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Turn your banking
needs Over to the Bank
other Banks turn to.

i It's important to you that 386
banks turn to Liberty for Banking
Services. Why? Because the
same services these banks use

Pete Dowling can profit your bank too.
Executive Vice Pretid AT'-r» As one ?xample: Liberty is
Correspondent Ban Oklahoma’s only shareholder

member of Allied Bank
international. This means Liberty
can provide international banking
assistance for manufacturing,
agricultural and energy
producing businesses.

Other equally helpful

Liberty services include
Investment Advice and
Management Reporting
Techniques. Like you,

Liberty people are

banking people. Itjust

so happens that our

business is to provide

services for all banks.

mm So, let it happen. Turn to
Liberty’s experienced people

and proven; services to do the
job for your bank.

BBk

atyour

SUBERIY

THE BANK OF MID-AMERICA

The Liberty National Bank and Trust Company / P. O. Box 25848 / Oklahoma City, Oklahoma 73125 / 405/231-6164 / Member FDIC
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Associates Commercial Corporation
55 E. Monroe Street
Chicago, lllinois 60603
(312) 781-5888 *
A subsidiary of
Associates Corporation of North America,
a Gulf **Western Company.

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



CAN YOU BANKONYOUR
CORRESPONDENT’S
INVESTMENT KNOWLEDGE AND EXPERIENCE?

COMPARE OURS!

BANK ON
SALES AND UNDERWRITING

Charles Kilpatrick Granville Ramsay Richard Fletcher Stuart McCown

15 years 6 years 25 years 21 years
BANK ON BANK ON
INVESTMENT OPERATIONS FEDERAL FUNDS
Margaret Colucci Oral Kee Pam Nelson Debbie Totty
12 years 10 years 3 years 6 years

U.S. TREASURY BILLS, NOTES AND BONDS
GOVERNMENT AGENCY BONDS
TAX EXEMPT BONDS
FEDERAL FUNDS
SAFEKEEPING OF SECURITIES
BOND PORTFOLIO ANALYSIS AND ACCOUNTING
WEEKLY MARKET REPORT

BANK ON OUR
INVESTMENT DEPARTMENT

| MEMPHIS BANK
1©TRUST

Incoming WATS Tennessee 1-800-582-6277 Other states 1-800-238-7477
Direct Line 1-901-529-3361
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When Commerce Bank
handies vour
creditcardprocessing
your profits start now,
not 5-10years downthe road.

Immediate
profits for
yourbank.

Other bank credit card processing
programs can take years to become
profitable for your bank. With Commerce,
however, there are no development costs
charged against your accounts. You get
immediate earnings from both merchant and
cardholder activity, plus greater income
potential.

You deal with full-time bank card
representatives whose sole function is to
make sure that both you and your customers
get knowledgeable, prompt, courteous
service.

And you have the assurance of working
with the most experienced credit card center
in this part of the country. One with an
unequalled, ten-year record of customer
satisfaction.

Last year, we provided a full range of
credit card services to over 250 banks,
15,000 merchants and more than 500,000
cardholders. Our Visa sales volume alone
placed us among the top card-issuing banks
in the nation.

Whether you're just starting your card
system or are already operating one, talk to
your Commerce Correspondent or contact
the Bank Card Center direct. Find out how
your bank can immediately profit from our
service.

€*Commerce Bank

of Kansas City™

10th & Walnut
(816) 234-2000

MID-CONTINENT BANKER is published 13 times annually (two issues in May) at 408 Olive, St. Louis, Mo. 63102. August, Vol. 74, No. 9
Second-Class postage paid at Fulton, Mo. Subscription: $11.
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Checkoutour

againstordinary
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FIRST
AMERICAN NATIONAL
EXPRESS CITY

OVER 60,000
REFUND CENTERS?
EMERGENCY
REFUNDS AT NIGHT?*
EMERGENCY
REFUNDS ON WEEKENDS?"
EMERGENCY
REFUNDS ON HOLIDAYS?"
THE MOST WIDELY
ACCEPTED TRAVELERS Y ES

CHEQUE?
AVAILABLE IN
7T CURRENCIES?

*EMERGENCY REFUNDS of up to $100 to tide your customer over to the next business day.

MID-CONTINENT BANKER for August, 1978



FANnK of AND YOU’LL SAYYES
AMERICA TOAMERICAN EXPRESS.

As you can see, right down the line,
American Express has more to offer your
customers. The yes’s speak for themselves.
For reliable refunds. Worldwide accept-
ability. And superior vacation protection.
That’s why your customers prefer
American Express*Travelers Cheques.

.............. Xuvveer e veeereesvirneeseenreenee e W X 0 1 WS\

AMERICAN EXPRESS
TRAVELERS CHEQUES
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Dallas has come a long way
since a bankdraft
spent three weeks

INn a strongbox.

Today, the city’s central location and capabilities of each of our departments—

its excellent communications and trans- trust and investment, petroleum and minerals,
portation capabilities mean information international-and maintain complete
and funds can be transferred between control of your customers’ accounts.
Republic National Bank and our In working with our correspondent
correspondents almost instantaneously. banks, we've helped make Dallas a
So, you can offer your customers the city that understands that, even with
advantages of financial instantaneous com -
center services munications, there’s
through Republic. still no substitute for
More importantly, the personal contact
you can provide these you have with your
services with the same customers. As a
speed, efficiency, and result, we've helped
personal attention as make Dallas the
those you provide correspondent banking
directly. You can take center of the
advantage of the Southwest.

Republic
National Bank
Is Dallas.

A Republic
of Texas
Company
Member FDIC

8 MID-CONTINENT BANKER for August, 1978
Digitized for FRASER

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



With ourcomputer-aided design,
your new financial facility

will look like this*

Before

At Bank Building Corporation, you can see your new
financial facility on a computer printout before you in-

vest in expensive architectural
drawings. We call it Computer-
Aided Problem Solving. It’s an-
other of our front-end services
that help us effectively plan and
design your financial facility.
With the help of the com-
puter, BBC planning specialists
will analyze and evaluate such
factors as site location, interior

Digitized for FRASER
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Bipk Building
orporatlon
We’ll build you a business*

Please send information about how
you can help build my business.
Bank Building Corporation
1130 Hampton Ave.
St. Louis, MO 63139
Telephone: (314) 647-3800
Name
Title
Firm
Address
City

State Zip _

2222222444444414
2222222444444414
222222244444444
22222224444444A4
555555544111144
5555555111111 44
555555511555544
5555555555555414
5555555555555414
5555555555555 44
5555555555555 44
5555555555555 44
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n
*

and exterior layouts, traffic flow and parking. By con-
sidering every variable, we can spot and correct potential

problems before they become
costly mistakes.

No other company offers
Computer-Aided Problem
Solving, because there’s no other
company quite like Bank Building
Corporation. In the past 65 years,
we've planned, designed and built
or remodeled over 6,200 banks,
savings and loans and credit
unions. We’d like to do yours next.



THE BANK OF NEW ORLEANS AND TRUST COMPANY
and Subsidiary

Consolidated Statement of Condition

(In Thousands of Dollars)
JUNE 30

ASSETS 1978 1977
Cash and Due from Banks, Including Interest Bearing
Deposits of $2,000 in 1978 and $4,000 in 1977 ....c.ccceeenenn. $ 69,743 $ 58,498
Securities
U.S. Treausury SecCUritiesS ......ccccccvviiveiiieeiieeennnnn, .. $ 40,337 $ 34,826
Securities of Other U.S. Government Agencies .... 48,168 49,994
Obligations of State and Political Subdivisions 26,571 38,562

Other SECUTITIES ..ot 1.036 1.021
TOTAL SECURITIES $116,112 $ 124,403

Loans Outstanding — Net of Unearned Income of
$6,934 in 1978 and $4,040 in 1977 cccooiiiiiiiiieeee s $ 297,809 $ 259,622

Reserve for Possible Loan LOSSES ......cccccvveiiiniiiinieinicieiiees (1.745) (2,840)
NET LOANS OUTSTANDING ..o $ 296,154 $ 256,782
Federal Funds Sold and Securities Purchased
under Agreements to Resell ... $ 37,800 $ 124,450
Bank Premises and Equipment ... 3,956 3,355
(24T I =R 2= L = SRS 153 —
Real Estate Owned Other than Bank Premises .. 3,783 333
Interest Earned but not Collected ........ccccceeevneeeen. 4,480 4,275
Customers’ Liability on Acceptances 100 281
Other ASSEIS ..o 3,492 3.935
TOTAL ASSETS ittt $ 535,773 $ 576,312
LIABILITIES
DemMand DePOSItS . .coiiiieiierieieerese st $ 184,133 $ 159,223
Savings Deposits.. 74,846 70,922
I T D =Y o o K =SSR 169,907 232,168
TOTAL DEPOSITS ittt $ 428,886 $ 462,313
Federal Funds Purchased and Securities Sold
under Agreements to REpUIchase......ccccovevevcvneneseneienen, $ 60,977 $ 53,927
Accrued Taxes and INTEerest .......ccviiiiiinie i 7,667 23,264
Quarterly Dividend Payable... — 141 141
Liability on Acceptances 100 281
Other LiabilitieS ...c.coooiiiiiiccee et 330 468
$ 498,601 $ 540,394
Capital Note ............ TP ORI UPRPTPN 4,250 4,250
TOTAL LIABILITIES oottt $ 502,851 $ 544,644
SHAREHOLDERS’ EQUITY
Common Stock, $12.50 Par Value, 400,000 Shares
Authorized, 250,000 Shares Issued
and OULSTANAING  ..ocoiiiiie e $ 3,125 $ 3,125
SUIPIUS ettt et 20,375 20,375
UNdivided ProfitS. ..o 9.422 8.138

TOTAL SHAREHOLDERS EQUITY.

TOTAL LIABILITIES AND
SHAREHOLDERS  EQUITY .o $ 535,773 $ 576,312

$ 32922 $ 31,668

Contingent Liability on Letters of Credit issued but not Drawn Against — 6/30/78 — $5,936
6/30/77 — $5,096
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GENE DRUMMOND
DALLAS DISTRICT MANAGER
TALCOTT BUSINESS FINANCE

When your customer needs additional cash, he
usually needs it in a hurry. What's more, he's

looking to you for help. TAmI—I—

If you can't say yes, call Talcott. For over 120 years
we've helped bankers like yourself help their
customers. Our experience in handling urgent
situations enables us to provide quick responses.
Dont take our word for it. Make us prove what we
say. Put us to the test. Watch our professionals
come up with fast answers to your particular
situation.

Call Talcott.

TALCOTT BUSINESS FINANCE
DIVISION OF JAMES TALCOTT, INC.
1200 HARGER ROAD

OAK BROOK, ILLINOIS 60521

(312) 654-3850

OTHER OFFICES:

ATLANTA. BOSTON. CHICAGO. CLEVELAND. DALLAS. DETROIT.
HOUSTON, LOS ANGELES. MIAMI, MINNEAPOLIS. SALT LAKE CITY.
SEATTLE, CREVE COEUR (ST. LOUIS), WEST ORANGE
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It could be less protective legislation

William M. lIsaac

72 PROFITABLE INTERNATIONAL DEPARTMENT SEEN

By end of first year of operation

/*m Fabian

74 BANKERS ENCOURAGE FOREIGN INVESTMENT

Boost given to local, state economies

DEPARTMENTS

14 THE BANKING SCENE
18 BANKING WORLD

34 CORPORATE NEWS

22 WASHINGTON WIRE
24 REGULATORY NEWS

28 LET'S TALK SELLING
32 NEW PRODUCTS

36 PERSONNEL

CONVENTIONS

76 AMBI

81 KENTUCKY

STATE NEWS

82 ALABAMA 84 INDIANA
82 ARKANSAS 84 KANSAS
83 ILLINOIS 84 KENTUCKY

Editors

Ralph B. Cox
Publisher

Lawrence W. Colbert
Assistant to the Publisher

Rosemary McKelvey
Editor
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Advertising Offices

St. Louis, Mo., 408 Olive, 63102, Tel. 314/
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sen, Advertising Representative.
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MID-CONTINENT BANKER (publication
No. 346 360) is published 13 times an-
nually (two issues in May) by Commerce
Publishing Co. at 1201-05 Bluff, Fulton,
Mo. 65251. Editorial, executive and busi-
ness offices, 408 Olive, St. Louis, Mo.
63102. Printed by The Ovid Bell Press,
Inc.,, Fulton, Mo. Second-class postage
paid at Fulton, Mo.

Subscription rates: Three years $24; two
years $18; one year $11. Single copies,
$1.50 each. Foreign subscriptions, 50% ad-
ditional.

Commerce Publications: American Agent
& Broker, Club-Management, Decor, Life
Insurance Selling, Mid-Continent Banker,
Mid-Western Banker and The Bank
Board Letter.

Officers: Donald H. Clark, chairman;
Wesley H. Clark, president; Johnson Poor,
executive vice president and secretary;
Ralph B. Cox, first vice president and
treasurer; Bernard A. Beggan, William
M. Humberg, James T. Poor and Don J.
Robertson, vice presidents; Lawrence W.
Colbert, assistant vice president.

Convention Calendar

Aug. 17-18: Graduate School of Banking Seminar for
College Faculty, Madison, Wis., University of Wis-
consin.

Sept. 2-5: 32nd Assembly for Bank Directors, Colorado
Springs, Colo., the Broadmoor.

Sept. 10-12: Kentucky Bankers Association Annual
Convention, Louisville, Galt House.

Sept. 10-13: ABA Bank Card Annual Convention, Dal-
las, Fairmont Hotel.

Sept. 10-15: Robert Morris Associates Loan Manage-
ment Seminar, Bloomington, Ind., Indiana Univer-
sity.

Sept.y 12-15: Association for Modern Banking in Illinois
Annual Convention, Chicago, Continental Plaza
Hotel.

Sept. 13-15: Association of Military Banks Annual
Workshop, Louisville, Galt House.

Sept. 16-28: ABA National Installment Credit School,
Norman, Okla., University of Oklahoma.

Sept. 17-20: Bank Administration Institute National
Convention, New York City, Hilton Hotel.

Sept. 20-22: ABA Senior Operations Management
Seminar, Palm Beach, Fla., The Breakers.

Sept. 24-26: ABA National Correspondent Banking
Conference, Chicago, Continental Plaza Hotel.

Sept. 24-27: ABA National Personnel Conference,
Denver, Denver Hilton.

Sept. 24-27: Bank Marketing Association Bank Librar-
ians Conference, Chicago, Water Tower Hyatt
House.

Sept. 24-27: National Association of Bank Women An-
nual Convention, Las Vegas, Nev., Caesars Palace.

Sept. 24-29: Graduate Institute of Bank Marketing, Los
Angeles, University of Southern California.

Oct. 1-4: Bank Administration Institute Community
Bank Presidents Forum, Colorado Springs, Colo.
Oct. 8-12: Consumer Bankers Association Annual Con-

vention, Boca Raton, Fla., Boca Raton Hotel.

Oct. 15-18: Bank Marketing-Association Annual Con-
vention, Chicago, Palmer House Hotel.

Oct. 21-25: ABA Annual Convention, Honolulu,
Hawaii.

Oct. 22-26: Independent Bankers Association of
America Junior Bank Officer Seminar/Midwest,
Muncie, Ind., Ball State University.

Oct. 29-Nov. 2: Bank Administration Institute Bank
EDP Auditing Conference, San Francisco.

Oct. 29-Nov. 3: ABA National Personnel School, Nor-
man, Okla., University of Oklahoma.

Oct. 30: ABA Certified Commercial Lender Examina-
tion, Norman, Okla.

Oct. 30: ABA Certified Commercial Lender Examina-
tion, Chicago.

Nov. 5-8: Bank Administration Institute Community
Bank Presidents Forum, Phoenix.

Nov. 5-8: Robert Morris Associates Annual Fall Con-
ference, Dallas, Fairmont and Dallas Hilton hotels.

Nov. 8-10: ABA Mid-Continent Trust Conference,
Chicago, Drake Hotel.

Nov. 8-10: Association of Bank Holding Companies Fall
Meeting, Mayflower Hotel, Washington, D. C.
Nov. 9-12: Assembly for Bank Directors, Phoenix,

Arizona Biltmore.

Nov. 12-15: ABA National Agricultural Bankers Con-
ference, Nashville, Opryland Hotel.

Nov. 12-15: Bank Marketing Association Officer Sales
Call Training & Train the Trainer Seminar, New
Orleans, New Orleans Hilton.

Nov. 12-15: Independent Bankers Association of
America Bank Ownership Seminar, Las Vegas, Nev.,
Sands Hotel.

Nov. 15-17: ABA Operations & Automation Regional
Workshop, Kansas City, Radisson Muehlebach
Hotel.

Nov. 15-17: Bank Administration Institute Financial
Accounting & Reporting Seminar, Atlanta.

Nov. 15-18: ABA Trust Real Estate Workshop,
Phoenix, Hyatt Regency, Phoenix.

Nov. 19-21: ABA Consumer Compliance Workshop,
Dallas, Fairmont Hotel.

