tion Mr. Smith has shown in working
with the CSBS to seek an orderly tran-
sition to this new type of banking ser-
vice.

However, CSBS President James E.
Faris made it clear that the dialogue
between the Comptroller and his group
shouldn’t be construed as stating or im-
plying that individual state-chartered
banks, individual state banking depart-
ments, the united CSBS effort or any
affiliated individual group concurs with
construction of statutes and/or regu-
lations contained in the interpretive
ruling and accompanying materials re-
leased by the Comptroller December
12.

Mr. Faris, director, Indiana Depart-
ment of Financial Institutions, said,
“The CSBS specifically disagrees with
Mr. Smith’s position that the range of
activities permitted under the ruling
would under no circumstances violate
the provisions of the National Bank Act

which incorporate state branching
laws. We also reject Mr. Smith’s as-
sertion that the establishment of
CBCTs (customer-bank communica-
tion terminals) by national banks
would not jeopardize the dual-banking
system in situations where state-
branching laws, reflecting local needs,
prohibit state banks from conducting
the same activities. We must recognize
the existence of many diverse circum-
stances within the 50 states. We must
appreciate the high degree of under-
standing possessed by the bank regu-
lator and the bankers of each state of
the capacity of the banking community
and needs of banking customers in
each state.”

Mr. Faris also emphasized there is
a clear understanding between the
Comptroller and the CSBS that if, in
the judgment of any responsible inter-
ested party or parties, any bank vio-
lates respective state or federal stat-
utes, that party or those parties would
be free at any time to become involved
in litigation either as a principal or an
amicus. Mr. Faris emphasized, how-
ever, that his association has no imme-
diate plans to initiate any action to
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block implementation of Mr. Smith’s
ruling during the six-month deferral
period. He added, though, that the
CSBS will support actions by its mem-
bers and other responsible individuals
and groups to assure establishment of
CBCTs by national banks consistent
with state or federal statutes.

Mr. Faris pointed out that several
states already have taken the initiative
in authorizing use of CBCTs.

During the six-month deferral period
recommended to national banks by the
Comptroller, the CSBS, said Mr. Faris,
expects that a significant number of ad-
ditional state legislatures, where ap-
propriate, will want to act to amend
their laws so as to permit some or all
the activities that already exist or have
been proposed in other states and as
authorized under the Comptrollers
ruling. * *

Three Southern States' Bankers
Study Possibility of ACH

NEW ORLEANS—Formation of
a regional automated clearinghouse
(ACH) was the subject of a meeting
held here November 14 by 71 repre-
sentatives from 54 banks in Alabama,
Louisiana and Mississippi.

James H. Jarrell, vice president,
Trust Co. of Georgia, Atlanta, and
chairman, Atlanta Committee On
Paperless Entries (COPE), the princi-
pal speaker, was introduced by Lester
E. Junge, vice president, Whitney Na-
tional, New Orleans.

Mr. Jarrell gave a slide presentation
on the problems and opportunities of
running an ACH. A question-and-
answer period followed.

One purpose of the meeting was to
determine the degree of interest banks
in the areas represented have in form-
ing and participating in an ACH, said
Stephen J. Loup Jr., chairman of the
committee of New Orleans-area bank
operations officers studying formation
of an automated clearinghouse. Mr.
Loup is executive vice president, New
Orleans Bancshares, Inc., parent of
Bank of New Orleans.

Pictured at meeting held to discuss possibility
of forming ACH among Alabama, Louisiana
and Mississippi banks are (I. to r.): James H.
Jarrell, v.p., Trust Co. of Georgia, Atlanta, ch.,
Atlanta COPE committee, and guest speaker;
James C. Rather, v.p. & cash., Hibernia Nat'l,
New Orleans; Stephen J. Loup Jr., exec, v.p.,
New Orleans Bancshares, Inc., parent of Bank
of New Orleans; and Lester E. Junge, v.p.,
Whitney Nat'l, New Orleans.

Comptroller Gets IBAA Petition
Asking CBCT Ruling Withdrawal

S THIS ISSUE went to press, the Independent Bankers Associa-

tion of America (IBAA) issued a petition to the Comptroller of
the Currency calling for repeal of the Comptroller’s interpretive rul-
ing authorizing customer-bank communication terminals (CBCTs)
for national banks (see page 29).

The IBAA petition also requested that the Comptroller conduct
formal rulemaking proceedings under the Administrative Procedure
Act and as required by the due process clause of the Fifth Amendment
to the U. S. Constitution.

The petition was issued as one of several planned steps that might
result in litigation over the ruling, an IBAA spokesman said.

The petition stated that IBAA-member state banks “will be severely
and adversely affected” if the interpretive ruling is allowed to
stand. It also termed the operation of a CBCT as branch banking,
despite the Comptroller’s opinion that it is not; that the operation of
a CBCT is off-premise banking, which is illegal; that no opportunity
was given banks to comment on the ruling; that the ruling rescinds
existing rulings in the Code of Federal Regulations, which gives it
the force and effect of law; that the ruling is “an unprecedented legis-
lative edict, having a far-reaching and profound effect upon methods
of banking and the regulatory control of banking.”

The petition argued that a regulatory agency interpretive ruling
cannot render ineffective a federal-state statutory system of regulation,
thus the ruling is void. In the words of the petition, the action taken
by the Comptroller “is arbitrary, capricious, an abuse of discretion, and
is contrary to law.”

The petition claimed that the interpretive ruling is an attempt to
destroy the dual-banking system designed by Congress. It further stated
that Congress has always recognized that national banks must follow
state law in order to preserve competition between the state and na-
tional banking systems. It stated that the legislative history of federal
banking laws shows Congress’ concern about the dangers of con-
centration of banking power.

The petition stated that congressional action to authorize a study
of EFTS implies that no federal agency should “take any action in
this field, except upon a limited and experimental basis.” Thus, the
interpretive ruling, according to the petition, defies the wishes of
both Congress and the President.” The ruling invites development of
“a highly dangerous form of unregulated banking,” the petition said,
which could deny consumers protection under the Fair Credit Report-
ing Act and could result in their becoming victims of electronic errors
regarding credit standings.

The petition charged that the ruling makes no provision for com-
pliance with the Bank Protection Act which covers remote terminals.
It also stated that there is a “distinct potential under such a blanket
ruling for violations of antitrust laws” through tie-ins, joint use of
electronic systems by some institutions to the exclusion of others and
the potential for “concentration of control of money and credit by
large banks and bank systems which have the financial means to
dominate banking markets quickly.”

The petition termed the ruling’s request for national banks to re-
frain from establishing CBCTs until after July 1 “a thinly-veiled threat
to each state legislature to amend its state branching laws to permit
CBCTs or face wide-open branching by national banks by means of
these devices.”

The petition requested action by the Comptroller by January 6.
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Operation of Off-Premises Electronic Tellers
Is Started by First National of St. Louis

FF-PREMISES electronic  teller

machines were placed in operation
December 18 by St. Louis’ First Na-
tional, a week after Comptroller of the
Currency James E. Smith announced his
interpretive ruling that these off-prem-
ises devices are not branches and that
national banks can install them (see
page 29).

The Comptroller, in issuing this rul-
ing, did say that national banks must
give him written notice 30 days before
starting up these automated teller ma-
chines (ATMs). First National had
notified Mr. Smith November 15 al-
though his ruling was not actually is-
sued until December 12. However,
early last fall, he had told several bank-
ing groups about his intention to make
the ruling.

Because Missouri is a nonbranching
state (although each bank is allowed
two facilities), Mid-Continent
er contacted Missouri’s director of fi-
nance, William R. Kostman, to get his
viewpoint on First National’s new off-
premises terminals. Mr. Kostman ad-
vised this publication at presstime that
he has determined that off-premise ter-
minals, such as those being used by
First National, are considered as
branches and thus are illegal in Mis-
souri. Mr. Kostman said a suit against
First National would be filed the first
week in January that will seek to halt
further operation of the terminals.

Richard F. Ford, executive vice pres-
ident of First National, said that in the
opinion of the bank’s lawyers, the two
off-premises terminals are not branches
under Missouri law.

First National’s off-premises Docutel
BANK24 teller machines are operating
at Emerson Electric Co. and at the Jay-
Bee food store, both located in a north-
ern suburban area of St. Louis. The
Emerson installation is inside a build-
ing, but is available to other First Na-
tional customers besides the firm’s em-
ployees. The Jay-Bee ATM is attached
to an exterior wall so that it can be
used at any time of the day or night,
seven days a week. Each BANK24
electronic teller is wired into First Na-
tional’s computers so that when a cus-
tomer uses one of the machines, the
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Bank-

transaction is recorded at the bank’s
Main Office.

At present, the off-premises BANK24
machines handle nine banking func-
tions. According to Mr. Ford, deposits
will not be made on the two off-prem-
ises machines—until next July 1—in ac-
cordance with the Comptroller’s re-
guest that national banks wait six
months to give banks in nonbranching
states time to get legislation enacted
allowing them to have such off-prem-
ises machines, too. However, Mr. Ford
said the deposit function ivill go on the
machines July 1.

At the same time that First National
announced the start-up of its two off-
premises machines, the bank’s presi-
dent and CEO, Clarence C. Barksdale,
sent letters to bankers throughout Mis-
souri, outlining some of the primary
reasons his bank installed the off-
premise BANK24 machines.

First of all, Mr. Barksdale said that,
in his bank’s opinion, the Comptroller’s
interpretation is timely, correct and of
major importance to commercial banks,
state or national, both in and out of

Bid to Halt CBCTs Made

Legislation to prevent the imple-
mentation of an interpretive ruling
allowing national banks to establish
CBCTs was introduced in the last
days of last year’s congressional ses-
sion. Among the sponsors of the bill
was Senator William Proxmire (D.,
Wis.), who assumes the chairman-
ship of the Senate Banking, Housing
and Urban Affairs Committee this
month.

The legislation would have de-
clared a moratorium on the estab-
lishment of CBCTs under Comp-
troller of the Currency James Smith’s
interpretive  ruling, issued last
month. Effective date of the mora-
torium would have been December
19.

Although no action was taken on
the bill, a similar bill is expected to
be introduced in the new Congress.

Missouri. He added that it’s also in ac-
cord with the public’s right to derive
benefits from changes in technology.

The Barksdale letter pointed out that
the commercial banking industry is un-
der competitive seige in many states,
including his own, in the competition
for consumer banking business. While
almost all banks, he believes, have a
progressive attitude and want to pro-
vide their customers with the best ser-
vices and maximum benefits, many of
their efforts are being frustrated. In the
meantime, he said, other nonbank fi-
nancial agencies and institutions are
moving ahead to serve the changing
needs and demands of the public.

Mr. Barksdale stated in his letter
that banks face certain competitive
handicaps. For example, he continued,
in Missouri, S&Ls enjoy liberal branch-
ing privileges and are allowed to estab-
lish satellite offices in commercial busi-
ness places. He pointed to the expand-
ing powers for thrift institutions,
including  third-party-payments  and
NOW accounts, as well as the Hinky
Dinky experiment in Nebraska, where
S&Ls have established POS terminals
in a food store chain. Mr. Barksdale,
according to his letter, believes the lat-
ter program will spread into other
states and expects the S&L industry in
Missouri to start similar activities in the
near future because it’s legal for it to
do so.

“In our opinion,” said Mr. Barksdale,
“the Comptroller’s interpretive ruling
is consistent with the requirements of
modern banking and the growing de-
mand of the consumer for convenience
banking. It will only be a matter of
time before our customers will come
to expect the availability of off-prem-
ises machines in connection with their
everyday financial transactions. If these
services are not offered by banks, the
customer will favor our competitors
who offer the conveniences available
from these devices.

“Because we believe that it will ben-
efit the entire banking industry and the
public, we are moving forward under
the Comptroller’s recent interpretive
ruling to provide off-premises electron-
ic services to our customers in the St.
Louis area.” * *
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Interstate EFT Network Is Announced
For Four Mid-Continent-Area States

AN INTERSTATE electronic funds
. network is being developed for
midwestern banks by Credit Systems,
Inc., a regional processing center for
Master Charge headquartered in St.
Louis. This network—in design stages
for a year—would have remote point-
of-sale (POS) terminals and automated
teller machines (ATMs).

Elsewhere in the Midwest, the Ne-
braska Bankers Association is going
ahead with its plans for NETS—Ne-
braska Electronic Transfer System. The
association, as of this writing, is having
its legislative committee prepare a bill
that would permit electronic remote
service units to be located off bank
premises and not be construed as
branches. This legislation is expected to
be introduced this month, according to
Russ Browne, vice president, Omaha
National.

There are six major sponsoring banks
for the proposed CSI network, three in
St. Louis—First National, Mercantile
Trust and Boatmen’s National; two in
Kansas City—First National and Unit-
ed Missouri; and one in Kansas City,
Kan.—Commercial National. The net-
work would embrace the CSI market,
comprised of Missouri, Kansas and por-
tions of Illinois, Kentucky and lowa.

If the sponsoring banks give the go-
ahead this month to the network, CSI
expects, by the fall of 1976, to be op-
erating 1,000 POS terminals and 30
ATMs—called Financial Convenience

centers—spread across its five-state
market.
As the CSI plan now stands, the

system would be set up on a free basis,
but participating banks would be
charged according to their deposit
bases, number of accounts they have in
the EFTS, debit cards in use and
number of transactions handled.

John G. Regan, CSI senior vice pres-
ident and project leader, pointed out in
a letter he sent last May to CEOs of
665 banks in CSI that his firm already
has “pioneered many of the essential
elements of an EFTS program—de-
scriptive billing, on-line data transmis-
sion, truncation of paper documents,
net settlement between members, etc.”

Mr. Regan’s letter said that addition
of a POS terminal system would pro-
vide another key instrument—a fully
operational EFTS operation for the CSI
market areas.

Mr. Regan foresees the system hav-
ing the capability of expanding in an
orderly fashion and offering additional
EFTS services such as merchant in-
ventory control, direct data capture and
posting of all debit and credit transac-
tions at the point of sale and interface
with local automated clearinghouses.

In addition to having support of six
major sponsoring banks mentioned
above, CSI is checking with lowa
Bankers Association representatives on
the latter’'s EFTS plan and a possible
tie-in with CSI’s program.

However, the lowa group has joined
the Nebraska Bankers Association in
forming the Mid-America Payments
System Committee, composed of six
senior bankers from both states who
will study a joint venture.

Nebraska System. NETS was started
late last year after a survey showed
that 85% of the state’s banks favored
encouragement of development of elec-
tronic banking on a state-wide basis.
NETS then proceeded to have an out-

‘Speed Banking® Introduced

The world of EFTS has come to American
National, Chattanooga, Tenn., which has in-
stalled and activated an on-line computerized
system linking the bank's central computers
to each of the bank's Teller 24 machines. The
“Speed Banking" program creates an auto-
mated total-teller terminal. By using one of
these machines, an American National cus-
tomer can receive instant, up-to-the-minute
balance information on all checking and sav-
ings accounts that have been encoded in the
magnetized brown stripe on the back of each
Master Charge or Teller 24 card. "Speed
Banking"” was introduced into the Chattanooga
market area with a heavy ad campaign that
included TV, radio, newspaper and outdoor
board advertising. Bank officials termed cus-
tomer response as "dramatic."

MID-CONTINENT BANKER for January, 1975

side contractor develop preliminary
systems design and standards. The next
step was preparation of the proposed
bill mentioned earlier in this article.

According to Mr. Browne of Omaha
National, NETS would utilize shared
transaction terminals to extend com-
petitively developed financial services
to consumers where and when they
want them. The terminals would enable
commercial banks to compete effective-
ly with S&Ls and other commercial
banks for customers’ business and mer-
chant relationships, he continued.

According to Mr. Browne, a coop-
eratively staffed and financed prelimi-
nary study has identified alternatives
and options that would facilitate this
competition. A minimal level of coop-
eration must be in evidence to define
operating standards that would permit
interchange of financial data. For in-
stance, said Mr. Browne, his bank’s
customers could use NETS terminals
anywhere in the state to accomplish
their basic transaction needs—to get
cash, make deposits or transfer funds.
He pointed out that an outstate banker
could retain his customers as they move
to or shop in the larger cities. All par-
ticipating banks then could compete
effectively with S&Ls in the consumer-
deposit marketplace, said Mr. Browne.

Mr. Browne emphasized that NETS
is not a public utility. It would include
only the transmission lines and switch-
ing system required to effect intrastate
financial transaction data flow. It would
not include terminals that would be
owned by individual commercial banks,
nor would it include ownership of any
of the switching hardware. The switch
would be operated by a third-party
profit-motivated vendor selected as a
result of competitive bidding. Operat-
ing standards and switching software
would be owned by the NBA to pro-
vide for maximum flexibility.

Nebraska, of course, is the home of
the famous First Federal S&L-Hinky
Dinky POS terminal program. Under
the latter, customers of First Federal
S&L (of Lincoln) can, by using special
plastic cards, deposit to or withdraw
from their S&L accounts at service
counters at Hinky Dinky supermarkets.
The transactions are made by store
personnel via on-line transaction vali-
dation terminals placed at each super-
market. * *

33

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



LEFT: Sen. Edward Brooke (at podium) was luncheon speaker at con-
He spoke on role of National Commission on EFT. At 1 in
and ABA Pres. George L
at conference were

ference.
photo are Garth Marston,
Whyel.

FHLBB director;
RIGHT: Participating in panel

Stephen C. Hansen,
Governors;
First Nat'l, Miami.
(from 1)

Where do we go from here?

FDIC; George W. Mitchell,
and moderator

v-ch.. Fed Board of

Harry H. Bassett, chairman. Southeast

ABA Payments System Policy Conference
Explores Complexities of EFTS

VARIOUS aspects of EFTS were ex-
plored in depth at the ABA’s Pay-
ments System Policy Conference, held
in the Chicago area last month. Some
450 bankers braved snow and a stacked-
up airport to attend the day-and-a-half
event.

What they came away with was a
vastly improved understanding of the
complexities of EFTS and related top-
ics and, perhaps, a general consensus
that the conference was only the be-
ginning of a long, involved process that
could turn banking on its ear.

The conference was subtitled “De-
cisions Needed Now!” and ABA Presi-
dent George L. Whyel, vice chairman,
Genesee Bank, Flint, Mich., outlined
questions that, he said, are far from
settled. They are whether to promote a
single system or several systems, how
to detect a pattern from the various
events in the EFTS area, what role
government decisions will play and how
that role will affect banks.

“But we cannot wait for conclusive
resolutions of these issues before plan-
ning our bank’s future,” he said. “If we
wait, we will find that our competition
has overtaken us and that we are merely
vestiges of a former age, using out-
moded payments system components.
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By JIM FABIAN
Associate Editor

We must begin making policy decisions
today, based on the best available in-
formation; and we must be willing to
re-evaluate these decisions in the light
of new information.”

Among the speakers, Barry F. Sulli-
van, executive vice president, Chase
Manhattan, New York, suggested that
bankers must distinguish between the
two elements of EFTS—-the mechanism

A demonstration of a terminal, typical of those
under consideration by NETS (Nebraska Elec-
tronic Transfer System) was on-line to Omaha
Nat'l during conference. Exhibit drew many
questioners.

and the financial product—and how
they relate to cooperation and competi-
tion. He said mechanics is an area
where cooperation can occur, but com-
petition is best as far as the product is
concerned.

It is crucial for senior management to
understand what is involved, he said,
because they are going to be called
upon to make fundamental and signifi-
cant decisions affecting their banks and
banking as a whole.

Edward E. Furash, senior vice presi-
dent, National Shawmut Bank, Boston,
pointed out that all banks are more or
less in the same boat and there is a
danger of compounding the problems
of all bankers in EFTS unless a com-
mon level of understanding is achieved
concerning both national and local prob-
lems. He cautioned against inadvertent-
ly throwing away opportunities to make
acceptable solutions that will work on
a long-term basis.

Clarence G. Adamy, president, Na-
tional Association of Food Chains, told
how technological progress in the food
industry has resulted in that industry
being prepared to accept a role with
the banking industry. He said super-
market customers could be offered more
convenience and a broader range of
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Our new programs may nhot be of direct help to
you, but they show this innovative marketing
and leadership techniques that have become
bywords... for the Fourth.

The Backscratcher

At the Fourth, we don't believe in giving peo-
ple something for nothing. They just dont
appreciate gifts that way.

So, we give them a free checking account if
they will help us in return.

What do they have to do for a free one? Just
leave $300.00 in their checking account all
of the time. Sound simple? It is.

If they leave $200.00 in their checking ac-
count, that account will cost them $1.00 per
month. With a$100.00 minimum balance, their
checking account will cost only $2.00. For any
balance below $100.00 the account will cost
$3.00.

If people scratch our back, we'll scratch theirs.
Free checking and a free backscratch-both to
let them go “backless” to the Fourth.

FOURTH
NATIONAL BANK
TULSA, OKLAHOMA

You'll never come back.
Member FD IC.
I A # <'» '\\H
&% ST1%IP%M.m
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services if an interface between the
checkout counter and financial institu-
tions was developed.

Luncheon speaker was Senator Ed-
ward W. Brooke (R.,Mass.), a mem-
ber of the Senate Banking, Housing and
Urban Affairs Committee. He said that
the most difficult issues affecting the
future development of EFT systems
concern who will have direct access to
these systems and under what terms
and conditions, as well as who will bear
the massive costs of their development.

There are also important and diffi-
cult consumer concerns of privacy and
security of financial records, he said.
For example, how can the individual
protect his financial privacy from un-
authorized intrusion if a computer is
capable of recalling every transaction
in which he was involved at the touch
of a button? How is he to be protected
against errors and various fraudulent
practices which may develop?

He outlined the function of the Na-
tional Commission on Electronic Funds
Transfers, composed of 26 members
representing government, banking and
consumers. The commission was au-
thorized by H.R. 11221, the Depository
Institutions Act of 1974.

He said the commisson is to consider
and recommend the appropriate role
of the federal government in the de-
velopment of EFTS in the areas of
preserving competition, prevention of
unfair or discriminatory practices,
the affording of maximum user and
consumer convenience, the impact
of EFTS on economic and monetary
policy, the ramifications of EFTS re-
garding international expansion and the
need to protect the legal rights of users.

The Hinky Dinky story was reviewed
by John E. Dean, executive vice presi-
dent, First Federal S&L, Lincoln,
Neb. He sees point-of-sale systems be-
ing influenced by innovative people in
the financial industry, regulators, the
judiciary, the Justice Department and
the consumer. He said that POS must
be able to operate in a real-term on-
line environment and there must be a
key to operate the system, a magstripe
card to activate it and the system must
be capable of permitting terminal shar-
ing.

Russell C. Browne, vice president,
Omaha National, reported on the Ne-
braska Electronic Transfer System
(NETS), which is a regional approach
to EFTS. He said the key fact of the
system is that the terminal must be
shared, but each bank is free to design
its own program of services, which pre-
serves the competitive angle. He said
NETS was developed because no single
bank in the system had the resources to
go it alone. He said NETS is an ex-
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ample of what banks can do in a rela-
tively short time period when they are
looking down their competitor’s gun-
barrel.

Donald |. Baker, deputy assistant at-
torney general, was unable to attend the
conference, but he sent his speech. He
said the Justice Department feels laws
should protect financial institutions only
where necessary to serve the consumer.
He said that, should a monopoly de-
velop in the early stages of EFTS, in-
novation would be impeded and the
consumer would suffer as a result. Com-
peting POS systems, he said, will gen-
erate incentives for each system to in-
crease its coverage and its market share
—as has been the case with credit
card systems. He predicted plenty of
opportunity for small banks to par-
ticipate in the technological changes
connected with EFTS.

Paul F. Glazer, senior vice president,
First National City Bank, New York,
warned against forcing standardization
of technological systems too early in
the development of EFTS. This would
stifle development, he said. Standardi-
zation should come only after the tech-
niques have been competitively tested
in the marketplace and been subject to
consumer acceptance. He said that com-
mercial banks’ long monopoly of third-
party transfers is dying due to tech-
nological change. He also said the con-
sumer is going to get what he wants and
needs, either from nonfinancial or
thrift institutions, unless individual
banks or groups of banks move to de-
velop competitive systems.

J. C. Welman Jr., senior vice presi-
dent, First National, Minneapolis, spoke
about the need for cooperative develop-
ment of EFTS. He said the present pay-
ments system does not include charge
cards and that these cards will not be
an integral part of the payments sys-
tem as it develops. He said the de-
mand deposit system contains more al-
ternatives and competition than the
present credit card system and that,
under the developing payments system,
the consumer must be assured of re-
taining these alternatives, provided on
a competitive basis. In order to achieve
this flexibility, he said, some standardi-
zation is necessary to prevent locking
the consumer into one system or an-
other.

Conference Chairman Richard D.
Hill, chairman, First National, Boston,
and chairman of the ABA Payments
System Policy Committee, summed up
the conference by saying bankers have
a lot to learn about EFTS. “We've
learned that the state of the art is
highly fluid. We believe now that there
should be room for cooperative systems

as well as individual systems, operated
in a highly aggressive, and possibly
innovative, manner.

“It is probable,” he said, “that third-
parties, or merchants, will insist on
single terminals with access to several
bank computers. This raises the fun-
damental question, Is EFTS a substi-
tute for the present checking system or
is it a new design for a totally new
banking system?

“We have learned that our regulators
are approaching the subject wth a
great deal of flexibility and with a
promotional flavor. This is good. We
don’t really know the responsive law,
because most of it has not been written
as yet. However, we have learned that
the law bends in a remarkable fashion
to the wishes of the consumer—witness
the NOW account situation.

“The public seems to be leery of
computer access to its checking accounts
unless it controls access at every step.
On the other hand, it seems to like
Hinky Dinky.

“Banks should not panic and rush
into elaborate hardware and EFT sys-
tems. But planning should begin yes-
terday. There is still time, but not much,
to spare. We are losing our monopoly
in the third-party payments system,
but we should not lose our ability to
innovate and market our services.”

Chairman Hill closed by saying he
expected this would not be the last of
the ABA Payments System Policy
Conferences. = =

Nuts and Bolts

(Continued from page 24)

services for its personal banker depart-
ment?

Mr. Rodgers: The future for personal
banking seems bright for a bank of the
size of Commercial National ($312
million). Our program can easily be ex-
panded into branches and the manag-
ers for these offices could easily be
chosen from individuals trained in per-
sonal banking techniques, should bank-
ing regulations permit full-service
branches in the future.

Our personal bankers provide the
bank with a ready-made sales force to
sell any new service as it is introduced.

There seems to be a great need for
more counseling services to assist peo-
ple with financial problems at all stages
of their lives. Our personal bankers are
in an excellent position to provide this
service and then cross-sell more spe-
cialized financial services. * *
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Mercantile can work for you.

We have what you need as a full
service correspondent bank
immediate response to any situation
... a staff able to solve your problems
...and more than willing to helpyou
grow through our resources and
expertise.

Mercantile Bank & Trust Company
1101 Walnut, Kansas City, Mo.

(816) 842-2000

Affiliate Mercantile Bancorporation
Member FDIC

MERCNHNTILE
B O IK
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Outlook 75

N LY s T e H I R T R e R T

Banks Brace for Challenging Year

Some Bright Spots Appear in Crystal Balls

Necessities Will Prosper,
Luxuries Will Stagnate

By MAURICE D. S. JOHNSON
Chairman
Citizens Fidelity Corp.
Louisville

NY ECONOMISTS believe that
the United States will have two
economies running side-by-side in 1975.
One, an economy of the necessities
including food, energy, transportation,
commodities and other essentials, will
be a high-priced, intensive economy.
The other will be the economy of lux-
uries, including jewelry, vacations and
other “expendable” choices that may
continue throughout the year in a de-
pressed state.

Kentucky leans more heavily to the
economy of necessities and, according-
ly, has a lively year in prospect in
1975. As the largest producer of coal
in the United States, the state is al-
ready heavily involved in increasing
production with new exploration, more
equipment, increased employment and
extensive research efforts to maximize
the utilization of coal. Tobacco, having
become a crop of necessity, will contin-
ue to be big in the state, as will the
distilling industry, production of grain
and utilization of pastures by the ex-
pansion of various livestock enterprises.

Another area of intensive activity is
in manufacturing. In the last decade,
Kentucky has become one of the bur-
geoning manufacturing states of the
Southeast, and much of it is essential.

(Continued on page 41)
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Sound Management Policies
Will Be Tested in 75

By MARTIN C. MILER

Chairman & President

Hibernia National Bank
New Orleans

T IS NOW no secret that the econ-
I omy is in what would appear to be
a “tailspin.” The extent and depth of
the dive—with the possible end crash
—is still open to question. Where does
banking stand? Where can banking
stand!!!

Inflation is, according to all of the
pundits, the precursor of our present
problem. Further, without curing our
inflationary ill, we can look forward to
no cure of the ultimate sickness, which
is recession-depression. In this frame
of reference, banking stands in a su-
preme position not only as the partici-
pating physician, but also as the bene-
factor, in the final analysis.

How can anyone with any common
sense make such a statement in a sit-
uation where we find bank after bank
crying about loan losses, quality of as-
sets and rising expenses?