Nov. 26-Dec. 7. ABA National Commercial Lending
School, Norman, Okla., University of Oklahoma.
Dec. 7-8: RMA/BAI Seminar on the Auditor’s Role in
the Loan-Review Process, Denver, Brown Palace

Hotel.
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Youwant a bank thatcan back
you ...over-line or overseas.

Count on the total capa-
bility of Mercantile Trust in
St. Louis.

We can provide the over-
line support you need to take
advantage of big opportunities

And we can support
you with afull range of
specialized services. For
instance, our International
Department can help you
and your customers with
overseas contacts, docu-
ments, financing, even
customs services.

When you have an
opportunity that calls
for something special-
call 314-425-2404.

We'e
with you.

MERCNITTILE
BRfK

Mercantile Trust Company N.A. « (314) 425-2404 + St. Louis, Mo. * Member F.D.I.C.
MID-CONTINENT BANKER for August, 1978
Digitized for FRASER

https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis
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The Banking Scene

Dynamics of Public Funds

By Dr. Lewis E. Davids

Illinois Bankers Professor
Of Bank Management
Southern lllinois University
Carbondale

RIOR to 1974, the largest account
P at many banks was the U. S. Trea-
sury’s T&L account. Granted, such an
account was volatile and didn’t stay in
the bank as long as most other sizable
accounts did, but it was significant.

However, in 1974 the Treasury — in
response to political pressure and the
high interest rates prevailing at that
time — tended to reduce its working
balances in commercial banks, and, in
effect, moved them more rapidly to the
regional Federal Reserve banks.

Sometimes it did this to such a dys-
functional extent that it was forced to
move funds the other way and rede-
posit some of the balSnce from the
Federal Reserve Bank back into the
T&L accounts in commercial banks.
This hasn’t been a frequent occur-
rence, but it’s an indication ofhow dis-
ruptive the Treasury’s movement of
funds could be at times to the stability
of the overall economy.

In the same period, there was a
dramatic increase in state and munici-
pal funds in banks. More and more
government agencies insisted on being
paid interest for their deposits. Their
demands were met by banks, though
reluctantly.

However, in the background,
another development was to be noted
— the desire of S&Ls, mutual savings
banks and even credit unions to obtain
the right to hold federal and municipal
funds. A large part of this desire was
due to the recognition on the part of
these competitors to banks oftheir nar-
row base. Also, there was a recognition
that the institutions increasingly had
been faced with disintermediation of
funds to the higher interest rates ofthe
market.

In fact, it may be said that almost
every individual and corporation has
become — in varying degrees — much
more sensitive and concerned about
interest rates. Part of this was due to

14

the publicity about Truth-in-Lending,
Regulation Z.

A large part of it was due to the
increased perception by more people
that the days of low interest rates had
ended and that, for the foreseeable fu-
ture, higher interest rates would pre-
vail. With high interest rates — some-

. . almost every individual
and corporation has become

much more sensitive and
concerned about interest
rates."

times double what they had been a
decade earlier — earnings on idle
funds became much more important.
Then, too, the Hunt Commission’s
Study on Financial Institutions fo-
cused attention on many problem
areas, including that of public funds.

Many bankers are aware of legisla-
tion signed by President Jimmy Carter
last October, authorizing the Treasury
to make considerable changes in its
cash-management procedures. Im-
plementation has been postponed
until later this year from the original
July date.

The changes can be broken down
into several major points. One is that
for the first time other financial institu-
tions — that is, S&Ls, mutual savings
banks and credit unions — now will

have the opportunity to hold Treasury
funds.

Obviously, ifthere’san S&L in your
community, that institution probably
will be seriously considering whether
it’sworthwhile to seek U. S. funds. Ifit
does, there’s one thing your bank can
count on — its share of public funds
probably will go down.

Whether the S&Ls, mutual savings
banks or credit unions in your area will
seek these funds, however, will be
tempered considerably by the fact that
they will have to pay the Treasury
interest on balances held longer than
one day. In other words, if the deposit
is for two, three or four days, the in-
stitutions will have to pay interest on
those funds for each day.

Ofcourse, holding funds for one day
can be profitable, but it’s my opinion
that banks under, say, $25 million
probably would find this a marginal
type of activity. In a similar context,
S&Ls, mutuals and credit unions will
have somewhat similar types of ex-
penses when moving funds on a short-
term basis.

However, we do have S&Ls that are
in the billion-dollar category. Some
have literally dozens of branches.
There’s no question that such S&Ls
and mutuals have the sophistication to
handle interest-free one-day money.

One ofthe interesting aspects is that
all depository institutions will have to
pay the Treasury interest on balances
held longer than one day. However,
since the reserve requirement range
depends on the type of bank and its
chartering agency and, historically,
the commercial bank’s reserve re-
guirement has been higher than that of
other financial intermediaries, obvi-
ously the financial intermediaries will
have a more attractive base for obtain-
ing Treasury funds.

For the commercial banker se-
riously interested in cost figures, a
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Whysendacouriertodoacomputer™job?

Introducing TN.T.,
Third National Transmission.
The system that lets you keep
the work in the bank instead of
having to bank onthe courier.

You can have T.N.T.
simply by phoning your Third
National Correspondent banker.
A computer can be installed
rightin your bank. A computer
that offers limited data process-
ing of its own, and a more ex-

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

panded capability when linked ing of personnel. And there’s a
to Third National’s computer. lot more.

Here are some other We'll be happy to give
things you should know:TN.T. you a free demonstration of
is a link to future EF T develop- Third National Transmission.
ments. ON-US items never Just contact the Third National
leave your bank. You'llhave  Correspondent Banker who serves
complete control of inputand  your area today. Our
balancing functions. It greatly Tennessee WATS line
reduces your dependence on is (800) 342-8360. In
courier schedules. There’sno  neighboring states,
requirement for technical train- dial (800) 251-8516.

IN NASHVILLE



document called “Report of a Study on
Tax and Loan Accounts, Department
of Treasury,” published in June, 1974,
is available. It appears that the Trea-
sury is relying on this and similar
studies it has made on an on-going
basis. It’s interesting to note that pre-
vious studies by the Treasury had
shown it was getting a fair amount of
service for the funds it left in banks on
an interest-free basis.

Obviously, if banks and S&Ls are
going to have to pay interest on public
funds, they’re going to look to the cost
of providing individual services for the
Treasury, such as the cost of each fed-
eral tax deposit and the cost of issuing
and redeeming series H and E bonds.
Recognizing this, the Treasury pro-
poses to pay 50 cents for each federal
tax deposit a depository receives.

The roundness of an amount such as
50 cents shows that it’s not closely tied
to cost studies. In fact, as bankers well
know, the cost of servicing any account
varies over time. If the Fed’s
“Functional Cost Analysis for 1976” is
used, for banks up to $50 million, a
deposit transaction typically costs
16.266 cents; for banks from $50 to
$200 million, the cost is 17.700 cents;
and for banks over $200 million, the

". . . if there's an S&L in
your community, that institu-
tion probably will be seriously
considering whether it's
worthwhile to seek U. S.
funds.”

deposit cost is 22.154 cents per item.
On this basis, the 50 cents for each
federal tax deposit would appear to be
reasonable.

On the assumption that the Treasury
has a similar type of philosophy in
reimbursement of depositories for
other types ofservices, it would appear
that some similar margins may be an-
ticipated for other services. Ofcourse,
there are other expenses, such as the
remittance of funds to the Treasury
and the monthly account maintenance
fee. For example, account mainte-
nance per month has ranged from a low
of $2.21 to a high of $3.01, as shown by
that same Functional Cost Analysis by
the Fed.

Most S&Ls, mutuals and credit
unions use commercial banks for
clearing items. Now may be an oppor-
tune time to talk with such customers

Left this man help
your bank proni*

A loftof bankers do*

Call Jimmy Gaskell (205/832-8219) President
of First Alabama Bank of Montgomery, N.A.

firstAlabam a Bank

# of Montgomery”?
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to learn how they perceive their new
role in deciding whether or not to be-
come a Treasury depository.

If they decide to become a depos-
itory, they have an option. It’swhether
to operate under a remittance or what
is called a “note option.” A note option
would be the payment ofinterest while
the remittance would be the switching
of funds after one day.

Ranks and S&Ls can reverse their
decision should their circumstances
change. Many smaller banks may not
be too certain as to which route they
should take. It might be well for them
to call their city correspondent and ask
for advice on the topic. =«

32nd Directors Assembly
Scheduled Sept. 2-5
In Colorado Springs

COLORADO SPRINGS, COLO.
— Talks and discussions at the 32nd
assembly for bank directors Sep-
tember 2-5 at the Broadmoor here will
consider director organization, infor-
mation transmittal in banks, formula-
tion of policy and developments in
regulation and legislation.

Special discussions will examine
technological and competitive changes
and challenges in banking and prob-
lems faced by trust departments.

The special program for spouses will
include talks on “What Every Intelli-
gent Person Should Know About
Banking,” “What You Should Know
About the Economy,” “Social Respon-
sibilities of Banking” and “Trusts and
Financial Management.”

Besides senior bank officers, the
faculty will include regulators from
state and federal agencies, executives
from national and state banking associ-
ations and attorney and account
specialists in banking.

Co-directors of the assembly are
Walter V. Allison, chairman, First Na-
tional, Bartlesville, Okla., and J. Wil-
liam McLean, chairman, Liberty Na-
tional, Oklahoma City. The assembly
is cosponsored by the Foundation of
the Southwestern Graduate School of
Banking at Southern Methodist Uni-
versity, Dallas, and the Oklahoma
Bankers Association.

The 33rd assembly, the last this
year, will be held November 9-12 at
the Arizona Biltmore in Phoenix.
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MATTERS,

THE FINANCIAL CRAFTSMEN AT FIRST NBC CAN BEYOUR MARKET MAKERS

Since 1971, when First NBC first
established its bond department,
we've been advising other banks
throughout the South on investment
matters.

First NBC has become an expert,
ifwe may modestly say so, on the
purchase and selling of municipal
bonds in Louisiana and Mississippi.

Other investment services

= Federal Funds

= Repurchase Agreements

= Certificates of Deposit

= Bankers Acceptances

< U.S. Treasury Securities

«Government Agency Securities

= Tax-free Government
Guaranteed Project Notes

< Public Housing Authority
Bonds

< Municipal Bonds

And, we offer information shaped to
your particular needs with our
complete automated portfolio
advisory and accounting service.
Understanding the markets, with a
healthy respect for your individual
requirements.

Trust the people who believe in the
craftsmanship ofgood banking.

First National Bank O f Commerce

NEW ORLEANS, LOUISIANA

1-800462-9511 Louisiana 1-504-561-1404 1-800-535-9601 Mississippi
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BANKING WORLD

< Richard J. Bagy has been pro-
moted to banking officer, Mercantile
Trust, St. Louis. He calls on bank and
corporate customers in part of Mis-
souri and all of Arkansas and Missis-
sippi. Mr. Bagy joined Mercantile in
1976 and became a banking represent-
ative in the central group in 1977.

e Bennett A. Brown has been af-
firmed as president and CEO, Citizens
& Southern National, Atlanta, by the
bank’s board. He has been CEO the
past four months. Mr. Brown joined
the bank in 1955 and once was vice

AREA CODE
314"
TELEPHONE NUMBER
883-5755

RICYARD L.

MwWm
AIARMMECT
m |

A S ™»W IiTES
P.0. BOX 403
342 MARKET STREET
STE. GENEVIEVE,
MISSOURI 63670

ARCHITECTURAL/ENGINEERING
SERVICES FOR THE SMALL &
MEDIUM SIZE BANK PROJECT

BROCHURE AVAILABLE UPON
REQUEST
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president and division manager, corre-
spondent banking.

« George Ehrhardt Jr., president,
Colonial Bank, Waterbury, Conn., has
been elected chairman, Bank Adminis-
tration Institute. He also is head of
BAI’s executive and finance commit-
tees. As institute chairman, Mr. Ehr-
hardt succeeds Horace Dunagan Jr.,
president and CEO, First State,
Caruthersville, Mo. Mr. Dunagan
continues to serve on the executive
committee for ayear as immediate past
chairman.

= Robert V. Lindsay will become
executive committee chairman, J. P.
Morgan & Co., Inc., and Morgan
Guaranty Trust, both in New York
City, at year-end. Now an executive
vice president of the bank and head of
personnel and services, Mr. Lindsay
will succeed Ellmore C. Patterson,
who will reach retirement age of 65 in
November. Mr. Patterson was chair-
man and CEO from 1971 until assum-
ing his present post last January. He
will continue as a director of the HC
and bank. James O. Boisi and Dennis
Weatherstone will become vice chair-
men of both companies. Mr. Boisi is
executive vice president of both, and
Mr. Weatherstone is executive vice
president and treasurer of the bank.
The three officers named to new posts
will be elected directors ofthe HC and
bank and also will become members of
the corporate office, the senior policy
and planning group, along with
Chairman and CEO Walter H. Page
and President Lewis T. Preston. John
P. Schroeder, now vice chairman and a
corporate office member, has elected
to retire at year-end, when he will be-
come 60.

= Roy L. Ash, aformer director, Of-
fice of Management and Budget

(OMB), Washington, D. C., has been
made a director of Bank of America,
San Francisco. He is chairman and
CEO, Addressograph-Multigraph
Corp., and a director, BankAmerica
Corp.

« Donald R. Grangaard, chairman,
First Bank System, Inc., Minneapolis,
has been elected chairman, Associa-
tion of Bank Holding Companies, and
will be its CEO during the coming
year. Donald L. Rogers, Washington,
D. C., was reelected association
president and continues as chief ad-
ministrative officer. Frederick R.
Deane Jr., chairman and president,
Bank of Virginia Co., Richmond, was
advanced to chairman-elect and will be
in line to succeed Mr. Grangaard next
year. Paul Mason, chairman, First
United Bancorp., Fort Worth, was
elected vice chairman.

e Donald P. Jacobs, dean,
Graduate School of Management,
Northwestern University, Evanston,
111., has been named the Gaylord
Freeman distinguished professor of
banking. The Freeman chair was es-
tablished in 1976 by Northwestern’s
board oftrustees in honor ofthe retired
chairman of Chicago’s First National
for his leadership in banking and long
service as a Northwestern trustee.
Funding for the chair is being provided
by First National.

Paul L Stansbury Dies

Paul L Stansbury, 65,

who headed the Con-

sumer Bankers Associ-

ation in 1975-76, died

June 23 in Phoenix,

where he was retired

s.v.p. and v. ch., senior

loan committee, Valley

National of Arizona.

Mr. Stansbury, nation-

ally recognized for his

consumer-credit work,

served as ch., Interbank Card Association and
Internat'l Communications System, Inc. He also
was a trustee, Graduate School of Consumer
Banking, University of Virginia. Mr. Stansbury
entered banking in 1941, joined Valley Bank in
1948 and retired in August, 1977.
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Our ideas have helped banks
make financing possible for a
frozen fish distributor who
wanted to increase
his catch, beefy
feedlots, bushels
ofgrain dealers, a
whole range of

appliance distributors,
a successful idea
sparked by an
electronic game
manufacturer.

UUHHA

We've made it possible to shell out
to peanut processors and we even
helped a tire

distributor get

rolling.

For all kinds \

of borrowers,

all kinds ofbanks, making
growth-companies bankable is our
business. Ifs good foryour
business. Our name is

Collateral Control Corporation.
Get to know us.

Innovators, with capital ideas.

Collateral
Control
Corporation

Receivables Certification « Inventory Certification  Field Warehousing « Participation Leasing

Offices in 36 financial centers. Call (800) 326-1434 or (612) 222-7792 for location nearest you.
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Masterthe'maze'to

Money isgetting tighter. So more and
more lenders are going to Freddie Mac
and Fannie Mae for mortgage money. To a
lender using them for the first time, the
route to these valuable secondary market
sources can appear to be a labyrinth of
complicated forms.

Initially this “maze” may confuse even
the most dedicated mortgage lender. And
delays and rejections caused by procedural
errors can mean lost revenues for lending
institutions.

But MGIC's new Maze-Master kit
eliminates the pitfalls along the path to
Freddie and Fannie. It covers every aspect of
selling mortgages to them: how to become
an approved seller/servicer; how to get a
forward commitment; how to package
loans for sale, etc.

MGICs Maze-Master shows you how to
avoid time-consuming and costly mistakes
lenders most often make. Such as the seven
pitfalls visualized below.

And MGIC offers you more than a kit.

If you’re not
~ an approved seller/
servicer, you cannot
even start down the path.

Maze-Master can getyou
pastthese pitfalls on the
path to Freddie and Fannie.

Itoyik V-
| |Pr

Mi'll» 1t Mill,
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Washington Wire

No Summer Doldrums in Congress

Bank-Related Issues Continue to Be Debated

HE ONLY Washington institution
Tthat seems able to complete its
business before the “dog days” of late
summer is the Supreme Court. All
other members of the Washington
community — Congress, executive
agencies, trade associations — remain
at their posts as the 95th Congress
works its way through its second ses-
sion.

Although the legislative process of
winnowing out worthwhile and
needed proposals from those that are
less desirable is well underway, at this

. . when too many contro-
versial items are added to a bill
they can have the combined
effect of causing the.entire
package to fail to become law.

juncture numerous major banking is-
sues remain far from a final decision.
The central question now is which of
the remaining proposals will be
enacted into law — and in what final
form.

As Congress works toward this
year’s elections, a sense of urgency
makes itselffelt in numerous ways. For
example, “pet” legislative projects ofa
representative or senator may be at-
tached to a bill that is thought to have
enough momentum to make its pas-
sage likely. However, when too many
controversial items are added to a bill
they can have the combined effect of
causing the entire package to fail to
become law.

The “bottleneck” effect also be-
comes important as Congress moves
toward adjournment. In recent Con-
gresses, fewer than 1,000 of approxi-
mately 30,000 bills and other measures
introduced have been enacted into
law, and a concern for bankers is that

Editor s note: This column was prepared
by the public relations division of the
American Bankers Association.
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needed legislation — such as Truth in
Lending simplification — not be set
aside in favor of other legislative busi-
ness.

With these and other considerations
in mind, ABA’s government relations
council met during late July to review
the major national-level banking issues
now pending in Washington. That
meeting served as a prelude to wider
consideration ofthe same issues by the
350-member banking leadership con-
ference later this month. Invited to
join the government relations council
for that conference will be the mem-
bers of ABA’s board of directors and
governing council, as well as the lead-
ers ofthe state banker associations and
other banking trade associations.

Among the issues they will consider
are:

Financial Institutions Regulatory
Act. (H.R. 13088), formerly the so-
called Safe Banking Act. The name
change reflects the substantial im-
provements made in the bill, first by
the House Financial Institutions
Supervision Subcommittee and later
by the House Banking Committee.
When it was introduced almost a year
ago, the bill was so punitive and de-
structive that it was labelled totally un-
acceptable.

Following lengthy consideration of
the bill and the adoption of numerous
changes in it, what emerged from the
House Banking Committee was a bill
that generally could be supported by
bankers — a constructive counterpart
to a Senate bill which would
strengthen regulators’ enforcement
powers.

The ABA is concerned with three
troublesome provisions that remain in
the bill: Language which would allow
the Federal Home Loan Bank Board to
grant transaction-account powers to
federal S&Ls in states where state
S&Ls have that right; a provision that
would allow existing state-chartered
mutual savings banks the option of
converting to federal charters without
reference to state laws governing

MSBs’ commitment to housing or to
branching restrictions; and a section
that would preempt state laws on in-
sider loan limits by applying the na-
tional bank insider single-borrower
limit to all executive officers and major
shareholders of state-chartered banks.

Improvements made in the bill so far
are the result of a spirit of constructive
compromise on the part of many mem-
bers of the House Banking Commit-
tee, as well as the efforts of hundreds of
bankers to explain the real-life implica-
tions of the bill to committee mem-
bers.

The central question now is
which of the remaining pro-
posals will be enacted into law
and in what final formt

Federal Bank Commission. Con-
solidation of the bank regulatory agen-
cies into a single, super agency is the
goal of the Federal Bank Commission
Act (S. 2750). It’s expected that the
Senate Banking Committee and Gov-
ernmental Affairs Committee will hold
joint hearings sometime in August on
the proposal, which dates back several
years.

Present banking regulation struc-
ture reflects the central concept that
representative government should in-
volve a system of checks and balances
on the power of central authority. Be-
cause consolidation of the federal bank
regulators would concentrate too
much power in a single agency and
weaken the dual banking system, any
improvements or streamlining of bank
regulation should be made within the
existing regulatory framework.

The current system of dual alterna-
tives has given regulators strong incen-
tives to achieve proper balance be-
tween fostering innovation in the pub-
lic interest and protecting the viability
of banking.

Electronic Banking Legislation. As

(Continued on page 26)
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During Harland's 55-year history, we've en-
joyed a practical, workable arrangement with
bankers. You've allowed us the opportunity
to provide distinctive check service,
We'verespondedwith close teamwork, X
personal assistance and reputable /
products. It's a classic arrangement. /

To be close to you, Harland oper- |
ates 29 branch printing plants across |
the nation and in Puerto Rico. These \
nearby plants provide swift, local
service. We constantly expand and up- \ ~ i
grade facilities to always assure the best in
check service for you and your customers.

Harland's professional sales team vastly con-
tributes to our close relationship with bankers.

vmyr

Across the country, over 120 highly trained sales
representatives provide on-the-spot service and
fresh approaches for your check programs.
\% Our arrangement also features the
industry's most modern marketing
\ tools. To promote our exquisite prod-
\ uct line, we supply creative and effec-
tive marketing materials. And we can
improve your people's check-selling
techniques with our unique tv role-
laying sessions, slide presentations

other training materials.
ur fine products, complete service and
nearby facilities allow us to offer you a classic
arrangement. Whenever you need checking assis-

tance, Harland is close at hand.

CHECK PRINTERS «JOHN H. HARLAND CO. =P.0. BOX 105250 =ATLANTA, GA. 30348
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Regulatory News

Guidelines Proposed by Five Agencies
On Equal-Credit-Opportunity Act

HE FIVE federal agencies that

regulate banks, thrifts and credit
unions have issued proposed
guidelines for enforcement of the
Equal-Credit-Opportunity Act, its
implementing Regulation B and the
Fair Housing Act. Comment should be

sent by September 1 to Equal-
Credit-Opportunity Guidelines,
Room B-4017, Washington, DC

20551.

The five agencies that announced
the proposals are: the Comptroller of
the Currency, FDIG, Fed, Federal
Home Loan Bank Board and National
Credit Union Administration.

This was the second set of uniform
guidelines worked out jointly by fed-
eral regulators for enforcement of a
major consumer-credit-protection
statute and proposed for comments.
The agencies currently are considering
the first set, which was for enforce-
ment of Truth-in-Lending and its im-
plementing Regulation Z.

Draft guidelines proposed include
the following remedies for specific
violations of the Equal-Credit-
Opportunity Act, Regulation B and
Fair Housing Act. The proposal was
accompanied by comments to illus-

agency. The creditor also may be re-
quired to inform interested parties that
it pursues a nondiscriminatory lending
policy.

2. If discriminatory elements have
been used in credit-evaluation sys-
tems, the creditor would be required
to re-evaluate — according to a writ-
ten, nondiscriminatory loan policy —
all creditapplications rejected during a
period of time to be determined by
enforcement agencies and to send let-
ters soliciting new applications from
individuals rejected on a discrimina-
tory basis. Any application fees paid
previously by these applicants would
be refunded, and no new application
fees would be charged prior to ac-
ceptance of an offer.

3. Where a creditor has charged a
higher interest rate on a prohibited
basis or required insurance in violation
ofthe Fair Housing Act or the relevant
section of Regulation B, corrective ac-
tion would be taken in the form of
reimbursement or adjustment. In
other cases where more onerous terms
have been imposed, such as a dis-
criminatory down payment, the credi-
tor would be required to notify appli-
cants of their right to renegotiate the

trate implementation of these credit extention. The creditor also
suggested remedies. would be required to offer to release
1. Ifapplications have been discourthe applicant from such illegally re-

aged on aprohibited basis, the creditor
would be required to solicit credit ap-
plications from the discouraged class
through affirmative-action advertising
subject to review by the enforcing

quired terms and to reimburse the ap-
plicant for illegally required payments.

4. If a cosigner has been required
on a prohibited basis, creditors would
be required to offer to release any un-

TEMPORARY
BANKING
FACILITIES

FOR SALE
OR LEASE

PORTABLE UNITS

5'x 8 — 8'x 20" —

12" x 40' — 14'x 70'—

28' x 70’

AVAILABLE THROUGHOUT THE MID-CONTINENT AREA

MPA SYSTEMS

4120 RIO BRAVO

EL PASO, TEXAS 79902
(915) 542-1345
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necessary cosigner from liability or to
substitute a new cosigner if the appli-
cant’s choice had been restricted on a
prohibited basis.

5. Creditors failing to provide ap-
propriate notices of adverse action
must send such notices to all applicants
denied credit within 25 months of the
date of the compliance examination.

6. Creditors failing to maintain and
report separate credit histories for
married persons would be required to
obtain such information, to reflect par-
ticipation of both spouses on joint ac-
counts and to report information prop-
erly. They also must notify joint-
account holders that either spouse may
want to re-apply for credit denied since
January 1, 1978, on the basis of insuffi-
cient credit history.

Specific sanctions also were pro-
posed for failure to collect information
for monitoring purposes and for termi-
nation of accounts on a prohibited
basis. Such accounts would be re-
turned to their previous conditions,
unless evaluations justified other ac-
tions. =«

Self Examinations Begun
By FDIC, Fed as Steps
Toward Regulatory Reform

Both the FDIC and the Fed have
begun self examinations. The FDIC
has established a task force to evaluate
its procedures for developing and re-
viewing its regulations. The Fed is re-
viewing all its regulations and related
interpretations and rules to determine
whether they need modernization or
can be improved otherwise.

Foremost among the FDIC’s task
force functions is a review of existing
FDIC regulations to determine
whether certain of them can be im-
proved, simplified or eliminated. The
review, according to FDIC Chairman
George LeMaistre, is focused on the
original purpose ofand continued need
for each regulation. Efforts are di-
rected toward eliminating those no
longer needed and toward determin-
ing whether purposes behind those
still needed can be achieved more effi-
ciently in some other way. In addition,
a cost-benefit analysis will be con-
ducted in evaluating some regulations.

As a first step toward regulatory re-
form, the FDIC is asking for sugges-
tions from banks, bank trade associa-

MID-CONTINENT BANKER for August, 1978

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



Proform ets

Shouldntyourbank formsbeintheirhands?

It takes a lot more thanjust a printing
press to satisfy a banks forms needs, ft
takes specialized equipment and ma-
terials, arigid qualify control program,
and a production system

that will provide

forms quickly and

correctly. But

mostly, it takes

professionals

who under-

stand the

unigue forms

needs of

banks and

how best to

satisfy these

needs.

This is exactly

what you get

when you place

your forms needs

in the hands ofthe

Pro Formers at

Deluxe. These pro-

fessionals know

how to design and

produce forms that

will help your internal

operations function

smoothly and efficiently.

There are standard forms

to fit practically any need,

including: Overdraft Notices,

Charge Back Forms, Debit and
Credit Forms, Cash In and Cash
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Out Tickets, Control Documents and
Savings Deposits and Withdrawals; to
mention a few. In all, there are more
than 80 standard forms. If you carit
find one to suit

your needs, a cus-

tom form can be

prepared for a

modest one-time

make up charge.

Orders are pro-

duced within

10 days ofre-

ceipt, or earlier

if needed, and

the standard

Deluxe guar-

antee applies.

Ifyou are not

completely satis-

fied, the job will

be rerun atno

charge!

Make sure your

internal operation

runs smoothly.

Use the Pro Formers

from Deluxe. For

a catalog, price listand

information, contact:

Deluxe

CHECK PRINTERS. INC.

FORMS DIVISION/P.O.BOX 43497/ST. PAUL, MINNESOTA 55164
1-800-328-9584



tions, the public, government agen-
cies, public-interest groups and other
interested organizations on how the
corporation can improve its regu-
lations. Suggestions and views should
be submitted in writing to: Office of
the Executive Secretary, FDIC,
Washington, DC 20429. Attn.: Task
Force on Regulations.

The FDIC task force is being coor-
dinated by FDIC Director William M.
Isaac. Its chairman is David B. Jacob-
sohn, special assistant to Director
Isaac.

The Fed’s review will take place in
two stages. Regulations affecting
commercial banks, bank HCs and
other institutions outside the Fed will
be examined first. This will be followed
by review of all other Fed regulations,
interpretations, policy letters and
operating circulars.

A study of the format of the Federal
Reserve Board’s 26 regulations will
precede study of their substance. This
preliminary review will determine
whether recommendations should be
made to the board for changes in the
regulations’ organizational structure,
whether they should continue to be
labeled by letters of the alphabet or
identified in some other way and
whether they should be grouped, con-
solidated, combined or otherwise
changed in presentation.

This will be followed by substantive
review of system regulations under
guidelines approved by the board in
authorizing the project. The
guidelines call for taking a new look at
regulations and related rules to deter-
mine whether a regulation in whole or
in part is required by law, costs and
benefits of each regulation, whether
statutes underlying regulations need
revision and whether there’s a more
desirable nonregulatory alternative to
resolving issues the regulations ad-
dress. All regulations are to be re-
drafted to incorporate changes ap-
proved by the board.

Finally, a system is to be created to
preserve the improvement made, in
future regulatory structure and con-
tent.

The review, which is being overseen
by Governor Philip C. Jackson Jr., and
any regulatory revisions or recom-
mendations to Congress for legislative
changes are expected to be accom-
plished by the end of 1979.

Less Statistical Reporting
Required by Fed Board

The Fed has approved two actions
that reduce the burden on commercial

26

banks of statistical reporting to the
board.

It has discontinued the annual col-
lection of data from all the nation’s
banks on their outstanding loans to
customers other than dealers made for
the purpose ofbuying or carrying secu-
rities.

It also has discontinued monthly
collection from a sample of 72 banks of
data on such loans.

It was found that these reports had
little value since such bank credit va-
ried little from year to year and other
sources of relevant information are
now available.

The Fed also reduced from monthly
to quarterly the reporting by some 240
banks on interest rates charged on
various types of consumer loans.

Washington Wire

(Continued from page 22)

of this writing, EFT consumer protec-
tion bills were awaiting debate by both
the Senate and House. Although the
ABA was working to remedy certain
flaws in both bills, the two measures
are seen as generally not prejudicing
the future development of new elec-
tronic services for bank customers.

A major flaw in the House bill is a
provision that would require dis-
criminatory pricing of EFT services —
prices not lower than those for conven-
tional paper-check transactions.

Interest Rate Ceilings. Re-extension
ofthe Interest Rate Control Act, which
otherwise would expire December 15,
will once again raise the issue of the
interest-rate gap between what banks
and thrift institutions can pay their
savings customers. (Originally, the act
established interest-rate ceilings for
thrifts, but since 1975 it has required
the quarter to half-point interest-rate
gap as one of its provisions.)

Consistent with long-standing pol-
icy, the ABA will urge that the
interest-rate differential be deleted
from that law and that the power to set
all interest-rate ceilings be returned to
the financial regulatory agencies.

Market Analysis

Feasibility Studies
Site Evaluations
Charter Applications

BROCH £ RSSOOQRTES
3532 NW 23rd
P. O. Box 12465
Oklahoma City, Okla. 73157
Phone (405) 942-8631

Some Washington observers are
speculating that legislation to extend
the Interest Rate Control Act may be
attached to some other bill in the final
stages of consideration. However, at
present, the form such legislation will
take is unknown.

Federal Reserve Membership. At
least one of the methods proposed by
the Federal Reserve to make Fed
membership less costly — the pay-
ment of interest on required reserves
held by the Fed — is being scrutinized
by the leadership of the House and
Senate Banking committees. The Fed
also is proposing to set prices for the
services it provides to financial institu-
tions and to reduce the levels of re-
quired reserves. However, it will not
begin charging for its services until it’s
free to begin paying interest on re-
quired reserves. The Fed also is seek-
ing legislation authorizing it to set re-
serve levels for transaction accounts at
all types of financial institutions offer-
ing such accounts.

The ABA has asked some 13 selected
economic consultants and accounting
firms to submit proposals for a study
that would develop alternative
scenarios for the pricing of Fed ser-
vices and estimate their impact on
banks and bank customers. Such a
study would complement the Fed’s
current discussion of the pricing issue
and possible ways to ease its member-
ship problem. e =

Market Day Set for Sept. 6
By First Midwest Affiliates

ST. JOSEPH, MO. — The 22nd an-
nual Market Day, cosponsored by
First Stock Yards and First National
banks, affiliates of First Midwest Ban-
corp., will be held September 6.

Registration will begin in the lobby
of First Stock Yards Bank at 9 a.m. and
will be followed by tours of the Mis-
souri Chemical Co. in St. Joseph and
the new Cattle Auction Center at the
stock yards. Aluncheon will be held at
the Hoof and Horn Steak House adja-
cent to the bank and a report on the
current day’s market will be given.

The afternoon session will start at 2
p.m. at the St. Joseph Country Club.
Speaker will be Lloyd D. Miller,
senior consultant, American Angus As-
sociation, St. Joseph. His topic will be
“Imports and Exports: What They
Mean to Farm Markets.” A panel dis-
cussion of present and future trends in
livestock and grain marketing is
scheduled for 3 p.m.

The traditional social hour and steak
dinner will conclude the event.
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First City believed in us.
Now ourbestcustomer is even better.”

At First Gty National Bank of Houston, we If your customers need to borrow to almost any place in the world.
know the value of a good customer. amounts that exceed your legal lending And if you need corporate trust
_ That'swhy we offer correspondent  [imits, talk to us. We're the largest bank services, we can perform them efficiently
banking services to financial institutions in Houston and the lead bank in a and economically.
throughout the Southwwest. Services that financial institution with over $6 billion When you need correspondent
help you he!p your custo_mers. ) in assets. banking services, work with a bank that
_ At First Gty National, we believe With our international connections,  offers strength. First Gty National. We
In you. we can extend your financing capabilities believe in helping good customers.
H

FIRST

coy

MTIOM L

RANK

Member FDIC

believe In you.
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Let's Talk

Selling

Talking the Customer’sLanguage

By JOHN R. GINSLER

President, Financial Training Resources

Glen Ellyn, III.