Banking enjoys an environment few
other industries in this country have.
It is almost inflation protected. In a
product-oriented company, inventory
and inventory replacement suffer im-
mediately from a continuing inflation
relative to sales. In banking, on the
other hand, inflation only tends to ex-
pand the bank’s footings, both by need-
ed increases in deposits and, yes, re-

(Continued on page 41)
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Loan Demand Sluggish,
Inflation Will Be Cut

By WILLIAM F. MURRAY
Chairman
Harris Bank
Chicago

HE DECLINE in business activity

that characterized the national
economy at year-end is expected to
continue into the first half of 1975. In-
dustrial production is forecast to de-
cline by as much as 10%, and the un-
employment rate for the nation is likely
to rise to the 7%-8% range. As the na-
tionwide recession worsens, the slower
growth in incomes and rising unem-
ployment will impact various areas of
the Mid-Continent region to differing
degrees.

The housing industry, which ex-
tends throughout most of the region,
has been suffering from declining ac-
tivity for almost two years. A lack of
funds available for housing has been
a continuous problem during past
“boom-to-bust” economic cycles. For-
tunately for those areas affected by the
housing industry, it has been the first
sector to recover from past recessions.
If, as expected, the economy begins to
strengthen by mid-year, then those
areas directly affected by housing ac-
tivity should begin to see a pickup in
business early in 1975.

Although the main impact of slump-
ing car sales has been felt in Michigan,
industries directly and indirectly af-
fected by the auto sector are found in

(Continued on page 41)
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Five Prominent Bankers Assess Qutlook for '75

JOHNSON MILER MURRAY
Southwest Prospects Mixed; Recession Minimized
Oil Activity Bright Spot By Arkansas Growth
By LEWIS H. BOND By EDWARD M. PENICK
Chairman Chairman
Fort Worth National Bank Worthen Bank
Fort Worth Little Rock
BOND
HE PROSPECTS for the year RKANSAS’ strong long-term growth
ahead in the Southwest Metro- -trends have minimized the effects
plex, as the Fort Worth-Dallas area is of recent business cycles, and should
now called, are somewhat mixed. It ap- continue to do so. Moreover, we do not
pears that we are generally in better anticipate as sharp or as long a reces-
shape than many parts of the country, sion as some forecasters have predicted.
but a continued downturn in economic  The twin long-term problems of capital
activity is bound to have some effect, shortage and inflation will continue to
even on the strong level of business ac- dominate both national and regional
tivity we have enjoyed. economic planning.
Among the bright spots would be oil The sharpness of the recession will
activity and its associated service and cost us some jobs and income in the
supply functions. The increase in price  short term, and we will have some
of new crude has stimulated the search  marginal businesses fail. As the central
for new reserves, while the price in- Arkansas economy becomes more and
crease for crude from marginal wells more similar to the overall national
has encouraged producers to apply economy, we can logically expect that PENICK

modern, but expensive, recovery tech-
niques to the older fields that might
otherwise have been abandoned. If this
trend continues, substantial new re-
serves may be added, but this is a mat-
ter of years. It is hoped Congress will
not take actions that will curtail this
vitally needed activity.

On the agricultural scene, which is
big business in Texas, there is also
both good and bad. A generally poor
crop year is being completed, but re-
cent rains have improved the outlook
somewhat for 1975, both for wheat and
for ranch pastures. Farm commodities

(Continued on page 40)

business cycles will affect us more. But,
we are still more heavily tied to the
agricultural sector than is the nation as
a whole, and that sector looks pretty
good. Our exceptional income growth
in 1973, and part of that in 1974, can
be traced to agriculture.

Arkansas, including central Arkansas,
is still very acceptable to industry for
new locations and expansions, so we
will continue to get a share of what
expansion occurs. We do not anticipate
a sharp decrease in capital investment,
at least in many of the kinds of indus-
try that might invest here.

Overall, Arkansas’ economy should

MID-CONTINENT BANKER for January, 1975
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hold up comparatively well in 1975.
Our problem could still be one of sup-
plying the capital needs of our area.

Bank earnings in 1975 will depend
upon acquiring adequate deposits to
meet demand, controlling expenses and
upon how closely the interest rates ap-
proach Arkansas’ 10% usury “lid” on
lending rates.

Every bank will find it difficult to
keep expenses under control. Materials
expenses and trying to keep employees
and maintain their living standards,
without slashing the banks’ profits, will
be major management headaches. Late
1975 could well see money market
rates again exceeding Arkansas’ legal
limit, with funds outflow again affect-
ing our ability to finance local develop-
ment. Bank earnings will probably
"give” some to these combined pres-
sures. Much can depend upon the Ar-
kansas legislature’s attitude toward
negating the Brock bill. As for now,
Arkansas banks can compete for the
funds and make the loans that can
keep development going.

Problem Mitigated

The recession will only mitigate the
real long-term banking problem. The
huge capital needs of the 1970s and
1980s are not being, and will not be,
met by the equities market nor by re-
tained earnings. Thus, much of the de-
mand will be forced back into the
banking system, which is not prepared,
or even really able, to handle the load.
Much of the research concerning the
banking system, its structure and the
structure and performance of the sav-
ings and loan industry cites this prob-
lem and makes numerous recommenda-
tions for change. Many of these
changes will be legislated or mandated
in 1975 and 1976.

The challenge to bank management
will be to anticipate and be prepared
to adjust to the new climate. A con-
tinuing deluge of changed conditions
(EFTS, regulation Q, control of
RBHCs, interstate branching, new
bank-related activities, complete re-
structuring of allowed S&L activities,
etc.) are simply a part of the world
within which bankers must plan and
operate. A part of the cost will include
much more attention being paid to
both the regulatory and legislative
processes that are more and more af-
fecting our industry.

Interest rates will continue to soften
during the first quarter of 1975, al-
though not to the extent now generally
expected. The construction industry
has probably already bottomed out in
central Arkansas, on a seasonally ad-
justed basis, and should recover sharply
after the first quarter of 1975.
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Inflationary pressures will be increas-
ing rates again in the second half of
1975, which, combined with the long-
term capital demand, will continue to
cause capital to be both tight and ex-
pensive. Arkansas’ rigid usury provision
will continue to limit our ability to
compete for funds and to satisfy credit
demands.

After the first quarter of 1975, rates
paid for savings and time deposits will
be under upward pressure, with rates
dependent upon regulatory limits.

Even the enormously wealthy United
States has limits on what can be ac-
complished, at what cost, in any given
time frame. Obviously, we have lately
attempted too much. Somehow we
must find a way to balance the alter-
native costs of the various things we
are trying to accomplish.

The basic problem is our efforts
at income redistribution, particularly
through governmental transfer pay-
ments, complemented by large wage
increases. If we want to redistribute
income towards the poorer people then
we must take it from somewhere else.
Paying out government deficits that
cause inflation simply harm the whole
system while failing to redistribute at
all. In fact, the ending income distribu-
tion can be worsened, especially for
the elderly.

Examples are almost endless, but the
point is clear. So far, we cannot arrive
at a consensus about ivhat we really
want—even though we may have al-
ready legislated part of it—and cer-
tainly we have yet to prove our willing-
ness to accept the costs. So far we are
paying those costs in inflation, confu-
sion and unhappiness. It seems safe to
project continued inflation, confusion
and unhappiness—even in the midst of
riches—for yet a while. * *

Bond

(Continued from page 39)

prices, although down somewhat from
recent peaks, are still at historically
high levels. The cattle market, how-
ever, is a shambles, and it appears that
ranchers and feed lot operators are
still in for some difficult times until the
high cattle population is lowered to
more manageable levels.

The new Dallas-Fort Worth Airport
is now operating smoothly, and flight
activity is increasing steadily. The side
benefits of this outstanding facility are
just now beginning in terms of new
business for the area, and we expect
increasing benefits, particularly as the
economy returns to a more normal level

and corporate expansion picks up mo-
mentum.

One significant new plant for Fort
Worth will be started next spring—a
project of Motorola, Inc., which will
assemble communications equipment
and will employ around 3,000 when
fully staffed.

Auto sales and residential housing
are suffering in our area as they are
nationally, but there may be some re-
lief for housing in sight as lower rates
and a lessening of commercial loan de-
mand make more housing construction
funds available.

We have been fortunate that our un-
employment has lagged substantially
behind national averages. No area can
remain immune indefinitely from na-
tional trends, but if the economy bot-
toms out by mid-year, as many expect,
we may well escape the worst of this
situation.

There is some possibility, however,
that changes in defense spending could
adversely affect our unemployment to-
tals. As of this writing, it is not clear
whether funds previously authorized
for the F-111 and A-7 airplanes, both
of which are assembled in this area,
will be spent.

Fortunately, the widely diversified
manufacturing base that has developed
in recent years has sharply reduced
our vulnerability to cutbacks of mili-
tary procurement.

The outlook for our area banks in
1975, based on these trends, is reason-
ably good. Earnings so far in 1974
have been encouraging, and we would
expect this to continue into 1975 in the
absence of unforeseen changes. Loan-
loss problems do not seem to have been
as severe in Texas banks as in some
other areas, at least to the present.
Also, most major Texas holding com-
panies have concentrated on banking
services, and so have not been affected
by the problems which have involved
some nonbanking subsidiaries and
bank-sponsored REITs throughout the
industry. Many banks will take advan-
tage of the slackening of demand to
strengthen capital ratios and improve
spreads, while holding companies will
continue to consolidate and improve
efficiencies until a rising bank stock
market makes further acquisitions pos-
sible.

In summary: not an exciting growth
year and the possibility of more diffi-
cult problems than usual. But a good
basic economy to build on, which may
recover more quickly than some other
areas, and a reasonably good outlook
for earnings. = =
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(Continued from page 38)

the Mid-Continent area as well as
throughout the nation. At year-end,
sales of new domestic cars had fallen
to only 52 million units at an annual
rate or almost half the sales total for
1972. Sluggish sales have left auto
companies with about a three-month
supply of new cars on hand. While a
mild pickup in sales early in 1975 is ex-
pected, large inventories of new cars
will prevent any significant upturn in
production until later in the year.

Other durable manufacturers, such
as furniture and appliance firms, also
are unlikely to experience a pickup un-
til the latter part of this year. Even if
housing starts begin to increase early
in 1975, the units will not be complet-
ed and ready for furnishing until later
in the year.

As the economy weakens in the early
part of 1975, loan demand in the Mid-
Continent area is expected to be slug-
gish. Interest rates are likely to de-
cline, particularly in the short-term
area, where the prime rate could fall to
the vicinity of 7% by spring. In the
area of long-term rates, concern over
future inflation is likely to prevent any
significant easing.

A turnaround in interest rates is not
expected until business activity turns
the corner. Timing of the upturn is
highly speculative at this stage, since
the policies that would bring it about
are just now being implemented. Past
experience suggests a lag of about six
to nine months between changing pol-
icies and effecting an impact on busi-
ness activity. Continuation of the re-
cent moves toward monetary and fiscal
ease will allow for a recovery by the
spring or summer of 1975.

Most dark clouds have silver linings,
and the developing economic adjust-
ment is no exception. The current re-
cession is likely to cut the inflation rate
in half, thus helping to bring one of the
major impediments to financial stability
under better control. * e

Miler

(Continued from page 38)

sultant increases in loans.

Therefore, when we think of infla-
tion, we think of it as being bad. But
it is not necessarily bad for banking.
Rather, it is good for banks, if man-
agement has applied all the basic ten-
ants of bank management. As a result,
the inflation-stagflation environment of
1974 seems to have been very good for

the profits of those banks that are well
managed and rather bad for those that
have severe or questionable manage-
ment capabilities.

For 1975, inflation will tend to de-
crease by virtue of recessionary pres-
sure. Because of this, bank manage-
ment now will really be put under the
gun to maximize cost control, as well
as retain good quality business on its
books.

We can continue to look forward to
increasing loan charge-offs during
1975, increased costs to operate from
the labor and overhead sides and par-
ticular difficulties in acquiring new,
quality business.

The bank that is thinking at this
time is not looking toward an auto-
matic cutback across its stream of op-
erations, but—instead—a continuation
of productive management policies that
will not sacrifice long-term profits for
a short-term cutback in expenses or
panic in asset liquidation.

Probably the most important con-
sideration during 1975 will involve a
most pressing question to both man-
agement and bank operation—and that
is capital adequacy. Many banks, as we
know, are woefully deficient in main-
taining a capital-growth relationship
with their increasing deposit and loan
bases. This deficiency in capital con-
tinues to worry the regulators, has re-
sulted in refusal on the part of regu-
lators to approve applications for vari-
ous acquisitions and, in the mind of the
public, jeopardizes an individual bank
position, if it is subjected to excessive
loan charge-offs or other unfavorable
publicity.

This capital question is, and will
cause during 1975, a continuous pres-
sure on all banks that have been in a
constant growth mode to reduce their
growth levels. This pressure on slow
growth, of course, assumes that suffi-
cient business potential for growth will
exist during the year. We think it will.
It is merely a question of how the indi-
vidual bank attacks the problem.

We began this summary by looking
at the “doomsday” view—spiraling re-
cession-depression.  Actually, this is
something that ultimately will be ben-
eficial for the country—not as severe
as it would appear at first and a won-
derful opportunity to “clean house” and
reexamine values.

The real question, therefore, is do
we have bankers who can become busi-
nessmen and who can face their prob-
lems and conquer them? « «
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Louisville is the second largest manu-
facturing city in the South, and a ma-
jority of the manufacturing enterprises
are considered the essential type that
will continue to produce heavily dur-
ing the peculiar year just ahead. Al-
though construction will suffer, as it
will throughout the country, construc-
tion trades in the areas of coal produc-
tion, both in the eastern and western
ends of the state, will be active.

Banks will respond to this kind of
an economy with imaginative finan-
cial assistance to the mining, manufac-
turing and agricultural activities. There
will be a steady demand for financial
services, not only by commercial en-
terprises, but also from their employ-
ees. This possibly could be contrasted
with banks in some other areas of the
country where the economy is not
based on “necessity” as it is in a large
part of Kentucky. Earnings of most
banks in Kentucky do not depend on
foreign or nonlocal activity. Most banks
in the state had satisfactory experiences
in 1974, and this should continue in
1975. Since the demand for money will
be relatively firm and the substantial
part of this demand will be for loans
of more than one year, rates will be
satisfactory on the lending side, and
banks very likely will pay near maxi-
mum rates for time money they ac-
quire.

Banks throughout the state in late
1974 were tuned in to the growing
“essential” economy. Through the
highly developed correspondent system
that works so well in Kentucky, larger
banks were invited into the major cred-
its. Thus, financing of the expanding
coal-energy business was handled
largely within the state.

As in virtually all parts of the coun-
try, there are spots in Kentucky that
will be damaged by the slowdown in
consumer buying in 1975. In most
communities, the other more essential
businesses will compensate for this
slowness. Only in isolated cases does
it appear that a community will be
seriously damaged by the recession.

In taking a longer view, it is evident
that Kentucky will continue to thrive.
Coal, on the one hand, will pour more
and more funds into communities as
well as into the state treasury; the at-
tractive agricultural expansion possi-
bilities will stimulate more beef and
dairy activity, and the inviting climate,
transportation, labor supply and other
values will keep bringing new growth
into the state.

* e
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Outlook '75

Banking Association Presidents Cite Outlooks

For Coming Year in Their Specific Areas

EFTS, Lessening Loan Demand, Rising Delinquencies/ HC Expansion

Head List of Challenges to Be Met in 1975

Coping With Future Role of Banking

Requires Solution of Complex Problems

By HORACE H. HARRISON*
President
Bank Administration institute

T IS QUITE possible to define bank-

ing’s commercial sector in terms of
having an essentially dual role. One is
intermediation and the other is pay-
ments. Intermediation is the classical
receiving of deposits and making of
loans. The payments side of our busi-
ness is our third-party-payment power,
which is a fancy way of saying that
some 80-90% of all payments are made
through checking accounts at commer-
cial banks.

Paper volumes from all this are enor-
mous and still growing at compound
rates. Processing is labor intensive, and
because of this and many other rea-
sons, processing costs—and errors—are
rising far too rapidly.

In short, banking’s systems for han-
dling this paper—the traditional com-
binations of people, equipment and
procedures—are just not working as
well as they must, if we extrapolate the
# Mr. Harrison is executive vice president,

United Virginia Bankshares, Inc., Rich-
mond.
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anticipated volumes of a few years
from now.

So we are beginning to study hard
to set up electronic networks for trans-
ferring payments, and we call the col-
lective efforts EFTS, or electronic
funds transfer systems. In simplest
terms, we want to have computers take
over a larger role in transferring mon-
ey from one place to another—between
banks and between accounts within a
bank—so that we won’t have to rely
so heavily on pieces of paper to do the
job.

This is an enormously complex series
of tasks, with most of the work to date
really still classifiable as experimental.
Automated clearing houses (or ACHs)
are now beginning to process meaning-
ful volumes of transactions in some
parts of the country. Many banks have
installed unmanned electronic tellers,
and a few are even on-line to com-
puters. Apart from the finance indus-
try, the retail trade industry is mov-
ing rapidly with on-line cash registers
and other terminals. In Nebraska, two
Hinkv Dinky grocery stores are con-
nected on-line to a computer at an
S&L. And social security payments are
being made directly to deposit accounts

in many institutions—without checks
being issued.

More and more banks will be look-
ing at their service packages and in-
tegrating groups of separate services
into single account, customer-oriented
ones. Service-charge philosophies will
undergo greater scrutiny as the impact
of sharply rising service costs becomes
more clearly defined. Even branch
strategies will be reexamined—particu-
larly as the understanding of EFTS
grows—for surely the typical branch
being built today, with a depreciable
life of 30 years or more, is not likely
to be what is really needed in even
half that time.

This year probably will see a con-
tinuation and extension of all these
kinds of effort. Still out in the future
lie solutions to such problems as how
best to link together, regionally or na-
tionally, these various isolated kinds of
activities. Obviously, there is always
the problem of sheer cost. EFTS, by
the time it can be considered “mature,”
will have cost billions. And part of the
dilemma to be faced is not so much the
actual dollar magnitude, vast as it may
be, but the consequences of failure to
do something. If our present transfer
systems cannot forever handle the vol-
ume growths, then we must change
them somehow. Some form of EFTS
seems to be the only viable answer.

And what of the consumer, the user
of all these things? At the moment, he
is not enthusiastically embracing all the
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underlying ideas—for many reasons.
Most of them boil down to a percep-
tion of complexity and “change”—both
of which are negative impact elements.
So the effective marketing of EFTS
and other changes will be very impor-
tant if we are to make a successful
transition from the old ways to the
new.

All this adds up to a series of chal-
lenges to banking. They can—indeed
they must—be met. * *

HARRISON DYER

Modest Rise in Commercial Loans Seen

As Lenders Assume Cautious Stance

By FRANK R. DYER JR.*
President
Robert Morris Associates

W ITH the nation facing the longest
recession since World War |1l
bank lenders are predicting that their
1975 commercial loan portfolios will
increase—but only modestly over 1974.

The mood among lenders is one of
caution, tightening up, retrenching, a
slowing down of the rapid market and
product expansion that has character-
ized the banking industry for the last
decade. Concerns have developed with
respect to capital adequacy and loan
quality, with government dictated
credit controls and overerosion of con-
fidence in banking by the private and
public sectors.

The outlook for the economy, at
least through the first half, is for con-
tinued sluggishness. In the second half,
we should see a moderate upward turn
in business activity. However, it's like-
ly that real GNP, for the year as a
whole, will decline from 1974’s level.

Inflation should ease from the dou-
ble-digit proportions in 1974 to the vi-
cinity of 7% to 8% in the second half.
But that is still a troublesomely high
rate and will continue to influence our
lending policies in a major way.

Rumblings for governmental credit
allocation are ominous. This step is un-
necessary and could, in fact, be coun-
ter-productive. The current period of
economic stress already has led us to
adopt restrictive attitudes in lending,
particularly with respect to loan pur-
pose. For months now, we have been
highly selective in extending new com-
mitments and have been giving close
scrutiny to requests for additional
funds from existing customers. We are
going to see that proper credit needs

* Mr. Dyer is executive vice president,
Philadelphia National.

are met, but no more. | think this will
be a healthy development. Although
Federal Reserve policy is moving to-
ward ease, most lenders agree that re-
strictive policies will continue in the
face of economic concerns and re-
straints imposed by capital.

Accompanying a faltering economy
will be a weakening in commercial loan
demand. The 15% to 20% increase in
our totals during 1974 may well trans-
late to a rise in the area of 5% this
year. Additionally, this sluggishness
could continue for a period following
the recession.

Contributing to the reduced demand
will be a curtailment in growth of re-
ceivables, as sales levels soften, and in-
ventory liquidation at all levels, manu-
facturers through retailers.

We also may expect our corporate
customers to seek to enhance their li-
quidity by acquiring funds in the long-
term debt market, even if these rates
remain high. An active commercial pa-
per market with something like the his-
torical spread in interest costs also will
serve to ease the demand pressures on
the banking system.

Loan demand also will be dampened
by a tapering off in capital expendi-
tures as reduced levels of output and
lower corporate profits cause some can-
cellations and deferrals of currently
planned expenditures.

I would expect reduced demand in
the following loan categories: consum-
er-related industries, such as appli-
ances, furniture, electronics—at the
manufacturing, wholesale and retail
levels; the chemical industry, such as
synthetic fibers and paints, and auto-
mobile supply and accessory-related
companies. All will be adversely affect-
ed by the weakness in consumer spend-
ing, especially in the first half.

One of the most likely areas for
stronger loan demand may be the con-
struction and building materials sec-
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tors, if, as projected, housing starts pick
up by the second half. However, the
lead time required to get housing un-
derway again will affect the timing of
this potential demand.

Continuing on the demand side, |
look for strength in the following cate-
gories: energy and energy-related in-
dustries, such as petroleum, utilities,
steel, mining; loans to finance the bal-
ance-of-payments deficits of oil-import-
ing countries; the mass transportation

(Continued on next page)

The Outlook for Bank Profits

Despite the fact that bank earn-
ings have been on the upswing,
profit margins have been declining,
said William T. Dwyer, vice presi-
dent, division F, First National,
Chicago, at the bank’s annual Con-
ference for Bank Correspondents.

The margin of profit for all in-
sured commercial banks fell from
about 19% in 1968 to about 12% in
1973, he said.

The outlook includes a diminish-
ing asset growth, which will force
bankers to seek alternative ways to
maintain and increase profitability,
Mr. Dwyer said.

He outlined four points for better
management that could result in in-
creased profitability during a period
of slower asset growth.

1. Reprice products to create ad-
equate margins on each identifiable
product. Recognize “loss leaders” and
compensate for them. Insist on bal-
ances sufficient to assure profitability
for all services provided.

2. “Unbundle” products where
possible to create more products and
packages to increase market penetra-

tion through tailored service rela-
tionships.
3. Discontinue products if they

cannot generate needed profits.

4. Evaluate expenses and elimi-
nate those caused by overlap. Check
EDP systems to make sure they are
not too advanced for the bank’s
needs.

Better management is the key to
increased profits, he said.
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industry and food and allied industries.

What about interest rate levels in
1975—notably, prime? Short-term rates
can be expected to decline in response
to a slack economy, weak loan demand
and an easier monetary policy. The de-
cline should continue through the first
half of 1975, although the downward
movement probably will be limited by
the continued high rate of inflation.
The prime rate could hit a low point
of around 8% at mid-year but then
start to rise again, slightly, as the econ-
omy strengthens.

Finally, as | look into 1975, | see a
continuing and increasing emphasis by

banks on loan quality and on loan pric-
ing. Quality—because we manage the
bank’s ‘risk” assets, and our first re-
sponsibility is the safety of our depos-
itors’ money. Pricing—because this is
a key factor that affects our bottom-
line performance. Ultimately, it will be
our earnings record that will attract
needed capital into the banking system.

The key word for commercial lend-
ing in 1975 is “perspective.” Does it all
make sense, not only from an earnings
viewpoint, but also in the context of
the bigger picture: our communities
and the essential needs of the econ-
omy? * e

Threats to Independent Banking Wane

As Fed Curtails Expansion of HCs

By EMBREE K. EASTERLY*
President
Independent Bankers Association
of America

HANGE is constant and inevitable.

Change is also mysterious. It is so
complex that very little is known about
how to effect change.

As a banker, | am interested in a
change that seems to be taking place
because of a complex interaction of so-
cial and economic forces. | refer to
America’s long honeymoon with big-
ness in business, labor unions and gov-
ernment. Concern about inflation, jobs
and shortages of food, oil and other
products has caused Americans to take
a long, hard look at bigness and bu-
reaucracy in all sectors. The signs are
apparent. Consumer groups are de-
manding that competition be restored
as the great regulator in many con-
centrated industries. A sense of mis-
giving over concentrations of power is
on the rise in Congress. An inflation-
wearv public is becoming increasingly
aware that supply and demand factors
don’t always work in highly concen-
trated industries, as evidenced by au-
tomobiles that have increased in price
as sales have declined.

Our nation is fortunate to have a
banking system that is competitive and
not controlled by the few. Americans
are served by some 14,200 separate
banking organizations, 85% of which
have less than $25 million in deposits.

In this period of economic uncer-
tainty, it’s the country banks that have
provided the liquidity and the stability
in our financial system.

* Mr. Easterly is president, Capital Bank,
Baton Rouge, La.
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I don’t need to relate here the night-
mare of some recent giant bank fail-
ures. Yet our financial system remains
sound, thanks in no small measure to
a banking structure that diffuses bank-
ing resources among thousands of com-
petitive independent banks, rather than
concentrating them in a handful of fi-
nancial monoliths.

The greatest threat to survival of in-
dependent banking continues to be the
expansion of multi-bank holding com-
panies, but there are signs that the
pace of growth is slowing.

The Federal Reserve—for years an
aggressive proponent of group banking
—has begun applying the brakes to
multi-bank HC expansion. In a dra-
matic turnabout within four weeks this
fall, the Fed turned down applications
for overseas expansion of four of the
nation’s largest bank holding compa-
nies on grounds the proposed moves
would drain too much capital. Subse-
guently, the Fed began denying some
domestic holding company acquisitions
for capital reasons.

The most forceful appeal for a cut-
back in holding company expansion
was voiced recently by Federal Reserve
Governor Robert C. Holland. He said
expansion of holding companies has
been fueled in large part by bankers
seeking bigger profits for their holding
companies in other fields, at the ex-
pense of building capital and liquidity
in their banks.

Buttressing our work at the national
level are state associations of inde-
pendent banks, which have practically
exploded on the scene recently. With-
in the past two years, 12 such associa-
tions have been formed and have
scored some outstanding successes in
legislative battles.

In the 41 states comprising the
IBAA membership area, there are now
22 state associations of independent
banks. Partly as a result of their ef-
forts, a number of state legislatures
have adopted or are considering multi-
bank holding company control laws to
give states a voice in a regulatory re-
sponsibility that is otherwise in federal
hands.

Another indication of a new zeal
among independent bankers is the
growth of our own association—we
now have passed the 7,300 mark in
member banks, an all-time high.

One of the more encouraging pieces
of legislative news for independent
banking in 1974 was passage by Con-
gress of the Depository Institutions
Amendments Act. The IBAA was active
both in originating and supporting sev-
eral provisions of the act, such as ex-
emption from the Truth-in-Lending Act
of agricultural loans exceeding $25,000;
modification of the public fund insur-
ance provision; Regulation Q extension
and the granting of authority to the
Federal Reserve to supervise HC sub-
sidiaries.

But perhaps the most far-reaching
of the act’s provisions was creation of
the National Commission on Electronic
Funds Transfers, an idea originally
suggested by the IBAA to the Federal
Reserve and later to Congress.

After a two-year study, the commis-
sion will report on all aspects of EFTS
to Congress. During this period,
changes in the present funds transfer
system are to be kept to a minimum.
Findings of the commission and the de-
lay will give banking, and particular-
ly the smaller banks, much-needed in-
formation and time to prepare for elec-
tronic funds transfer.

It would appear now that the mov-
ing forces behind EFTS have been the
Federal Reserve Board, the national
bank credit card organizations and the
big banks that have an active interest
in laying the foundation for interstate
banking. Standing in the wings are the
thrift institutions that would like to
use EFTS to extend their asset powers
further into the commercial banking
field.

As far as users of the payments sys-
tem are concerned—consumers, retail-
ers and large corporations—there has
been no evidence of real interest in
promoting EFTS, since there are no
apparent benefits of lower costs or bet-
ter financial service flowing from the
new system.

It should also be noted that no one
has yet demonstrated that our financial
system is in even remote danger of col-
lapsing from the weight of paper in
the next 10 years if EFTS is not intro-

MID-CONTINENT BANKER for January, 1975

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



duced.

Independent bankers are not op-
posed to any innovation that will help
us serve our customers better, but our
association firmly believes that the Fed-
eral Reserve was moving too fast into
an area that had not really been ex-
plored from all angles. The National
Commission on EFTS will give bank-
ers and the public time and informa-
tion to adjust to EFTS, if it is deter-
mined that such a system is in the pub-
lic interest.

The times are indeed changing. We

feel the American people desperately
want a sense of participation in the
political, social and economic institu-
tions that control their destiny. Rank-
ing is one institution that remains hu-
man-sized and thus responsive to indi-
viduals. We believe the American peo-
ple want to maintain a diffused bank-
ing system. The problem is, the wants
and needs of the people do not always
fit the conveniences of the giant insti-
tutions that serve them. The question
is, who has the most power? And who
is serving whom? * *

Collection Problems Will Be Intensified

As Lenders Try to Cut Delinquencies

By ROBERT E. TOBEY*
President
Consumer Bankers Association

HE YEAR 1975 may well prove to

be the most challenging that in-
stallment bankers have ever faced.
Even a very cloudy crystal ball enables
one to predict a continuation of cur-
rent conditions, none of which are con-
ducive to a profitable and relatively
trouble-free consumer lending opera-
tion.