DISTINGUISHING charac-
A teristic of professional sales
communication is the ability to trans-
mit need-satisfaction to a customer by
helping him recognize and define
needs that warrant change and helping
him see how the bank’s services can
satisfy the needs.

The ability to deliver appropriate
need-satisfaction to a customer begins
with a thorough knowledge of the
services and capacities at your dis-
posal. How to develop and organize

"A professional problem-
solver must select and com-
municate a combination of ser-
vices and capacities relevant to
a customers needs that will
provide him with a sound basis
for making decisions."

such knowledge was discussed in a
previous article.

Knowledge of your services and
capacities means little until you com-
municate what you know in terms the
customer can understand, relate to,
believe in and act on.

What to explain. To enable a cus-
tomer to perceive how and why his
needs can be satisfied with your help,
you must decide what to explain to
him. You’re not trying to overwhelm
him with asmorgasbord of services and
capacities — “Here’s our checklist of
38 different banking services. Do you
see any that interest you?” This is the
mark of a peddler rather than a
problem-solver. This approach will
confuse rather than enlighten the cus-
tomer.

A professional problem-solver must
select and communicate a combination
of services and capacities relevant to a
customer’s needs that will provide him
with a sound basis for making deci-
sions. Explaining how and why you can
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satisfy his needs involves the following:

1. Select primary and supporting
services that will enable you to explain
how and why his needs, as defined
during the call, can be satisfied; convey
an impression of value compared to
competitive alternatives; and provide a
factual basis for making an action deci-
sion.

2. Select organization and personal
capacities that will enable you to es-
tablish your qualifications and credi-
bility to deliver the benefits and values
implied by your services and differ-
entiate your bank and yourselffrom its
competitors.

Example: If a customer needs a
more flexible approach to financing his
growth, services you might explain
could include capital forecasting, flexi-
ble financing, the bank’s lending limit,
its experience with growth companies
and your assistance and counsel.

How to communicate services!
capacities. Communicating the under-
standing and conviction a customer
needs to properly evaluate and act on
the services and capacities you propose
involves the following communication
procedure:

1. ldentify the service or capacity
by putting aname tag on it, so both you
and the customer are tuned in to what
you’re about to explain.

Example: “The key to preserving
your estate assets against unnecessary
taxes for the maximum benefit of your
family is the estate planning assistance
that our trust department can provide
in conjunction with your attorney.”

2. Define function and features by
explaining the purpose of the service
or capacity, what it includes, how it
works, how it satisfies customer needs
or produces desired benefits.

Example: “In helping you develop
an estate plan tailored to your specific
needs, both now and in the foreseeable
future, our trust department planning
specialist will help you inventory your
assets to determine their nature, own-
ership and true value. He’ll help you

define your goals — what you want
done with your assets. He’ll explore
the various options available to accom-
plish your goals, such as the use of
gifting, the use of trusts and the possi-
ble use of a buy-sell arrangement for
your business. Based on this discus-
sion, he’ll help you and your attorney
with whatever assistance he may re-
quire in drafting the necessary instru-
ments to implement your plan, such as
an updated will or trust agreement.”

3. Translate into benefits by relat-
ing the specific need-satisfactions or
values the customer can expect to re-
ceive from the service or capacity. This

"Use effective language.
Words can have a significant
effect on a customer's ability to
understand, accept and act on
what you explain."”

is the most crucial part ofyour explana-
tion, since it enables a customer to
evaluate the service or capacity in
terms relevant to him by answering the
guestion — “What’s in it for me?”

Example: “Through estate planning
assistance such as this, you will be pro-
vided with a plan that reflects both
current and future needs. You will im-
prove control over your assets by
specifying how you want them distrib-
uted. You will have added peace of
mind knowing that you’ve made
proper provision for your family. You
will be able to provide for the assured
continuity of your business that you've
worked so hard to build. And, your
estate should be able to realize some
significant tax savings by having a plan
that will protect your assets against
unnecessary taxes.”

4, Affirm with proof to add validity
and credibility to your benefit claims.
As you translate a service or capacity
into benefits, it’s not unusual to en-
counter customer skepticism or doubt
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Tiffany.

Some lamps merely
light up a room. A Tiffany
lights up the life of any
lover of beauty, quality and
design. So rich in tradition
are these masterpieces that
they are no doubt the

most copied treasures around.

The standard. But, there
is only one Tiffany.

There isonly one Deluxe.

The standard. And, our
long standing tradition of
high quality, craftsmanship
and design is something

we treasure. So, when it comes
to choosing the original
—or another—weVe hoping
this short communique
will shed some light on the
subject. Deluxe,

CHECK PRINTERS, INC.

SALES HDQTRS = P.0. BOX 43399, ST. PAUL, MN. 55164 = STRATEGICALLY LOCATED PLANTS FROM COAST TO COAST
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Thé post 89 years proves it. Through thick and thin, we've helped weather
the storms with sound agri-lending advice, thorough commercial service

and a dedication to active involvement. Involvement that has mode us
one of the leading agricultural lending banks in Texas.

Give us a call. We know the cattle business, and will continue to be
involved with money and service.

The FIR ST national Bank oTRmanillo.Texas

P.0.Box 1331 Amarillo, Texas 79180 (806)378-1726 = MEMBER FDIC
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due to fear of change, recognition that
you are paid to make claims and a de-
sire to test the validity of your claims.
Types of proofyou can use to reinforce
your benefit claims include:

Number proof — cite number of
customers or volume of service use to
show breadth of acceptance.

Example: “Last year our trust de-
partment provided estate planning as-
sistance for 82 customers with a total
asset value of over $40 million.”

Case proof — cite specific results
realized by a customer through use of
the service to add to its credibility.

Example: “As a result of the estate
planning and investment management
assistance provided to asuccessful doc-
tor, he was able to avoid unnecessary
taxes of more than $100,000 based on
the current value of his estate, while
saving considerable time and expense
in managing his invested assets.”

Use proof selectively to reinforce
benefit claims. Not all claims will re-
quire proof. A good way to judge
whether it’s needed is to ask yourself
— If | had to evaluate the benefits of
this service, would | doubt them?”

you deliver to a customer can be made
more understandable, interesting and
appealing by following these com-
munication principles:

1. Divide lengthy explanations into
smaller parts. When explaining a com-
plex service, it’s not unusual to lose a
customer along the way due to ineffi-
cient listening and the tendency of the
mind to wander after a few minutes.
You can minimize this as you subdivide
the lengthy explanation into smaller
parts, tie specific benefits to related
features, use number cues to guide
your explanation and test under-
standing along the way.

Example: The flexible financing
our bank can provide to implement
your growth plans has these distinctive
features:

First, breadth of financing.
Through a single, well-balanced re-
source, we can provide financing to
satisfy your short-term working capital
needs, your intermediate equipment
needs and your longer-term plant-
expansion needs. This assures the right
kind and amount of funding for varying
requirements at the right time. It saves

5. Test for understanding and ac-you the time and effort of having to

ceptance to confirm the accuracy of
what the customer perceives about the
service or capacity, to clarify any mis-
understanding, to flush out any resist-
ance and to check the customer’s
readiness to act on what you've pro-
posed.

This is one of the most crucial ele-
ments in the whole communication
process, since it’s easy to lose people
along the way unless you provide an
opportunity for feedback. Two types of
questions you can use to encourage
customer feedback are:

Closed-end test question — best
used with simpler points ofexplanation
to confirm understanding.

Example: “Can you see how plan-
ning assistance such as this will im-
prove control over your estate assets?”

Open-end test question — best used
with more complex points of explana-
tion since it calls for a fuller response.

Example: “What’s your reaction to
the added control and significant tax
savings this planning assistance will
provide?”

When acustomer’s response to your
test question is affirmative, it’s a signal
to move on to your next point, or pro-
ceed to seeking action if your explana-
tion is complete. If a test question
flushes out misunderstanding or
doubt, answer it by re-explaining the
point being questioned or by present-
ing additional explanation.

How to add clarity and impact to
your explanations. The explanations

shop around to satisfy your various
money needs and can result in savings
in borrowing costs. Can you see the
advantage of having a complete bor-
rowing source like this to draw on?

"Divide lengthy expla-
nations into smaller parts.
When explaining a complex
service, it's not unusual to lose
a customer along the way due
to inefficient listening and the
tendency of the mind to wander
after a few minutes.”

“A second important feature is the
depth of our lending capacity. Our
lending limit is $1 million, which
means we can handle your total re-
guirements within our bank without
having to shop around to satisfy your
needs. This enables you to react more
quickly to growth or special oppor-
tunities. Can you see how this can
facilitate your growth plans?

“A third feature is our ability to
budget financing to your actual use of
funds. What this entails is . . .”

2. Use effective language. Words
can have a significant effect on a cus-
tomer s ability to understand, accept
and act on what you explain. The lan-
guage you use in explaining services

(Continued on page 87)
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a 5-character

message center!
Words change or
travel. With time

and temperature.

Now even the smaller financial institu-
tions can afford a message center display
for advertising or public service.
Daktronics Venus 500 has 32 columns of
lamps with seven 15-watt bulbs per column
for displaying 18" high characters. Flash
on as many as 16 words of five letters, or
less, plus time and temperature or run a
traveling message of up to 16 words of up
to 16 characters each. (The word “Con-
gratulations” is shown traveling in the
photo.) Plus time and temperature

Messages are programmed from a
desktop keyboard console that lets you
see the message on the screen before it
appears at the message center.

At far less investment than our standard
10-character display.

Write for literature and prices—
DAKTRONICS, INC.

acadoorigs Box 229-L Brookings, SD 57006
__Telephone 605/692-6145
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= Mosler. This firm has introduced
the latest in its remote-transaction sys-
tems, the Trans-Vista Ill, which is de-
signed with three major objectives:
cost, reliability and features. Accord-
ing to the manufacturer, costly frills
have been eliminated without sac-
rificing quality performance. Trans-
Vista Il offers a single 4”-ineh
pneumatic tube; the carrier is pre-
sented horizontally and can be re-
turned to the teller on demand. A
safety door frame prevents the door
from closing on a customer’s hand and
automatically detects improper
placement of the carrier in the unit.
Because the customer unit is closed
whenever the carrier is returned to the
teller, there’s no need for manual night
doors. Write: Mosler, Department
PR-143, 1561 Grand Boulevard,
Hamilton, OH 45012.

< National Ban Cal. This premium
firm has arranged to market “The
Saturday Evening Post Christmas
Book,” a hard-cover volume featuring
more than 100 color reproductions of
Christmas paintings by Andrew Wyeth
and Norman Rockwell. The book also
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New
Products
and

includes Christmas stories, holiday
crafts, songs and recipes for traditional
holiday foods. The firm is offering the
book to banks as a fall and winter pro-
motion. Used with a $5 coupon, bank
customers can buy the $9.95 retail
book at the bank’s cost of $4.95. Write:
National Ban Cal, P. O. Box 417,
Orange, NJ 07051,

e Insured Credit Services, Inc.
Now available from this firm is a new
brochure detailing opportunities for
lending institutions in the property-
improvement-loan area. Called “The
Risk-Free Profit Center,” the
brochure features information on the
property-improvement-loan field in
general as well as specific ways ICS can
tailor programs to take advantage of
the market. Write: Insured Credit
Services, Inc., 307 North Michigan
Avenue, Chicago, IL 60601.

= Bank Building Corp. This firm has
published a 12-page, two-color
brochure announcing 1977 design
award winners. The brochure illus-
trates the 12 financial institutions that
received the first design award, awards
ofexcellence and awards ofmeritin the
1977 design-awards competition. The
competition is held to stimulate and
recognize excellence in design and
planningwork done by Bank Building.

Wrrite: Public Relations Depart-
ment, Bank Building Corp., 1130
Hampton Ave., St. Louis, MO 63139.

= Federal Sign Division. Federal
Signal Corp.’s Federal Sign Division
has introduced the FED 5000, a new
computerized interior communica-
tions system that, according to the
manufacturer, effectively displays
safety, merchandising, public-service,
security, directional or motivational
messages by changing illuminated dis-
plays with four- or six-inch letter
heights. Series of messages unique to
each user’s needs are placed by them
into the system through a typewriter-
like keyboard. Message content may
be changed at a moment s notice. For
greater impact, Federal Sign suggests
varying messages among flashing,
traveling or stationary modes with let-
ters and numerals in single or double
stroke. Pictorials also are available,
and time-and-temperature can be in-
terspersed automatically within series
of messages. The FED 5000 system
may be used in tandem with the larger
FED 3000 electronic message center
for exterior display.

Wrrite: Jack Buckley, marketing
planning manager, Federal Sign, 140
East Tower Drive, Burr Ridge, IL
60521.

e LeFebure Corp. Modular safe
deposit boxes—called Mod 22—
featuring double-key-change locks en-
able banks to reset customer seven-
tumbler locks on the premises when a
customer surrenders a box. The UL-
listed locks need not be disassembled
or replaced, and locksmith services are
not required, according to the man-
ufacturer. The guard key also may be
resetatany time, afeature that enables
nests of boxes to be moved to a new
location and immediately matched to
the guard key of boxes already on the
premises. Write: LeFebure Corp.,
P. O. Box 2028, Cedar Rapids, IA
52406.
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A Bank Married Us For Lift

If the number one major bank in service,
solidarity and growth in its market
wanted to affiliate with a life insurance
company... can you imagine how solid
and dependable that life insurance com-
pany has to be?

That's us, Central Guardian Life. As
an affiliate of Memphis Bank & Trust,
we're proud to keep up the family tra-
dition of personal service and solidarity,
but the similarity ends there.

There's a full-service bank in the
family, but we're a full-servicelifeinsur-1

ance company in our own right.

Central Guardian Life is licensed and
doing business in your state and eight }
others in the South-Central United
States. We offer all products of per-
manent and term insurance. We special-
ize in credit insurance and other
bank-related policies. And we back
every policy with the kind of profes-
sionalism and performance that might
even make our affiliate the bank a

little envious.

7 Call us, toll-free, for your bank life

insurance needs. We'll treat you
like family.

CENTRAL GUARDIAN LIFE

an affiliate of Memphis Bank & Trust

In Tennessee, 1-800-582-6277
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Corporate News Roundup

= Walk, Young & Wells, Inc. Clifford
Y. Davis, immediate past president,
Bank Marketing Association, has re-
signed as an officer of Memphis’ City
National to devote full time to Walk,
Young & Wells, Inc., a 2%-year-old
Memphis marketing management
group. Mr. Davis entered banking
with First National, Memphis, in 1961
as a management trainee and, in 1969,
was promoted to senior vice president
and marketing director. In 1970, he
became vice president/corporate
planning, First Tennessee National

HOWE DAVIS

Corp., parent HC. In 1975, Mr. Davis
joined City National as an officer and
director and will continue on the
bank’s board.

= Bank Building Corp. Jack Howe
has been named vice president, busi-
ness development and marketing, of
this St. Louis-based firm. He is re-
sponsible for selection of new-business
opportunities for BBC, including ac-
quisitions, and participates as execu-
tive director, corporate planning
group. Mr. Howe, whojoined the firm
in 1973, continues as general coor-
dinator, marketing activities, and as-
sists group vice presidents in de-
veloping and carrying out various mar-
keting programs. Before taking his
latest post, he was corporate vice
president/marketing at BBC.

= Lawrence Systems, Inc. Robert
P. Ziomek has been named executive
vice president and chief operating offi-
cer. He formerly was vice president/
finance and chief financial officer.

DIRECT LINETO

PROMPT, PERSONAL
CORRESPONDENT
BANKING SERVICES

For knowledgeable, personalized
attention to correspondent
banking problems...

yououghtto know a

DETROIT BANK-erf)~y ftf?
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& TRUST
Member FDIC

F. & R. Lazarus & Co., a division of
Federated Department Stores, Inc.
Before going to Lazarus, Mr. Ziomek
was vice president, CNA Financial
Corp. In other action, Lawrence
named Robert F. Gooding vice presi-
dent and regional sales manager. He is
based in the Southeast regional head-
quarters, located in Atlanta. Mr.
Gooding had been an account execu-
tive, national accounts, Hibernia Na-
tional, New Orleans.

BARTOO GRADY

Diebold, Inc. This Canton, O.-
based firm has announced two ap-
pointments: Donald F. Bartoo as mar-
keting services director and Lydia A
Grady as customer relations
representative. Mr. Bartoo joined
Diebold in 1973 and has held several
posts, including development of an
effective recruiting program and TABS
marketing program. Before going to
Diebold, he spent 10 years with Bur-
roughs Corp. Mrs. Grady was execu-
tive director, Old Dominion Chapter,
Cystic Fibrosis Foundation, Rich-
mond, Va.

ABA's Bank Card Convention
Planned for Sept. 10-13

DALLAS — The 1978 national bank
card convention, sponsored by the
ABA, will be held September 10-13 at
the Fairmont Hotel here.

Topics will include social responsi-
bility of the banking industry in a plas-
tic environment, bank card’s role in
retail-banking strategies, processing
alternatives, perspectives on EFT,
competition from other financial in-
stitutions and living with EFT legisla-
tion and/or the lack of it.