Problems confronting the housing,
automobile and appliance industries
and other consumer-related businesses
will continue to drive new loan volume
downward. A portion of this effect on
outstandings will be offset by an in-
crease in size of the average contract
(higher prices) and a reduction in
monthly liquidations (longer terms).
The net effect, however, will be sharp-
ly reduced retail loan outstandings.

According to national statistics, un-
employment will exceed 7% with some
local situations approaching twice the
national figure. Underemployment is
much more pervasive than is unem-
ployment, and the effect on the indi-
vidual’s ability to repay his obligations
can be almost as great. We already
have experienced some of these effects
in our collection efforts.

It is safe to assume that present col-
lection problems will be intensified dur-
ing the first half of 1975. Unless there
is some interruption in the normal pat-
tern, record delinquencies will be close-
ly followed by increasing numbers of
repossessions and losses.

Where in this bleak picture are the
challenges and opportunities? Again,
despite the cloudy state of my crystal
ball, it is safe to predict that few indi-

* Mr. Tobey is vice president, National

Bank of Detroit.

viduals will not be substantially affect-
ed by these economic conditions dur-
ing the coming year. Many bank cus-
tomers already are deeply concerned
over the increasing difficulty in at-
tempting to provide the basic necessi-
ties for themselves and their families
and still have enough disposable in-
come left over with which to meet the
variety of obligations they assumed
during a time when circumstances were
more favorable. Many more will be
similarly affected in 1975.

Here is an opportunity for bankers
to strengthen their relationships with
these customers and perhaps interrupt
the rising trend in delinquency, while
minimizing losses and repossessions.

Historically, the quality of collec-
tion effort has been measured in terms
of past-due percentages. Collectors
know this, and their approach to cus-
tomers has been limited too often to a
discussion of when past due payments
will be made, with little if any time
spent in the determination of why the
delinquency occurred.

To reverse this and thereby permit
bankers to take maximum advantage of
this opportunity to be of service to
their customers and communities, |
urge them to consider the following
steps:

1. Review philosophy and policies:
Secure necessary approvals to adoption
of a flexible policy concerning the han-
dling of delinquent accounts that has
as its raison d’etre the identification
of the problem behind the delinquency
and the consideration of all possible
solutions thereto including: extension
of payments, rewrites (for whatever
term is required), debt consolidation,
if warranted, or referral to a nonprofit
debt prorating organization.

2. Reverse attitudes on the part of
all collection personnel: Devise and im-
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plement a “reward and incentive” pro-
gram for collection supervision and
staff for the resolution of collection
problems using more imaginative meth-
ods than repossession, charge-offs or
forced personal bankruptcy.

3. Train: Instruct current and future
collection personnel in use of alternate
procedures and practices designed to
offer relief to hard-pressed customers.

4. Communicate: Transmit these
changes to your customers via media
advertisements, letters, notice language
—everything that will convince the
customers of your willingness to listen
with sympathy and act with compas-
sion in the resolution of their problems.

Learn to live with a slightly higher
delinquency percentage and harvest
the rewards of fewer repossessions and
losses, and a multitude of satisfied cus-
tomers in the years ahead.

This is the challenge and the oppor-
tunity ahead for installment bankers.
Let’s respond to it! e =

Conferences Scheduled
On Planning, Policy
By S.W. Foundation

The Foundation of the Southwestern
Graduate School of Banking at South-
ern Methodist University, Dallas, will
hold a conference on planning and ex-
ecution of policy in small- and medi-
um-sized banks October 12-15 at Tan-
Tar-A resort, Osage Beach, Mo. CEOs,
senior officers, directors and their
spouses are invited.

The same conference and program
will be presented at an earlier date,
March 2-5, at the Greenbrier, White
Sulphur Springs, W. Va.

Seminars at the fall conference will
include planning strategy and executive
control of growth, expenses and profits;
manpower development for growth and
continuity;  planning the  banking
house, including site selection, facility
sizing and financing; and scheduling
capital requirements, valuation of bank
stock and marketing of bank issues.

Faculty members of the conference
will include Lovett Baker, president,
Federated Capital Corp., Dallas; Fred
T. Brooks, president, Merchants State,
Dallas; Quinton Thompson, regional
director, FDIC, Dallas; Ronald A. Ter-
ry, chairman and CEO, First Tennessee
National Corp., Memphis; Eugene L.
Swearingen, chairman and CEO, Na-
tional Bank of Tulsa; Robert Y. Empie,
president, Stock Yards Bank, Oklaho-
ma City; James H. Denman, presi-
dent, Citizens State, Nevada, Mo.; Ger-
ald R. Sprong, president, American
National, St. Joseph, Mo.; and Donald
M. Carlson, president, EImhurst (111
National.
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Outlook '75

Sluggish Economic Performance Seen for 75;

Modest Growth Forecast Until

76

Easing of inflationary pressures should occur

YEAR AGO, there was growing un-

certainty about the course of busi-

ness in 1974. Would there be contin-

ued growth or would the economy slip
into a recession?

The right question was posed, but
the answer fell wide of the mark. | sug-
gested that the historical odds favored
continued growth, albeit at a slower
rate.

Business, instead of growing, de-
clined sharply. In short, the economy
skidded into a recession!

Output dropped in the first quarter
of the year at a 7 annual rate. Addi-
tional declines in the second and third
guarters reflected the continuation of
a trend that had been underway for
about a year and a half. Real output,
which is output adjusted for price
gains, rose at an 8% annual rate in the
first quarter of 1973 and has dropped
fairly steadily since.

This decline in output was one of
the sharpest in the postwar period and
was contrary to what typically occurs.
Eighty percent of the time, output
rises as more people are employed.
As a consequence, we produce, distrib-
ute and sell more goods and services.

Despite this decline in output, in-
flation accelerated and caused consum-
ers and businessmen to alter their
spending and investment behavior.
Householders and businessmen alike
found that their dollars bought less.
About the only place that wasn't true
was the stock market, where bargains
abound.
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By WILLIAM J. KORSVIK
Vice President
First National Bank
Chicago

The decline in activity is likely to
persist in the months ahead, but the
drop probably will be smaller than
we’ve experienced so far.

In many areas, business will bump
along, moving sideways. It is difficult
to imagine the automobile industry, for
example, getting any worse than it is
today.

The best we can expect, therefore,
is only very modest growth in the next
15 months.

= Industrial production, which mea-
sures the physical output of our na-
tion’s factories, mines and public util-
ities, dipped in October, and currently,
the index is down about 3% from its

This article is adapted from remarks made
by Mr. Korsvik at the Conference of Bank
Correspondents sponsored by First Na-
tional, Chicago, last November.

peak in November, 1973.

e Employment growth has slowed.
As a result, unemployment has moved
sharply higher. Over 5.5 million are
without jobs, which is 6% of the labor
force.

= Personal income continues to rise.
Inflation has cut buying power, but this
factor will improve as inflation slows,
which it will.

« Retail sales in 1974 are up about
7% over the same period in 1973. Ex-
cluding auto sales, the rise is about
11%. Surveys and the press suggest
growing resistance to price rises, which
also is likely to force an easing in in-
flationary pressures.

For the year ahead, our expectation
is for a further rise in consumer ex-
penditures. Moreover, since we antici-
pate an easing in price pressures, sales
in real terms should improve and will
be one of the forces of relative strength
in 1975.

Before leaving the consumer sector,
let me comment on housing starts.
They are down sharply. Until the mort-
gage money situation deteriorated last
spring, it appeared that starts had bot-
tomed out. With mortgage money tight
and rates high, recovery was delayed.
Our judgment, however, is that a year
from now, starts will be up. Mortgage
money will be more readily available,
and rates will be no higher, perhaps
even slightly less expensive. The pres-
ent decline in short rates aids this ex-
pectation.

Because of and

shortages rising
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prices, businessmen have invested sub-
stantial sums in inventories in order to
service sales. In the aggregate, inven-
tories appear to be in reasonable bal-
ance with sales, but the picture is con-
fused. It seems reasonable to conclude,
however, that businessmen will not be
buying goods in order to add to their
inventories; but, instead, will be striv-
ing to reduce the amount of goods they
have on hand. Therefore, they will not
be an expansive force in the economy.

Surveys of businessmen indicate a
continued rise in plant and equipment
spending. However, new orders for
capital equipment have leveled off. In-
flation, moreover, is distorting this pic-
ture, so there is likely to be little gain
in fixed investment real terms, although
outlays will be up about 8%

In the aggregate, outlays by consum-
ers, businessmen and government sup-
port the expectations of some resump-
tion in real growth in the next 18
months after the rather sharp drop in
1974. Further declines are likely into
next year, with growth thereafter aver-
aging considerably below our historical
experience.

As a consequence, a decline in real
output of about 2% will be recorded
for the year 1974 in contrast to our his-
torical experience, which has been an
increase of 32 to 4% Thus, while
1975 will be a lackluster year in terms
of real growth, it will be an improve-
ment over 1974!

Let me comment briefly on inflation,
a source of concern to all of us, and a
factor that has distorted much of the
reported behavior of the economy.

Consumer prices in  September,
1974, were about 12% above Septem-
ber, 1973. Wholesale prices were about
15% higher.

In the past year, prices were increas-
ing at an accelerating rate. There is
some evidence that this has been halt-
ed. Behavior of commodity prices indi-
cates this.

Inflation is a concern, and rightly so.
It has given rise, moreover, to the dire
forecast of a new era of double-digit
inflation. This seems to me to be a
gross exaggeration.

Typically, in this country, we pro-
duce about 3% to 4% more goods and
services each year. To keep the price
level about constant, the supply of
money and credit ought to grow 3% to
4% annually. If it grows more rapidly,
prices will rise; but, usually, only by
roughly the amount of excess growth.

Between 1952 and 1965 the money
stock—deposits and  currency—rose
about 4.6% per year. Output rose 3.5%
annually. Prices during that period
were about constant, rising on average
13% per year. Thus, the increase in

money and credit about equaled the
rise in output and prices.

In the past four years or so, deposits
and currency have grown at a 9.8% an-
nual rate. This would finance the 4%
growth in output—which actually aver-
aged 3.1%—and about a 6% rise in
prices. In fact, consumer prices have
increased at a 6.6% annual rate. And
again, the rise in money and credit
about equaled the increase in output
and the gain in prices.

In the past year, the growth of the
aggregates has slowed. Deposits and
currency have increased at an annual
rate of 84% The Federal Reserve
gives every indication of pursuing this
less expansive policy. This slower
growth in money and credit does not
suggest a continuance of double-digit
inflation. As a matter of fact, the rate
of inflation in the past year was greater
than might have been expected from
the growth in money and credit. It
probably reflected the short-run influ-
ence of other non-recurring factors—
such as controls, devaluation, harvest
shortfalls—to mention but three.

Thus, while no one can accurately
forecast when inflation will drop, his-
tory, logic and common sense tell me
that it will drop.

To argue that two-digit inflation is
here to stay, and that it is a new way
of life, demands that the Federal Re-
serve embark on a wholly irresponsible
expansive spree. Or it demands that his-
tory is no guide to the future. Neither
is very likely.

The inflation outlook also impinges
on interest rates. Just as | believe we
are not in a new era of double-digit in-
flation, | also am not persuaded that
recent levels of interest rates are here
forever. ° *

Valley National of Phoenix
Negotiates Joint Building
Ownership With Prudential

PHOENIX—Valley National and Pru-
dential Insurance recently signed pur-
chase agreements resulting in a joint
ownership of Valley Bank Center here.

Under the arrangement, Prudential
will purchase the land on which the
downtown office complex stands, the
parking garage and portions of the 40-
story tower for $32 million. The joint
ownership will be accomplished under
the state’s Horizontal Property Regimes
law.

Bank officials felt that the capital re-
ceived could be put to better use for
the bank’s benefit than to have it tied
up in nonbank office space. Valley Na-
tional will still own and control that por-
tion of the building comprising its
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Shown here are Valley Bank Center and eight-
story parking garage in Phoenix, subject of
recent joint ownership purchase agreement be-
tween Valley Nat'l, Phoenix, and Prudential
Insurance.

new headquarters.

The sale will include two blocks of
land and the eight-story parking build-
ing. About one quarter of the 40-story
Bank Center tower is to be held in
common by the two companies, with
the balance shared nearly equally. Own-
ership of floors three through 12, pub-
lic use areas and floors 36 through 40
will be retained by the bank.

Valley National will have the option
to lease back the garage, land under
the tower and a portion of the tower
space purchased by Prudential, on vary-
ing terms and conditions. The bank
will also have the opportunity to buy
back Prudential’s portion at market
value and will have first refusal to buy,
should Prudential wish to sell all or
any part.

Bank Has Home-Ec Display

Detroit-area junior-high home economics stu-
dents are shown with their handicrafts recently
displayed by Manufacturers Bank, Detroit. The
exhibit showed progressiveness of today's
schools, and emphasized career aspects of
classes.
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Outlook 75

Reduced Interest Rates Predicted
With Reasonably Strong Credit Demand

Tightening of corporate balance sheets predicted

HE TRAUMA caused by the year

1974 will leave an indelible mark
upon the minds of bankers around the
world. The impact and reverberations
of the current economic dilemma are
far from being solved, and the emerg-
ence of new forces from the heretofore
unrecognized areas of the world is set-
ting into motion multiple and complex
social and economic problems which
will have an effect upon all of us.

In fact, the present scenario is a
product of our own design. It did not
happen overnight. It is not the result
of any one incident. And it is not the
creation of a misguided individual or
individuals, but rather it is the harvest
of our lack of discipline, desire to ig-
nore economic reality and the failure
to recognize certain structural changes
which have been occurring in our econ-
omy.

My charge is to sketch an interest
rate and credit demand outlook. |
would like to begin with a word of cau-
tion, noting that the forces, which
you generally encountered and which
have had an effect upon interest rates
and credit demands, have resulted
mainly from domestic economic poli-
cies. But in the future, you as bankers,
regardless of your institution’s size,
must become more and more cognizant
of the international forces which will
impact upon capital requirements and
their related cost.

Turning our attention first to the fed-
eral government, we know that it has
been running a deficit for many years,
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By NICHOLAS J. DelEONARDIS
Vice President
First National Bank
Chicago

with the exception of 1969. However,
again | must point out to you that the
true size of the deficit is distorted since
the financing needs of the various
agencies are not included in the ‘uni-
fied” budget. For fiscal 1973, the fed-
eral deficit amounted to $14.3 billion,
but if we were to add the amount of
government-sponsored agency financ-
ing which was done during that same
period, the deficit, in reality, was more
like $23.7 billion. The deficit for 1974
is now recorded at $3.5 billion, but if
you add the activity of the “major
agencies" only, it comes out to be more
like $17.6 billion.

The deficit for fiscal 1975 is project-
ed at $11.4 billion, but although a

This article is adapted from remarks made
by Mr. DeLeonardis at the Conference of
Bank Correspondents sponsored by First
National, Chicago, last Novetnber.

little more than seven months remain
of the current fiscal year, the budget
plan does not as yet seem to be final-
ized. The Administration is proposing
that spending be reduced from over
$305 billion to $299 billion, but, while
this would reduce the deficit by $6
billion, total spending would still be an
increase of 11% above fiscal 1974 out-
lays. How successful the President will
be in cutting expenditures, only time
will tell, but regardless of the final fig-
ure, the deficit for fiscal 1975 could
range between $22 to $28 billion,
when combined with projected agency
financing.

The Congress is empowered, under
the Constitution, to control the “purse
strings,” but past activity would seem
to demonstrate gross negligence of
this charge. As economic activity ex-
pands and analysis becomes more com-
plex, we cannot hope to achieve a sem-
blance of reasonable stability in the
years ahead unless we make a con-
crete attempt to control the overall
budget process and coordinate all as-
pects of fiscal and monetary policy.

Contrary to the federal government,
our state and local governments have
been attempting to come to grips with
spending. Perhaps local officials have
been more attuned to the mounting
displeasure of their constituencies.

This area of public finance seems to
have stabilized at current levels, and
for 1974, total demand should peak be-
tween $13 billion to $14 billion, with
1975 running between $14 billion to
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'We are faced

with a paradox regarding the outlook

for interest rates. manifested by a continued strong de-
mand for credit and a downturn in economic activity/

$15 billion. There continues to be a
shift in the composition of municipal
financing, with school and public hous-
ing requirements continuing to decline,
while environmental needs have in-
creased.

Leaving the problems of the public
sector, we find our nation’s corporations
have been having difficulty adjusting
to the pressures of a highly expansive
economy.

By using two simple ratios, the “cur-
rent ratio” (total current assets divided
by total current liabilities) and the
“quick ratio” (cash plus government
securities divided by total current lia-
bilities), we can begin to see some
tightening in the corporate balance
sheet. In 1960, the “current ratio”
stood at 2.51, declined to 1.98 by the
end of 1970 and has moved up to just
slightly over two times in the early part
of this year. Over this same period, the
“quick ratio” moved from 52% to 19%.
Part of this is the result of a shift to
other money-market instruments, but
overall, both of these ratios suggest a
decline in corporate liquidity.

Further, an examination of the
spread between the internal funds of
“nonfinancial corporations” and capital
expenditures for the last seven years
points out the growing need for busi-
ness to tap outside financial sources.
Broadly speaking, the gap was approxi-
mately $14 billion in 1968, but by mid-
1974 it was demonstrating a tendency
to run at $49 billion.

This dependency on outside sources
shows up when some of the external
sources for funds are examined. During
1971 and 1972, corporate treasurers
tapped the equity markets for $11.7
billion and $10.4 billion, respectively.
Each of these years exceeded the
amount raised during the entire decade
of the sixties, but in 1973, because of
low P-E multiples, the amount of cap-
ital raised in this area of the market-
place fell to $7.5 billion. The continued
market slump will probably hold the
amount in 1974 to around $5 billion.

In the corporate bond market, $18.8
billion was raised in 1971, $12.2 billion
in 1972, $9.2 billion in 1973 and prob-
ably between $18 to $19 billion in
1974. During this same period, bor-
rowings from banks shifted dramatical-
ly—$4.4 billion in 1971, $13.5 billion
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in 1972, $30.6 billion in 1973 and be-
tween $25 to $26 billion in 1974.

Looking ahead into 1975, nonfinan-
cial corporations will want to tap the
equity markets, if the market shows im-
provement, and could attempt to raise
between $7 billion to $8 billion in this
sector of the market. The corporate
bond market will continue to play an
important role with $20 to $22 billion
coming from this area. However, the
banking system will still be faced with
reasonably strong demands and corpo-
rations will look to their banks for ap-
proximately $15 to $20 billion.

We are faced with somewhat of a
paradox regarding the outlook for in-
terest rates, manifested by a continued
strong demand for credit and a down-
turn in economic activity which has al-
ready evidenced itself in many sectors
of the economy. In addition, interest
rates have already moved down rather
markedly from their highs, and the
question remains how low they will go.

Within the current economic frame-
work, | would like to begin by suggest-
ing a 90-day Treasury bill rate of be-
tween 6% to 64% in mid-1975. Con-
tinuing in this same vein, Fed funds
may trade below 8% 90-day commer-
cial paper could easily touch 74%to 8%
and a prime rate of at least 8% is cer-
tainly within the realm of possibility
by mid-1975.

As for longer-term rates, we may see
three- to five-year government securi-
ties yielding 7fi% to 7/4% Yields on
long-term corporate bonds will be high-
ly reflective of our ability to demon-
strate that anti-inflationary policies are
taking hold, and if they are, we will see
AAA corporates yielding 8% to 8/4%
On the other hand, if we submit to in-
flation, they could rebound to a level
of between %% to 10%.

Over the last four business down-
turns, Fed funds have, on average, de-
clined 64% from their peak; three-
month Treasury bills, 55%; four- to six-
month commercial paper, 46%; three-
to five-month governments, 36%; and
AAA corporate bonds, 12%.

Thus, the reduction in interest rate
yields which | have just indicated is
not inordinate when compared to pre-
vious declines during economic turn-
downs. In fact, the decline would be
greater if it were not for the uncertain-
ties caused by inflation. * *

National Bank of Detroit
Promotes Nine Officers

DETROIT—Na-
tional Bank of De-
troit has promoted
David D. Williams,
who was senior vice
president in charge
of the trust division,
to executive vice

president.
Also named in
recent promotions

at the bank were
William E. Blevins,
director of personnel, and Rodney C.
Linton, cashier, to senior vice presidents.
Six vice presidents were advanced to
first vice presidents. They are: Wil-
liam W. Dwire, head, mortgage divi-
sion; Charles W. Elliott, head, regional
banking division; John F. Fralick, head,
personal trust administration depart-
ment, trust division; Gerald B. O’Neill,
chief general manager of overseas of-
fices, international division; Robert E.
Tobey, head, Instaloan division; and
Gerald E. Warren, head, civic affairs
and marketing division.

williams

Bulla Joins Valley National
As Director of Marketing

PHOENIX —
Robert B. Bulla,
marketing manager
of Phoenix News-
papers, Inc., was
recently named
vice president and
director of market-
ing for Valley Na-
tional of Arizona.

Mr. Bulla, who
joined the bank
January 1, is to de-
velop a new program of marketing the
institution’s services.

He joined the Arizona Republic and
Gazette in 1962 as research manager,
advancing to marketing and research
manager in 1966. He was named pro-
motion manager the following year and
was promoted to marketing manager
and assistant public relations and per-
sonnel director in 1969.

Mr. Bulla has served as public rela-
tions director of the American Adver-
tising Federation, Western Region, and
is a past president of the Central Ari-
zona Chapter of the American Market-
ing Assn.

BULLA
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GEORGIA

MISSISSIPPI

SOUTH CAROLINA

FLORIDA

NOW 332 FINONCiaL OUTLelS

T h p |"| I *1 Southern bankers know a good thing
11 # when they see it! In less than a year's

time, 332 offices of banks and savings and loans in the South have signed on with the
new Financial Institution Money Order Program (F.I.LM.O.) of the American Express
Company ... and every month the number increases. With fast success like this, you know
the Program has something special to offer. Find out today just why so many southern
financial institutions, and indeed institutions all across the nation, are rapidly going
with the new FIMO Program. Complete information takes only a phone call or a letter.
Write or phone today:

William Fl. Box, Vico President-Sales

AMERICAN EXPRESS COMPANY, MONEY ORDER DIVISION

7655 West Mississippi Avenue, Denver, Colorado 80226

Phone: (303) 986-2211

AMERICAN EXPRESS

American Express Company, Money Order Division
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Outlook '75

Participants at Boatmen's Nat'l Business Fore-
cast Luncheon in St. Louis included (from 1.)
Stanley Marcus, ch.,, Nieman-Marcus; Donald
N. Brandin, ch. & pres., host bank; and John
M. Brennan, sr. v.p., host bank.

Bankers, Businessmen Discuss 75 Qutlook
At Year-End Seminars, Conferences

Hopefully, economic clouds have silver linings

Less Government Control of Business,

Speakers Ask at Boatmen's Forum

F GOVERNMENT would just leave

business alone for a while, things
might turn out all right.

This was one of the general conclu-
sions outlined by business leaders par-
ticipating in the annual Business Fore-
cast Luncheon sponsored in St. Louis
last month by Boatmen’s National for
its corporate clients.

The uncertain outlook for 1975
prompted Boatmen’s chairman and
president, Donald N. Brandin, to

comment that, “If the GNP isn't up
every year, if earnings don’t increase
every year, if everything isn’t bigger
and better, we conclude we’re in deep
trouble.

“History tells us that development
has always gone in spurts,” he con-
tinued, “that we have always had
periods of pause.”

He said the greatest problems are
those created or ignored by Washing-
ton, and criticized the “persistent, criti-
cal lag in the recognition of economic
change” and that remedial action,
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“whether honestly or politically moti-
vated, has seldom proved timely.”

The year 1974 was a humiliating
year for economists, he said, and it
taught many that undisciplined growth
cannot be offset by monetary policy
alone. He added that he didn’t think
the entire economy is basically un-
sound despite the current recession.
“The recession will have to run its
course and banking, like other indus-
tries, faces a real squeeze in 1975 as a
result.”

Mr. Brandin concluded by saying
that our economy has great basic
strength and resiliency.

Among the other speakers was Darryl
R. Francis, president of the St. Louis
Fed, whose remarks were centered on
the threat to the world economy by
Arab oil producing countries that are
profiting at the expense of industry and
the less-developed countries.

He said that, unless some better ways
are found to recycle the Arab profits for
the benefit of everyone, nations such as

the U. S., Japan and those in Europe
could tax themselves into bankruptcy.

The only way to truly relieve the
burden on less-developed countries, he
said, is for oil-producing countries to
give less-developed countries oil at a
lower cost or for the industrialized oil-
consuming nations to come up with a
means of payment that is acceptable to
oil-producing nations. The alternative
would be for less-developed countries
to restrict their oil consumption and
retard their development, which would
have unfavorable repercussions through-
out the world.

“The facts are rather simple,” he
said. "The oil producing countries have
imposed a tax on the rest of the world.
The tax may be unjust; nevertheless, it
has been imposed and the main ques-
tion is whether it should continue to be
borne most heavily by the poor or
should it be born by the wealthier in-
dustrial countries.

“If the consensus favors the latter
outcome, then let’s take the bull by the
horns and tax industrial nations and
give aid to the less-developed coun-
tries,” he said.

Stanley Marcus, chairman, Nieman-
Marcus, which opened a new store in
the St. Louis area last year, said he
does not take the current recession
lightly, but he rejected a suggestion by
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Attract new depositors,
Strengthen customer loyalty,
Increase profits,

Render a valuable public service,
Enhance your image as

a consumer-oriented

financial institution

by reserving exclusive rights

to an outstanding new

series of consumer information

radio programs.

EXCHANGE NATIONAL BANK OF CHICAGO
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QUESTIONS
AND ANSWERS
ABOUT

Why will YOUR DOLLAR'S WORTH attract and
hold a loyal audience?

Because in today’s inflationary economic climate
consumerism,serviceand profitability go together.
The public genuinely appreciates information on
how to get more value in goods and services for
its hard-earned dollars.

Will these programs really give valuable informa-
tion to my customers and prospects?

Yes, singles, young or established families, and
oider people all are deeply concerned about get-
ting their dollar’'s worth, especially today. City
dwellers, suburbanites, and rural families all worry
about rising food prices, getting the best buy on a
new or used car, preparing for retirement, and
many other financially related topics—topics
YOUR DOLLAR’S WORTH will cover in depth with
money-saving ideas and suggestions. The broad
coverage in the series relates to virtually every
service and sales message you'll want to broad-
cast.

Isn’t this series just an institutional “image build-
ing” radio campaign?

Not so! YOUR DOLLAR’'S WORTH provides you
with a flexible, long-term sales platform that can
help generate greater business activity and profits.
By broadcasting fact-filled, money-saving infor-
mation each day, which no local competitor can
match, the series will spotlight your commercial
messages and stimulate greater audience
response. Offering listeners program reprints is
an effective way to build walk-in traffic and cross-
sell various services.

How can we offer reprints of program scripts to
listeners?

Together with each shipment of program tapes
you will receive complete scripts for each seg-
ment. You may duplicate or reproduce these
scripts in any way you choose and offer them to
listeners just for stopping in.

What period would my exclusive license agree-
ment cover?

A minimum of six months, which includes 130 dif-
ferent program segments. This is the least time
needed to build listener loyalty, and measure
results of the series.

How often should these programs run, and how
long do they last?

The series includes one program per day, five

>0 >0

>0 >0 >0 >0

days per week. Lach broadcast runs approximately
two minutes, plus your commercial message.

Could we use more than one radio station in our
market area, or run programs more than once?

Yes, you have complete flexibility. You may spon-
sor these programs as many times as you want, on
any number of radio stations in your marketing
area. You may even run each program more than
once per day.

Must we sponsor YOUR DOLLAR’S WORTH five
days aweek?

No. Again, this is solely your decision. A six-month
license agreement provides you with 130 different
programs —five programs per week. You may run
fewer than 130 programs during this time, butyou
may not run or rerun programs after the six-month
period. This restriction is for your benefit since
this topical, timely program material may become
obsolete after several months.

At the end of the initial six-month period, how do
we renew our exclusive license agreement...for
what period of time, and at what cost?

Your exclusive license agreement automatically
renews itself for subsequent six month cycles.
However, you can cancel out anytime up to six
weeks before the end of each contract period.

What does “exclusive rights in our marketing
area” mean?

No other financial institution competing for
depositors in your market area will be given rights
to sponsor the YOUR DOLLAR’'S WORTH radio
series on your local radio stations.

Will Exchange National Bank require that we use
certain radio stations, or be involved in contract-
ing for broadcast time?

No. You and your agency know best which stations
in your area lend themselves to this type of pro-
gramming and deliver the most valuable audience
listenership. You will contract for your own broad-
cast time.

How far in advance of broadcast will we receive
the taped program material?

You will receive tapes and scripts in one-month
programming units. Each unit will arrive approxi-
mately three weeks before the beginning of that
particular broadcast month. This schedule gives
you and your radio station ample time to prepare
for programming, commercials, and duplicate
scripts.
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Why don’t we receive all six-months of program-
ming at once?

For avery good reason! By preparing one month’s
programming at atime, we are better able to keep
the subject material immediate, timely and rele-
vant. The fresher and more relevant the contents
are, the more valuable the series is for your
listeners.

In what format are program recordings shipped to
licensees?

Each month’s programs are recorded on iv2inch
per second tape on a 7" reel—ready for station
broadcast.

Who selects the subject material and writes the
scripts for YOUR DOLLAR’S WORTH programs?

Exchange National Banks Research Division
carefully supervises all program content and
approves all scripts.

What would be our cost to sponsor these pro-
grams?

License fees for YOUR DOLLAR'S WORTH vary
from market to market. The fee for exclusive use
in your area will be included with your cassette
presentation. This figure will cover the cost of 130
YOUR DOLLAR’S WORTH taped programs and
accompanying scripts. Itdoes not include the cost
of radio time, which you will purchase.

Will we receive any special materials to help us
introduce the YOUR DOLLAR’'S WORTH series?

Yes! Together with your first month’s broadcast
package, you will receive sample opens and closes
for your local announcer to read with each pro-
gram. You'll also get a press release for distribu-
tion to your local newspapers, which announces
the beginning of the series, the time, station, and
your sponsorship!

A CUSTOMIZED SERVICE FOR YOU

What is the cost of having David Rogers record a
personalized package of commercials for our
institution, and what does this package include?

To get your
complete

YOUR DOLLAR’S
WORTH cassette

presentation,
jUSt fill out NAME:  (Please print)
and malil this
postage-paid INSTITUTION:
reply card.

STREET ADDRESS:

CITY:

Please list the call letters of the radio station(s) on which you might sponsor

A

>rO

This package provides a program opening and
close using the name of your institution, four
commercial messages in your choice of 30-second
or 60-second length, and two short spot an-
nouncements promoting listenership to the YOUR
DOLLAR'S WORTH series. You will provide radio
scripts. The cost of this complete package is
only $250.

*Rates are higher for the top 50 radio markets:
please contact us for price quote if you plan to
broadcast on one of them.

WAYS TO CUT COSTS AND

GET YOUR DOLLARS WORTH
PLUS

What if we want to license YOUR DOLLAR’S
WORTH, but find the cost of radio time too expen-
sive for our budget?

Cut your broadcast costs in half with “co-opera-
tive” advertising, a strategy many of the nation’s
largest advertisers use very successfully. Simply
locate a non-competitive firm, like an insurance
agency, real estate broker, even a retail store, to
be co-sponsor. You might each run a commercial
with every program (one at the start and one at the
close). Oryou might alternately sponsor programs.
Other companies in your area would benefit
through association with this informative, public
service series. Your radio station or advertising
agency should be able to assist you in finding
a co-sponsor.

Can special price arrangements be made for multi-
unit financial organizations or groups?

Yes. We will arrange special price packages for
multi-bank holding companies, bank groups, and
savings and loan holding companies.

— DETACH HERE AND MAR TODAY!1

Please tell me how | can reserve exclusive program rights to this series in my
marketing area. Send me the YOUR DOLLAR’S WORTH cassette presentation
including three sample programs, complete information and a price quota-
tion, without cost or obligation.

TITLE:

ASSETS:

STATE: ZIP:

YOUR DOLLAR’S WORTH:
City or Town
and State

Station
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ONE OF THE MOST
EFFICIENT,
ECONOMICAL
COMMUNICATIONS
MEDIA

Radio is the warmest and friendliest
communications media.

Radio offers a unique, personal one-
to-one relationship between
announcer and listener.

Radio is found in almost 100% of all
homes and 99% of all cars.

Nearly 33 million transistor radios
are sold annually.

The average U.S. adult spends 3
hours and 24 minutes listening to
radio each day.

More than 87% of professional/
managerial males, and more than
80% of women ages 25-49 (and
working women) hear radio during
any given day.

Radio reaches 7 out of 10 light or
non-newspaper readers daily.

Radio is economical ...the radio cost
of reaching 1,000 consumers
generally is less than that of any
other mass audience media.
Financial institutions have learned
the success of using radio...

84% of all banks, and 77.5% of all
savings institutions are current radio
advertisers.

Source: Radio Advertising Bureau

All programs are the properties of Exchange National Bank
and cannot be played on the air, reproduced,

or used for any other purpose without

the written consent of the bank.

©Copyright 1974, Exchange National Bank of Chicago.

FIRST CLAS
PERMIT

NO. 313B<4

CHICAGO,
ILLINOIS

BUSINESS REPLY MAIL no Postage Stamp Necessary If Mailed in the United States

Postage will be paid by:

Exchange National Bank of Chicago

Attn: Alan B. Eirinberg
First Vice President
LaSalle and Adams Streets
Chicago, lllinois 60690

EXCHANGE NATIONAL
BANK OF CHICAGO

» One of the 200 largest banks in
America

» More than one half billion dollars in
resources

 Originator of the first complete drive-
in banking facility in the U.S., Auto-
Bank™ (1946)

« Creator of Tax Saver®Checking,
licensed to banks throughout the
country

« Among the 1% of United States
banks with foreign branches

« First financial institution to offer a
microfilm emergency medical data
card for customers...the Health
Alert Card

¢ Internationally-known Permanent
Collection of Photography (the first
major collection acquired by afor-
profit corporation in the United
States)

* 1973 “Business in the Arts” award
presented by Esquire Magazine and
the Business Committee for the Arts

* American Bankers Association
citation for significant contributions
to the cultural life of the community.

For further information on the YOUR
DOLLAR’S WORTH radio series, contact:

Alan B. Eirinberg
First Vice President

jrm
Exchange National Bank of Chicago

La Salle and Adams ¢ Chicago, lllinois 60690

(312) 332-5000

s

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



President Ford to stop buying as a
means of curbing inflation. He likened
the process to 18th century doctors who
bled their patients in an attempt to
cure them, but soon found they had
dead bodies on their hands.

He said people should continue to
buy, based on their financial ability to
pay and not on their ability to borrow.

He also commented that the majority
of his firm’s executives have never ex-
perienced a severe recession, thus, it
has been difficult to get them to adjust
to cost-cutting methods.

He predicted serious potential social
changes because of the rising unem-
ployment situation, commenting that
the unemployed won’t take their hard-
ship lying down.

He predicted sales for 1975 would be
from 10% down to 10% up.

R. Hal Dean, chairman, Ralston
Purina Co., said the American farmer
and the food industry have been un-
justly blamed for the high cost of food.
“American agriculture is nearly twice
as productive as American industry as
a whole, with one farm worker produc-
ing three times as much food as he did
10 years ago. This is a record un-
matched anywhere in the world.”

But, in order to survive, he con-
tinued, agriculture must be able to pass
on the costs of land, energy, fertilizer,
labor and transportation. He predicted
some stabilization of food prices for
1975, but “little chance of major de-
clines.”

Mr. Dean said he was concerned
about the increasing worldwide demand
for food, with abundant supplies avail-
able to those who can afford to pay.

“But we will find where the needs
are most acute, there will be the least
ability to pay—a condition that con-
jures ominous overtones to a shrinking
world.”

Ellis L. Brown, chairman and presi-
dent, Petrolite Corp., which serves the
01l industry, called for the nation to
free itself from its dependency on for-
eign oil. He said the U. S. would be
producing an extra two million barrels
of oil daily if the Alaskan pipeline had
gone in when first proposed.

He said the oil industry has been
made the villain of the energy crisis by
public opinion, but the public doesn’t
know that the oil industry has been
investing $12 billion a year in explora-
tion, drilling and production, with an-
other $7.5 billion in refineries and pipe-
lines.

He added that “Punitive taxation of
the oil companies will not make us
more self-sufficient in energy.”

Charles J. Dougherty, president,
Union Electric, said minor cutbacks in

(Continued on page 58)

The Industry Outlook for 1975

APSULE reports on the outlooks for various industries are a regular

feature of the Conference of Bank Correspondents sponsored annual-
ly in November by First National, Chicago. The following reports were
given at the 1974 Conference:

= Autos. Modest gains in sales of new cars are a possibility before
spring, according to Francis G. Foster Jr., vice president, division C. A
slow recovery is expected to take place late in the model year. Sales
of domestic autos for the 1975 model year may not go much over seven
million units, resulting in total auto sales of about 8.4 million units, in-
cluding imports.

« Cattle. Prospects for the next year or two are clouded with uncer-
tainties, according to Jay L. Doty, vice president, division A. Over the
next several years it is anticipated that, around the world, more grain
will be needed to feed people, rather than livestock. This doesn’t mean
the beef industry won’t be profitable, but that the basis of production
will change from grain to grass. Feedlots will be used only for finishing
cattle, not growing them. This change will call for more expertise on the
part of cattle feeders.

« Discount Industry. Most of the difficulties being experienced by
this industry are internally generated, said James S. Brannen, vice presi-
dent, division B. Lack of professional management and overexpansion
have been plaguing the industry. The well managed firms, both national
and regional, that have paid attention to market planning, location of
stores and controlling balance sheet leverage will survive and prosper.

« Education. The current recession will cause individual gifts to col-
leges and universities to decline, and with government cutting back on
assistance to higher education, private schools will have to rely more
heavily on tuition and income from endowment funds to sustain current
operations, according to Joseph C. Fenner, vice president, division L.
Bankers should watch for declining applications, admissions and enroll-
ments and beware of the lack of adequate budget procedures and plan-
ning for both short and long term. Advice from bankers can go far in sav-
ing schools from going under.

= Electric Utilities. The most critical challenge to the industry is ob-
taining sufficient capital to finance growth, said Robert H. Blanchard,
vice president, division G. Capital expenditures through 1980 should
average about $20 billion per year, compared with an average of $15
billion annually during the first half of this decade and $8 billion annual-
ly from 1966 to 1970. Rate increases, granted on a timely basis and suffi-
cient to protect the fair return allowed, are essential and inevitable if
the industry is to survive.

= Finance Companies. The finance company business is changing,
said John A. Anderlik, senior vice president, division D. The way of the
future points to fewer and larger loans, larger offices, credit scoring, on-
line operations and contractual delinquency standards. Good training
programs and a promote-from-within philosophy are important to com-
bat high personnel turnover. The high costs of operations make old meth-
ods too expensive. It is not in the best interests of banking to force fi-
nance companies out of business during tight money periods.

= Real Estate. Robert L. Hollis, vice president, western real estate di-
vision, says the housing industry can look to better days in 1975. The re-
covery may occur very slowly, but a reversal in the trend of long-term
mortgage rates has already begun. Provided some consumer confidence
can be reinstilled, it is possible to have a level of starts at the 1.8 million
annual rate by the end of 1975.

= Securities. The year will be filled with uncertainties, not the least
of which is just how long the depressed market will last, said H. James
Douglass, vice president, division H. Investment leaders are apprehen-
sive about the final form congressional legislation is going to take. They
are concerned about the impact of fully negotiated rates, come May L1
Leaders must adjust or face a third depressed year.
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the use of energy will not solve the
problem. The only answer, he said, is
to increase production, utilizing two
sources of energy that are not in short
supply—coal and uranium.

He expressed fear that the energy
industry might be hit by “governmental
edicts and decisions rendered by those
least able to understand the problem/’

S. H. Anonsen, president, Mallin-
ckrodt, Inc., forecast a 10% growth in
sales and profits for the fine chemical
industry, especially pharmaceuticals.
He said this figure would be down

sharply from the gains recorded for the
first three quarters of 1974.

At least half the growth in sales in
1974 was due to price increases, he
said. He predicted that costs in 1975
would be rising at a considerably lower
rate, with some softening of prices in
selective chemicals expected.

Although the chemical industry has
been hurt by the decline in house con-
struction, automobile output and other
factors, he said the increased demand
for fertilizer and other agricultural
chemicals was a plus factor. * *

Interdependence of Banks on One Another

Is Theme of Liberty National Conference

NTERDEPENDENCE of banks on
one another was the theme of the
17th annual Conference for Corres-
pondent Banks, held last month by
Liberty National, Oklahoma City.

Featured speakers at the day-long
meeting included Dr. Paul S. Nadler,
professor of business administration at
Rutgers University; Herbert V. Proch-
now, former president, First National,
Chicago; Dr. Joyce Brothers, psycholo-
gist; and James B. Cash Jr., ABA senior
legislative representative. A number of
host bank personnel also took part in
the program.

J. W. McLean, chairman of Liberty,
set the theme for the conference by de-
crying the lack of unity on the part of
bankers. “For too long now,” he said,
“we bankers have let anything and
everything divide us, with no concern
for the fact that time is running out.”

He proposed a declaration of inter-
dependence for banks, modeled after
the Declaration of Independence, that
called on bankers to put aside their dif-
ferences for the common good.

He reminded his guests that bankers
have consistently refused to recognize
their real competition and the steady
encroachment of this competition into
banking’s domain.

He chided bankers for refusing to
accept the inescapable fact that the
status quo is not a liveable alternative
to working together toward achieve-
ment through unity.

He said bankers seem almost blind
to the identical problems they share
concerning regulatory authorities, share-
holders, capital adequacy, depositors,
borrowers, investments, personnel, op-
erations, automation, cost control, li-
quidity, taxation, diversification, plan-
ning and growth.

He called on bankers to strive to
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work together to shape the future of
banking and develop the best solutions
to day-to-day problems, such as those
posed by the following questions:

< What constitutes adequate cap-
ital?

< What dividend policy builds cap-
ital best?

= Do you know exactly what is hap-
pening to your interest margin from
month to month?

e Do you know how to widen it
without impinging upon credit quality
or liquidity?

< What should your liquidity level
be?

e Which of the many yardsticks
should you use to measure your liquid-
ity?

TOP: Participating at Liberty Nat'l conference
were (from 1) Dr. Paul S. Nadler, J. W. Mc-
Lean, Herbert V. Prochnow and William P.
Dowling. BOTTOM: "Smorgasbord of Interde-
pendent Services" panel featured bank per-
sonel describing Liberty Nat'l's new services.
Panel was moderated by T. Joseph Semrod
(far 1.), pres, of Liberty.

Only by working together, he said,
can bankers find the best solutions to
the problems posed by these questions.

He said that the best banks will be
those with managements that are will-
ing to combine their talents with the
talents of other bankers in a joint search
for better ways to answer these ques-
tions and to solve more and more prob-
lems for the customer.

Points made by Dr. Nadler included
the following:

= When gold is legal for Americans,
we’re going to see the general public
get taken for a ride.

« Should government allocation of
loans become a reality, banks will have
to get permission to grant loans from
Oklahoma City (in the case of Okla-
homa banks) and Washington, D. C.

= The public’s loss of confidence in
banking, due to the demise of Franklin
National and other banks, may be one
of banking’s future problems.

Mr. Prochnow spoke on the role of
the banker in an interdependent so-
ciety. He traced the history of Ameri-
ca’s greatness and explained how bank-
ing contributed to that greatness.

In speaking about the economy, Mr.
Prochnow said it’s a sad time when the
people begin to cry for regimentation
and regulation because of abuses by
various interests. He concluded by ask-
ing if Americans have the will and
character to confront their problems,
stressing the fact that they could if
they have the will to do so.

He said that the biggest problem
facing the nation today is the $60
billion we are paying to oil producing
nations—an increase of $56 billion in
just one year.

Mr. Cash of the ABA predicted that
the consumer protection bill pro-
posed by Senator William Proxmire
(D., Wis.) may pose a real headache
for bankers. The bill would create
a federal consumer credit code that
would include a limit on the rate lend-
ers could charge for consumer loans.
The bill would also consolidate and
expand under one federal statute all
existing consumer credit protection
laws, such as truth-in-lending, credit
discrimination, fair credit billing and
fair credit reporting. A new federal
agency would be created to administer
the bill.

A smorgasbord of interdependent
bank services panel brought bankers
up-to-date on such topics as proof of
deposit service, bank security, invest-
ment services, asset and liability man-
agement, commercial finance, what’s
new in BankAmericard, packaging for

different markets, industrial develop-
ment, economic education, insurance
and bonding, international banking,

loan portfolio management, trust and
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Iitgives people more reasons
to do businesswith you

I That's the whole idea behind International Incen- if you want immediate action, call Cliff Cowles at
tives program for the financial industry. (203) 265-2391.
Now, in addition to exclusive designs in Interna- ~ He'll help you give people more reasons to do
tional Silver dinnerware and flatware, we offer you business with you.

Fosforia heavy-cut lead crystal. Which means you
now have a total tabletop program. All from one

source. International Incentives )
You can offer International flatware, International A Division of International Silver Company
. ) . Meriden, Connecticut 06450
dinnerware and Fostoria Crystal by International, Attn: Cliff Cowles (203) 265-2391
as individual segments of a 3 part continuity pro- _ _
gram. Or as one integrated program offering all O Please call me right away, CIiff.
three products. The program can be customized O Please have your Area Sales Representative call
SO you can present a short term block buster or for an appointment to bring me a catalog.
long term continuity.
To get the whole picture on the International In- Name Title
centives premium line, check the coupon. Firm Tel.
: Address
(fir  |NTERNATIONAL SILVER COMPANY

City/State Zip
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real estate services.
moderated by T.
Liberty’s president.
Bankers were also informed on the
posture of the Oklahoma Bankers As-
sociation on EFTS, which was de-

The panel was
Joseph  Semrod,

scribed by Tracy Kelly, OBA president-
elect, as “the ultimate in interdepen-
dence.” He termed the development of
EFTS as inevitable. Mr. Kelly is presi-
dent, American National, Bristow.—By
Lawrence W. Colbert * =

LEFT: Participants on Bank Forum program included (from 1) Winn E. Martin, ch. & pres., Clayton

Banking Co.;

Norman D. Pless, ch. & CEO, Exchange Security, Birmingham; Watt Jones, sr. v.p.,

First Nat'l, Wetumpka; R F. "Bobby" Blake, pres., Auburn Nat'l; and James S. Gaskell Jr., pres.,

First Nat'l, Montgomery. RIGHT: Frank A. Plummer (r.), pres..
Tuscaloosa;

(from 1) Lynn Moseley, pres., City Nat'l,
Clapp, ch. & pres., Bank of Maplesville.

First Ala.
Hugh Dale, dir.,

chats with
and Ed

Bancshares,
Camden Nat'l;

Banks Have Economic Recovery Role

Says Plummer at 1st Ala. Bank Forum

HE BANKING industry can be a

constructive force to curb inflation
and restore economic activity in 1975,
according to Frank A. Plummer, presi-
dent, First Alabama Bancshares.

Mr. Plummer was speaking to over
500 Alabama bankers and their spouses
during the 29th annual First Alabama
Bank Forum, which was concluded on
December 10 in Montgomery. Mr.
Plummer added that “banks’ loan
thrust should be in the area of produc-
tivity that creates employment. Eco-
nomic recovery will be slow and slug-
gish, but will accelerate when the pub-
lic has confidence that run-away infla-
tion has been curbed.”

Mr. Plummer expressed the hope
that “future interest rate ceilings in
Alabama would protect the consumer
and at the same time have the flexibil-
ity to recognize national money mar-
ket rates.” He added, “Failure to pro-
vide this flexibility could slow the
growth of Alabama and retard the uti-
lization of its human and natural re-
sources. Intelligent banking legislation
will move Alabama ahead rapidly with
economic recovery.”

The state bankers also heard an eco-
nomic and financial forecast for 1975
from Dimitris N. Balatsos, vice presi-
dent and economist, Manufacturers
Hanover Trust, New York. Mr. Balatsos
stated, “A setback for inflation is get-
ting under way and by mid-1975 the
U. S. economy should start on a gently

60

upward trend in real terms.”

“Consumer spending,” according to
Mr. Balatsos, “is likely to get a boost
by the rising personal income exceed-
ing the rate of price inflation, thus
helping to lift the economy out of the
recessionary environment by late 1975.
Caution, meanwhile, should be exer-
cised by the federal government in
avoiding over-stimulation and risking
a repeat of the ’73-74 inflation explo-
sion.”

James S. Gaskell Jr., president, First
National, Montgomeiy, presided over
a panel discussion of “Banking In In-
flation.” Ed Herbert, senior vice presi-
dent with First National, predicted
that the loan strategy of most state
banks could possibly be more conserva-
tive in 1975. He indicated that every
category of loans should be reviewed
as to its soundness, profitability and
economic benefit to the community and
to the bank itself.

On the same panel were John Holle-
man, vice president and investment of-
ficer at First National, who discussed
bond portfolio strategy, and Kick Hors-
ley, comptroller, First Alabama Banc-
shares, who reviewed budgeting and
expense control.

The recent increase in insurance cov-
erage on deposit accounts from
$20,000 to $40,000 was discussed by
Dan Miles, senior vice president of op-
erations, First National, Montgomery.
Mr. Miles agreed with bankers that

the public only hears about the FDIC
and does not realize that banks in Ala-
bama pay thousands of dollars in pre-
miums annually for the protection of
deposits.

Another item of high public interest
is the new Individual Betirement Act
which allows a person to deposit a
maximum of $1,500 per year into a tax
deferred savings account until retire-
ment. First National’'s Al Byrne, vice
president and trust officer, answered
questions from bankers concerning this
new development arising out of the
Pension Reform Act of 1974. Mr.
Byrne indicated that the available in-
formation on these new acts shows that
a gap is being filled that has existed in
the area of retirement plans for indi-
viduals.

John O’Connell, First National’s per-
sonnel director, reviewed the basic re-
quirements of an affirmative action
program which is required for banks
having at least 50 employees.

Mr. O’Connell also discussed the Oc-
cupational Safety and Health Act
(OSHA-70) which applies to all busi-
nesses, including banks, engaged in in-
terstate commerce.

Paul Norris, senior vice president for
installment loans at First National,
commented on the Alabama Uniform
Certificate of Title Act, placing particu-
lar emphasis on the critical need for ac-
curacy in preparing title applications.
Mr. Norris also stressed the problem
of interest rate ceilings and discussed
recent congressional action which of-
fered some relief in the area of busi-
ness and agricultural loans of $25,000
or more. * *

Bank Sells Olympic Coins

Richard E. Chapin (l.), Olympic chairman for
Michigan, discusses offering of Olympic coins
commemorating 21st Olympic Games in Mon-
treal in 1976, with Richard D. Flinn, vice
president, Manufacturers National, Detroit.
Bank is offering coins for sale as a gesture of
Canadian-American friendship. Series of 28
sterling silver coins will be struck by Royal
Canadian Mint and will be offered by each
of bank's 72 branches. A portion of proceeds
from sale of coins will go to U. S Olympic
Committee. Samples of coins are shown in
lower photo.
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Meet the men behind

These men have beek trained specifically for the territories
they serve.

Call the man who represents you any time you have a corres-
pondent problem or question, at 816-221-6800.

You will find him corresponsible and able to help you handle
such things as credit overliries, to help you design your pension
and profit sharing plans, and to help you with your municipal
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He can help you do wonders to improve your state of banking.
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Outlook '75

Total Agricultural Exports Expected to Decline
But Higher Prices Will Cancel Out Loss

merican agriculture, the
A economic mainstay of the U. S.
foreign trade balance, will come
through for the American economy
again in 1975, though total exports of
farm products will be considerably less
than last year.

That is the assessment of the U. S.
Department of Agriculture as reported
in its grain and agricultural products
situation report. These reports corre-
spond with the most reliable private
forecasts.

Agriculture’s  contribution to the
U. S. trade surplus has been substan-
tial. 1t was $11.8 billion in fiscal 1974
and is projected by government ana-
lysts to reach $10 billion to $11 billion
in fiscal year 1975, still a healthy sur-
plus, but a decline from last year’s rec-
ord.

The reason for this anticipated de-
cline could be summarized in a word:
“weather.” Poor growing weather in
the American corn and soybean belt
this past season resulted in a significant
decline in total feed-grain production.
A recent crop report estimated a 27-
million-metric-ton reduction down to
160.3 million tons from the 1973 record
crop. Of necessity, exports will be cut
back.

America’s leading export commodity,
wheat, also is projected lower for 1974-
1975, at one billion to 1.1 billion bush-
els, down from 1.15 billion bushels this
year.

Projected wheat surpluses by year’s
end will not top 300 million bushels.
Exports in hard winter and red winter
wheat are estimated at 685 million
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bushels, down from 750 million bush-
els in 1974.

The USDA forecast in the Septem-
ber 25 Agricultural Outlook Digest put
the matter succinctly: “Because of our
reduced 1974 (grain) crops, especial-
ly feed grains and soybeans, their high
prices and the sluggish economies of
many nations, our exports are going to
slide in volume.

“Over 100 million metric tons (of
feed grains and soybeans) left U. S.
ports in fiscal year 1974, but only 75
million tons may be shipped in fiscal
year 1975.”

The United States has less grain to
sell this year than last. Less grain and
higher prices for it also are expected
to affect livestock production, which
would cause a reduction in foreign
meat trade. Any change in foreign de-
mand for our food and feed products
will be a function of price. Since dif-
ferent nations have differing abilities
to foot their food bills, the outlook for
the world markets next year is some-
what mixed.

Grain exports to the oil exporting
countries of the Middle East and North

(Continued on page 67)

The Case Against Export Controls

HE FUNCTION of the grain fu-

tures market, such as the Chicago
Board of Trade, in the world export
market is to provide a medium for an-
ticipating price moves on the basis of
all existing market information, and to
provide a hedging medium where ex-
porters can project future price levels
for their foreign customers.

To the exporter of grains, the futures
market is an indispensable asset to or-
derly operation of his business. He
must be able to make commitments to
his buyers worldwide many months in
advance of his shipment of grain.

The futures market is effective in
serving these needs of the exporters so
long as the market remains free of gov-
ernmental intervention and competitive

interference, which prevent prices from
seeking their natural levels based on
supply and demand.

Government controls on farm exports
create the temporary illusion of fight-
ing inflation at home and would at best
result in a Pyrrhic victory over our eco-
nomic ills.

This was the message of Warren W.
Lebeck, president of the Chicago
Board of Trade, in a recent speech to
the National Association of Farm
Broadcasters.

Mr. Lebeck challenged the need for,
and the wisdom of, export controls.
“Export controls provide the appear-
ance of ‘protecting’ the domestic food
supply and, thus, achieve the political-

(Continued on page 66)
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Outlook 75

Major Legislative Changes Face Banking
In New 94th Congressional Session

Patman, Proxmire Expected to Press for Reforms

HE CURRENT economic crisis, a

backlog of legislation not resolved
by the 93rd Congress, new faces ap-
pearing in the makeup of both the Sen-
ate and House banking committees, a
higher ratio of Democrats to Republi-
cans on the banking subcommittees—
these are the variables indicating that
1975 will be a year of substantive leg-
islative change for the financial com-
munity.

Senator John Sparkman (D.-Ala.)
will most likely step aside as long-time
chairman of the Senate Ranking, Hous-
ing and Urban Affairs Committee to
become chairman of the Senate Foreign
Relations Committee. Senator William
Proxmire (D.-Wis.) is slated to suc-
ceed Senator Sparkman. The House
Banking Committee probably will see
the return of Representative Wright
Patman (D.-Tex.) as chairman, al-
though a last-minute challenge may be
considered. Mr. Patman, who has
served as a member of the House for
46 years, has the most seniority of any-
one now in Congress.

Already indicating that he will press
for passage of important financial re-
form laws in 1975, Mr. Patman has es-
tablished these major congressional
goals for the year:

= Reconstruction of financial institu-
tions to assure maximum competition
and maximum flow of funds in the
mortgage market.

= Restructuring of financial regula-
tions to enhance competition and to
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By JOHN H. PERKINS*
Chairman
Government Relations Council
American Bankers Association

provide the consumer with an efficient
and fair delivery of credit.

= A system of credit allocation to
assure that socially desirable areas—
such as housing—receive a steady sup-
ply of loan funds.

< Monetary policy reform to assure
a more responsive policy to national
needs and to provide long-range eco-
nomic stability.

To be sure, these are the areas where
bankers will see major efforts for change
in 1975.

High on the list of financial reform
priorities is the Financial Institutions
Act (FIA). An outgrowth of recom-
mendations made by the Hunt Com-
mission, the Act calls for a balanced
restructuring of America’s financial in-

« Mr. Perkins is president, Continental
Illinois National, Chicago.

stitutions. With an endorsement from
President Ford, the Senate Banking
Subcommittee ended the year by laying
the groundwork for action in the 94th
Congress.

A revamping of the tax structure for
financial institutions by providing a
mortgage income tax credit and repeal
of federal interest ceilings on rates of
deposits are important aspects of the
many-faceted bill.

While ABA has proposed four
amendments to FIA, the association be-
lieves the FIA provides the best ve-
hicle for effective restructuring of the
statutory and regulatory framework.
The alternative is a continuation of the
piecemeal legislation which often serves
only the interests of special groups.

The amendments ABA is proposing
are:

= Eliminating extension of NOW ac-
count powers.

= Continuing Regulation Q and
eliminating interest rate differentials
between banks and thrift institutions
on time and savings accounts until the
time when an environment is created
that relaxes or eliminates restrictive
state usury ceiling laws.

= Establishing equity of size and
form of reserve requirements.

« Giving all lenders a 3.5% residen-
tial mortgage interest income tax cred-
it. This is proposed instead of a sliding
scale based on the percentage of assets
an institution has invested in mortgages.

Another many-faceted bill signed in-
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Representatives and Sales Engineers
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to law last October is H.R. 11221. The
new law increased deposit insurance
coverage from $20,000 to $40,000 per
account and up to $100,000 for public
funds.

Two acts in the reform package will
not take effect until October, 1975, to
give the Fed time to write necessary
regulations to implement the law.