Speakers will include D. W. Hock,
president, Visa U. S., San Francisco;
John Reynolds, president and CEO,
Interbank Card Association, New York
City; and Senator John Tower
(R.,Tex.), member, Senate Commit-
tee on Banking, Housing and Urban
Affairs, and ranking minority member,
Financial Institutions Subcommittee.
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community.
>usinesses and
_____ comes along,

your correspondent bank is made of. Because ifthe correspondait
youpickwon tgo thatextram ileforyou, then nothing else counts.

Atrustin Ualiaswe understand. Sowhen we do businesswith any

business,we give you just whatyou expect from yourself. results.
Kesults. Therealmeasureofabank. 11° n

First National Bank in Dallas. Member F.D.I1.C.
A subsidiary of First International Bancshares, Inc.
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Employees Learn How to Please Customers

N IN-HOUSE human relations
training program is being ad-
ministered to branch customer contact
personnel at National Bank of Com-
merce, Memphis. The program is enti-
tled PACE, which stands for “Personal
and Customer Effectiveness.”
Developed by the bank’s om-
budsman, Dee Turner, the program is
being presented to personnel at each
branch three times this year in an effort
to reach every branch employee. A
different session is given at each
branch each quarter.

"The importance of enjoying
people and working with them
to satisfy their needs as our
customers is paramount to a
branch person's job as a 'cus-
tomer contact’ employee.”

The sessions begin at 7:30 a.m. with
coffee, donuts and a film on human
relations. Mrs. Turner then discusses
ways in which branch personnel can
develop good customer relations and
handle people effectively.

During the sessions, employees are
invited to voice their opinions about
the film and anything else that might
be on their minds.

Most sessions are limited to 45 min-
utes to one hour in length and they can
be scheduled during the afternoon if
employees prefer.

In addition to showing the film, the
bank distributes various articles on
topics such as why people choose a
bank, why they decide to leave a bank
and what customers expect of bank
personnel.

Sometimes quizzes are adminis-
tered and graphs and charts are used to
emphasize certain points. Employees
are usually asked to give their views on
what they would like to discuss during
future meetings.

“PACE is an outgrowth of the quar-
terly ‘rap sessions’ held last year for
employees who deal with customers,”
Mrs. Turner said. “Customer relations
is a matter that concerns us all. They
don’t just happen, but are built mo-
ment by moment, one customer at a
time, by each of us.”

The film shown during the first quar-
terly session attempted to reveal the
frustrations that may develop between
customers and bank personnel when
things are seen from two different
viewpoints. Employees are reminded
that each person has his own perspec-
tive about any situation.

NBC is presenting the PACE pro-
gram, Mrs. Turner said, because man-
agement is beginning to realize that it’s
not so much the price of service as it is
the warmth of service that enables a

Dee Turner (standing), ombudsman at NBC, Memphis, conducts PACE employee training program at
one of bank's 22 branches. Purpose of program is to teach branch employees how to be more effective
with customers, thus retaining them as customers.

bank to keep its customers satisfied,
thus promoting customer loyalty. The
key, she says, is for employees to be-
come more naturally effective.

Paul Calame, director of branch ad-
ministration for NBC, stressed the fact
that “the importance of enjoying
people and working with them to
satisfy their needs as our customers is
paramount to a branch person’sjob asa
‘customer contact’ employee.

“Our total reason for being is to indi-
vidually serve our customers and pros-
pects within the branch team envi-

. we really do have good
customer relations employees
working for NBC . but it's
only human nature to want to
be better and do a better job."

ronment,” he continued. “It’s hoped
that, through the PACE program, we
can provide some tools for use in
branch personnel becoming better
‘customer contact’ people. To our cus-
tomers and prospects, the people in
the branches are NBC.”

All branch employees receive a
PACE manual, created by Mrs.
Turner, and “Inside NBC,” a manual
that focuses on the organizational
structure of the bank. The PACE man-
ual reinforces the programs put on by
Mrs. Turner with articles and quizzes.
The “Inside NBC” manual provides
descriptive material about the
functions ofeach bank department and
tells readers where to go to obtain
additional information about various
departments.

“l feel we really do have good cus-
tomer relations employees working for
NBC,” Mrs. Turner said, “but it’s only
human nature to want to be better and
do a better job.” = =

®m dennis . McDonnell, vice
president, bond and money market
services department, Continental
Bank, Chicago, is the newly elected
president, Chicago Municipal Analysts
Society. Another banker, Carolyn
Skibo, Northern Trust, is the new sec-
retary.

MID-CONTINENT BANKER for August, 1978

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



“Very down to earth. It really stimulates your

D
thinking*.
“Biff“ Roberts, V.P., First National Bank,
Louisville, Ky.
WHAT’S _
"Ar “Should open bankers' eyes. It's surprising what

opportunities banks overlook at Christmas."

MAKING BANKERS Norville Gish, Sr. V.P., First National

Charter Corp., Kansas City, Mo.

SO EXCITED ‘At “Like a Christmas stocking filled with good

things! Innovative and profitable marketing ideas

ABOUT TH IS at a very modest price."

Dick Pennington, Sr. V.P., First National

BOO K’) Bank, Mobile, Ala.

Bankers who've seen this practical 80-page book hail it as a
profit-building addition to their library. Use its ideas to get
the most from your year-end promotions in '78 and for years
to come. Includes dozens of ways to boost —

Bank-wide new business

Public relations

Employee relations

Publicity

Advertising

“Children” relations

Bank decorations

Campaign planning MID-CONTINENT BANKER

Even how to create your own year-end ideas 408 Olive St., St. Louis, Mo. 63102

Please send__ __ copies @ $7.00 of your 80-page manual, j
PROFIT-BUILDING IDEAS FOR BANK CHRISTMAS j
Ideal for any bank, large or small, coast to PROMOTIONS.

coast. Start year-end planning now. Order |
your copy today! I enclose our check* for $ ... e

Name _Title _ j
BanK ..o e e e e |
Street . j
MONEY-BACK GUARANTEE _ )
City, STAtE, ZiP .iuiiiiieiitieeiiee e et cre e e |
Unless completely satisfied in every respect, * Check must accompany order. We pay postage and handling. |

Missouri banks: please include 414% sales tax.

return within 10 days and get full refund.
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Twin Rotor Combine

In the field
can help your clients

put money Iin the bank

Farmers today need all the help they can get when it comes to harvesting grain
crops. Grain left in the field, or damaged and dirty grain in the combine hopper, is
like taking extra pennies out of each dollar they receive.

That’s why the Twin Rotor breakthrough in combining by Sperry New Holland
has been such welcome news for farmers. This unique method utilizes centrifugal
force as part of the threshing and separation process. Strawwalkers (and a lot
of other parts) have been eliminated! In most cases, farmers have reported
cleaner sample, less crackage and less loss out the rear of the machine in most
combined crops.

We have two pieces of information you, as a financial advisor to farmers, should
have. One is a reprint of an article in FARM SHOW, a new publication that
accepts no advertising but does in-depth reports concerning farm products. The
interviews with farmers who have used a TR™ 70 Twin Rotor combine will be most
enlightening. The second piece of literature you should have is “What You

Should Know About Rotary Combines.” It's a handy, 20-page booklet that will
help you understand the rotary combine concept a bit better.

To get this information, just drop us a note and ask for “The Banker’s Kit.” Your
clients will thank you for being so up to date on this important aspect of their
profit picture.

SPERRY=4*NEW HOLLAND

PUBLIC RELATIONS, DEPT 215
NEW HOLLAND, PA 17557
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Outlook for Farmers Improves for '78:

20%

HE NATION'’S farmers should
T enjoy about a 20% increase in net
income this year, said Terry L. Francl,
agricultural economist at Continental
Illinois National, Chicago.

That prospect is in sharp contrast to
last year, he added, when net farm
income totaled $20.4 billion, a drop of
$1.5 billion from the previous year.

Since this decrease was a continua-
tion of a five-year slide in real net in-
come, he said, it raised concerns about
the ability of farmers to service a
growing debt burden. “Those con-
cerns should be eased by the current
income outlook, although crop farmers
in some areas may continue to face a
somewhat tenuous situation,” he said.

W hile most crop prices have posted
significant gains from their harvest-
time lows last summer and fall, many
feed grain and wheat farmers still
would like to see price levels that pro-
vide fora more adequate return to land
and management after covering
operating costs, Mr. Francl said.

In particular, young farmers who
purchased land in recent years as well
as farmers who have experienced
weather-induced crop failures may

continue to experience difficulty, he
said.

“A stronger world market for farm
products has improved the crop price
picture,” he said. “Adverse weather
has caused cutbacks in crop production
in many parts ofthe world, which, with
heightened demand for agricultural
commodities, has pushed prices for the
majority of products — especially
grains — equal to or above year-earlier
price levels. As a result of the higher
prices and increased volume, total
U. S. agricultural exports most likely
will reach $26 billion this year, pro-
ducing a $12 billion agricultural trade
surplus.”

He added that livestock producers,
meanwhile, have benefited from
marked increases in cattle and hog
prices because beef production is ex-
pected to decline about 5% this year
and pork production will increase less
than was forecast.

Although poultry supplies should
rise by about 7%, he said, this increase
will not be enough to overcome the
drop in red meat production and total
meat supplies will decline about 1%
this year.

Increase In Net Income Seen

Receipts from sales of livestock have
had asharp 16% jump in the first halfof
this year, Mr. Francl said, reflecting
increased prices resulting from tighter
supplies.

“Overall farm income this year
should total between $24 and $25 bil-
lion,” he said. “This prospect bolsters
the finding ofa recent farm credit con-
dition survey that, in general, shows
marked improvement in the credit
situation of farmers.

“At any rate, the seriousness of that
situation, which received so much at-
tention last year, may have been
somewhat overstated. The rise in
aggregate farmland value continues to
outpace total increases in credit being
utilized by farmers. While farm debt
rose from $59 billion in 1972 to $119
billion in 1978, the value of farm real
estate also more than doubled, ap-
preciating from $217 billion to $479
billion.”

Although there are rather extreme
variations from farm to farm, he said,
the farm sector still represents one of
the best debt-to-equity ratios found in
any industry. e e

Tighter Credit Seen Developing in Ag Lending Area

SPOT CHECK ofcorrespondent
A bank department agricultural
specialists reveals atightening ofcredit
on the part of big-city bankers that is
making demands on ag lenders for
more expertise in evaluating the
farming techniques of customers.

“Farm debt has increased and will
continue to increase due to the need
for additional operating funds,” said
Earl N. Haldeman 1I1l, assistant vice
president, First National, St. Louis.

The need for funds has now reached
a level where city correspondents are
being asked to assist in financing pro-
ducers. Likewise, there’satightness of
loanable funds in city banks, but they
still are able to help creditworthy pro-
ducers, Mr. Haldeman said.

The situation in the area of land

financing in Illinois and Missouri sees
continuation of refinancing to longer
terms, less activity in expansion of
farms and more concern for liquidity,
Mr. Haldeman said.

Previously, he said, financing of real
estate purchases by country banks has
caused them to have liquidity prob-
lems and they are now needing help to
handle operating loans, not due to
overline conditions but to liquidity
conditions.

“There is extension of loans,” he
said, “but more for the purpose of al-
lowing producers to delay marketing
grain than to an inability to pay.”

The overall quality of loans and abil-
ity of borrowers to repay has improved
with the increased livestock and grain
prices, Mr.. Haldeman said. In gen-
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eral, he added, the credit situation is
better than it was a year ago.

“However, the cash flow hasn’t im-
proved to such an extent as to correct
the problems that high-priced land
purchases have caused for some bor-
rowers,” he said.

“As money has been getting tighter,
| observe more selectivity in loans
being made,” said Gene Davenport,
assistant vice president, United Mis-
souri Bank, Kansas City.

Mr. Davenport thinks that, gener-
ally, grain farmers are financing even
or slightly worse than they were last
year. Livestock and grain-livestock
combination farmers generally have
improved their financial position.

“Those farmers maintaining similar
debts generally have substantially in-
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creased livestock inventories,” he said.

Agricultural banks are experiencing
tight money conditions because many
farmers chose to hold over a large por-
tion of their 1977 crops, said William
T. Springer, senior vice president,
Boatman’s National, St. Louis.

This resulted in farmers not repay-
ing their loans last fall as they normally
would, he added. The cost of fertilizer
for the 1978 crop has been added to
this burden and the result has affected
ag bank deposits as well as deposits in
corresondent accounts. This situation
makes for high loans and overlines.

In addition, he said, farmers are
thinking twice about borrowing more
from banks, due to the steadily rising
cost of credit.

Many farmers in Missouri are taking
advantage of disaster loans, triggered

Agricultural

by last year’s drought conditions, said
Edwin B. Lewis, vice president,
Commerce Bank, Kansas City. Such
loans have helped take the pressure off
highly loaned ag banks, he added, ef-
fectively reducing loan demand. Many
farmers receiving disaster aid are using
half of the aid to pay off debts and the
other half to help finance this year’s
crop.

“It is my feeling that the overall farm
debt in Alabama increased substan-
tially during the 1977 crop year,” said
Paul L. Ash, assistant trust officer and
farm manager, First National, Bir-
mingham, Ala.

“Alabama recorded some ofits worst
yields ever in cotton and corn in 1977,”
he said. “The overall farm debt in
Alabama would have been much worse
if peanut production had not been the

best in its history.”

However, he added, state-wide
farm production costs rose 10% be-
tween 1976 and 1977. This has created
a credit squeeze on both the farmers
and banks in Alabama.

“This year the overall cotton crop in
the state is in poor condition and the
price outlook is only fair. Therefore, |
don’t see any large improvement over
last year in cotton or soybeans,” Mr.
Ash said.

The key to successful agricultural
loans in Alabama depends on the abil-
ity of farm lenders to have enough
technical knowledge in farming to de-
termine good farm management from
mediocre farm management, he said.
Each year this has become more dif-
ficult. = =

Borrowers Using Futures More,

Look to Lenders for Information

IXTY-EIGHT per cent of agricul-

tural lenders responding to a sur-
vey disclosed that use of the futures
markets among their agricultural bor-
rowers has increased in the past few
years.

Another 24% saw no change among
the numbers of their farm borrowers
using the futures markets. Of the bal-
ance, 2% noted less use of the futures
markets by their farm clients and the
remainder made no reply.

The survey, conducted by the
Chicago Mercantile Exchange (CME),
prompted almost 500 responses from
agricultural producers, bankers and
other lenders in 10 states who attended
a series of one-day educational semi-
nars, called Farm Forums, sponsored
by CME.

The forums focused on the
mechanics of hedging on the futures
markets and were designed to spur the
attendees to study hedging in more
detail.

“We do not intend our six-hour
seminars to make anyone an expert on
hedging,” commented Ronald Frost,
vice president of public information
and marketing at CME. “Rather, we’'d
like to give agri-businessmen a strong
foundation in the basics and then
motivate them to seek further informa-
tion about hedging from their county
extension agent, a knowledgeable
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banker or a good broker. To be effec-
tive managers of the future, agri-
businessmen must establish clear lines
of communication and close relation-
ships with their bankers and brokers. ”

Apparently, the sessions did just
that, as over half of those responding
sought additional information about fu-
tures trading after attending the
forums.

Many ofthe producers, bankers and
agricultural lenders who answered the
survey and who looked for further in-
formation about the futures markets
contacted more than one source.

Of the producers, 60% turned to a
commodities futures broker and 31%
contacted the agriculture extension.
Another 24% of these producers re-
ferred to their lender. The balance
used other information sources.

Three-fourths of the agriculture
lender respondents who researched
the futures markets spent time with a
commodities futures broker. Twenty-
eight per cent sought more advice from
a commodity advisory service. Thirty-
three per cent of the 120 responding
bankers and lenders turned to the ex-
tension service. Other sources for in-
formation were other lenders or advis-
ory services.

Producers and bankers agree that
hedging is a good way to shift the risk of
farming operations. An 82%-majority

of agricultural lenders believe their
loans to farmers are more secure when
those borrowers hedge. And 62% of
the potential borrowers responding
checked “managing risk” as their pri-
mary reason for hedging.

The producers also hedged to gain
first-hand experience with the mar-
kets, to top or bottom the markets or
because their lender recommended it.

However, according to 86% of the
responding lenders, their organiza-
tions do not encourage use of the fu-
tures markets. Instead, they provide
either advisory services for potential
market users or stay in the background
concerning hedging. Only 1% of the
lenders and bankers openly discourage
hedging among their clients.

Of the 62% of the producers who
said they have not traded on the fu-
tures markets since attending the
forum, almost half explained that they
could not trade because they don’t
meet contract specifications. Nearly
one-fourth wanted to learn more about
hedging before trading. Another quar-
ter said the futures have not offered
them agood price yet. (The survey was
taken during May of this year.) Some
other producers mentioned they were
unable to find a cooperative banker or
broker. And a small minority, 5%, do
not believe in hedging. = =
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Price/Risk Management Workshops—
Information Tools for Ag Lenders

GROWING number ofbanks are
A sponsoring seminars and work-
shops for their farmer customers
and/or downstream correspondents
who are active in ag lending. Bank
managements are realizing that there’s
a major need for organized presenta-
tions of ag-related information to cus-
tomers whose well-being depends on a
good grasp of such things as the use of
futures markets and the protection of
financial risk.