One of the provisions in the Fair
Credit Billing Act will require creditors
to acknowledge credit inquiries within
30 days and resolve any dispute within
90 days. The Equal Credit Opportunity
Act will prohibit discrimination in
granting of credit on the basis of sex
or marital status. Another provision
will prohibit credit card issuers from
preventing retailers from offering dis-
counts, not to exceed 5%, to induce pay-
ment by cash or check rather than
using the credit card.

Running headfirst into growing po-
litical pressures during this new year
and on into future years are the credit
allocation proposals for channeling
funds into sectors of high social priority,
such as housing and public utilities.
The ABA legislative program will en-
courage incentive-oriented plans as a
substitute for proposed compulsory
government credit allocation schemes.

A new law to regulate foreign banks
that operate in the U. S. will be high
on the list of legislative items for '75.
The Fed proposal introduced during
the closing days of the 93rd Congress
would place foreign banks basically
under the same rules and regulations
that must be observed by domestic
banks. Flowever, the proposal would
give permanent status to existing ac-
tivities of foreign banks even though
they do not conform to the restrictions
placed on U. S. banks, such as the ban
on multi-state operations and curbs on
securities affiliates.

EFTS will continue to gain promi-
nence during the year. ABA’s EFTS-
related activities provide the banking
industry with a broad-based approach
to changes that could affect every as-
pect of banking. The Comptroller’s rul-
ing which permits national banks to in-
stall Customer-Bank Communication
Terminals (CBCTs), plus the Fed’s
proposed changes in Regulation J per-
taining to the future regulation of
EFTS activities and the Federal Home
Loan Bank Board’s (FHLBB) proposals
to expand existing pilot project funds
transfer regulations and extend their
effectiveness by one year all promise to

demand deposit for check overdrafts
to make third party payments from sav-
ings accounts and to allow transfer
from passbook savings to demand ac-
counts on telephone order of depositors.
The Fed has suggested that this may
be its response to the FHLBB proposal
to broaden third-party payment powers
for S&Ls.

Adding to these specific legislative
issues are items such as national usury
laws, interest on demand deposits, com-
petition with S&Ls, restructuring the
federal agencies and a potential review
of the Glass-Steagall Act. These will
also demand considerable attention
from the financial community.

While the financial system in Amer-
ica continues to remain complex, it also
remains strong, even during periods
when it is necessary to take extra pre-
cautions in the way it is conducted.
Most important to all bankers is that
they remain open and alert to change
to assure the preservation and vitality
of a responsive banking system. * *

Export Controls
(Continued from page 62)

ly desired effect of lower grocery
prices. In reality, the ultimate results
are quite different,” he said.

He related the following potential
results of the imposition of controls on
farm exports in his speech, “Wet Side-
walks, Export Controls and Other II-
lusions™:

= Export controls, by leading to re-
duced prices, are a disincentive to pro-
duction and, hence, would reduce grain
supplies in the future rather than in-
crease them.

= Lower prices are a signal to con-
sumers to buy more, and this also
would aggravate the shortage situa-
tion—*“Controls interfere with the free
market’s ability to solve the problems
of scarcity,” Mr. Lebeck noted.

= Export controls create a price um-
brella for our competitors in the world
market, creating incentives to their
production of grains to fill the void left
by reduced American contributions to
supply.

« As an instrument of domestic pol-
icy, export controls invite retaliatory
trade restrictions against the U. S.—
both in terms of our exports and in
terns of what we wish to purchase

Name keep the EFTS issues in the forefront apr0ad (e.g., petroleum, coffee, cocoa,
Title during the year. bauxite, copper, iron ore).
Company, Pending regulatory issues that would - Export controls destroy our cred-
Address dramatically change account structure jbility as a dependable supplier of pro-
City and widen customer options available duce.
State Zip. to banks are the Fed proposals to per- « Curtailment of exports reduces
mit transfer of funds from savings to the surplus in our foreign trade balance
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of payments, which, of course, upsets
further our shaky monetary situation
and could lead to another dollar de-
valuation—*“The dime we save out of
one pocket may cost us a dollar out of
the other pocket.”

e An export pullback not only
would worsen inflation, but would
hamper efforts to curb recession—

roughly one half million farm workers’
jobs depend on exports, and another
half million are engaged in assembling,
processing and distributing agricultural
commodities for overseas shipments.

“While the arguments against ex-
port controls could be added to and
elaborated on, the point should be
clear that no matter how urgent—or
desperate—the search for solutions to
inflation is, this nation cannot afford
the high price of illusions,” Mr. Lebeck
concluded. * #

Agriculture
(Continued from page 62)

Africa are expected to continue at pres-
ent record levels. The major Latin
American markets, except Brazil, are
expected to rise moderately, the USDA
reported in its November forecast.

This year, demand for U. S. farm
products in the developed countries of
Western Europe and Japan is at a
much lower level than last year be-
cause of increased production of grains
and internal financial difficulties that
have reduced real economic growth in
those countries nearly to zero.

The People’s Republic of China has
already canceled its import commit-
ment for soybeans, and the PRC might
defer its commitment for wheat be-
cause of a generally good crop year in
that nation.

Last year, China purchased $852
million worth of American grain and
grain products, a mere sliver of the
$21.3 billion total agricultural export
figure.

The big buyers of American farm
products were Western European na-
tions, which took an aggregate of $6.8
billion worth, and Japan, which pur-
chased $3.4 billion worth of food prod-
ucts. Our continued high level of trade
with these nations are all contingent
on our ability to deliver the goods at
the time they need them and at the
price they can afford.

Price also is an important considera-
tion in American export volume, be-
cause the U. S. competes actively in
the world market with Canada, Argen-
tina, Australia, Brazil, France and oth-
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er grain-exporting nations for the
world’s business.

The official government analysis of
farm products does not specify prices
or price ranges, but trends indicate an-
other record year for export prices, top-
ping 1974, which would virtually off-
set losses due to the drop in volume.

The Chicago Board of Trade, the
world’s largest futures market, where
95% of all grain futures are traded, is
the first place where the supply-de-
mand balance in these products begins
to take shape in terms of price.

Because of reduced supplies in corn,
wheat and soybeans and soybean prod-
ucts (soybean oil and soybean meal),
higher prices have been reflected in
the futures market. A strong demand
from our foreign buyers will further
this trend.

If prices weaken, it likely will be be-
cause of a lack of demand for domes-
tic grains, weakening economies abroad
and larger than expected harvests in
importing nations. * *
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Outlook '75

Usury, Branching, HC Expansion, EFTS

Topics Set for Statehouses In 1975

USURY, branching, HC curbs and
authorization for banks to operate
remote POS and other equipment asso-
ciated with EFTS are expected to dom-
inate the state banking legislative news
in 1975.

As has been the case in the past,
none of these topics is expected to see
smooth sailing in statehouses. While
bankers tend to agree on some topics,
they are at odds on others. Thus, leg-
islators can expect to be caught in the
middle in some cases. In other in-
stances, interests opposed to banking
will do their utmost to sway legislators
to their non-bank views.

Missouri bankers are expected to re-
new their attempt to have the state
usury ceiling raised from 8% to 10% in
the 1975 legislature. The new legisla-
ture convened early this month, hard
on the heels of a special session that
was called in part to tackle the usury
guestion.

The special session came close to en-
acting what the financial community
wanted, but last-minute objections and
lack of a compromise between two ver-
sions of the legislation—one senate and
one house—could not be reached. Leg-
islature-watches declared the usury is-
sue dead when the senate adjourned
prior to the Christmas holidays, despite
the fact that there was a slight chance
agreement could be reached on the
special session’s last day, January 6.

The branching issue continues to
dominate the Illinois financial legisla-
tion scene. The Association for Mod-
ern Banking in Illlinois (AMBI) opened
its new public campaign to liberalize
antibranching law with a forecast that
it expects to win passage of legislation
this year lifting the state’s restrictions
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on branching and multi-bank HCs.

The organization conducted a two-
day statewide media drive to acquaint
the Illinois public with pro-branching
data, and predictions were made that
legislators would vote in favor of
branching and multi-bank HCs.

“We have a feeling that the mood
is changing among Illinois lawmakers,”
declared Neil McKay, an AMBI direc-
tor and executive vice president and
cashier, First National, Chicago. “We
think both political parties have be-
come more receptive to AMBI-backed
legislation.”

AMBI is expected to have legislation
introduced in the Illinois General As-
sembly that is identical to that intro-
duced last year, but not acted upon.

The bills provide for a system of lim-
ited county branching coupled with the
entry of multi-bank firms operating
within the boundaries of five regional
banking districts.

Walter J. Charlton, AMBI chairman
and president, First Trust & Savings,
Kankakee, outlined plans of the associ-
ation to present a series of “white pa-
pers” to legislators that outlined the ad-
vantages of branching to the lllinois
economy. The series of 10 papers will
be presented to legislators by key
AMBI bankers located within the leg-
islators’ districts.

At a statewide series of press brief-
ings, AMBI officials distributed copies
of a 71-page report titled “The State
of Banking in the State of Illinois.”
The report has been described as “the
most extensive study ever made of the
differences between banking services
in Illinois and other major states.”

The study said Illinois is seriously
hampered in providing jobs and main-

taining industrial growth because of re-
strictive banking legislation. It said that
loan funds that banks have available
to consumers are growing more slowly
in lllinois than in branching states like
New York and California.

A number of topics are on the leg-
islative agenda of the Indiana Bankers
Association for 1975, but final plans
had not been made in regard to some
topics by press time.

There is a possibility that legislation
to exclude POS terminals and cash ma-
chines from being termed branches will
be introduced, depending on whether
Comptroller of the Currency Smith’s
ruling permitting the national banks to
operate these units off-premises is chal-
lenged in court or not.

The IBA plans to oppose any legisla-
tion by insurance interests that would
eliminate financial institutions as com-
petitors for insurance agents.

Continuing opposition to legislation
that would permit the deposit of both
state and local public funds in S&Ls is
expected and the IBA will propose
amendments to present law providing
for the bidding by banks to obtain local
public funds. The amendments would
provide for those banks not submitting
the highest bid to be able to match the
highest bid and obtain their pro rata
allocation of public funds.

The IBA will seek legislation to al-
low annual stockholder meetings of
state-chartered banks at a date speci-
fied in the bylaws instead of within
four months after the close of each cal-
endar year, as the law currently speci-
fies. The association will also sponsor
legislation to amend Indiana law per-
taining to wage assignments for loan
payments. The law presently permits
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Start the new year nght.

O Start it with the correspondent bankers who
believe in service...responsive, efficient, rapid
service, regardless of the current difficulties.

O At Louisville Trust Bank you can count on our
correspondent banking team, backed up by every
other full service specialist.

O You can find everything you're looking for in
one convenient arrangement. Don't worry about
lost time when you work with our banking team,
headed up by Frank Nichols, Vann Doyle and
Jim Burkholder.

OO0 Louisville Trust Bank offers you the

experience, sensitive service, and understanding

of every function you need to make your

business grow in 75.

O If you're too busy to call on us, give us a

phone call, and we’ll stop in to see you.

O Start the new year right with Louisville Trust Bank.
Area Code 502, phone number 589-5440.

Ask for Frank or Jim or Vann.
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One Riverfront Plaza ¢ Louisville. Kentucky 40202 « 502/589-5440
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only credit unions to receive wage as-
signments for loan payments and the
IBA wants to amend the rule to permit
banks to do likewise.

In Kansas, the Kansas Bankers Asso-
ciation has approved proposed legisla-
tion to permit operation of automated
teller and point-of-sale terminals, but
to not require banks to share automat-
ed teller or other remote service units
installed on premises of its own main
bank or on the premises of its own de-
tached facility.

The Mississippi legislature is expect-
ed to take up the topics of multi-bank
HCs and the reappraisal of property
throughout the state to accomplish
equalization of property taxes, as well
as numerous other bills affecting bank-
ing.

The Oklahoma legislature is expect-
ed to enact legislation authorizing state
banks to participate in POS terminals
on a state-wide basis. The terminals
will be defined as service facilities and
not as branches.

Legislation authorizing banks to op-
erate an additional drive-in facility
within city limits is expected. Oklaho-
ma statutes currently allow one drive-
in facility not more than 1,000 feet
from the main office.

Limited multi-bank HCs are expect-
ed to be authorized by the legislature.
The limitations will involve total assets
or deposits as well as the number of in-
dividual banks that can be acquired.

Amendments to the state banking
code are also expected. These changes
will bring the banking laws of the state
up to par with national banking laws
and regulations, primarily in the area
of lending activities.

Restrictions on the size of HCs is ex-

This 1s no
ordinary

bank directory.

pected to be introduced in the Texas
legislature this year by the newly orga-
nized Independent Bankers Association
of Texas. It is estimated that about 60%
of the state’s banking assets are con-
trolled by HCs.

Consumer credit laws are expected
to be amended to bring them into con-
formity with federal regulations. * *

Corporate Banking Dept.
Begun at Irving Trust;
Adams Is Named Head

NEW YORK CITY—Irving Trust
has formed a corporate banking depart-
ment to serve major account relation-
ships within its metropolitan division.

Senior contact officers, several of
whom previously served as heads of
the bank’s branch offices for corporate
business, will staff the division. They
will report to William W. Lyon, divi-
sion senior vice president.

Hamilton Adams, a vice president
with 20 years’ corporate lending ex-
perience, will head the new depart-
ment. Assisting him will be George J.
Boslet, vice president and head, Ir-
ving’s Rockefeller Center Office since
1969; Vice President Charles B. M.
Douglas, head, 245 Park Avenue Of-
fice;, and George W. Cannon, vice
president and lending officer with over
15 years in the bank’s national division
and the Wall Street corporate banking
unit, metropolitan division.

What’s so special about the
American Bank Directory?
It’s the only desk-top
national bank directory, so
compact you can hold it

in one hand. ABD's
convenient thumb-indexed,
two-volume format makes it
easy to locate complete,
essential facts and figures
on every bank and multi-bank
holding company in the
nation. But that’s not all.
The American Bank
Directory is still America's

$ 25 standing AMERICAN lowest-priced complete bank
order Bank Directory directory. That’s what’s so
6364 Warren Drive  special. Call or write today
single Norcross, Ga. 30071 to order The Extraordinary
$ 3 5 issue (404) 448-1011 Bank Directory.

»Plus shipping and handling
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Key Working Committees
Are Formed by NACHA;
Chairmen Also Named

WASHINGTON, D. C.—The newly
formed National Automated Clearing
House Association (NACHA) has formed
three key working committees. The
three committees and their chairmen
are:

Systems/operation committee. James
H. Jarrell, vice president, Trust Co. of
Georgia, Atlanta, representing the
Georgia Automated Glearing House As-
sociation (GACHA). This committee is
expected to begin immediately to de-
velop improved computer software for
ACH processing centers.

Legal/ legislative committee, W. Rob-
ert Moore, senior vice president, Chemi-
cal Bank, New York City, representing
the New York CHA.

Education/communications commit-
tee, Virgil M. Dissmeyer, senior vice
president and cashier, Northwestern
National, Minneapolis, representing the
Upper Midwest Automated Glearing
House Association (UMACHA).

Messrs. Jarrell, Moore and Dissmeyer
also are on the NACHA board. Among
other directors are NACHA President
Russell L. Fenwick, senior vice presi-
dent, Bank of America, San Francisco,
representing the California CHA; Phil-
lip M. Montross, executive vice presi-
dent, Chicago CHA; Jerome PIl. Scott
Jr., president, United Misouri Bank,
Kansas City, representing the Greater
Kansas City CHA; Lawrence R. Chap-
man, vice president, First Union, Inc.,
St. Louis, representing the St. Louis
CHA,; lan Arnof, senior vice president,
First National, Memphis, representing
the Mid-South Automated CHA,; and
John C. Farrell, senior vice president.
Republic National, Dallas, represent-
ing the Southwestern Automated CHA
(SWACHA).

Paul B. Rossan, senior vice president,
First National, Kansas City, is on a
three-member, nonvoting advisory
council. He represents the Bank Ad-
ministration Institute.

The ABA provides administrative
and staff support for NACHA. How-
ever, the latter has been established as
an entity independent of the ABA.
Frank P. Curran, ABA staff director of
payment systems planning, is serving
as NACHA secretary-treasurer.
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Boost in Insurance Coverage Subject
Of Newspaper Ads Placed by FDIC

IN RECENT WEEKS, large ads
signed by the FDIC have shown up
in newspapers across the country and
such prestigious national publications
as The Wall Street Journal. Purpose of
these ads is to tell the public about the
recent increase in federal deposit insur-
ance from $20,000 to $40,000.

An FDIC spokesman said the corpo-
ration has never before spotlighted
such increases, but believed it should
do so this time because of the amount
of the insurance boost and to answer
some of the questions many people out-
side banking were asking about FDIC
insurance. In fact, the ad was in ques-
tion-and-answer form and was based
on actual questions the FDIC had re-
ceived from the public.

The questions and answers included
when the increase became effective
(November 27, 1974), how a person
can tell whether his bank has FDIC
coverage, whether and how he can get
more than $40,000 insurance at the
same bank, how he can obtain addi-
tional information and facts about the
FDIC and federal deposit insurance.

Several questions and answers cov-
ered such subjects as how frequently
FDIC-insured banks fail, what the rec-
ord of depositor protection is for in-
sured banks that failed, how large in-
surance losses of the FDIC have been
over the years and how good is FDIC
insurance. To the latter, the ad em-
phasized that the FDIC has never
failed to honor its deposit insurance
commitment. A related question and
answer dwelt on how a person can get
his deposit back if an FDIC-insured
bank fails.

The ad didn’'t shy away from dis-
cussing the two recent big bank fail-
ures, U. S. National of San Diego and
Franklin National of New York. One
guestion was: What about the $1-bil-
lion U. S. National and $3.6-billion
Franklin National?

The answer was: The FDIC laid out
about $370 million in connection with
the failure of U. S. National, but it ex-
pects to recover a substantial portion
of this amount as the receivership of
that bank progresses. In the case of
Franklin National, the FDIC’s only
outlay so far has been $100 million for
a capital note of European-American
Bank and a small amount for initial
liquidation expenses (since repaid).
Further outlays are possible, but the
FDIC’s net loss, if any, will probably

be very small. No depositor, of course,
lost a nickel in either failure.

Another question also was on the
above subject—I thought the FDIC
agreed to pay $1.7 billion to the Fed-
eral Reserve System to retire the li-
quidity loan Franklin needed before
it closed. The ad’s answer: It did, but
it has the right to collect assets carried
on Franklin’s books at more than $2
billion in order to pay off this loan.

Before the ads were published, the
FDIC sent notices to chief executive
officers of each of the 15,000 FDIC-
insured banks advising them of the ads.
The notices were accompanied by
order forms for teller window signs,
statement stuffers, window decals, etc.,
that contain copy saying that each de-
posit at these banks is now insured up
to $40,000 by the FDIC. = #

Commissioner Appeals
Pine Lawn Bank Ruling
Approving Relocation

ST. LOUIS—Pine Lawn Bank, lo-
cated in the St. Louis suburb of Pine
Lawn, received circuit court approval
to move to the Clayton area and change
its name to Ladue Inner-Belt Bank in
late November.

However, Missouri Finance Commis-
sioner William R. Kostman has ap-
pealed the ruling in the Missouri Court
of Appeals in Kansas City.

The court decision was the result of
an appeal made to the Cole County
Circuit Court, Jefferson City, following
a ruling by the Missouri State Banking
Board giving Pine Lawn Bank permis-
sion to make the move. The Board’s
ruling overrode Commissioner Kost-
man’s denial of permission to relocate.

Pine Lawn Bank has been attempt-
ing to relocate since 1971. Its first re-
quest for permission to remove was
denied by Commissioner Duane Pem-
berton, Mr. Kostman’s predecessor. Mr.
Pemberton’s ruling was upheld by the
State Banking Board and the courts at
the time.

Joining Commissioner Kostman in op-
posing the move are the City of Pine
Lawn; Clayton Bank; First National,
Clayton; and the St. Louis Minority
Economic Development Agency.

The two Clayton banks oppose the
move because Pine Lawn Bank’s new
location would be in the Clayton area.
The Minority Economic Development
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Agency opposes the move because the
Pine Lawn community would be with-
out a bank if Pine Lawn Bank relo-
cated. Also, the move could trigger
similar moves by other banks located in
minority areas.

Commissioner Kostman has stated
that Pine Lawn Bank has not been ad-
equately serving its community and
that, if it were allowed to move, there
is little indication that it would serve
its new trade area any better.
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Outlook 75

T i - T T

Outlook for the Installment Credit Industry

A question-and-answer session with William F. Schumann, president,

Insured Credit Services, Inc., Chicago.

WHAT IMPACT will inflation
Q < have on the installment credit in-
dustry in 1975?

A. | don’t have a crystal ball, but I'd
say delinquencies, up 40% in 1974
from the previous year, will go even
higher. Economic prognosticators pre-
dict an inflation rate of around 8% in
1975, which means a loss of 2% to 3%
of disposable income for the average
worker over 1974. Translated into
terms of loan repayments, it means that
in many cases, one or perhaps two of
the 12 loan repayments receivable in
1975 won’t be made.

Second, as the delinquency rate
rises, consumer groups will more for-
cibly lobby for far reaching modifica-
tion of our consumer credit laws. The
end result will probably be more legis-
lation, which tells the installment cred-
it industry not only what it must not
do, but what it must do.

For example, take the proposed re-
vision of the Bankruptcy Act. Under
this legislation, it will be illegal to re-
fuse to grant credit for the sole reason
that the applicant filed bankruptcy. In
addition, it is our understanding the
borrower, after the bankruptcy, will be
able to reclaim collateral securing a
loan included in the filing, not for the
balance due, but for the fair market
value. And the creditor will have no
choice but to return the collateral to
him. Further, the cost of filing bank-
ruptcy, will drop 50% to 60% from
present levels.
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Mr. Schumann be-
gan his credit ca-
reer with General
Finance Corp. In

1960 he became
affiliated with First
National, Evans-
ton, I, and in

1965 he joined In-

sured Credit Ser-

vices. ICS is said

to underwrite the
largest privately operated plan of
credit insurance in the U. S. for home
improvement loans, with over one bil-
lion dollars in modernization credit in-
surance having been written during the
firm’s 20-year history.

In my opinion, today’s legislative di-
rection is a one-way street where the
huge majority of debtors who do pay
their bills are being penalized to pro-
tect the small minority of debtors who
don’t.

This consumerist idealism won’t
solve the problem. It just adds to the
cost of credit extension, and the con-
sumer—the man who goes about his
business properly, the little guy who
takes care of his obligations—ultimate-
ly winds up paying for the additional
bureaucracy.

Q. Is there any specific area of bank
operations having an adverse effect on
loan profitability?

A. Yes, definitely, Insured Credit
Services (ICS) recently conducted a
survey of all the claims paid during the
previous six months, to determine the
primary reasons for default. This sur-
vey showed that 61% of the defaults
resulted either from over-obligation or
unemployment. Undoubtedly, some of
these losses could have been avoided
with experienced, well-trained adjust-
ers.

There is a tremendous profit leakage
in delinquency. Yet time and time
again, banks use the collection depart-
ment—one of the most vital operations
in the bank—as little more than a
training ground. Far too often, we see
an adjuster as a man with no experi-
ence, completely uninformed as to col-
lection techniques, with practically no
training and very little knowledge of
recessions, unemployment or marital
problems and the effect these things
have on loan repayments. He is simply
handed a portfolio of delinquent ac-
counts and told to go out and collect
them.

Q. What would you tell a consumer
banker to look out for in the way of
“high risk” potential in the home im-
provement lending field?

A. Certain credit characteristics
come up regularly in our claims. First,
the improved property is located in a
questionable area or out of the bank’s
general trade area where there is no fa-
miliarity with land values or neighbor-
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hood conditions.

Second, the analysis of income and
outgo by the credit officer is superficial.
The crux of a good credit decision is
an in-depth determination of the bor-
rower’s capacity to repay. Far too fre-
quently we see consideration given
only to fixed monthly obligations, with
no knowledge of the size of the family,
and no recognition of month-to-month
living expenses, such as auto mainte-
nance, utility bills and groceries.

A third characteristic would be lack
of reasonable background information
on the borrower or where the bank
does not take the time to determine
past credit history. Today’s situation,
particularly, makes it imperative to ob-
tain an up-to-date picture of income
and indebtedness.

Finally, we find an abundance of
borrowers who are in less than stable
occupations or occupations heavily sub-
ject to economic influence.

These characteristics are not inevita-
ble in a portfolio. They can be mini-
mized easily. Just know your borrower!
Get a complete picture of his financial
condition, conduct a thorough investi-
gation and then make a professional
analysis of the facts at hand. Informa-
tion, followed by investigation, fol-
lowed by analysis, will eliminate vir-
tually all of the bad risks.

Q. In spite of the general business
outlook, many economists are predict-
ing a record year in the home improve-
ment market. How do you account for
the wupsurge in home improvement
loans?

A. The timing is absolutely perfect
for greater emphasis on home improve-
ment lending. The baby boom of post
World War Il has just come of age.
The bulk of these people are married,
raising families and buying homes.
They are interested in improving the
livability of their surroundings, and be-
cause of the current mortgage money
crunch, they are unable to move to
larger quarters. As a result, they are ex-
panding their present homes and are
making the changes in their homes nec-
essary to add to their individual com-
forts.

The people are putting in the wall-
to-wall carpeting, the patio and the rec
room that they might not previously
have thought about because they ex-
pect to stay where they are for the next
five to 10 years, rather than moving to
a larger home.

Q. Are home loans
profitable?

A. Absolutely! Probably the most im-
portant reason for active participation
in property improvement lending is the
fact that such lending will make a
strong contribution to bank earnings.
Earnings generated on the average di-
rect home improvement loan that we
insure amount to slightly more than
$1,100. Compare that to the earnings
on other types of consumer loans. The
set-up cost on a home improvement
loan is about the same as for other
loans, and the cost of handling a loan,
once it’s on the books, is not much dif-
ferent. But the home improvement loan
produces substantially more income for
the bank.

improvement

Q. Can we expect any new trends
in 1975 regarding dealer-originated
home improvement lending?

A. Yes, for the first time in years,
bankers are in the driver’s seat, and the
money situation being what it is, they
are able to insist on adequate profit-
ability in all dealer relationships, pur-
chasing paper that is on sound terms
at realistic rates, with acceptable credit
and a minimum of complaints.

An indirect property improvement
loan portfolio can be one of the high-
est-yielding operations in a bank. But
to assure a continuing profitable rela-
tionship with dealers in the property
improvement field, we recommend that
a number of steps be taken.

First, make absolutely certain that
the dealer is financially stable and able
to install and service the job to be fi-
nanced. Obtain a current financial
statement as well as a Dun & Brad-
street report and up-to-date credit re-
port on the principals. Then make cer-
tain that all of this material is updated
on a regular basis.

Second, analyze losses and delin-
quencies on a dealer-by-dealer basis.
If the portfolio of a particular dealer
is out of line, pinpoint the cause and
either impose limitations or revise stan-
dards on that dealer’s offerings. Ana-
lyze rejects, also. A rejected loan pro-
duces no income and creates a substan-
tial investigation expense. A high reject
ratio could mean a relationship with
the dealer that has no profit in it what-
soever.

Third, review all complaints com-
pletely. If they relate to workmanship,
double check the product and installa-
tion. If they involve sales practices—a
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real danger signal—take immediate
corrective action.

Finally, visit the dealer’s place of
business on a regular basis. Evaluate
his showroom and his shop. Meet his
salesmen and his mechanics, and get
all sales literature and information
available concerning his product and
sales techniques. Look at completed
jobs periodically and talk to borrowers
to determine their opinions of the deal-
er.

Indirect loans can be a highly prof-
itable source of home improvement
business, but it does take a commit-
ment to stay on top of an operation if
success is expected.

Q. What trends, if any, do you see
developing in regard to bank manage-
ment’s concept of “full-service” in re-
gard to the consumer?

A. In recent months, management
philosophy has made a dramatic swing
toward the retail concept. The in-
depth study of banking made by Booz,
Allen & Hamilton a couple of years
ago has received wide current recog-
nition. Their report concluded that op-
timum banking success will be most
readily achieved by cultivation of the
retail consumer. Bank management has
taken this conclusion to heart, and
practically all marketing efforts of the
past year have been directed toward
the retail banking goal.

A primary example of the redirec-
tion of marketing efforts in banking is
the “servicing package” concept, where
a number of bank services are com-
bined and the package is offered at a
nominal monthly fee. The entire pur-
pose of this concept is to get the con-
sumer to be a multiple user of bank
services.

Another example of the present bank
marketing strategy is the personal
banking center, where one officer han-
dles all retail phases of banking, from
opening a checking account to arrang-
ing for a personal loan or a mortgage.

This change in marketing concept
from the wholesale to the retail offers
a real opportunity for the consumer
banker and, in my opinion, the profit
rewards can be most quickly achieved
in the home improvement loan field.

We’re in a new ball game econom-
ically, legislatively and in the market-
ing area. The climate has changed, and
in order to remain successful in the
months ahead, consumer bankers must
adapt these changes to their best ad-
vantage. * *
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The Case Against Curbs on Fed Funds Purchases

ORROWING and lending between

banks on a day-to-day basis has
become increasingly important in re-
cent years. Such operations, commonly
known as Federal funds transactions,
rose nine-fold from June 30, 1967, to
June 30, 1974. The volume of Fed
funds purchased by all banks rose from
$3.9 billion to $35.3 billion, respective-
ly, between the above dates. The lia-
bilities created by Fed funds purchases
rose from an average of 1% of total
bank liabilities in mid-1967 to 4% in
mid-1974.