Among the banks sponsoring com-
modities workshops this year is In-
diana National, Indianapolis, which ar-
ranged for a price/risk management
workshop for its downstream corre-
spondents conducted by representa-
tives from Heinold Commodities,
Inc.’s Farm Market Division, located
in DeKalb, 111

According to Howard H. Beermann
of Heinold, the objective of the work-
shop was threefold:

e To acquaint lenders with the al-
ternatives their farm customers have in
marketing farm products and specifi-
cally to inform them about the use of
the futures markets in pricing grains
and livestock for protection of the
farmer’s financial risk, equity and cash
flow, all of which result in increased
protection of bank loans.

= To discuss policies, procedures
and proper documentation for lending
futures margin money to the customer
who utilizes the futures markets.

Taking part in price/risk management workshop
at Indiana Nat'l, Indianapolis, were (from 1.)
Errol Baxter, Heinold Commodities, DeKalb, lIl.;
William Shaffer, corporate banking officer, and
Richard E. Bonewitz, v.p,, both from host bank;
and Howard H. Beerman, Heinold Commodities.
Workshop guests were downstream corre-
spondents of Indiana Nat'l.

< To provide lending institutions
that want more information for their
farm customers with a three-hour pre-
sentation at their locations to point out
the principles ofsystematic marketing.

Mr. Beermann said many bankers
attending these workshops are familiar
with the use of futures by farmers and
grain elevator managers and are en-
couraging further use of this tool. But
others aren’t very knowledgeable and
some are dubious. They all want to
know more, so the workshops point out
the advantages and disadvantages of
futures compared to cash contracting.

Every lender should know enough

about futures so their customers can’t
“snow” them, Mr. Beermann said, yet
they don’t need to know every detail
that the farmer managing a futures ac-
count should know.

A major portion of the workshop
time is spent demonstrating a line of
credit for the borrower’s use to pay
margin into the futures market, if
necessary, when hedged, Mr. Beer-
mann said.

Policies and procedures are dis-
cussed and documentation is furnished
by providing a security agreement and
assignment of the farmer’s brokerage
account to the bank.

“This not only provides additional
collateral, but also enables the banker
to monitor the farmer’s transactions in
the futures account and allows for im-
proved communications among the
farmer, his lender and his broker,” Mr.
Beermann said.

He added that his pricing philoso-
phy is based on the farmer’s individual
financial risk-bearing ability and the
profitability level of the present cash,
cash contract or futures contract price.

“Depending on the situation and the
lender’s desire,” he said, “the farmer
may forward price a small or a great
percentage of his product. It’s impera-
tive that he maintain discipline in the
market and not let ‘market emotion’
overcome his systematic and logical
pricing procedure.

(Continued on next page)

Bankers Play Larger Role in Hedging Counseling

active roles in counseling cus-
tomers on commodity hedging. Some
bankers sponsor seminars showing
customers the ins and outs of hedging
(see adjoining article).

Some banks, not content with
showing customers merely how to
hedge and how not to hedge, are cre-
ating three-way agreements among
their customers, their bank and com-
modity futures brokers.

In these agreements, in cases where
the customer is a cattleman, the cat-
tleman establishes a margin account

B ANKERS are playing increasingly

with the bank and the broker gives the
customer hedging advice and executes
trades. If prices rise and the broker
puts out a margin call, the call goes to
the bank instead of the cattleman. The
bank disperses the extra funds to the
broker, with notice sent to the cattle-
man. If prices drop, the bank releases
the extra funds. In either instance, the
cattle constitute the bank’s collateral.
The price protection to the farmer be-
comes loan protection to the bank.

In most cases, bankers don’t give
hedging advice to their farm custom-
ers; they leave that up to the broker.

MID-CONTINENT BANKER for August, 1978

Brokers usually approve such ar-
rangements because, when the cat-
tleman has a margin account at the
bank, the broker knows he will be
paid, and the bank is willing to lend
more on a hedged deal, which usually
results in more business for the broker.
Similar programs can be arranged
for grain farmers. The same type of
three-way agreement is made and
banks can provide farmers with com-
puterized records, with daily tapes on
market action and with workshops to
help him analyze the market.
(Continued on next page)
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Agribusiness Commercial Finance Role

Enables Processors to

OMMERCIAL finance can be a
significant factor in agri-
business, indirectly influencing grow-
ers and directly influencing pro-
cessors, resulting in their lending
needs becoming bankable, said Peter
J. Levy, vice president and regional
manager, Aetna Business Credit, Inc.
Commercial finance lends on collat-
eral in the form ofaccounts receivable,
inventory, plant and equipment and is
oriented to middle-sized business, he
said. Such firms usually are interested
in interim financing to achieve rapid
growth, to acquire another firm or to
sustain or turn around an operation
that has experienced recent reverses.
A number of businesses engaged in
food processing that are sizable and
viable forces iii the marketplace were
aided in attaining their positions by
commercial finance, Mr. Levy said.
“Obviously, the presence ofactive and
competitive middle-sized processors is
of great interest to all those engaged in
agribusiness.”

He presented examples to illustrate
the commercial finance/food process-
ing relationship.

Recently, he said, Aetna Business
Credit helped finance the entry and
subsequent expansion of a new entity
in the snack-food area. Officers of a
nonfood processing concern who had
experience in packaged foods were
eager to purchase several snack-food
subsidiaries being sold by a conglom-
erate. Since the financing and result-
ing debt exceeded what their bank
could be comfortable with, they
turned to the commercial finance firm.

“Aetna’s financing enabled them to
purchase the operations, which were
almost three times the size of the ac-
quiring company. The financing was
structured around ‘revolving’ loans
based on accounts receivable and in-
ventory and an ‘intermediate term’
loan based on plant and equipment for
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Become Bankable

the major portion of the purchase
price,” he said.

Intermediate term lending is a new
development currently offered by only
a few commercial finance firms, Mr.
Levy said. Intermediate term loans are
financing arrangements based on plant
and equipment or older industrial
plants and specialized equipment and
usually are structured for amortization
over a 10-year period.

“The ability ofcommercial finance to
assist in rapid growth was illustrated by
a loan made to a cheese processor,” he
said. “At a point in his company’s de-
velopment, the owner of the cheese
processing and wholesaling company
elected to expand his operation.

“This expansion required a buildup
of the cheese inventory being held for
aging. The financing of such an en-
deavor, which exceeded the bank’s
lending guidelines, was made by
Aetna. Subsequently, a bank became a
participant in the loan. Then full bank
financing was arranged as the com-
pany, in achieving its growth objec-

Price/Risk

(Continued from page 41)

‘He must look at the long-term
profit objectives instead of the day-to-
day price movements,” Mr. Beermann
said.

At the Indiana National workshop,
many questions were asked through-
out the session. Most were about mi-
nute details pertaining to the im-
mediate discussion; others were ques-
tions about how the banker will know if
his customer is speculating in the mar-
ket, how to choose the proper broker,
etc.

“The first question is answered by
having an honest customer,” Mr.
Beermann said. “The second question
takes a longer answer, but it was cov-
ered by discussing the commodity
farm’s financial solvency as well as its
ability to furnish proper information
and outlook for the customer. The in-
dividual broker must certainly under-
stand agriculture, the process of
hedging and remain mindful of the
objectives of the farmer. It should go
without saying that the broker needs a
good reputation for honesty and integ-
rity.” = =

tives, established financial ratios con-
ducive to bank lending.”

On anumber ofoccasions, Mr. Levy
said, commercial finance firms have
been called on to help food processing
companies weather financial prob-
lems. The experience of a peanut pro-
cessor illustrates this, he added.

During the company’s relocation to
larger and more modern facilities, a
number of reversals were experienced
that restricted cash flow and necessi-
tated a sizable increase in the firm’s
debt.

“Aetna was called on to refinance the
company s debt and provide additional
working capital,” he said. “This
financing was essential in helping the
processor through the troubled
period. As operational problems were
resolved, profitability improved
sharply, allowing bank participation in
the loan and, subsequently, complete
bank refinancing.”

These food processors, now strong
middle-sized businesses, serve as good
examples of how the appropriate use of
commercial finance can play a signifi-
cant role in the processing market, Mr.
Levy said. = =

Bankers Play

(Continued from page 41)

Bankers agree that the essence of
making such agreements work is get-
ting farmers to keep good records and
making effective use of the records to
assess cash flow, determine debt loads
and set goals.

They also concur that
agreements protect their loans.

Using forward contracts or futures
markets doesn’t eliminate all risks be-
cause no one knows where the market
will be when contracts mature. And no
bank is fully protected if price swings
are much sharper than predicted, re-
sulting in higher margin calls that
eventually swamp customers.

Commodity experts agree that it’s
important that farmers, brokers and
bankers work out careful programs and
stick with them. They should select a
price, allow the markets to move up
and down and intervene only if the
fundamentals change. A fundamental
change would be something like the
corn blight of 1970 or the Russian grain
deals.

Such agreements work best for
well-capitalized customers, experts
say. They add that hedging is never a
sure thing. It can be very attractive if
participants know what they’re doing.
But it can be disastrous if they
don’t. ==

the
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Decline in Farmland Price Spiral Possible,
But Chances for ‘Bust’ Are Slim

of ascent of farmland prices has

en noted recently, there’s no danger

ofa farmland price bust occurring in

the foreseeable future, agricultural
bankers say.

Prices have slipped a little in some
areas, but this has been offset by con-
tinuously rising prices in other areas.

“Farmland prices will continue to go
up as long as severe inflation exists,”
said Eldon H. Greenwood, assistant
vice president, Illinois National,
Springfield, and a vice president ofthe
American Society of Farm Managers
and Rural Appraisers, Denver. He said
it would take softer commodity prices
to slow the land price advance or to
level it out.

Should a worldwide grain surplus
develop, Mr. Greenwood said, grain
prices would be depressed to the point
where land debt service would become
difficult for some operators. Distressed
sales of land would burst the bubble
because the psychology would im-
mediately shift from one of holding
land as an inflation hedge to one of not
acquiring land because of its being a
poor investment.

A slowdown in the increasing value
of land in the next year or so is seen by
John H. Hembree, senior vice presi-
dent, Union Planters National, Mem-
phis, and a member of the American
Society of Farm Managers and Rural
Appraisers. He sees the rate of ap-
preciation of farmland dropping from
its present 20%-25% to 5%-6% per
year.

“What I’'m saying is that the boom is
over but we aren’t in for a bust,” Mr.
Hembree said. “The only thing that
would cause a severe decline in farm-
land prices would be a real recession
and extremely low farm prices.”

Farmland prices will continue to in-
crease if the economy remains robust,
said Carl O. Norberg, executive vice
president, American Society of Farm
Managers and Rural Appraisers.

“From what we have heard,” he

Ithough aslowing in the rate
ge

By JIM FABIAN
Associate Editor

said, “farmland prices seem to have
reached their peak price in various
areas of the country, although there
still are pockets in the Midwest and
some other areas where the price for
agricultural land has leveled some-
what. He added that this might be a
temporary situation, depending on the
1978 harvest.

Mr. Hembree said he didn’t believe
Congress would permit any severe
drop in agricultural prices for any pro-
longed period, due to the great de-
mand for foodstuffs. “Such a policy
would preclude any bust in farmland
prices,” he said.

Another factor that favors a con-
tinuing increase in farmland rates, al-
though at a more moderate rate, is the
availability of credit to finance land
purchases, Mr. Hembree said.

“All or most of the large insurance
companies are quite active in our area,
as are the land banks throughout the
territory,” he said. And sellers of land
are quite willing to carry any remain-
ing debt on a sale for tax purposes.

Real estate lenders are currently
making term loans at considerably
higher figures than they did afew years
ago. They are now lending more dol-
lars per acre than the land would have
brought afew years ago. The purchaser
can generally justify this stance by
stating he is averaging the total cost of
his holdings over the new purchase
and the old holdings; and, as a result,
his average value-per-acre or
investment-per-acre is considerably
less than the existing value of the
land,” Mr. Hembree said.

As long as inflation continues, he
added, farmland will maintain its value
in relation to the prices of other goods.
As the value of money declines, land
values in terms of dollars can be ex-
pected to increase.

With all the pressures prevalent for
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continued inflation,” he said, “l don’t
believe many people feel that the infla-
tion rate is going to decline by any
substantial amount.”

Rather, he continued, it will proba-
bly increase to a higher level. This is
one of the thoughts running through
the minds of large owner-operators
when they begin to think about or dis-
cuss the purchase of additional ac-
reage.

Various factors tend to prevent any
real burst ofthe land price bubble, Mr.
Greenwood said. These include in-
creasing militancy on the part of farm-
ers, the ready ear they have received
from politicians and the continuing
pressure to use land for non-
agricultural pursuits, such as homes,
highways, airports, etc. These factors
are visible reminders to the investing
public that land is a non-replaceable
and scarce resource, and, as such, is a
good investment.

One of the negative aspects of the
recent rapid increase in farmland
prices is the enormous federal estate
tax load that often results when a land-
owner dies, Mr. Greenwood said.

“Land price increases have been so
rapid many have not realized the
problem in time to implement aplan to
reduce the federal estate tax bite,” he
said.

The blow can be softened somewhat
by bringing together an estate tax
planning team to help the farmer de-
velop aplan that takes advantage of the
1976 Tax Reform Act, he said. The
team should include an attorney, ac-
countant, bank trust officer, life insur-
ance planner and a business consul-
tant, should one be utilized.

There’s some difference of opinion
among farmers whether the relief pro-
vided by the Tax Reform Act is really a
blessing, Mr. Greenwood said. While
it’s a terrible thing for the heirs of a
farmer to have to sell off acreage to
satisfy estate taxes, such sales tend to
benefit young farmers in the area who
are looking for land to build up their
estates.
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Case Studies Reveal How Collateral Control
Can Protect Bank’s Ag-Business Loans

HE IMPORTANCE ofthird-party
Tcollateral control in the agribusi-
ness area is sometimes overlooked by
bankers who are called on to service
their agribusiness customers. Case
studies from collateral control firms
reveal how banks are protecting loans
made to such firms.

A company that borrows heavily on a
seasonal basis to purchase agricultural
products and process goods must shop
around for the most attractive method
of finance, said Arthur B. Adams,
senior vice president, Lawrence Sys-
tems, Inc., San Francisco.

“In our present economy, espe-
cially, eligible bankers’ acceptances
are ideal for the purpose of financing
the storage of inventory,” Mr. Adams
added.

Bankers/ acceptances usu-
ally aren't accompanied by
compensating balance re-
quirements.

Bankers’ acceptances are generally
less costly than prime related borrow-
ing; provide a reliable source of funds
during tight money conditions; and
usually aren’t accompanied by com-
pensating balance requirements that
create anon-earning funds situation for
the firm, he said.

Citing an example, Mr. Adams re-
ferred to a large sugar processor that
engages in multimillion-dollar ac-
ceptance finance with several banks in
order to pay beet growers in the fall
and to take advantage of cost savings on
the purchase of cane sugar during the
year.

“Lawrence Systems has been called
on to issue the third-party warehouse
receipts required by the Fed to assure
the lenders that the goods in storage
supporting the acceptance are subject
to Lawrence’s control as an indepen-
dent, financially responsible third
party,” he said. Fed regulations pre-
clude the establishment or use of a
warehousing subsidiary of the bor-
rower for this purpose.

Throughout the duration of the ac-
ceptance, Lawrence monitors and
guarantees the existence of the inven-
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tory in many locations throughout the
U. S., reporting regularly to the
banks, Mr. Adams said.

Another instance was provided by
John R. Sweeney, senior vice presi-
dent, Collateral Control Corp., St.
Paul.

In the late 1950s, he said, agrain and
feed firm with a single Midwest loca-
tion was seeking to expand its credit
line. The local bank sought the help of
an upstream correspondent that re-
quired a field warehousing location to
secure the loan.

The increased financing made pos-
sible by the warehouse receipts helped
the firm launch a rapid expansion pro-
gram that saw the net worth ofthe firm
rise from about $2.5 million to about
$40 million in 20 years. Sales went
from $40 million to more than $300
million in the same period. The firm
grew from one location to several loca-
tions in three states.

The firm markets internationally,
Mr. Sweeney said, and is presently
using bankers acceptances. Even
though it does much of its financing in
major money-center banks, it has con-
tinued a relationship with the local
bank that gave it the initial growth im-
petus.

An instance of protecting a loan to
fertilizer dealers was cited by Mr.
Adams.

In 1973, Mr. Adams said, many
major manufacturers of fertilizer de-
cided to get out of the retail custom-
spreading application business. New
local dealers were formed to provide
deliveries to farmers, but they had
limited financial resources to meet
demand.

Traditionally, farmers withhold
payment for 120-180 days or until their
crops are sold. In addition, manufac-
turers wouldn’t supply extended pay-
ment terms to the dealers.

To provide needed funding to the
dealers, Mr. Adams said, rural banks
with overlines from city corre-
spondents arranged secured finance
protected by third-party controls.
Lawrence Systems certified inventory
control service covered the fertilizer.
Then certified accounts receivable
guaranteed the validity ofthe accounts
receivable after the fertilizer was
spread and assured the lending bank

that all dollars paid against the fer-
tilizer would be paid into a designated
account.