The market for Fed funds is well de-
veloped. It provides a convenient
means for shifting credit from areas
where the supply is relatively large
compared to demand for loans to areas
where demand is relatively large com-
pared to supply.

The Fed funds market allocates
credit throughout the nation to its most
efficient uses. Each of the nation’s in-
dependent commercial banks can par-
ticipate in the market by purchasing
or selling funds at a rate determined
by national supply and demand condi-

By DARRYL R. FRANCIS
President
Federal Reserve Bank of St. Louis

tions. Some banks are typically net sell-
ers and others are net purchasers of
funds for extended periods of time.

A number of bank regulatory agen-
cies are reported to be considering
placing ceilings on bank purchases of
Fed funds. While not giving specific
details as to the type of restrictions
“needed” or their specific objectives,
such controls are intended to limit the
amount of liabilities that any one bank

Gitiberks Fed Fud Palicy

First National City Rank, New York,
agrees with St. Louis Fed president
Darryl R. Francis that curbs should not
be imposed on purchases of Fed funds
(see accompanying article).

“It is our basic position that free-
market forces should be allowed to op-
erate for Fed funds as well as for all
other money-market instruments, in-
cluding savings deposits,” said Donald
S. Howard, senior vice president-
finance, at Citibank.

“However,” he continued, “we do
recognize there exist abuses in the
over-reliance upon Fed funds by a few
banks. In this connection, at Citibank,
we have established an internal policy
limitation that our net purchases of
Fed funds shall not exceed the amount
of our required reserves at the Federal
Reserve Rank for a given day.”

Mr. Howard offers a suggestion for
lengthening the maturities of funds that
flow into the Fed funds market. Pres-
ently, he said, inter-bank time deposits
are subject to double reserves, with
reserves being required on the banks
obtaining the deposits which are de-
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rived from sources external to banks
and on the bank in turn receiving time
deposits from other banks.

If banks were permitted a reserve
credit for inter-bank CDs they have at
other banks similar to the credit re-
ceived for inter-bank demand deposits,
they would have an incentive to shift
from overnight Fed funds to longer
time deposits. This would serve to
increase the liquidity of the banking
industry by lengthening the maturities
of such funds, by providing a more
stable base of such funds for the bor-
rowing bank and by issuing such CDs
as a source of liquidity for the banks
holding the certificates.

“Our reaction to the possibility of
curtailing loans to reduce bank reliance
upon borrowed funds is not very en-
thusiastic,” Mr. Howard said. “Bor-
rowed funds are simply a facet of
liquidity, with Fed funds being an
important factor. We believe loan
growth should ultimately be tied to
bank profitability, loan loss experience
and capital.”

can incur through Fed-fund purchases.

In my view, such restrictions are not
compatible with an efficient national
financial market. As pointed out by the
Hunt Commission in a thoughtful re-
port on our financial institutions pub-
lished in 1971, the quality and efficien-
cy of financial services have declined
because of excessive regulation. Recog-
nizing that the public would be better
served by increased competition among
various financial institutions, the Com-
mission recommended the removal or
relaxation of most restrictions on bank-
ing. The removal of most restrictions
on banks would lead to increased effi-
ciency in financial markets.

Restrictions on the purchase of Fed
funds would reduce credit flows
through efficient commercial banking
channels. The supplies of loan funds
to areas experiencing relatively greater
loan demand would be reduced, affect-
ing borrowers adversely. Savers in
areas with lower credit demand rela-
tive to supply would likewise be af-
fected adversely, since returns on then-
savings would be reduced.

Any impediment to the efficient flow
of funds within the economic system
leads to higher average interest rates
on loans, lower returns to savers and
slower economic growth than would
otherwise occur. The contribution of
the financial system to economic
growth is maximized when credit flows
most efficiently from savers to inves-
tors. The direction of Fed fund flows
is determined by the interest rates in
the wvarious regions of the country
which are in turn determined by the
supply of savings relative to the de-
mand for loans.

If returns on investments in one area
of the nation are greater than in other
areas, banks in the high-interest rate
area will purchase Fed funds from
banks in the other areas, and funds
will continue to flow to the high-rate
area until the rates are equalized in all
areas. In this manner the nation’s sav-
ings will be used for those purposes
which provide maximum yields. Such
uses are consistent with the maximum
well-being of the people.

In contrast, when credit markets are
shackled by controls on fund flows,
such as the proposed restrictions on
Fed funds transactions, savings will not
always be wused for those purposes
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which maximize the nation’s wealth.
With such restrictions, savings cannot
freely flow from relatively low- to high-
rate areas, and part of the savings
would be used for purposes that yield
less than they would in the absence of
restrictions. Both the higher cost of
funds in the high-rate area and the di-
version of credit from its most efficient
uses retards economic growth and re-
duces benefits to the public.

The argument that banks must be
restricted from competitively purchasing
funds dates back to the great Depres-
sion of the 1930s, when it was thought
that excessive competition caused the
large number of bank failures. In my
view, the failures were caused largely
by a sharp and persistent decline in the
guantity of money.

The proponents of controls argue
that there was nothing to prevent
banks from taking one imprudent step
after another in purchasing funds until
risks became intolerable and bank-
ruptcy ensued. They have argued that
high rates paid and a large volume of
purchased funds could force banks to
make high-risk loans. | do not believe
that bankers are that imprudent with
their own future, and with depositors’
and stockholders’ assets.

Wealth maximization is a more ra-
tional explanation of bank behavior. In
my view, bankers use the same reason-
ing in deciding what rate to pay for
purchased funds, and the amount of
funds to purchase, as is used in making
other decisions concerning expenses.
They will hire additional help or pur-
chase additional automated machines
as long as the increase in expected rev-
enue from the last unit purchased ex-
ceeds the increase in total costs.

Marginal costs and returns, after al-
lowance for risks, likewise determine
the amount of credit that will be sup-
plied by any one bank. The rate of re-
turn on such credit determines the
bank’s demand for Fed funds, and the
demand for and supply of such funds
determines the amount that will be
purchased.

In  summation, restrictions on Fed
fund transactions by banks would be
economically inefficient. The concerns
over possible losses of depositors
through any bank failures that result-
ed from a more competitive financial
system, as implied by a freely function-
ing national Fed funds market, must
be evaluated in comparison with the
lower-cost financial services resulting
from such a market.

Any additional exposure of the
FDIC to the possibility of losses as a
result of Fed funds transactions could
be handled at less cost through FDIC
insurance premiums based upon the
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risk exposure of banks than through
controls.

Such controls would deny savers in
areas of relatively low credit demand
the right to a freely functioning nation-
al credit market. They deny investors
in areas of relatively high loan demand
the right to freely tap such savings,
and they deny the public the gains in
production accruing from a more effi-
cient financial market. « *

In San Diego:

Banker Chairs Session
On Energy Crisis

Earl Sneed, president, Liberty Na-
tional Corp., Oklahoma City, recently
chaired a session on “Transportation
and the Energy Crisis: Rethinking Pri-
orities” at the 80th National Conference
on Government in San Diego.

The conference was sponsored by the
National Municipal League, a non-
partisan organization for the promotion
of good government. Mr. Sneed serves
as its vice president.

He said that by bringing together a
combination of public officials, civic,
business, labor and civil rights leaders
and members of the academic com-
munity, the conference provides an op-
portunity for the exchange of view-
points from a vast cross section of the
nation’s people.

Other topics covered by this year’s
annual conference, to which the public
was invited, were public access to infor-
mation, ethics in government, citizen in-
volvement, financing public services and
reorganization of government at the lo-
cal level.

Bank Honors Judge

Cook County Circuit Court Judge Helen Mc-
Gillicuddy (I.) views American National Bank
of Chicago's display honoring her as a recipient
of the 1974 YWCA of Metropolitan Chicago
leadership award for outstanding performance
in the professions. Also pictured (I. to r.)
William G. Ericsson, bank pres.; Marjorie H.
Ericsson, chairwoman, 1974 YWCA Leadership
Luncheon; and Betty Saville, pres., Metropolitan
Chicago YWCA. The bank will continue the
display honoring seven local women for
achievements in business, professional, com-
munity and cultural activities.

First of Denver Bldg.
Sold to Equitable

DENVER—First National and EQ-
uitable Life have announced that
the latter is buying the 28-story First
National Building in Denver as the first
phase in a multimillion dollar transac-
tion. Equitable also will buy a new
six-story structure connecting the First
National Building with the new 32-story
First of Denver Plaza Building and a
new four-story “Galleria” building and
open plaza.

Ultimately, Equitable will own all
properties in the soon-to-be-completed
First of Denver Plaza, except for the
First of Denver Plaza Building. Equita-
ble will take immediate possession of
and manage both the bank building
and garage.

First of Denver will continue as ma-
jor tenant in the First National Build-
ing, occupying the first seven floors,
while Equitable will house all Denver
operations in the rest of the building.

New Charge Card Billing System
Announced by First of Tulsa

A more efficient and accurate Bank-
Americard billing system has been put
into effect, according to officials at First
National of Tulsa’s BankAmericard Ser-
vice Center.

The new “electronic value exchange”
will change the appearance of custom-
ers’ monthly bills, eliminate the mail-
ing of more than a million pieces of
paper a day among BankAmericard
banks and will furnish information to
customers more promptly, accurately
and legibly, said Peter Van Straten,
center manager.

Rather than individual copies of all
sales drafts, cardholders will receive
machine-produced facsimile sales drafts
describing all transactions with their
cards.

The facsimile draft is printed by
computer. It contains the cardholder’s
account number, identity of the mer-
chant from whom the purchase was
made, a date and dollar amount of the
transaction.

The facsimile drafts are said to be
an interim step toward a new “descrip-
tive” billing statement, to be intro-
duced early in 1975.

Under the proposed billing system,
the cardholder will receive a single
printed statement describing all Bank-
Americard transactions for the billing
period, specifically described by a date,
merchant identity and dollar amount.
Total amount of the bill, minimum
payment due, finance charges and
other account information also will be
furnished.
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BETTER TOOLS
BUILD BETTER
BANKS.

When the construction of a bank is completed,
that's when the real building begins; the building
of business. And because the foundation of a
bank's business is its checking program Harland
has designed ALL NEW SALES TOOLS to

help your New Accounts people sell your

bank's checking program. New

portfolio. New lobby folder. i

New check selection folder. >

And several completely new

checks to aid in building

business. Whether your bank is V
old or new, large or small,

Harlands exciting new products

and marketing ideas can help.

AskyourHarland Representative

about what's new.

Harland's New Sales Tools
Help You Keep On Building.

H A RLA N D
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Bank on

more from Mercantile...

We solve problems that
don’t come up every day... every day.

At Mercantile, it's often “busi-
ness as unusual.”

Expect us to handle the
unexpected.

We look upon problems as
opportunities.

That makes us different.

We’'re big on the little things for
our correspondents, too.

We know that sometimes small
problems can be big to your
customers.

Want some personal corre-

spondents? Call Mercantile at
(314) 231-3500.

Count on Mercantile.
Where you count.

M = Rcnrm I=

B nn<

Central Group, Banking Dept. « Mercantile Trust Co. N.A.
St. Louis, Mo. « Member F.D.I.C.
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Study Reveals Possible Future Interest Rates

T HE CURRENT structure of interest
rates suggests that the financial com-
munity is expecting an annual rate of
inflation of about 6.4% over the next 25
years. If that develops, total returns on
common stocks should average about
14.1% per year, according to a study
released recently by two economic re-
searchers.

Roger G. Ibbotson, professorial lec-
turer in finance at the University of
Chicago’s Graduate School of Rusiness,
and Rex A. Sinquefield, trust invest-
ment officer, American National, Chica-
go, revealed findings of their 18-month
research project entitled “Stocks, Ronds,
Rills and Inflation: The Past and Fu-
ture” at a seminar on the analysis of
security prices at American National,
Chicago.

Appearing with the research team at
American National was the bank’s presi-
dent, William G. Ericsson. The bank
helped fund the Ibbotson-Sinquefield
project. “We are continually interested
in academic research of this nature and
the Ibbotson-Sinquefield study should
have significant impact on future capital
market forecasting,” Mr. Ericsson said.
“Earlier studies have led to practical in-
vestment applications, such as the mar-
ket index fund, which we at American
National utilize with great success in
our investment procedures,” he added.

The study was approached in two
phases: historical and future. In the first
phase, Messrs. Ibbotson and Sinque-
field measured the total rate of return
on a market weighted common stock
portfolio for a 48-year period from
1926-1973. Included also were total
rates of return over the same period on
long-term U. S. government bonds,
Treasury bills and inflation. In phase
two, the research team developed a
model which simulated future total
rate of return distributions for stocks,
bonds and bills, and related them to
forecasted inflation rates from 1974
through the year 2000. The model in-
corporated the historical data from
phase one and recent theoretical and
empirical academic findings.

The principal historical findings in
phase one of the research, 1926-1973,
were:

= The annual rate of return on com-
mon stocks was 9.3% per year.

= In 32 of the past 48 years, stock
returns were positive and in 16 years

Participating at briefing at American Nat'l,

Chicago, were (from 1) William G. Ericsson,
bank pres.; Roger G. Ibbotson, University of
Chicago; and Rex A. Sinquefield, bank trust in-
vestment officer.

negative. The total annual returns
ranged from a high of 54.0% in 1933 to
a low of -43.4% in 1931.

< The annual rate of return on long-
term U. S. government bonds was 3.6%
per year from 1926-1973.

= The annual rate of return on U. S.
Treasury bills was 2.1% per year from
1926-1973.

= Inflation, as measured by the Con-
sumer Price Index, was 2.1% per year
from 1926-1973.

e The annual rate of return by
which stocks exceeded Treasury bills
was 6.9%.

« The annual return on bonds in ex-
cess of bills, sometimes referred to as
the liquidity premium, was 1.3%.

= The returns on bills in excess of
inflation, sometimes referred to as the
real or true rate of interest, was 0% over
the period 1926-1973.

The principal predictions of simula-
tions for the years 1974-2000 include
the following:

< The expected compounded rate of
return on common stocks through the
year 2000 is 14.1% per year.

= The forecast inflation rate through
the year 2000 is 6.4% per year and this
rate is reflected in stock returns. There
is a 5% chance that inflation for the
period 1974-2000 will be as low as 3.8%
per year, and a 5% chance that it will be
as high as 8.5% per year.

= The expected compounded rates of
return on U. S. government bonds and
U. S. Treasury bills through the year
2000 are 8.4% and 7.1%, respectively.

= For any given year, conditional
upon the forecasted 6.4% inflation rate,
there is a 5% chance that returns on
stocks will be below -25.5% and a 5%

MID-CONTINENT BANKER for January, 1975

chance that they will be above 56.0%.

= Through the year 2000, there is a
5% chance that annual returns on stocks
will be below 7.0% and a 5% chance
that annual returns will be above 23.1%.

= For the period 1974-1980, there
is a 20% chance that stock returns will
not be sufficient to offset inflation. Even
for the period 1974-2000, there is a 3%
chance that stock returns will not offset
inflation.

= There is also a 3% chance that the
stock market will produce returns of
almost 24% per year, or that $100 in-
vested at the end of 1973 would be
worth about $32,000 by 2000.

« For the period 1974-1980, there is
a 96% chance that stock returns will be
positive and only a 4% chance that re-
turns will be negative. * *

Arizona Bank's Travel Offer
Eliminates Quien Sabe

PHOENIX—Arizona Rank has an-
nounced its Mexico Travel Pack, de-
signed to take the quien sabe (who
knows) out of traveling in that coun-
try.

The compact unit sells for $10 and
contains 100 pesos ($8) in Mexican
currency, a conversion chart, map of
Mexico and Boye DeMente’s newly re-
vised Insiders Guide.

The guide includes information con-
centrating on five major Mexican tour-
ist areas, on recreational opportunities,
cultural facilities, dining, lodging ac-
commodations, shopping tips, personal
services and an extensive section on
“Advance Information.”

BAI Veteran Dies

The first full-time employee of
Bank Administration Institute—Dar-
rell R. Cochard—died recently in
Los Angeles at age 78. He had been
retired since 1961.

Mr. Cochard joined BAIl—then
the National Association of Bank
Auditors & Controllers—in 1940,

coming from Cleveland Trust, which
he had served as auditor since 1924.

Among his BAI positions were
managing editor of the monthly
magazine, assistant secretary and
managing editor, executive secretary
and managing editor and executive
vice president.
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Will Sale of Gold
Be Boom or Pitfall

For Nation's Banks?

By ROSEMARY MCcKELVEY

Managing Editor

T HE 40-YEAR BAN on U. S. citizens’
ownership of gold was lifted at
year-end 1974, and the metal that has
had a unique and attractive mystique
for 6,000 years can now be bought,
sold and traded in this country. Of
course, this development has special
significance for banks because they can
be not only sellers of gold, but can—
if the buyers wish—store the gold they
sell. Under the law that permits this
gold ownership, however, gold also can
be sold by brokerage houses, retail
establishments, mail order novelty
houses and coin dealers. Thus, gold
sales won't be strictly a bank service.

In addition, as this issue of Mid-Con-
tinent Banker Was going to press, the
United States was holding an auction
of two million ounces of gold from its
official stocks.

Although it’s too early to tell whether
there will be a mad rush to buy gold,
many banks as early as last October in-
dicated they will sell it, and others are
constantly being added to the sellers’
list.

Because the sale is a new program
for this generation of bankers, there are
many questions for which they need
answers. Knowing this, the ABA is
holding a Gold Seminar January 8-10 in
New York City’s Americana Hotel. In
addition, the ABA has published a six-
page folder for bank customers, “Facts
About Buying Gold.”
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These are samples of gold bullion and coins, ownership of
which is now legal for U. S citizens following lifting December
31 of 40-year ban on such ownership. Photo supplied by
Mocatta Metals Corp., New York City.

The ABA’s Gold Seminar is de-
signed to make bankers aware of some
of the potential in America’s new gold
market and some of the pitfalls, such as
problems of verifying authenticity and
purity of gold presented as collateral or
for sale, handling and storage/safekeep-
ing, according to A. Robert Abboud
Mr. Abboud is chairman of the ABA’s
Commercial Lending Division and dep-
uty chairman, First National, Chica-
go, which has announced its decision
to sell and warehouse gold.

The Gold Market

More than 12 million people, or
18% of the American public, have
indicated they would be likely to
purchase gold, now that ownership
of the precious metal has become
legal. The figure resulted from tabu-
lation of a survey made for Mocatta
Metals Corp., New York City, said
to be the largest U. S. bullion dealer.

Banks were heavily preferred as
the place to buy gold. Some 56% of
those surveyed said that, if they
bought gold, they would expect to
do so at a bank, a nationwide Gallup
sampling among 1,557 adults found.

Interest in buying gold was not
restricted to higher income individ-
uals. Approximately the same per-
centage of individuals in all income
groups over $5,000 indicated interest
in buying gold.

The ABA’s Gold Seminar features
panel discussions by experts, who are
exploring questions pertinent to both
individual and bank involvement in gold.
These questions include: Can and will
banks take a position in gold? If so,
should they purchase gold coins or bul-
lion, or both? Will banks be asked to
accept gold as collateral for loans?
Should loans be granted for gold pur-
chases?

The ABA booklet, “Facts About Buy-
ing Cold,” has been designed as a use-
ful handout regardless of whether a
bank offers gold for sale. The associa-
tion suggests that banks consider using
copies as statement stuffers and on lob-
by counters and racks. Banks may order
guantities of the folder by contacting
the ABA’s Order Processing Depart-
ment. 1120 Connecticut Avenue, N.W.,
Washington, D. C. 20036.

A complete gold program for banks
is being offered by Mocatta Metals
Corp., New York City, a dealer in gold
and silver bullion. Participating banks
will receive gold bullion and selected
gold coins from five countries on con-
signment from Mocatta and offer them
to investors, both through their own
branches and through correspondent
banks. Participating banks will be of-
fered coined and cast gold bars manu-
factured by the Engelhard refinery in
weights of one-half, one, five, 10, 32.15
(kilogram) and 100 troy ounces. (The
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word “troy” is derived from the French
town of Troyes, where a system of
weights for gold, silver and precious
stones was first used at medieval fairs.)
Gold coins included in the program will
be the U. S. $20 gold piece, Mexican
20- and 50-peso coins, the South Afri-
can Krugerrand, the Austrian 100-
Crown piece and the British sovereign.

The Mocatta Corp., Mocatta Metals
Corp.’s marketing arm, has developed
what it describes as “a vigorous market-
ing support program to aid banks, with

is enabling participating banks to estab-
lish their own prices to the public with
some assurance of the price they will
pay for replenishing supply. At the
same time, said the firm, it’s protecting
participating banks against market vari-
ables in price and sales. Banks can re-
turn any unsold consignment to Mocat-
ta.

As a professional bullion dealer,
Mocatta always quotes a bid price for
gold, and participating banks will be
able to repurchase Mocatta gold bars

Burns Worried About Gold

An “uncomfortably large sum” of
money may be pulled out of savings
accounts and other assets to buy
gold, disrupting financial markets,
warned Fed Chairman Arthur Burns
last month.

Dr. Burns is so concerned about
the possible disruption that he en-
dorsed a bill that would have post-
poned for six months the date on
which Americans could purchase

continue to play an important role in
the international monetary system
for some time.

Dr. Burns warned that distur-
bances of the money and capital
markets, caused by a rush to pur-
chase gold, could hurt those sectors
of the economy most dependent on
credit, such as housing. It could al-
so drain funds from the stock and
bond markets, crimping the supply
of funds for business capital spend-
ing, he said.

and coins from the public to whom they
sell, thus assuring a market for the
product. Similar repurchase arrange-
ments are likely to be established be-
tween the “wholesale” banks that re-
ceive direct consignments and the cor-
respondent banks they serve.

On all Mocatta delivery orders, insur-
ance is arranged with Lloyd’s Under-
writers and London Insurance Com-
panies on gold while it’s in storage.

Mocatta Metals Corp. is the U. S. af-
filiate of Mocatta & Goldsmid, Ltd., the

a model plan for administrative pro- gold. British firm that has served as bullion
> cedures, personnel training, sales sem- The Fed chief openly disagreed dealer for Bank of England since 1696.
inars, promotional and advertising with Treasury Secretary William Si- Gold Futures. The end of the four-
materials and consumer education aids.” mon about the effect public owner- decade moratorium on ownership of
n According to Mocatta, a unique fea- ship of gold would have. While Sec- gold by this country’s citizens also sig-
ture of its marketing plans will be a retary Simon was  reported to be nals the beginning of a new era in the
daily fixed price for several of the gold f:gg:r']?rf abc::ct‘ t;:dﬁﬁnseq;fncgzr':: futures market. As the Chicago Board
items in the program. The bank will exp’:esseéJ ctg)nsiderablegéonce.rn. Mr. of Trade has pointed out, “Gold’s price
call Mocatta on opening each morning Simon believes that gold should be volatility heightens the risk of holding
for the day’s price, which Mocatta will dethroned to the status of an ordi- inventories, but this added risk can be
guarantee until the bank’s closing that nary commodity like soybeans, but minimized in the gold futures market.
~ day. Thus, Mocatta continued, the firm Dr. Burns predicted that gold would Commercial firms use the futures mar-

kets to manage their risks. They hedge
in the futures market. Speculators as-
sume this risk in the hope of making a
profit.”

The Chicago Board of Trade—which
began trading gold futures January 2—
described hedging as the initiation of a
position in the futures market that’s in-
tended as a temporary substitute for
the sale or purchase of the actual com-
modity. Firms use selling edges to pro-
tect inventory, limiting some of the risk

(Continued on page 98)

Regulatory Agencies Issue Policy Statements on Gold for Banks

HE REGULATORY AGENCIES
have issued rules commercial banks
must follow if they decide to sell, buy
or store gold. As of December 31, the

gold that qualifies as coin, or bullion
of at least .900 purity or better.

The Fed and FDIC also warned
banks that the new law allowing U. S.

citizens to own gold doesn’t make the
Joint Gold Resolution of 1933 obso-
lete. That resolution says it is against
public policy for obligations to be pay-

receipts for gold without considering
the implications of securities laws, and
any gold for which a bank issues any
form of receipt must be physically held
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on hand at all times and under strict
safeguards. Also, said the Fed, gold-
related loans will be considered non-
productive credits unless extended for

> 40-year ban on public ownership of aple only in gold or in an amount of commercial or industrial purposes.
gold was lifted, and many banks al- money measured by the value of gold Furthermore, the Fed continued, as
ready have announced their intentions and that contracts to such an effect are  with any commodity loan, it’s antici-
to sell gold. not enforceable. pated that banks will carefully consid-
A Both the Fed and FDIC believe The Fed’s Policy. The Fed has an- er such matters as adequacy of margins
banks should consider confining their nounced that gold may not be used to on loans collateralized by gold, pre-
trading in gold to purchases and sales satisfy reserve requirements and Fed- cautions to assure authenticity and safe
- on a consignment or agency basis. The eral Reserve banks won't accept gold custody of gold held as collateral and
FDIC said this was wise because the as collateral for advances to member total risk exposure from gold-related
- four-decade-long prohibition against panks or perform services that have to loans. Fed examiners will closely mon-
U. S. citizens holding and trading in  do with gold. Also, Fed-member banks itor relevant accounting and record-
gold has meant that few persons have were advised to act only on a consign- keeping practices of banks dealing in
even a nominal degree of expertise in  ment basis or otherwise as agent in gold. They also will be concerned with
such activities. The Comptroller said gold-related activities. bank-management expertise in gold-
v that national banks may deal only in The Fed warned banks not to issue related transactions, risk undertaken in

relation to a bank’s equity capital and
needs of customers.
FDIC’s Policy. The FDIC’s policy
(Continued on page 98)
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the extra margin of service
that's typically

DIEBOLD

The Diebold Visual Auto Teller Il system includes a feature that tells a lot about the way
we approach any bank customer service or bank security problem. With the Diebold
Visual Auto Teller Ill, the teller can extend the carrier an extra margin when needed —
sparing your customer extra effort and the embarassment of not having positioned the
car properly. O A detail, yes. But one that symbolizes a thoroughness and thoughtfulness
you'll find in every aspect of our comprehensive bank security and bank customer service
systems. O We treat your security and your customers as if they were our own. And
that's with a great deal of care, consideration and conscientious effort. O Isn't that the
kind of attitude and capability you want working for you?

another example of our total capability

DIEBOLD

INCORPORATED
BANK & BUSINESS SYSTEMS
CANTON, OHIO 44711

"W e know how to help you'

In Canada: The Diebold Company of Canada Ltd., Toronto and Montreal
Digitized for FRASER
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Scenes at First of Hutchinson's bankers'
LEFT: (from 1) Fred N. Coulson,
Clyde O. Burnside, American State,

In Kansas:

open house in November.
Commerce Bank, Kansas City, Mo.;
Great Bend; Jordan L Haines,
Fourth Nat'l, Wichita. MIDDLE: (from |) Mrs. E W. Farrell, First Nat'l,

Sterling; Mrs.
Minneapolis;

Nat'l, Amarillo, Tex.

C. A. Abercrombie, Mr.
Mrs. Leonard J. Beutler, Mr.
(from 1) Mrs. Rook, Mrs.

Abercrombie, Citizens Nat'l,
Beutler, host bank. RIGHT:

Nation Meyer, host bank; Bob Rook, First

Eight-Story First National Center Tower

Completed by First of Hutchinson

EDICATING itself to another cen-

tury of service to Hutchinson and
southwestern Kansas, First National,
Hutchinson, recently completed its new
eight-story First National Center.

Dominating the city’s skyline, the
new 90,000 square foot structure al-
lowed the bank to more than double its
area and triple space available to ten-
ants. Completely designed, engineered
and decorated by Hutchinson firms, the
building stands as testimony to the
talent and expertise located in the
home community.

Completion of the building was cele-
brated in November and December by
a series of events for stockholders, cus-
tomers and friends. Approximately 400
people attended a Bankers Open
House. During the public open house,
approximately 6,000 people viewed the
facility.

Although construction lasted only
two years, the project required some
unusual and specialized planning, de-
sign and construction techniques. The
dual-phase construction was completed
without sacrificing a day of business or
the 98-year location the bank has re-
tained since its founding in 1876.

Plans for the major expansion were
announced in January, 1972, by Presi-
dent Nation Meyer. Ten months later,
on October 27, groundbreaking cere-
monies were held.

The bank had already purchased the

Leonard J. Beutler (I.) chairman, and Nation
Meyer, president, First Nat'l, Hutchinson.

MID-CONTINENT BANKER for January, 1975

land and building adjacent to its exist-
ing structure on the north. On this site
a new foundation was completed and
an eight-story steel superstructure was
erected. This superstructure was con-
nected to the steel in the existing six-
story bank building that had been com-
pleted in 1912. In addition, two more
floors of steel structure were erected
directly atop the old building.

One year later, the northern part of
the project was completed. Tenants in
the old bank building moved north into
their new offices. In most instances, the
new offices for tenants were located on
the same floors as the old ones. Moving
involved knocking a hole in the bank’s
north wall on each floor and walking
through into the new space.

Once the bank and tenants were
located in this new space, demolition
of the old six-story building began.
Only the original 1912 superstructure
was left intact. New floors, new me-
chanical and electrical systems were'
installed, while the facade of white
marble, reflective glass and bronze was
put in place.

The final result is a building 150
feet X 125 feet at ground level and a
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seven story office tower 100 feet square. Also, Hutchin-
son’s only multi-level parking garage was constructed
to the west of the new building on a site previously
occupied by an attached motor bank. A new extended
facility, the bank’s second, was built less than one
block to the southwest.

With 738,000 pounds of marble, steel and concrete
as its foundation, First National Center contains 90,000
square feet of carpeted floor space.

Located in the basement of the center is the bank’s
new, computerized automation center, one of two in
the state of Kansas. The system saves building en-
gineers countless hours, according to bank officials, as
ventilation, water pressure and air conditioning are
monitored from one central location.

The bank now occupies the entire 17,000 square feet
on the first floor, plus parts of the second and third
floors. The large lobby accommodates all bank depart-
ments except bookkeeping and the proof and transit
operations, which are located on third floor. In addi-
tion, the bank maintains private meeting, conference
and dining facilities on the second floor, adjacent to the
Hickory House Restaurant, leased and operated by a
Kansas City, Mo., restaurant chain. First National is
said to be one of three banks in Kansas to have a public
restaurant on its premises.

Hutchinson was just four years old, a village of 1,500,
when First National was organized by E. L. Meyer,
S. W. Campbell, L. A Bigger and their associates.
Known simply as “Bank,” the institution began opera-
tions in a one-story frame shack at Sherman and Main
streets.

“Probably no institution received a more cordial
welcome and more public appreciation,” said the Hutch-
inson Neivs, for in those days, banks were unknown
to the settlers west of Emporia. Up to the time the
bank was opened, businessmen and general merchants
handled the finances of the pioneers.

First of Hutchinson has long been a leader among
Kansas banks. Over its 98-year history, the bank has
experienced a steady growth of total resources. Starting
almost a century ago with $19,800 of capital and total
resources of $56,700, the bank’s total resources are now
in excess of $96 million. Only two months ago, at a
stockholders meeting, the bank increased its capital
stock from $1,500,000 to $2,250,000 by stock dividend.
First National is said to have the largest equity capital
structure of any bank in southwestern Kansas.

Chartered in the days when banks were unknown to
the settlers west of Emporia, First National has had a
rich and solid history. The bank looks forward to
another century of progressive service to its community
and its state. * *

Construction of First Nat'l Center began with erection of super-
structure on property adjacent to existing bank (top photo).
Northern portion of new tower was completed and occupied be-
fore old bank building was demolished (second from top). Super-
structure of old building was retained and tied in with that of
new building (third from top). Finished structure (bottom photo)
shows center as it looks today. Phased construction enabled bank
to avoid relocating during project.
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For your bank’s complete gold program
look to

the largest gold and silver bullion dealer
In the United States.

Called “the broker's broker” and the “merchant’s merchant THE MOCAE 1A CORPORATION now invites you
to inquire about its complete gold program for banks: GOLD FOR AMERICANS.

Nowhere will you find an organization as at home in the gold.market as MOCATTA, whose principal activity
is the daily buying and selling of precious metals. To qualified banks...

*MOCATTA will sell Moz, 10z, 50z, 10 0z, and 1Kkilo bullion bars produced by respected refiners, and a
selection of coins including the beautiful Mexican 20 and 50 Peso, the Austrian 100 Crown and the South
African Krugerrand.

« MOCATTA assures your bank of a long term gold supply and can offer your customers the opportunity to
sell as well as buy—simply, fairly, quickly, through MOCATTA’s unique marketing system.

«MOCATTAS consignment program enables you to hold stock in your own vaults, for convenience in serv-
ing both customers and correspondents.

«MOCATTAS gold items will be available to the public, through the bank, on the basis of a known price.
Thus your customers will be able to purchase their gold and take delivery immediately without risk to your
bank.

« MOCATTA will provide specific programs for your use in trading, trust and pension departments. And
seminars for the training of management and tellers alike. Also a full-time, permanent account executive who
will assist in directing your gold program.

« MOCATTA will schedule advertising support for your bank’s gold program. Additional promotional assist-
ance is part of the plan: point-of-purchase displays, ad mats, descriptive brochures and illustrated fliers featur-
ing your bank’s name.

THE MOCATTA CORPORATION is the marketing arm of MOCATTA METALS CORPO-
RATION, with $2 billion annual sales. Its London affiliate, Mocatta & Goldsmid Ltd., founded
in 1684 and bullion broker to the Bank of England since 1696, is the oldest member of the
London Gold Market which twice daily fixes the price of gold.

MOCATTA now offers your bank the most enlightened plan yet devised for observance of the
1975 law. We will be glad to send you information about MOCATTA’s pricing system, its volume
discount program, and its view on earnings which banks may achieve in gold marketing.

Please write: Mr. Dominick Passaro, Bank Marketing Director TS
THE MOCATTA CORPORATION umm mm
25 Broad Street, New York, New York 10004
or Call (212) 785-1354

© 1974 The Mocatta Corporation
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NEWS

From the Mid-Continent Area

Alabama

m HAROLD G. GRAHAM JR. has
been promoted to vice president, busi-
ness development, First National, Bir-
mingham. In other bank action, Albert
D. “Pete” Smith, employee benefit de-
partment; John A. Bostwick, personal
trust administration department, and

C. W. Scott Jr.,, manager, trust oper-
ations department, have been promot-
ed to vice presidents and trust officers.
Mr. Graham has been with First Na-
tional since 1965, while Mr. Smith has
had 21 years of banking experience.
Mr. Bostwick has practiced law and
dealt in stocks and bonds, and Mr.
Scott has been with the bank since
1962.

Let our
billion dollar
organization
help your
bank profit.

Call Frank Plummer,
Chairman and President

First Alabama Bancshares, Inc.
Present and Proposed Affiliate Banks

The First National Bank of Montgomery

Exchange Security Bank,

Birmingham

The First National Bank of Huntsville

City National Bank of Tuscaloosa

The Dothan Bank and Trust Company

The Selma National Bank

First City National Bank of Gadsden
The First National Bank of Athens

The First National Bank of Bay Minette

Citizens Bank of Guntersville

American Bank & Trust Company, Hartselle

Phenix National Bank, Phenix City

Farmers & Marine Bank,

Bayou La Batre

The Citizens Bank, Moulton

86

. MARY GEORGE JORDAN
WAITE, chairman and president,
Farmers & Merchants, Centre, was rec-
ognized by the Future Farmers of
America at the organization’s 47th an-
nual convention in Kansas City. During
1974, Mrs. Waite served as a member
of the sponsoring committee of the FFA
Foundation, which raises the funds to
support the FFA National Awards pro-
grams each year. She was elected to
the National Foundation Board of
Trustees, Kansas City, for two years.
Mrs. Waite also has served as Alabama
state chairman for the FFA Foundation
the past four years. She is the recipient
of the Honorary American Farmer De-
gree, Honorary State Farmer Degree
and Honorary Chapter Farmer Degree.

Mary George Jordan Waite, ch. & pres.,
Farmers & Merchants, Centre, shakes hand of
Ed Carter, 1974-75 ch.. Future Farmers of
America Foundation Sponsoring Committee,
while Mark Mayfield, National FFA pres., looks
on. Mrs. Waite received recognition from FFA
for service.

m JOHN P. WILSON has been elect-
ed vice president, City National, Do-
than. Mr. Wilson was a chapter ser-
vice consultant for Alpha Tau Omega
Fraternity, Inc., until going to the
bank in 1971. He has been an assistant
cashier and loan officer since 1972.

m E. HARRIS REYNOLDS has been
promoted to assistant correspondent
loan officer, Central Bank, Birmingham.
Mr. Reynolds joined the bank in 1973.
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m JERALD L. IKNER has joined
Central Rank, Eufaula, as cashier. Mr.
Ikner was formerly assistant account-
ing officer for Central Bank of Ala-
bama, Decatur.

Died: William C. Bowman, 92, on
November 23, after a brief illness. Mr.
Bowman was chairman emeritus, First
National, Montgomery. He joined the
bank in 1922 as vice president and
trust officer, becoming president in
1929 and chairman in 1948. Mr. Bow-
man also served as an Atlanta Fed di-
rector. He retired from First National
in 1964.

Arkansas

m GARY L. BONNER, controller/op-
erations division; Margaret A. Brooks
and Loma L. Duer, consumer division;
Dorothy H. Johnson, properties man-
agement division; and Virginia Wide-
man, consumer division were named
administrative assistants at Worthen
Bank, Little Rock. In other bank action,
Mattie Agee, Patricia Brasko, Michael
L. Fendley and W. Paul Lawson have
been named assistant cashiers, while
James E. Fisher has been promoted to
data processing marketing officer.

m ED WALTON, Commercial Na-
tional, Little Rock, has been promoted
to vice president, commercial loan de-
partment. In other bank action, June
M. Baskin has been promoted to assist-
ant to the president; Ken Cadman, as-
sistant vice president, bookkeeping;
Hollis  Pruitt, branch officer, Park
Plaza; and Doris Jean Jackson, assist-
ant cashier. Donald White has joined
the bank as trust officer. He was a trust
investment officer, Union National, Lit-
tle Rock. Mr. Walton joined the bank
staff in 1973 as assistant vice presi-
dent, commercial loan department.

m VERTIS DAUGHERTY has been
promoted to assistant vice president,
Union National, Little Rock. Mr.
Daugherty has been with the bank 27
years, having been assistant auditor
since 1970.

IHlinois

m HARLEY G. DAVIS has been ap-
pointed vice president, First Granite
City National. Mr. Davis has been in
banking since 1953, beginning his ca-
reer with Harris Trust, Chicago. In
1968, he became assistant vice presi-
dent, commercial loans, First Trust,
Kankakee. Mr. Davis has served as
president, Group Two, lllinois Bankers
Association.

m THOMAS P. MARRAZZO, depart-
ment of the comptroller, Exchange Na-
tional, Chicago, has been promoted to
vice president. Also promoted were
Michael J. Mascheri, loan review de-
partment, to assistant vice president.
John J. Farrell, department of the
cashier and John D. Hill, executive
department, to assistant cashiers.

m HOWARD C. RAPP has joined
Bank Building Corp., St. Louis, as a
consultant services manager, Central
Financial Facilities Division, represent-
ing the company in central and north-
ern Illinois. Prior to joining BBC, Mr.
Rapp was a registered representative
for Hornblower & Weeks, Hemphill,
Noyes of Peoria.

m NORTHERN TRUST, Chicago, an-
nounced the following promotions:
Clyde W. Reighard, international de-
partment, and Lawrence H. Brown,
John P. Byram and Robert L. Yoder,
bond department, became senior vice
presidents. Named vice presidents were
Harry B. Wilson, international depart-
ment (on loan to London Multinational
Bank) and J. David Brock, bond de-
partment. In the trust department,
Thomas N. Boyden and Jonathan A
Veeder have been promoted to second
vice presidents.

Plum Grove Bank Opens Building

Plum Grove Bank, Rolling Meadows, recently
occupied this new building, constructed by
Bank Consultants of America, which maintains
an office in the structure. The 12,000 square
foot building includes more than 7,000 square
feet of expansion space. The building also
houses the offices of Financial Shares Corp.,
whose president is George Morvis, former
secretary of the lllinois Bankers Association.
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m VICTOR F. GRANDA JR. has been
elected assistant cashier, National Stock
Yards National, National City. Mr.
Granda will be in charge of automation
and transit. He has been with the bank
29 years.

Suhr Dies
Robert C. Suhr, 63,
exec, Vv.p., commercial

banking dept., Conti-
nental Bank, Chicago,
died unexpectedly De-
cember 12. He joined
the bank in 1933, be-
came sr. v.p. and
head of the national
divisions in 1965 and
an exec. v.p. in 1971.
Mr. Suhr was a direc-
tor, Continental Bank
Internat'l, New York
City, a subsidiary of
Continental Bank.

m ILLINOIS BANKERS SCHOOL,
June 1-13, at Southern Illinois Univer-
sity, Carbondale, recently announced
its new board of trustees. J. Gordon
Bicket, president, Watseka First Na-
tional, is chairman. Members are:
Charles F. Arbuthnot, executive vice
president, First National, Wood River;
Anthony C. Duvall, vice chairman,
Marquette National, Chicago; John H.
Thode, executive vice president, Ever-
green Plaza Bank, Evergreen Park;
Richard T. Reid, vice president, State
Bank, Prairie du Rocher; Richard K.
Pettenger, assistant cashier, City Na-
tional, Dixon; and Richard E. Colbert,
vice president, American Bank, Cerro
Gordo.

m JAMES L. ROBERTS, banking de-
partment, Harris Bank, Chicago, and
John M. Alogna, trust department,
were elected vice presidents. Lillian M.
Kluses, banking department; Stacy A.
Lyle, staff department; James H. Over-
holt, investment department; John L.
Butler, Richard A. Lemmert and Vin-
cent O’Brien, all of the investment de-
partment, New York office, were ap-
pointed assistant vice presidents.
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Indiana

SETEAR BAKER

m JOHN W. SETEAR has been ap-
pointed a consultant services manager,
Northern Financial Facilities Division,
Rank Ruilding Corp., St. Louis, rep-
resenting the company in northern In-
diana. Mr. Setear had been a consultant
services manager for EEC Health Care,
another Bank Building division, prior to
his recent appointment. Previously, he
had been associated with F. W. Dodge
Corp.

m DONALD A. BAKER has been
named sales engineer for the Indian-
apolis branch of LeFebure Corp., Ce-
dar Rapids, la. He will sell LeFebure
banking equipment and security sys-
tems within a 15-county area.

25-Year Employee Honored

Bessie Kneisley, asst, mgr., Northern Indiana
Bank, Kouts, shows a necklace made with
a rare $5 gold piece, presented to her by
Joseph W. Bibler, bank pres., commemorating
her 25 years' service with the bank.

COM
N AT

s RICHARD A. RANDALL was
elected controller, while Londele White
and Edith lvy Payne were named as-
sistant cashiers, Marion National. Prior
to joining the bank staff, Mr. Randall
worked for American Marketing and
Management, Fort Lauderdale, Fla.
Mr. White joined the Marion National
staff in 1971. Mrs. Payne has been with
the bank since 1966.

Kansas

JOHNSON AMSTUTZ
RYAN SMITH
m FOURTH NATIONAL, Wichita,

named four officers as senior vice presi-
dents. They are: P. T. Amstutz Jr., oil
and gas department, general loan divi-
sion; Monte C. Johnson, marketing di-
vision; Paul E. Ryan, computer services
division; and Robert M. Smith Jr., com-
mercial loan department. Other man-
agement promotions at Fourth National
included: Gary L. Gamm, investment
division; Paul D. Stephenson, com-
mercial loan department; Richard L.
Strecker, consumer loan department, all
to vice presidents. A. W. Kincade Jr.,
trust division, was named vice president
and trust officer.

ERCIAL

M
O N AL

B A N K
6th & Minnesota Ave. 913 371-0035
Kansas City, Kansas 66101

PROFESSIONAL CORRESPONDENT TRUST SERVICE
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Charles J. Chandler Dies

WICHITA—Charles J. Chandler,
72, member of a prominent Kansas
banking family and chairman, First
National, died December 15.

He entered banking by organizing
First State, Gage, Okla., in 1924, He
moved to Wichita in 1928 and
joined First National, where he be-
came president in 1944 and chair-
man in 1952.

Mr. Chandler had two sons and
three brothers, all of whom are in
banking in Kansas. His sons are
Charles Q. IlI, president, First of
Wichita; and Jerome L., president,
Fanners State, Sterling. His brothers
are William W., chairman, Chandler
National, Lyons; George T., chair-
man and president, First National,
Pratt; and Anderson W., president,
Fidelity State, Topeka. In addition,
a brother-in-law, Robert M. Clogs-
ton, is president, First National, Ot-
tawa, where Mr. Chandler’s sister,
Mrs. Clogston, is a director.

m HAROLD E. HENTON, executive
committee chairman, Southwest Na-
tional, Wichita, retired recently. Mr.
Henton began his banking career as a
bookkeeper for First National, Phillips-
burg, in 1928. He served as a national
bank examiner in the 10th Federal Re-
serve District for six years, joining
Southwest National in 1946 as assistant
cashier. Mr. Henton was named sec-
retary of the board in 1955 and a di-
rector in 1959. He assumed his last
position in 1972.

HENTON

m SECURITY NATIONAL and Vic-
tory State, both of Kansas City, recent-
ly merged. Security National was
formed in 1933, while Victory State was



Southwest Kansas’
l«kr»m pndent Center.

new...allyours.

The First National Bank’s 98-year-old corner, at Sherman
and Main in Hutchinson, is sporting a brand new building.

We're open and ready. Yours, as we've been for years, for
overnight check clearing, grain collections, loan participations,
Federal Funds, safekeeping, trust and farm management
services.

For all your correspondent banking needs, call Gary Karrer
at the New Correspondent Center with the same ol’ number:
(316) 663-1521.

First Notional Dank
of Hutchinson

Sherman & Main/Hutchinson, Kansas
Since 1876
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organized in 1926. Gary Breidenthal is
president and CEO of the merged bank,
the same posts he has been holding at
Security National.

m MARVIN W. SEITZ, vice president,
Kansas State, Wichita, has been pro-
moted to senior vice president-loan ad-
ministrator and elected to the board.
Mr. Seitz had been a commercial loan
officer with the bank since 1970.

m JAMES H. HENTZEN, Kansas
City, Mo., and Gaylon M. Lawrence,
Poplar Bluff, Mo., have purchased con-
trolling interest in Boulevard State,
Wichita.

m CRAIG BACHMAN, president, First
National, Centralia, has been elected
a director of the Kansas City Fed. He
succeeds John A. O’Leary, chairman,
Peoples State, Luray, who had been a
Fed director since 1969.

Kentucky

m FIRST KENTUCKY TRUST, Louis-
ville, has named Robert M. Biggs vice
president, as manager, trust and estate
administration department, personal fi-
nancial management group. Dennis W.

Weihe has moved from senior corpo-
rate trust officer to vice president.
Other promotions in that group were:
Charles Edmonson, to vice president
and manager, fiduciary real estate de-
partment; David Y. Wood, investment-
marketing officer; and John J. Davis,
trust officer. Mr. Biggs has been with
First Kentucky Trust since 1963.

m LEONARD B. MARSHALL IR,
president, Louisville Trust, has been
elected chairman and CEO, effective
February 1. John H. Hardwick, current
chairman, will retire after 40 years’
service, continuing as a director and
executive committee chairman. Mr.
Marshall joined the bank as vice presi-
dent in 1968, was promoted to execu-
tive vice president in 1969 and, in 1972,
was named president and a director.

Golf, tennis,
and a lot of horseplay!

Were 57 miles from Tucson and 12 miles from Nogales. That puts
you right in the middle of beautiful Rio Rico's 60,000 acres...atop

a mountain.

Every guest room is decorated with a panoramic view. The food
is a little American, a little Mexican and a lot of deliciousness. Real
Cowboys will lead you to our riding stables.

And you'll have our 9 hole
golf course, heated swimming
pool, tennis, shuffleboard, and a
big, friendly cocktail lounge for
socializing. Oh yes, you'll also
have the charm and shopping
buys of Mexico at your doorstep
Were one resort that really
borders., .on the fantastic!

A Sun Country Resort

Atop a mountain in Southeastern Arizona. For information and
reservations, telephone: Outside of Florida,TOLL FREE 800-327-6862. (m JA)
In Florida,TOLL FREE 800-432-0237. In Miami, 756-2075

90

Prior to joining Louisville Trust, he
was vice president-commercial loans
and business development, Indiana Na-
tional, Indianapolis.

m JOHN R. CROCKETT Il and Jack
O’Reilly were promoted to senior vice
presidents, First National, Louisville.
W. Grier Martin, vice president, was
named director, metropolitan banking,

corporate group, while Leonard V.
Hardin, senior vice president, was
elected director, corporate banking
group. Promoted to vice presidents
were John V. Bonifer, James L.

Dentinger, John L. Hoagland, Virgil T.
Larimore, Douglas K. Steele and Rob-
ert E. Wilson.

Louisiana

m EMILE T. GENEUX, vice presi-
dent, Commercial National, Shreveport,
has retired after 47 years’ service. Mr.
Geneux joined the bank in 1927 and
was named assistant cashier in 1952.
Promoted to assistant vice president in
1955, he attained his last position in
1958. Mr. Geneux served as personnel
director for many years and was named
manager, operations center, in 1969.
He was admitted to the Louisiana Bar
in 1943.

m BANK OF NEW ORLEANS has
opened its new Lake Forest Banking
Center. It features four interior paying
and receiving tellers and four outside
drive-in banking lanes connected to the
main building by pneumatic tubes.
Vault and night depository facilities are
included, with off-street parking pro-
vided. The building’s design is modern,
with exterior of cedar board-and-
batten. Interior features include pecan
panel walls decorated with framed
wildlife prints and oak furniture and
fixtures. Wall and fixture colors of pe-
can, bamboo and red are accented by
grey tweed carpets in the office and
public areas.

Bank of New Orleans President Lawrence A.
Merrigan (r.), congratulates James H. Brad-
shaw Jr., assistant vice president and mana-
ger, new Lake Forest BNO Branch, prior to
official opening, while Michael G. Landry, new
branch's assistant manager, looks on.
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A new handle on
equipment financing.

Money’s tight. And favorable terms for financing your
equipment needs can be hard to find. But not if you
lease your equipment from us—the Citizens Fidelity

Leasing Corporation.

We order the exact equipment you specify, then pay the
invoice which can include taxes, insurance, and installation.
In turn, you pay us in monthly, quarterly, semi-annual, or
even seasonal installments. Your payments may be
considered tax-deductible, and the term of the lease can
be tailored to the useful life of the equipment.

In effect, leasing from us means 100% long term
financing of your equipment needs. And that means you
conserve credit and capital at the same time. For more
information, call Mike Maxwell at (502) 581-2686. He'll
help keep your working capital working . . . for you.

Citizensr Fidelity Leasing Corporation

Citizens Plaza-Louisville, Ky. )
A leasing service of Citizens Fidelity Corporation

Servicemark of Citizens Fidelity Corporation
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Bank Holds Autograph Party

Pontchartrain State, Metairie, was host to New
Orleans TV personality Jim Metcalf at a Satur-
day morning autograph party for his recent
book, "Jim Metcalf's Journal." Several hundred
were said to be in attendance. Looking on, as
the TV philosopher-poet autographs, are Ken-
neth A. Kuebel (l.), bank director, and Edward
C. Boldt, president. Pontchartrain State has
been a sponsor of Mr. Metcalf's weekly show
for over a year.

Mississippi

a CHARLES E. BAILEY JR., Her-
bert H. Coleman and Clyde B. Ed-
wards Jr. have been named senior vice
presidents, First National, Jackson, and
E. E. Laird Jr. has been named senior
trust officer. Promoted to vice presi-
dents were Tracy H. Adams, Commer-
cial National, branch of First National;
E. A. Fleming, Commercial National,
Leland Branch manager; W. S. Still
Jr., manager, First National Master
Charge center; William H. Wardlaw,
trust officer; and A. P. Ford, trust offi-
cer.

through our Correspondent Bank

Mississipp
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Department. Call John R. Bryan, Jim Crell, L. D.
Whigham at 1-800-222-8030, Mississippi Bank &
Trust Company, and take advantage of the
correspondent bank services available to you. We
can administer your profit sharing and pension
plan, assist you with your investment portfolio, or
work with you on a loan situation. The entire
management of our bank is available to you
through our Correspondent Bank Department.
You'll find people you can bank on at Mississippi
Bank & Trust.

& TRUST COMPANY

Jackson. Mississippi / Member FDIC

| Bank

m ROY K. MOORE, former special
agent in charge, FBI, Jackson, will
join Deposit Guaranty, Jackson, Janu-
ary 13, as director of security. Mr.
Moore retired from the FBI December
13.

a WILMER K. “BILL” PAINE has
been appointed a director, Mississippi
Bank, Jackson. Mr. Paine is a local
businessman.

m DIANA LEATHERWOOD, corpo-
rate services department, First Na-
tional, Jackson, has been elected vice
president, projects, Southern Associa-
tion of Business Communicators. Mrs.
Leatherwood is editor of the bank’s
“News Teller.”

MOORE PAINE

Missouri

m JOHN W. MARTIN, CEO, Man-
chester Financial Corp., St. Louis, has
retired. George H. Pfister has been
elected CEO of both the HC and its
affiliate, Manchester Bank, St. Louis.
J. Pat Flanagan, bank vice president,
also has retired. Mr. Martin, who has
been with Manchester Bank more than
30 years, will continue as bank and
HC chairman. He also will serve as

PFISTER MARTIN
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Profitisa
two—way
Street...

Between our correspondent
banks and BNO.

Our relationship is one that must give
benefits and profits to both of us. That’s
the basis on which we seek business from
other banks. And it works.

Millard Wagnon directs the mutually-
advantageous operation. He would be
happy to have you call him.

Bankers with ideas

THE BANK OF NEW ORLEANS

AND TRUST COMPANY Member F.D.I.C.

P. O. Box 52499, New Orleans, La. 70152

CALL: 1-800-362-6718 (Within Louisiana)
1-800-535-6760 (From Miss., Ala., Texas, Ark., Okla.)
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consultant, with emphasis on the bank’s
investment portfolio. Mr. Pfister, who
was chief administrative officer of both
institutions, will continue as their pres-
ident. He has been with the bank more
than 30 years. Mr. Flanagan joined
Manchester Bank in 1944.

m FRAMTON T. ROWLAND JR. has
joined the correspondent division,
Commerce Bank, Kansas City, as vice
president. Ronald E. Harlow has been
elected vice president and head, per-
sonal trust department, trust division,
and Bruce D. Roberson has been
named vice president, trust division.
Philip A. Barth has joined the bank’s
international department and Walter
T. Falls Jr. will assume duties in the
correspondent division, both as assist-
ant vice presidents. Mr. Rowland has
been with the HC, Commerce Banc-
shares, since 1963, most recently serv-
ing as an officer in the installment loan
department, Commerce Bank, Colum-
bia. Mr. Harlow and Mr. Roberson
have been with Commerce Bank, Kan-
sas City, since 1971.

FALLS ROWLAND
m JAMES M. MOFFAT, head, per-
sonal loan division, retail banking,
Mercantile Trust, St. Louis, has been
elected vice president. In other bank
promotions, John Ashenfelter was
named assistant vice president; James
T. LaBelle, assistant cashier; Dorothy
J. Clark, banking officer; and Gerald J.
Lammers and Jeffrey F. Kernan, assist-
ant data processing officers. Mr. Moffat
went to the bank from Union National,
Wichita,

m RICHARD J. GUDINAS has been
elected senior vice president-operations,

GUDINAS MOFFAT
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Boatmen’s Bancshares Inc., St. Louis,
and Jim P. Cato has been elected vice
president and cashier, Boatmen’s Na-
tional, St. Louis. John R. Bradbury has
been elected a vice president, banking
division. Mr. Gudinas will continue as
bank senior vice president and, in his
dual capacity, will be responsible for
operations throughout the HC. He
joined Boatmen’s National in 1960,
was elected vice president and cashier
in 1972 and senior vice president and
cashier in 1974. Mr. Cato has been
with the bank since 1970.

BERGENTHAL SCHMID

m ARTHUR E. S. SCHMID has been
elected vice president and general
counsel, First National, St. Louis. He
was formerly president, CEO and a
director, Azcon Corp., St. Louis. Neil
F. Berganthal has become a bank vice
president. Before assuming his new
post, Mr. Bergenthal was supervisory
loan examiner, U. S. Farm Credit Ad-
ministration, St. Louis. He will have
responsibility for directing new First
National programs in the agricultural
finance field.

A Look at Banking
In 1985 Planned
For MBA Conference

OSAGE BEACH—A specially pre-
pared ABA film, “Face of the Future—
Banking: 1985,”
will be shown at
the Missouri Bank-
ers Association’s
35th annual Bank
Management Con-
ference at Tan-Tar-

A resort in the
Missouri Ozarks,
February 11-13.

Richard M. Reilly,

MBA bank man-

agement commit-

tee chairman, will call the conference
to order. Mr. Reilly is president, Na-
tional Bank of Affton.

The film stars Edwin Newman, the
well-known NBC correspondent, who,
with several of his colleagues, presents
a “recap” of domestic and world events
from 1975 to 1985. A special emphasis

REILLY
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is placed on the banking industry.

Darryl R. Francis, president of the
St. Louis Fed, will be on a panel that
will take “An Economic Look at 1975,”
and Frank Spinner, senior vice presi-
dent, First National, St. Louis, will
moderate the “Investment Panel.”

One of the highlights of the confer-
ence will be a Menninger Executive
Seminar Series, “Toward Understanding
Human Behavior and Motivation,” de-
signed for delegates and their spouses.
Topics will include “Man at a Glance,”
“Transitions of Mid-Life,” “Toward Un-
derstanding the Meaning of Psycholog-
ical Structure and Change,” “Psycholog-
ical Contracts,” “Transitions of Late
Life” and “Responsibility to Self.” Pres-
entations will be conducted by Herbert
L. Klemme, M.D., senior associate for
marketing, and David E. Morrison,
M. D., senior associate and director of
consultation, both of Topeka’s Mennin-
ger Foundation, Center for Applied Be-
havioral Sciences.

A variety of other talks and speakers
will be featured, and one that is sure
to attract much attention is entitled
“EFTS ...Where Are We?”