“This flexible financing has enabled
fertilizer dealers all over the country to
obtain needed funding on inventory
and receivables ranging from $200,000
to $4 million,” Mr. Adams said.

In the late 1960s, Mr. Sweeney said,
a small farm machinery manufacturer
started in a city in the heart of the
Midwest agriculture belt. As its sales
grew from a few local units to nation-
wide distribution, financing problems
became somewhat acute.

Collateral Control installed an in-
ventory certification program on the
manufacturer’s premises for the bene-
fit of engine and other component
suppliers, Mr. Sweeney said. Because

Bankers' acceptances pro-
vide a reliable source of funds
during tight money conditions.

of this protection, the suppliers were
able to increase the amount of their
credit substantially. Payment was
made as the components were released
to the farm equipment manufacturer to
be used in production.

As sales grew, he added, the firm
started private labeling for major farm
equipment manufacturers. In a four-
year period, sales increased 10-fold
and profits averaged about 5% of sales.
Many new jobs were created and the
economy was stimulated.

Mr. Adams gave an example of ac-
ceptance finance that occurs when cat-
tle feeders require funds for cattle pur-
chases and feed bills. Typically, 2,500
to 10,000 head of cattle are involved.

An agreement is made with the
feeder, he said, by which he appoints a
custom feed yard to care for the cattle.
Lawrence issues the warehouse re-
ceipts to the lender, as required by the
Fed for eligible acceptances, and con-
trols the cattle in accordance with bank
instructions, releasing cattle for sale
and reporting deliveries as specified.

“To further protect the bank’s inter-
est,” Mr. Adams said, “Lawrence field
representatives regularly inspect the

(Continued on page 60)
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W Werea
Correspondent®
Bank
thatgets down to

L earth

In today’s agricul-

tural market, the in-

vestment is a stagger-

ing figure.

The high cost of livestock, JISM.
machinery, chemicals, fuel,

and fertilizer gives you all the more
reason to know a correspondent
bank with the resources to finance
agricultural business.

In Bank of Oklahoma’s agri-business

department, your
problems are our
opportunities. Just tell

us what you or your
customers need. We can
work out the details.

When your business requires a cor-
respondent bank that gets down to
earth ... get down to Bank of Okla-
homa. Contact Charles Rice, Depart -
ment Manager, (918) 588-6254.

BANK OF
OKLAHOMA -

P.O. Box 2300/Tulsa, OK. 74192

Our Capabilities Expand Yours

Correspondent Bankers

Marvin Bray Lee Daniel
588-6619 588-6334
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Bill Heilen Larry Koch

588-6620 588-6000 Member Foie
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Community, Bank, SBA Cooperate
To Bring Tourists to Town

New Showboat Means 50 Jobs for Canton, Mo.

NOVEL BLEND of community
A cooperation and spirit, enter-
tainment, nostalgia and cultural his-
tory is found in an authentic, four-story
riverboat replica that holds promise as
a new tourist attraction for Canton,
Mo.

Reminiscent of the 1870s, the
Golden Eagle Mississippi Riverboat
dinner theater replica was made possi-
ble through the investments of 160
local citizens in cooperation with the
Small Business Administration, which
provided a development loan through
Canton State Bank. The project
created about 50 new jobs for local
residents.

Traffic projections indicate that
more than 200,000 tourists will visit
Canton and surrounding area this year.
Among the area’s tourist attractions are
Mark Twain’s boyhood home in Han-
nibal, Mo.; the Mississippi River locks
and dams; Quinsippi Island in Quincy,
111; the Mormon restoration area in
Nauvoo, 111; the new Cannon Dam
recreation area near Perry, Mo.; and
the River Museum in Keokuk, la.
Floating in the midst of this tourist
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activity is the Golden Eagle Riverboat
replica.

“Visitors to the riverboat can relive
the romance of an age when paddle-
wheel riverboats churned the muddy
waters of the huge river. Fine food, an
evening of enjoyable entertainment
and the luxury of a bygone era await
those who cross the gangplank of the
Golden Eagle,” said Canton Mayor
Edwin Frye.

The grand salon, the luxurious main
dining room ofthe replica, is decorated
in elaborate riverboat style and
modeled after the old packets. One of
the outstanding attractions ofthe large
dining area is the 40 by 12 foot
stained-glass window which graces the
center ceiling. Created by a 1977
graduate of Canton’s Culver-Stockton
College, the window features an array
of various colors and designs.

The deep, red walls of the salon are
offset by India rosewood wainscoting
and white balcony trim. Floral carpet,
red tablecloths, gold tableware and
gold and maroon upholstered chairs
complete the interior decor.

The room features a complete stage

for showboat productions and a south-
ern cuisine buffet of intriguing del-
icacies in the old plantation tradition.
The dinner theater has a seating
capacity of 350 persons.

The restaurant is operated under
contractural arrangement with the
Culver-Stockton College Food Service
and live entertainment consisting of
musicals, melodramas and vaudeville
is provided by special arrangement
with the Canton Festival Theater
Group and the Golden Eagle Show-
boat Co. of young actors and perform-
ers.

The Texas deck dining room, a pri-
vate dining room on the top deck ofthe
replica, caters to private parties and
celebrations and commands a
breathtaking view of the Mississippi
River as it sweeps westward.

A gift shop, located on the main deck
of the boat, features such handmade
items as country quilts, potholders,
unique crafts, doils, etc., developed by
area high school and college students,
senior citizens and others, thus creat-
ing a market for Canton-made prod-
ucts.

An added attraction in the gift shop
is an 1898 ornately carved back bar and
marble counter soda fountain donated
by a Quincy, 111, drugstore owner.

Guided tours throughout the
Golden Eagle are conducted by au-
thentically dressed student guides and
retired riverboat captains while back-
ground music from a calliope fills the
air.

The replica has a unique
gingerbread-decor exterior and is
named “Golden Eagle” in recognition
of two earlier riverboats of the same
name that once served the area.

Construction of the stationary boat
began in the spring of 1977 under the

Golden Eagle Riverboat replica is located on
Mississippi River near downtown Canton, Mo.
SBA provided construction funds through Can-
ton State Bank.
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When you think

Mississippl... think, also,
about a billion dollar

Many people, when they “think Mississippi,” have in
mind one of our State’s beautiful antebellum homes, or
fields of cotton, or a civil war battlefield or some other
historic or scenic feature.

But, there are many other things to think about the
Mississippi of today: The third highest growth rate in
per capita income in the nation. New capital investment
in manufacturing averaging approximately $275 million
per year for the past several years. And, Mississippi's
largest banking system, now reporting over $12 billion
in total assets with 50 offices in 12 Mississippi cities.

Ifyou or your customers have any need for financial or
financially-related services in Mississippi, contact our
Correspondent Bank Department. One Deposit
Guaranty Plaza.Jackson,MS39205.

Phone: 601/354-8076.

DEPOSIT
GUARANTY

NATIONAL BANK wember roic

Jackson ¢ Centreville « Greenville
Greenwood ¢ Hattiesburg « McComb « Monticello
Natchez « Newhebron « Petal » and offices in
Clinton and Pearl.
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supervision of Richard Coartney.
Among members of his construction
crew were college and high school stu-
dents, off-duty teachers and part-time
workers.

The 215 by 45 foot boat was con-
structed with both new and donated
materials, including more than 40 gal-
lons of primer paint given by the con-
struction foreman. Many of the inte-
erior furnishings also were donated by
local citizens, including the antique
soda fountain and a square grand
piano. The final projected cost for the
riverboat’s construction and furnish-
ings is $250,000.

The actual planning for the riverboat
replica began in early 1977 when
David Steinbeck, a local newspaper
publisher, constructed a model of the
proposed dinner theater. “It actually
started many years ago when a number
of us thought it would be nice to have
an old riverboat here to tie the com-
munity into Canton’s river heritage.
No more riverboats were available and
various problems arose, so about ayear
ago, we began to develop plans to build
our own,” he said.

Public interest was aroused by this
idea and a group of concerned citizens
visited SBA’s District Director
Thomas Holling in May, 1977. The
SBA advised the citizens to form a de-
velopment company and after a great
deal of correspondence and numerous
field visits, Canton River Heritage
Development, Inc., a not-for-profit
corporation, was formed.

The corporation investors have a di-
verse membership including promi-

Manufacturers Hanover
Buys Building, Land
At 270 Park Avenue

NEW YORK CITY — Manufactur-
ers Hanover Trust and Union Carbide
Corp. have signed an agreement
whereby the bank will purchase the
land and building at 270 Park Avenue.
The 1.2-million-square-foot structure
will become the bank’s world head-
quarters.

Beginning in 1980 and running
through 1982, Manufacturers Hanover
will transfer to 270 Park Avenue the
staff from its current headquarters at
350 Park Avenue and certain other
head offices in mid-Manhattan. About
3,000 employees will be affected by
the move. Union Carbide previously
had announced plans to relocate its
corporate headquarters in Danbury,
Conn.
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Grand salon of riverboat seats 350 for dinner
and show. Huge stained glass window graces
ceiling of room. Boat was built to provide food
and entertainment for local residents and
tourists passing through area.

nent business persons and community
leaders, insurance executives and
small business owners.

“The corporation concept realizes a
dream for many area citizens and re-
flects a community unity that few
towns can boast of,” said SBA Loan
Officer Bill Lee. Canton and northeast
Missouri residents have invested from
$10 to $5,000 in the Golden Eagle
project.

To support a development com-

This 52-story building at 270 Park Avenue in
New York City will be purchased from Union
Carbide Corp. by Manufacturers Hanover Trust
and will become bank's world headquarters.

pany, the SBA requires a minimum of
10% injection of local monies; how-
ever, Canton’s local development
firm’s injection was 25%, reflecting a
broad-based community involvement.

Residents provided $60,000 in
private-sector funding for the venture
and the SBA’s local development com-
pany loan was responsible for a
$160,000 investment.

According to Glen A. Miller, execu-
tive vice president/cashier, Canton
State, and an avid supporter of the
project, “The Golden Eagle is an un-
usual tourist attraction representing a
unique marketing mix and combining
fine entertainment, southern cuisine,
major economic impact and commu-
nity support.

“From our first conversations with
David Steinbeck on the riverboat proj-
ect, we were impressed with the po-
tential of such a unique tourist attrac-
tion for the Canton community,” Mr.
Miller said.

“In subsequent meetings with
members of the Golden Eagle Enter-
prises board of directors, we encour-
aged the SBA community develop-
ment loan approach as a viable pro-
gram for financing the community
project,” Mr. Miller said.

Mr. Steinbeck is president, Golden
Eagle Enterprises, operating firm for
the boat.

“Everyone has worked hard and
we've had a lot of help on the Golden
Eagle,” Mr. Steinbeck said. “We hope
it will provide a continuing influx of
visitors and tourists into the commu-
nity.” = =

Purchase price for the land and
building is $110 million, payable over
30 years, beginning at the time of the
title closing in 1980.

The 52-story building rises 707 feet
into the air. It occupies the entire
block bounded by Madison and Park
avenues and 47th and 48th streets.
There are two sections: a 52-story
tower on the Park Avenue side con-
nected to a 12-story unit on the Madi-
son Avenue side. It’s located in a
plaza-like setting, with sidewalks of
pink terrazzo. More than 6,800 curtain
wall units, consisting of glass, vertical
mullions of natural stainless steel and
black-coated stainless-steel spandrels
sheath the building. A black matte
finish applied to the stainless-steel
spandrels reduces the reflection of
sunlight.

According to a bank spokesman, the
building was the first New York City
structure to feature movable interior
walls exclusively. More than 20 miles
of partitions have been installed.
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W ate glad we'e here.

WRITE OR CALL:

Jack H. Sanders, Vice President
American Bank and Trust Company
One American Place

Baton Rouge, Louisiana 70825
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Welcome to our special corner of the world. We’re American
Bank, over 600 people and half-a-billion dollars strong. W e’re

Baton Rouge’s community bank, large enough to provide the
capital and services your business needs, and small enough

to make every one of your people feel right at home. We're
experienced and innovative professionals, but there’s more.

For all of us, living and working in Baton Rouge is a matter of
pride. And that spirit is an everyday, everyway attitude at our

bank, from the board room to the telephone switchboard.

Welcome. To Baton Rouge and American Bank. W e’re part of
your new life' and We like our P|ace‘

AMERICAN BANK

BATON ROUGE, LOUISIANA
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Bank Plaza Used to Educate, Entertain Residents

HEN A BANK is located on the
Public Square and has a large
plaza area available, what could be bet-
ter than to put the area to use to pre-
sent activities for the benefit of the
public?
So says Pat Bartsokas, director of
marketing at First National, Belleville,
11 First National Plaza recently ob-
served its first anniversary of service as
the site of events such as a flower and
plant bazaar, a pork bar-b-que cook-
out, a Deutschfest celebration, a fish-
ing exhibition and numerous other
celebrations, all designed to educate
and entertain the public — not to men-
tion getting the bank much valuable
publicity!
ABOVE: Every florist and nursery in town par-
ticipated in the bank's annual flower and plant
show. Each firm set up a display booth and took
turns presenting educational presentations on a
stage erected by the bank. More than 1,200
attended and many sales were made.

ABOVE: Popcorn wagon is operated daily by
Belleville Area Senior Citizens group. Bank paid
for wagon but group stocks and runs it, keeping

I i BELOW: 125th anniversary of local brewery saw ABOVE: "First Nat'l Five," dixieland quintet,
all profits.

some 3,500 people celebrate at First Nat'l Plaza provides music at all Plaza events, courtesy of
by eating bratwurst, sauerkraut and related First Nat'l. Group's theme song, "We're in the
items, provided free by the bank. Brewery is one Money," promotes bank services.

of Belleville's largest employers.

ABOVE: Pork BBQ day is annual event that coin-
cides with sidewalk sale days in Belleville. Meat,
supplied by pork producers, is grilled and served
free to lunch-hour passersby on First Nat'l Plaza.
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Morgan Guaranty Trust Company

OF NEW YORK

Consolidated statement of condition
June 30,197B

Assets jn thousands
Cash and due from banks.........cccccooenncennicnnnnns $ 5246 572

Interest-bearing deposits at banks........cccceeeee. 6006 577
U. S. Treasury SeCUTItiesS.....cirniniiineiiieinne 420 202
Obligations of U. S. government agencies . . . 122 225
Obligations of states and political subdivisions . 1534 802
Other investment securities.... 665 097

Trading account securities, net............ 246 334
Federal funds sold and securities

purchased under agreements to resell . . . 948936
Loans and lease financing ..., 15 931 294
Less: allowance for possible credit losses . . . 156485
Net loans and lease financing ... 15 774 809
Customers’ acceptance Uability........ccovirinennne. 1375 209
Premises and equipment, n e t 122 617
Other real estate 26 653
Other assets 868 850
TOtal @SSEES .o $33 358 883
Liabilities
Demand deposits
TIimMe dEPOSITS it 4877 571

12 687 988

Deposits in foreign offices
Total dePOSItS. .o 25 765 073
Federal funds purchased and securities

sold under agreements to repurchase . 2 008 864
Commercial paper of a subsidiary.........ccccueeu. 129 142
Other liabilities for borrowed money 1359 662
Accrued taxes and eXPensSesS.....coco s 473 958
Liability on acceptances 1376 998

27 000

Dividend payable
Convertible debentures of a subsidiary
(AU/4% ,due 1987 ) e 50 000

Capital notes (5% , due 1992).... 76 299
Otherlong-termdebt 32 223
Other liabilities 454 434
Total liabilitieS. s $31 753 653
Stockholder+ equity
Capital stock, $25 par value (authorized and

outstanding: 10,000,000 shares) . . . . $ 250000
SUTPIUS o 518 385
Undivided profits 836 845
Total stockholder’'s equity ... . 1605 230
Total liabilities and stockholder’s equity . . $33 358 883

Member, Federal Reserve System, Federal Deposit Insurance Corp.

\enr York 23 Wall Street, 522 Fifth Avenue at 44th Street,
616 Madison Avenue at 58th Street, 40 Rockefeller Plaza
at 50th Street, 299 Park Avenue at 48th Street

international subsidiaries San Francisco, Houston,
Miami, Toronto

Dankiny offices abroad London, Paris, Brussels, Antwerp,
Amsterdam (Bank Morgan Labouchere N.V.), Frankfurt,
Disseldorf, Munich, Zurich, Milan, Rome, Tokyo, Hong Kong,
Seoul, Singapore, Nassau

Representative offices Madrid, Beirut, Sydney,
Jakarta, Kuala Lumpur, Manila, Séo Paulo, Caracas
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Directors

WALTER H. PAGE
Chairman of the Board

LEWIS T. PRESTON
President

RAY C. ADAM

Chairman and President
NL Industries, Inc.

J. PAUL AUSTIN

Chairman of the Board
The Coca-Cola Company

R. MANNING BROWN JR.

Chairman of the Board
New York Life Insurance Company

CARTER L. BURGESS
Chairman, Foreign Policy Association

FRANK T. CARY

Chairman of the Board
International Business Machines Corporation

EMILIO G. COLLADO
President, Adela Investment Company S.A.