Louisiana’s Newt Pleilscher will pre-
sent his humorous message, “The Con-
tagious Cure,” and Tan-Tar-A’s Chef
Wolf will demonstrate, especially for
the women, “How to Prepare and Dec-
orate an Hors d’Oeuvres Tray.”

m ERNEST J. BRUDICK, Manufac-
turers Bank, St. Louis, has been elected
vice president and comptroller. He was
assistant vice president and comp-
troller. Thomas B. Mock was elected
assistant vice president and Peter L.
Deibel, assistant treasurer.

m AFFILIATION of First National,
Richmond, with First National Charter
Corp., Kansas City, has received Fed
approval. Leland M. Walker has been
appointed assistant auditor of the HC,
which he joined in 1973.

m LARRY V. PARMAN, United Mis-
souri Bank, Kansas City, has been pro-
moted to assistant vice president. He
was bond investment officer. In other
bank action, Lawrence E. Russell and
James R. “Ron” Hybarger were elected
bond investment officers. Mr. Parman
has been with the bank since 1962.

m RONALD C. SMITH has joined
Mercantile-Commerce Trust, St. Louis,
as senior vice president and chief lend-
ing officer. He went to the bank from
United Missouri Bank, St. Louis,
where he was executive vice president,
and succeeded Walter Kaltwasser, who
retired from Mercantile-Commerce De-
cember 31.
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Before you look at bonds,
look at bond departments.

The men who run
them can make
the difference.

At Commerce Bank, we make
it our business to do business
with experts.

Walter E. Knowles, vice
president in charge of our Bond
Department, has had 17 years of
experience in municipal
securities, first in Chicago, now
in Kansas City.

Cecil Denton, our vice president
of sales for government and
municipal securities, has been a
bond department manager since
1967.

These men run the kind of
bond department you'd expect Commerce Bank
to find in Kansas City's largest e ofKansas Cit
Bank. They know the bond - y
market. So they can help you ?;26‘)?‘2'\22'_20'0;Oth & Walnut
make intelligent investment Bond Department 234-2458
decisions. Money Market Center 234-2219

If you or your corporation is
interested in investing in
government or municipal bonds,
or commercial paper and
certificates of deposit through
our money market center, call
the specialists at Commerce
Bank.

Walter Knowles and Cecil
Denton in our Bond Department—
the men who make the difference.

MID-CONTINENT BANKER for January, 1975 95

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



m FRANCES CROWLEY was recent-
ly elected assistant cashier, Missouri
State, St. Louis. Mrs. Ci'owley has been
with the bank since it opened in 1967
and has served as new accounts and
personnel officer since 1973.

m W. D. AGNEW has been elected
president, Security National, Sikeston.
He succeeds N. E. Fuchs Jr., who died
last August. Mr. Agnew was employed
for 15 years by Union Planters Na-
tional, Memphis, and went to Security
National in 1965 as cashier. He was
executive vice president there for five
years.

m PAUL R. ABERSOLD has been
elected president, Belt National, St.
Joseph. He succeeds Billy R. Cole, who
becomes vice chairman. Mr. Abersold
went to the bank from American Na-
tional, St. Joseph, which he joined in
1939, and most recently was managing
officer of that bank’s Plaza Office. Gil-
bert “Gib” Tootle, senior vice president,
American National, succeeds him in
that post. Mr. Cole was president, Belt
National, since 1972. Mr. Tootle joined
American National in 1947.

m THE FED has given County Na-
tional Bancorp., Clayton, clearance to
acquire First National, Arnold, a new
bank organized by several of the HC’s
directors. Kenneth Nunn, HC vice
president, and Roy Panchot, head, in-
stallment loan department, St. Louis
County National, Clayton, will be the
new bank’s president and vice presi-
dent and loan officer, respectively.

s WARREN DRUSCHKY, president
and chief administrative officer, Web-
ster Groves Trust, has been elected a
director at the bank. He has been with
Webster Groves Trust more than 30
years.

This Gazebo Is a Bank!

This is a bank? Columbia Union Bank, Kansas
City, has given its beat-up temporary drive-in
trailer facility at Country Club Plaza a facelift
that has resulted in a transformation into a
colorful gazebo. Bank expects to begin con-
struction on its new Plaza Facility in the spring.
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New Mexico

m PLAZA DEL SOL NATIONAL, Al-
buquerque, announced that Paul Her-
nandez has been named president. Mr.
Hernandez went there from San Gabriel
National, ElI Monte, Calif., where he
was vice president. His work in Cali-
fornia was with business development,
analysis and correction of defects in
operational systems. He holds a law de-
gree from Glendale (Calif.) College of
Law.

m MARK SPARKS has been named a
loan officer, Jal Office, New Mexico
Bank, Hobbs. He previously worked
for Safeway Stores and a local milk com-
pany. In other action, Robert C. Dunn
Jr. has become a loan officer at the
bank. Mr. Dunn previously worked for
GAC Finance Corp. and was a branch
manager for that firm in Dallas prior to
his bank appointment.

m FRED VOGL, senior vice president,
American Bank of Commerce, Albu-
querque, has been named manager of
the new San Mateo Branch. The new
office consists of a conference room,
offices, inside and drive-up teller sta-
tions and a 5,200 square foot safe de-
posit department.

m OLETA SHEA was promoted from
assistant cashier to assistant vice presi-
dent, Albuquerque National. Mrs. Shea
is in charge of the bank’s new Juan
Tabo Office and is the bank’s first wom-
an branch manager. She went to the
bank in 1961 and was elected assistant
cashier in 1970.

Robert L Tripp Dies

Robert L Tripp, 55,
ch., Albuquerque Nat'l,
died December 11 in
an Albuquerque hos-
pital following a stroke
December 7. He began
with the bank as a
bookkeeper in 1936
and was elected presi-

dent in 1965. Mr.
Tripp, a former presi-
dent, New Mexico

Bankers Assn., helped
form First New Mexico
Bankshare Corp. and
became its president
in 1968.

Oklahoma

m CHARLES M. HEBERT was re-
cently elected senior vice president,
commercial loan division, Fourth Na-
tional, Tulsa. In the bank’s trust divi-
sion, Sydney Jordan was promoted to
vice president and trust officer and Wil-
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HEBERT JORDAN

FLANAGAN

liam T. Sperry was named assistant
trust officer. James Bryant Jr. and Larry
Wells were promoted to assistant vice
presidents. In other action, Fourth Na-
tional Corp., the bank’s parent HC, and
Fourth National have elected Donald
Bradshaw, president, Kiska Oil Co.,
Tulsa, an HC and bank director. Bob
Bradshaw, chairman, Kiska Oil Co., was
named an honorary director, having
served on Fourth National’s board since
1933. Mr. Hebert is a former national
bank examiner who joined the bank in
1969.

m NATIONAL BANK of Tulsa has ap-
pointed Gregory J. Flanagan vice presi-
dent and Helen Hart as a commercial
banking officer. Mr. Flanagan will serve
as manager, national accounts depart-
ment. He previously served as assistant
vice president, Midwest corporate
group, National Bank of Detroit. Mrs.
Hart joined NBT in 1961.

m FIRST NATIONAL, Tulsa, is re-
modeling its drive-in facility, increasing
capacity by an estimated 140%. Six au-
tomated teller units, remote-controlled
by four additional tellers, are housed in
a new, central facility. It will be com-
pletely roofed, and the tellers’ windows
will feature bullet-resistant glass and
other security measures. New paving
and landscaping also will be added.
Bank officials indicate that services
through existing drive-in windows will
not be interrupted during construction.

m ANDY BRICE, Walter Deppe, Har-
vey Fifer and Ray Pruitt were recently
named vice presidents, National Bank
of Tulsa. In other action, Virginia Do-
mingos, Gene Griffin, Bob Keith, Bill
Pappan and Joe Wilkerson were pro-
moted to assistant vice presidents. Mr.
Brice joined NBT in 1971, Mr. Deppe,
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January 1, Mr. Fifer, in 1970, and Mr.
Pruitt, in 1974.

m LAWRENCE E. UNDERHILL JR.
has become vice president, commercial
lending, May Avenue Bank, Oklahoma
City. Mr. Underhill had been a vice
president and loan officer for a Houston
bank.

m C. DUFFY FRANCK JR. was
named executive vice president, loan
administration, and James A. Hall was
elected senior vice president and man-
ager, commercial loans, at Hamilton
National, Chattanooga. Mr. Franck,
formerly senior vice president, has been
with the bank since 1957 and Mr. Hall,
who was a vice president, since 1948.

s MAURICE H. MARTIN and
W. Fred Speakman Jr., both of Ameri-
can National, Chattanooga, have been
promoted to vice presidents and trust

officers. Mr. Martin was senior trust
officer, and Mr. Speakman is in the
personal trust department.
HALL FRANCK
MARTIN SPEAKMAN

m CITY NATIONAL, Memphis, has
broken ground for a new building as
part of its Mid-South expansion. The
three-story facility, with over 25,000
square feet of office space, is expected
by bank officials to be completed with-
in a year.

m WILLIAM S. HUNT III, vice pres-
ident in charge of acquisitions, First
Tennessee National Corp., Memphis,
has been elected president, National
Bank of Murfreesboro. He replaces

R. Murry Hawkins, who joined the
Tennessee Bankers Association as di-
rector, public and economic affairs. Mr.
Hunt, who took over First Tennessee’s
acquisition program in 1971, also will
have the titles of CEO and director of
the bank.

m O. B. “BUDDY” CHANDLER has
been elected president, Sumner County
Bank, Gallatin, succeeding S. B. Jones,
who became chairman. A. J. Swaney,
the former chairman, is now honorary
chairman. Mr. Chandler was previously
vice president, commercial lending,
First National, Memphis, having been
with that bank since 1963.

m CLARK MELTON has been pro-
moted to assistant vice president and
Deborah Isbell to assistant operations
officer at National Bank of Commerce,
Jackson. Mr. Melton and Mrs. Isbell
joined the bank in 1969.

m FIRST TENNESSEE National
Corp. and its subsidiary bank, First
National, both of Memphis, have pro-
moted six: “Deke” Iglehart, FTNC fi-
nance division, to FTNC assistant trea-
surer and First National bank officer;
Fletcher Maynard, Buddy Lanier and
Mike Sanders, correspondent banking
division, to correspondent bank officers;
Charlie Poor, international division, to
international officer; and Don Berge,
mortgage loan division, to loan officer.

m WHITE'S CREEK BANK has re-
ceived a national charter and changed
its name to First Tennessee National.
The bank, which belongs to First Ten-
nessee National Corp., Memphis, also
has a new president, William R. Par-
nell, and has expanded into the Nash-
ville metropolitan area with the open-
ing December 18 of its Madison
Branch. Mr. Parnell, formerly president
of another First Tennessee National
Corp. affiliate, Banking & Trust Co.,
Jonesboro, also has been placed in
charge of all the HC’s operations in the
Nashville metropolitan area. As man-
ager, he supervises operations of two
other affiliates, National Bank of Mur-
freesboro and Sumner County Bank,
Gallatin.

m LEW WEEMS, Banking & Trust
Co., Jonesboro, has been named presi-
dent. He was first vice president and
succeeds William R. Parnell, new pres-
ident, First Tennessee National (for-
merly White’'s Creek Bank). Mr.
Weems gained the additional title of
CEO. William D. Smith, a bank di-
rector, became chairman and senior
vice president.
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m EARL J. LASSERE, vice president,
Bank of the Southwest, Houston, has
been promoted to manager, correspon-
dent bank department, while James A.
Garrity has been elected a vice presi-
dent of the bank. Mr. Lassere joined
Bank of the Southwest in 1963, serving
as a correspondent representative in
Louisiana, Mississippi, Alabama, Ar-
kansas and a portion of East Texas. He
became assistant vice president in 1966
and vice president in 1968. Mr. Garrity
went to the bank from Union Bank, Los
Angeles, in 1974 and serves as a com-
mercial loan officer.

GARRITY LASSERE

m JOHN W. HAZARD has resigned
as chairman and CEO, National Bank
of Commerce, Dallas, effective some-
time in January. Edward G. Nash Jr.
will remain as president. Mr. Hazard
will become president, Capital Na-
tional, Houston, replacing Lovett
Baker, who will continue as a bank
director and president, Federated Capi-
tal Corp., Houston, the bank’s HC.

NASH HAZARD

WILLISON

m TOM WILLISON recently was
elected senior vice president, National
Bank of Commerce, Dallas, and head of
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the correspondent department. Mr. Wil-
lison began his banking career at Re-
public National, Dallas, in correspon-
dent banking. Prior to his election at
NBC, he served as president, Bank of
Scottsdale (Ariz.), which he helped
organize in 1963.

m FIRST CITY NATIONAL, Houston,
recently announced the promotion of
five to executive vice presidents. They
are: George Darsey, manager, adminis-
trative division; Grover Ellis, manager,
domestic banking division; Robert C.
Howard, manager, international depart-
ment; R. G. Sneed Jr., senior credit
officer; and Gerald R. Williams, senior
financial officer and manager, finance
division. In other bank action, Robert
C. Clayton was elected vice president,
real estate and mortgage banking, and
Thomas C. Nixon was named market-
ing officer.

Gold Sales

(Continued from page 81)

of falling prices. Others, including man-
ufacturers and processors, use buying
hedges to establish prices of com-
modities to be bought in the future.

According to the Chicago Board of
Trade, the gold futures market will pro-
vide the ability to minimize price risk
for producers and users of gold. The
Chicago Board of Trade explained that
its gold contract was developed only
after lengthy research and consultation
with commercial users and leading
world gold bullion dealers. The con-
tract, according to the Chicago Board
of Trade, is carefully designed to en-
able commercial firms, speculators and
investors to take advantage of world
price movements, while ensuring de-
liverable stocks of gold bars of the most
desirable grade and size.

Under the Chicago Board of Trade’s
futures program, the contract standard
is three one-kilogram bars. For example,
on a gold futures contract, a speculator
would buy three kilo bars at say, $160
an ounce, or $15,360. He would de-
posit a margin of $2,000.

The choice of kilo bars is logical,
said the Board of Trade, because stocks
of such bars, a commonly traded bar
in Europe and the Middle East, are
ample enough to ensure delivery even
in the early months of futures trading.
They are made and sold in Canada, too,
and potential U. S. production capacity
is estimated at more than 1,000 bars a
day.
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Also under the program, a buyer
receives a bank depository vault re-
ceipt bearing the serial numbers of the
gold bars. There’s only one delivery
point—Chicago—and no difficulty in
taking possession or in redelivering,
said the Board of Trade.

Gold is the 12th commodity to be
traded on the Chicago Board of Trade,
said to be the world’s largest commod-
ity exchange and the primary futures
market for food and feed grains, forest
products, poultry and silver.

ACLI International Commodity Ser-
vices, Inc., New York City, has pub-
lished a research report called “Gold.”
The report describes gold production,
estimated world gold production, gold
consumption, non-industrial gold con-
sumption, monetary and speculative
roles of gold and the price outlook.
Charts and graphs illustrate this dis-
cussion of gold. ACLI has offices in
Chicago (in the Chicago Board of
Trade Building) and in London.

The Gold Market. Most persons liv-
ing in this country now weren’t even
alive when the ban on owning gold be-
came effective in 1934. Therefore, they
may decide to buy gold because of the
novelty of owning such a commodity
or because they have more faith in it
than in the U. S. dollar. On the other
hand, they may not attach as much sig-
nificance to owning gold as did people
years ago. Herbert E. Neil Jr., vice
president and economist of Chicago’s
Harris Trust, believes the major impact
of the new gold era will rest with in-
dividual speculators in the marketplace.
He forecast that the average American’s
interest will be moderate, in fact, a
“short-term phenomenon.” And, he con-
tinued, “since industrial demand for
gold is small, compared to other re-
sources, gold would shortly take its
place like any other commodity.”

Historically, gold has served as a
principal store of wealth and measure
of relative value. Will it be so as far as
this generation of Americans is con-
cerned? * *

Management Seminar Held

Picured at American National of Chattanooga's
management seminar for local businessmen

and regional bankers are: (. to r.) W. Ray
Powell, sec.-treas., Selox, Inc.; J. A. Phillips
Sr., sr. v.p., Gilman Paint & Varnish Co.;

Robert R. Cook, pres., Plastic Industries; W. Neil
Thomas Jr., Thomas, Leitner, Mann, Warner &
Owens law firm; and Sam I Yarnell, bank ch.

Regulatory Agencies
(Continued from page 81)

statement advised insured nonmember
banks that are considering dealing in
gold for their own accounts to evaluate
carefully the experience and ability of
their present staffs in this regard before
proceeding. Further, said the FDIC,
such banks should remember that gold
ownership exposes them to possible loss
due to adverse fluctuations in market
value. To minimize such exposure, ac-
cording to the FDIC, banks may find
it necessary to conduct limited trading
in gold futures for hedging purposes.
Banks considering holding inventories
of their own gold were reminded by
the FDIC that any such inventory
should be reflected as “other assets”
and should be periodically adjusted to
current market value.

No matter how insured state non-
member banks intend to deal in gold,
they must notify the FDIC of their in-
tentions.

The FDIC listed four problems that
could arise for a bank dealing in gold:

1. Banks may bear the risk of any
loss with respect to gold they hold,
even when it is held on consignment.
Banks considering holding gold should,
therefore, evaluate the adequacy of
their present security arrangements.

2. Gold purchase or consignment
agreements entered into by a bank may
not provide it with the right to resell
to the dealer any gold which the bank’s
customers ask the bank to repurchase.
Thus, a bank might be forced to re-
frain from repurchasing gold it had
sold previously to its customers.

3. Banks should try to minimize the
possibility of receiving and, ultimately,
selling bogus gold by entering into
agreements only with responsible, rep-
utable dealers. In this connection, in-
sured nonmember banks should be
especially wary of proposals that pur-
port to offer gold to them at or below
the current market price. They should
pay particular attention to the degree
of fineness (purity) of the gold so of-
fered. The inadvertent sale of gold that
doesn’t conform to a bank’s representa-
tions may well expose the bank to un-
favorable publicity or legal action.

4. Banks that repurchase gold from
their customers should consider retain-
ing possession of the gold pursuant to
a sale/safekeeping agreement. Unless
the gold has constantly remained in the
possession or control of the bank, it
may be necessary for the bank to ac-
quire or utilize facilities for weighing
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and assaying gold it plans to repur-
chase.

The Comptrollers Policy. The Comp-
troller told national banks they may be
responsible for insuring coins and bul-
lion in their possession even if they
don’t own the gold. Further, if a bank’s
supplier insures gold shipments in tran-
sit, the receiving bank may be respon-
sible for insuring gold in its vaults.

In addition, the Comptroller warned
banks to provide for internal control
of employee access to its gold inven-
tory, and any safekeeping receipts is-
sued must represent gold physically on
hand at the bank.

According to the Comptroller, gold
owned by a bank should be placed on
its ledger under the category “other as-

sets,” and the book value of a bank’s
gold inventory should be adjusted
monthly to reflect the current market
value.

Other regulations include: Trained
personnel are required for banks that
provide gold services to their custom-
ers; banks must follow prudent lending
practices in using gold as collateral for
loans; and banks should take care in
handling gold transactions for custom-
ers, with any questionable gold subject
to assay.

Banks considering trading in gold
for their own accounts, he continued,
must have their boards’ formal authori-
zations. Texts of such authorizations
must be sent to the appropriate region-
al administrator of national banks. * *

Banks, HC Explore Future Problems

With Use of Financial Planning Computer

S MORE BANKS set up asset/lia-

bility management teams, time
sharing on BANKMOD—the computer
model developed by Bank Administra-
tion Institute for medium-term finan-
cial planning—is increasing in volume.

According to Virgil H. Disney, re-
search director at BAI, about 15 banks
are now using BANKMOD to test op-
tional decisions against projected bank
statements and forecast economic con-
ditions. The Fed is also experimenting
with BANKMOD in a research envi-
ronment, using it not as a regulatory
tool but simply to explore banking
problems.

Basically, BANKMOD allows bank-
ers to “war-game” a bank’s financial
performance one to two years ahead.
A statement projection model, BANK-
MOD simulates a bank’s financial re-
porting system by computing future
bank statements resulting from forecast
conditions and management decisions
based on those conditions. Bankers can
thus play the “What if . . . ?” game,
testing alternative strategies to deter-
mine what effect current decisions will
have on future scenarios, and lay their
plans accordingly.

Bankers using the system dial-up the
computer on their own time-sharing

ning. Financial decisions require an-
ticipating future problems and oppor-
tunities and developing the appropri-
ate strategy now to minimize the
problems and exploit the opportunities.
With BANKMOD, therefore, bankers
can:

< Manage the “funds gap” (shifting
differences between deposit supply and
loan demand, in the maturities of asset/

liability instruments, and in retained
earnings) ;

* Exploit interest-rate trends;

= Manage earnings growth;

= Develop annual profit plans;

* Train both management and tech-

nicians in A/L management tech-
niques.
To use BANKMOD, however, a

bank must be properly organized inter-
nally. “A bank’s asset/liability manage-
ment team must be at the executive
level and headed by the CEO, because
you’re working with the allocation of
funds within the bank,” says Marlin L.
Mosby Jr., director of management sci-
ences at First Tennessee Corp., a 13-
bank HC based in Memphis.

Mr. Mosby, who has played a lead-
ing role in the development of BANK-
MOD since the system’s inception by
BAI in 1969, helped install the system
at the corporation’s lead bank, First
National, Memphis.

At First National, BANKMOD is
used in managing the funds gap by
projecting bank statements ahead 18
months, then testing alternative strate-
gies on the best use of purchased
funds.

“One of BANKMOD’s main advan-
tages is its ability to quickly evaluate
alternative funding strategies,” says
Mr. Mosby. “It can develop 15 to 20
alternatives in minutes.”

Although BANKMOD is designed
for use by individual banks, it offers
certain features which can be applied
to the multi-bank structure. United Vir-

terminals, with access to the model
via telephone. With the appropriate
terminal, any bank in the country can
use BANKMOD.

In the 12-to-24 month time frame,
asset/liability management focuses on
financial decisions, as opposed to mar-

Principal research associate Dr. Wolfgang P. Hoehenwarter (seated) of BAI inserts bank ledger
data into computer terminal during recent BANKMOD seminar at Computer Sciences Corp.,
Oakbrook, Ill. Seated next to Dr. Hoehenwarter is Carmichael Fels (left), planning officer, Third
Nat'l, Nashville. Also observing the procedure (left to right, standing) are: Robert F. Polk,
operations staff assistant, First Wisconsin Nat'l, Madison; Edward L. Mercaldo, sr. v.p., Equibank,
Pittsburgh; Dr. Gerald Hanweck, Federal Reserve System, Washington, D. C.; Barnett Grace,

) i . v.p. & tr. off, Commercial Nat'l, Little Rock; Ms. Betty Douglass, research assistant, Nat'l Bank
keting decisions, in long-range plan-  of Tulsa; and Bruce Vliek, profit planning coordinator, BancOhio Corp., Columbus.
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ginia Bankshares, Inc., a multi-bank
HC based in Richmond, tested BANK-
MOD in funds-gap management at two
of its 15 banks for about six months.
“Testing BANKMOD helped us clar-
ify how we wanted to structure our de-
cision-making process,” says United
Virginia’s Assistant Vice President
Donald G. Quinby. “In funds manage-
ment, you want to determine the alter-
natives between minimum require-
ments and ideal requirements. How
long or how short, for example, are
you going to be in your CD or invest-
ment positions? BANKMOD'’s capacity
to differentiate between CDs, commer-
cial paper, Eurodollars, various types
of investment securities and less dis-
cretionary funds like loans and deposits

BOOKS

HOW TO WRITE BANK PUBLICITY AND
GET IT PUBLISHED is designed to aid
the bank officer who is not a "profes-
sional" publicity man. Book contains 14
fact-packed chapters. In the first chap-
ter the reader is given background on
"news lingo" and an analysis of what a
news story should try to accomplish. The
book distinguishes between publicity, pub-
lic relations and community relations. Ex-
plains how to construct a news story and
describes mechanics of the news release.
$4.95. Send check to MID-CONTINENT
BANKER, 408 Olive, St. Louis, Mo. (Mis-
souri banks add 3% sales tax.)

HOW TO PLAN, ORGANIZE & CON-
DUCT BANK ANNIVERSARIES, FORMAL
OPENINGS, OPEN HOUSES ... is a
practical "how-to" manual that provides
the banker with workable "formulas” for
organizing and conducting any type of
bank opening. Based on hundreds of suc-
cessful openings, the book presents a
planning approach, checklists of opening-
day problems, as well as detailed plans
(including budget samples) used in ac-
tual openings and anniversaries. $15.00
postpaid. Send check to MID-CONTI-
NENT BANKER, 408 Olive, St. Louis, Mo.
63102. (Missouri banks add 3% sales tax.)
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allows management to evaluate alter-
native funding decisions.”

The decision-orientation of BANK-
MOD allows ongoing corrections to
forecasts, Mr. Quinby continues. “This
is a difference between strategy and
tactics,” he points out. “BANKMOD
allows you to make tactical decisions
to constantly monitor and modify your
strategic position. The system is also
capable of storing assumptions and de-
cisions. Technically, this is a new fea-
ture and allows you to test a set of de-
cisions against several sets of economic
assumptions.”

In the multi-bank structure, how-
ever, BANKMOD requires much com-
puter time, since it must be used si-
multaneously in both individual banks
and in centralized planning. United
Virginia therefore developed its own
system, incorporating many of BANK-
MOD's features.

Although BANKMOD isn’t current-
ly adaptable to the multi-bank struc-
ture, it can be used in a multi-branch
environment. The 61-branch Idaho
First National, Boise, has been using
BANKMOD since last February as a
profit-planning tool, while gearing-up
toward using the system in asset/lia-
bility management by the end of the
year. The bank projects an annual prof-
it plan 15 months (five quarters)
ahead, then tests optional decisions
against the plan.

“We use BANKMOD to test our
‘rough-cut’ profit plan,” says Assistant
Cashier William R. Basom. “With
BANKMOD, we can test the overall
effects of changing economic factors
on the bank’s profit plan.”

Other banks using BANKMOD in-
clude:

= Bank of New Orleans, which uses
BANKMOD for A/L management in
the 12-18 month time frame. Accord-
ing to Assistant Controller Michael D.
Charbonnet, the bank’s asset/liability
management group consists of the top
managers from each of four areas—de-
posits, loans, purchased funds and in-
vestments—plus administrative execu-
tives and the bank’s controller.

« Deposit Guaranty Corp., a one-
bank HC in Jackson, Miss., which is
also using BANKMOD as a profit-plan-
ning tool while organizing for asset/li-
ability management with a “source and
use of funds committee” composed of
top management.

BANKMOD injects sensitivity to
changing market conditions into the
bank’s manual profit plan, says Re-
search Officer R. David Cullum. “We
can now play the What if . . . ?” game,
using BANKMOD to test quick deci-
sions, as well as different strategies in
the longer mix.”

As an example, Mr. Cullum cites a
recent state regulatory change which
could have affected the bank’s future
profits. “With BANKMOD, we were
able to test 14 different strategies in
two days and determine our best
course of action,” he points out. “With-
out BANKMOD, it might have taken
us months and cost us profits.”

« Fulton National, Atlanta, which
is currently gearing-up to use BANK-
MOD in A/L management. William
L. Adcock, vice president of research
and planning, points out that the bank
is ready to go, having already orga-
nized internally for A/L management.

For bankers interested in learning
how to apply BANKMOD to their own
operations, Bank Administration Insti-
tute offers one-day introductory courses
on the system. Arrangements can be
made by contacting: Director of Re-
search, Bank Administration Institute,
303 S. Northwest Highway, Park Ridge,
111 60068.
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he tames them ...

Why is it that the hard-driving men of Stock Yards
Bank, like Bob De Rousse, hold the whip hand when it
comes to taming those beasts of correspondent matters?

Very Simple. (1) Knowledge of your particular local
agri-business situation gained by travel throughout the
territories and (2) The authority to make dicisions. So ...

Why not call Bob, or one of his fellow officers, when you
have correspondent monsters to bring to bay. Let him
domesticate the wild ones, cage the worst beasts and at the
same time give you satisfaction and peace of mind. Let’s
snap right into action and twist the dial to 618-271-6633.

‘YOUR BANKER'S BANK '. .,

Just across the river from St. Louis

THE NATIONAL STOCK YARDS NATIONAL BANK

OF NATIONAL CITY

NATIONAL STOCK YARDS, ILLINOIS 62071
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\au can’t find a banker
Who can give you faster decisions
than Paul Ross.

Because he speaks for First.

No bank anywhere gives its
correspondent bank officers more
freedom to act on their own.

Because we know our men.
And they know their bank.

For any special services from
overline loans to computerized
bond analysis, get the job done
better ... by working with a man
who speaks for First.

Fast.

Some Special Services for

Our Correspondent Banks:

Fast action on overline loans ...
even if your bank is not yet a First
correspondent.

Computer services second to none.
Years of experience in all forms of
EDP. Our computer marketers and
technicians will be happy to visit
and talk with you.

Computerized transit and clearing
activities speed up collections with
the new RCPC's.

Bond Department services,
including fast computerized
portfolio analysis. Our investment
experts are in constant contact with
bond dealers nationwide.

Personal and Corporate Trust
services through St. Louis Union
Trust. Largest trust company in
Missouri. Over $4 billion in assets.

Exchange ideas at our Annual
Conference of Bank Correspondents
.. . plus special educational seminars.

Paul M. Ross
Senior Vice President

(314) 342:6385 First National Bank
In StLOUIS Member FDIC
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