CHARLES D. DICKEY JR.

Chairman and President
Scott Paper Company

JOHN T. DORRANCE JR.

Chairman of the Board
Campbell Soup Company

WALTER A. FALLON

Chairman of the Board
Eastman Kodak Company

LEWIS W. FOY
Chairman, Bethlehem Steel Corporation

HANNA H. GRAY
President, University of Chicago

ALAN GREENSPAN

President
Toivnsend-Greenspan and Company, Inc.

HOWARD W. JOHNSON

Chairman of the Corporation
Massachusetts Institute of Technology

JAMES L. KETELSEN

Chairman and Chief Executive Officer
Tenneco Inc.

HOWARD J. MORGENS

Chairman Emeritus
The Procter & Gamble Company

ELLMORE C. PATTERSON
Chairman of the Executive Committee

DONALD E. PROCKNOW

President
Western Electric Company, Incorporated

JOHN P. SCHROEDER
Vice Chairman of the Board

WARREN M. SHAPLEIGH
President, Ralston Purina Company

george p shultz
President, Bechtel Corporation
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Varied Community Involvement Activities
Keep Spotlight on Banks’ Civic Spirit

In Chicago:

Continental Bank Grant
Will Help Neighborhood

The Continental Bank Foundation
in Chicago is making afive-year pledge
of $375,000 to Neighborhood Housing
Services of Chicago (NHS) to help re-
habilitate a south side neighborhood.

The grant will be used to organize,
staff and administer an NHS office in
the Little Village neighborhood on
Chicago’s near southwest side.

Continental’s grant would defray
costs involved in selecting the site and
operational costs of salaries, neighbor-
hood office space, equipment and
supplies.

Continental Bank, along with about
50 other Chicago banks and S&Ls, has
been participating in the NHS pro-
gram citywide by making purchase and
home improvement loans to residents.
The bank also provides an annual
operating grant of $35,000 to NHS,
which will continue in addition to the
special five-year grant.

Typical NHS rehabilitation project carried out by
rehabilitation and financial counseling from
Neighborhood Housing Services. Establishment
of new NHS office in Chicago's Little Village
neighborhood will be financed by $375,000
pledge from Continental Bank Foundation.

Sea Creatures:

Bronze Sculptures
Exhibited by Bank

An exhibit of bronze sculptures was
featured by Frost National, San An-
tonio, in its arcade this summer. The
sculptures were the work of Leslie
Perhacs, who is also a naturalist and
industrial designer.

The showing featured sculptures of
sea creatures native to the beaches of
northern and southern California.
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Each piece was created using the
lost-wax method, a series of pourings
and polishings using wax and plaster of
paris as well as bronze.

One-Minute Programs:

American History Series
Sponsored in Little Rock

A televised mini-series promoting
American history and patriotism was
aired recently for three weeks in the
Little Rock area under sponsorship of
First National.

The series was entitled “21 Days of
America” and each program was one
minute in length. They were shown
daily.

The series was produced in coopera-
tion with the American Historic and
Cultural Society and was designed to
make the history of America “come
alive” for 21 days. Each program fea-
tured a well-known personality, from
former President Gerald Ford to Bob
Hope.

Preservation Loans OK'd

Approximately 9,500 FHA-
approved lending institutions are au-
thorized to participate in a new fed-
erally insured home improvement
loan program geared to upgrading
old buildings that qualify for historic
preservation status.

It has been estimated that owners
ofas many as a million structures are
eligible for historic preservation
loans to rehabilitate, restore or pre-
serve their buildings.

Up to $15,000 per dwelling unit,
not to exceed $45,000 per structure,
may be borrowed with repayment
terms as long as 15 years. There is no
loan initiation fee.

The loans can be made on any
residential building that is listed in
the National Register of Historic
Places, within the boundaries of a
historic district listed in the National
Register or determined to be eligible
for listing, either individually or as
part of a district.

Further information is available
from the Department of Housing
and Urban Development (HUD),
Washington, D. C.

Bankers Prepare for 'Lung Run'

Team members from Liberty National, Ok-
lahoma City, prepare for First Annual Benefit
Run, sponsored by the Oklahoma Lung Associa-
tion, by pinning identification tags on their
backs to let everyone know they are running for
"the bank of Mid-America." Proceeds earned by
runners at so-much-per-mile went to further
programs of the association.

Upgrade Effort:

Bank Boosts Neighborhood
With Brochures, Loans

A brochure that promotes the
once-decaying midtown area of Mem-
phis as a place that is “improving with
age” is being distributed by First Ten-
nessee Bank.

The brochure, which cost $10,000 to
produce, was prepared with the coop-
eration of members of 11 midtown
neighborhood improvement associa-
tions. It is being circulated to real es-
tate agents, lenders and interested
consumers in Memphis.

The associations and various finan-
cial institutions in the city have started
programs designed to revitalize the
midtown area. Seven financial institu-
tions are cooperating with the city of
Memphis in a home improvement loan
program targeted at six contiguous
midtown neighborhoods. Loan terms
are 1% below APR up to 15 years with a
minimum monthly payment of $25.
First Tennessee has committed $1
million to the program.

A second program has resulted in a
lender being designated to accept
home improvement loan and second
mortgage applications at each of First
Tennessee’s four offices in the mid-
town area. Names of the lenders were
circulated to neighborhood associa-
tions, which have organized informa-
tional tours for lenders to acquaint
them with the neighborhoods. Re-
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There grows the
neighborhood
Again.

The Kansas and Wichita economy continues to move. And The
Fourth is in the thick of things with new services and expanding
facilities to keep it growing.

For instance, now there are Via Lobby Tellers at every Fourth
location that cut most of the paperwork from daily banking.
Also, Fourth customers can now get cash advances at any Via

What's more, a growing number of Fourth customers are fighting
inflation with our new Six Month Money Market Certificates. They're
getting the same U.S. Treasury Bill rates that larger investors enjoy.

And coming soon... expanded facilities. Our new Operations
Center in the remodeled J.C. Penney Building and additions to our
popular Towne East Bank will be ready in December to serve you

Automatic teller...with Visa or Master Charge cards from the

Kansas BankCard Center.

ASSETS
Cash and due from banks...........
Investment securities:
U.S. Government obligations
Federal agency securities.........
Obligations of states and
political subdivisions..........
Other

Total investment securities ..
Trading account securities
Federal funds sold
Securities purchased under

agreements to resel
Loans
Bank premises and equipment____
Income receivable and otherassets..

DIRECTORS

A. DWIGHT BUTTON
Chairman of the Board
'DR. CLARK D. AHLBERG
President, Wichita State University
LIONEL D. ALFORD
President, Boeing Wichita Company
HEBER BEARDMORE
Investments & Independent Geologist
OLIVE ANN BEECH
Chairman of the Board,
Beech Aircraft Corporation
'MERIE BISH
Investments
*RICHARD J. BOUSHKA
President, Vickers Energy Corporation
JAMES R. BOYD
Senior Vice President
VIRGIL S. BROWNE, JR.
Investments
'SHELDON COLEMAN
Chairman of the Board,
Office of Chief Executive,
The Coleman Company, Inc.

better.

Growth. You've come to expect it in this neighborhood.

Statement of Condition...June 30

1978 1977
$112,789,000 $ 91,741,000
21,994,000 11,497,000
6,997,000 6,996,000
54,662,000 53,647,000
1,183,000 1,183,000
84,836,000 73,323,000
10,010,000 7,573,000
32,975,000 20,300,000
29,200,000 30,480,000
338,652,000 284,497,000
25,345,000 25,964,000
7,939,000 5,845,000

$641,746,000 $539,723,000

"WILLARD W. GARVEY
Chairman of the Board,
Garvey International, Inc.

'‘JAMES G. GOULD
Barnett Oil Company

JAMES R. GRIER, Ill
Executive Vice President,

Martin K. Eby Construction Co., Inc.

JORDAN L. HAINES
President
LAWRENCE M. JONES
President-Office of Chief Executive
The Coleman Company, Inc.
‘WILLIAM T. KEMPER
President,
The Kemper Investment Company
HARRY LITWIN
Chairman of the Board,
The Litwin Corporation
RUSSELL W. MEYER, JR.

Chairman of the Board and President,

Cessna Aircraft Company
W. R. MURFIN
Murfin Drilling Company

LIABILITIES 8t

STOCKHOLDERS' EQUITY

Deposits:
Demand
Time.

Total deposits

Federal funds purchased ...

Securities sold under
agreements to repurchase

Accrued interest, taxes and
other liabilities

Capital note

Total liabilities

Stockholders' equity ...

PATRICK E. O'SHAUGHNESSY
Vice President,
The Globe Oil & Refining Co.
RICHARD H. PRICE
President,
Dick Price Motors, Inc.
H. DEAN RITCHIE
Treasurer,
Ritchie Paving, Inc.
E. B. SHAWVER, Il
Vice President,
Stelbar Oil Corp., Inc.
WESLEY H. SOWERS
Management Counsel
STERLING V. VARNER
President,
Koch Industries, Inc.
ROBERT F. VICKERS
Trustee and Administrator,
The Vickers Trusts
DWANE L. WALLACE
Senior Consultant,
Cessna Aircraft Company

1978 1977

$238,375,000 $219,313,000

212,153,000

473,927,000 431,466,000
73,455,000 24,625,000
31,776,000 24,884,000
6,822,000 6,077,000
10,000,000 10,000,000
595,980,000 497,052,000
45,766,000 42,671,000
$641,746,000 $539,723,000

NESTOR R. WEIGAND
Partner,
J. P. Weigand & Sons, Realtors

E. V. YINGLING, JR.
Investments

LYLE E. YOST
Chairman of the Board and
Chief Executive Officer,
Hesston Corporation

'Advisory Director

HONORARY DIRECTORS
W. DALE CRITSER

Financial Consultant
DWIGHT FERGUSON
Chairman of the Board,

Bank of Woodward, Oklahoma
A. W. KINCADE

Chairman Emeritus,

Fourth Financial Corporation
J. E. SCHAEFER

Director Emeritus,

The Boeing Company

A neighborhood bank as big as Kansas itself.

TheFourth

Fourth National Bank & Trust Company, Wichita, Kansas 67202
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duced rates and longer terms are avail-
able from the lenders.

Photo Competition:

'Faces of Chicago" Contest
Sponsored by Harris Trust

“The Faces of Chicago” was the
theme ofthe third annual photography
contest for high school students spon-
sored by Harris Trust. This year, the
contest was expanded to include stu-
dents in suburban high schools.

Nearly 1,300 entries were reviewed
by the panel ofjudges and from the 70
semi-finalists, representing 40 high
schools, 10 finalists and 10 honorable
mentions were selected.

The bank held an awards ceremony
to honor the winners, their teachers,
principals and parents. Winning
photos were displayed at the bank for
three weeks and the exhibit is now ap-
pearing at the Chicago Public Library
Cultural Center and is expected to be
shown at other places.

Prizes were $500, $250 and $100
savings accounts and Hubert the Lion
dolls for the top three winners.
Honorable-mention winners each re-
ceived $25 savings bonds.

First-place winner in "Faces of Chicago™ photo
contest sponsored for third year by Harris Trust,
Chicago. Contest was open to all high school
students in Chicago area.

In Houston:

Deaf Children Instructed
On Use of Bank Services

Four students at the Houston School
for Deaf Children were invited to
River Oaks Bank, Houston, recently
for a tour of the bank’s facilities.

The event was the idea of Esther E.
Hobbs, assistant vice president, who
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had visited the school.

Each student was given a demon-
stration on how to write and cash a
check, make deposits and use the
bank’s ATM. The bank presented each
student with a personal savings ac-
count and provided refreshments.

Silversmith Display in Detroit

These repousse constructions were part of dis-
play of works of art done in silver, gold and other
precious metals and jewels by Michigan artists
and displayed recently in the main office exhibit
area at Detroit Bank. The exhibit marked the
30th anniversary of the Michigan Silversmith's
Guild and featured 170 pieces.

San Francisco Banks:

Corporate Responsibilities
Outlined in Booklets

Corporate responsibility programs
of Wells Fargo and BankAmerica
Corp. have been outlined in new
booklets. Both firms are headquar-
tered in San Francisco.

The Wells Fargo booklet covers all
areas of operations that have an impact
on society and explores the company’s
role as an employee, lender, purchaser
of goods and services, user of energy
and resources and a member of the
community.

In an introduction, Wells Fargo
President Richard Cooley writes: “Be-
cause in our daily activities we are so
close to the communities we serve, we
believe we have a special responsibil-
ity and unique opportunities to fulfill
our role as corporate citizens. And we
want our relationships with customers,
employees, suppliers and the general
public to be in line with the high ex-
pectations society holds for a corpora-
tion like ours.”

BankAmerica’s booklet summarizes
the general standards of conduct
adhered to by BankAmerica and ex-
pected of all who serve in its name.

The code is arranged under five
major categories: as an investor-owned
corporation, an employer, a steward of
the financial interests of others, a par-
ticipant in the marketplace and a cor-
porate member of the community.

Near Chicago:

Four Oak Park Banks
Win Preservation Award

Four banks in Oak Park, 111, have
been cited by the National Trust for
Historic Preservation for providing
funds to acquire the Frank Lloyd
Wright home and studio in that
Chicago suburb.

Initial acquisition funds to purchase
the home and studio were provided by
Avenue Bank in 1974 and long-term
financing was provided jointly by Av-
enue Bank, Oak Park Trust & Savings,
Suburban Trust & Savings and First
Bank.

“Oak Park is indeed fortunate to
have uncommon individuals and or-
ganizations keenly aware of the need
for historic preservation and the im-
portance of encouraging positive pro-
grams to assure stability and the
dynamic quality of life found in our
community,” said Jerry D. Mackey,
president, Avenue Bank, at the award
ceremony in Washington, D. C.

Bringing Up the Rear!

A three-year-old tot brings up the rear as he
heads tor the finish line in the children's
1,000-meter race event sponsored recently by
Liberty National, Louisville. The event was part
of the bank's "Run for the Arts" program to
benefit the Louisville School of Art. More than
600 runners from 10 states participated in the
three-race program.

Conservation:

Energy-Savings Display
Sponsored by Chicago Bank

A display dealing with natural gas
energy savings awareness was ex-
hibited at Chicago City Bank recently
in connection with Peoples Gas, Light
& Coke Co.

Visitors to the exhibit were able to
test themselves by answering numer-
ous true-false questions on energy con-
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The Land Banks have been dedicated to
financing American agriculture for more than 60
years. Since farm credit is a major element of
progressive agriculture, it is, therefore, important to
our national economy, as well as the economy of the
local communities where the money is used.

The Land Banks—cooperatively owned by
farmers and ranchers—supply long-term farm real
estate credit through more than 500 local Land
Bank Associations within the 50 states.

Land Bank people feel that it is a privilege to
work alongside the many others in the financial
community who also serve rural America. We
welcome the referral of any of your farmer customers.

The Land Bank

The Bank of Generations
foragriculture

The Federal Land Banks of:

Houston, Texas
430 Umar 77001

Louisville, KY New Orleans, LA St. Louis, MO.
201 West Main 40202 860 St. Charles 70150 1415 Olive 63166
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Wichita, KS.
151 North Main 67202
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Board Meetings
Made More Effective
With More Effective
BOARD REPORTS!

Here's a 200-page manual entitled
BOARD REPORTS that will help your bank
determine the "quantity and quality" of
monthly reports needed by your directors
so they, and management, can make
proper decisions.

It is edited by Dr. Lewis E. Davids, editor
of The BANK BOARD Letter, and sells for
$20. Just ONE improvement in reporting
procedures . . . just one BETTER decision
made by your board can MORE than repay
this small investment.

Well-prepared reports are a MUST to
enable a board to identify its policy aims

to diagnose bank problems ... to
find solutions to these problems ... to
make choices regarding appropriate ac-
tions ... to implement policy . . . and to
evaluate the effectiveness of bank perform-
ance. Without adequate reports, a board
lacks the information it must have in order
to reach important decisions involving bank
management

This manual details the type of reports a
board should have in order to place perti-
nent information at directors' fingertips. It
illustrates the various formats board re-
ports can take . . . from oral to detailed
graphic presentations.

It tells how moderate-sized banks can
prepare reports that normally could be af-
forded only by giant banks. It tells how such
reports can be combined with information
gained from local sources to present a clear
picture of the local and national economic
situation ... a picture vital to the estab-
lishment of policies that promote bank
growth.

Included are examples of written reports
most needed by bank directors who desire
to create policies that lead to prudent bank
management. In addition to material pre-
pared by the author, contributions by
well-known bank specialists are included.

Detailed information is present on such
topics as effective reporting to directors
. . . board reports to shareholders . . . the
report of examination . . . bank liquidity
and capital analysis . . . bank operating

ratios management reports to the
board loan reports . financial
statement analysis . . . bank market per-
formance . financial information for
directors . . . AND MANY OTHERS!

To order your copy send your check for
$20.00 (add 4.6% sales tax in Missouri)
to: The BANK BOARD LETTER, 408
Olive, St. Louis, Mo. 63102

(Advertisement)
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servation techniques. They also could
pick up free pamphlets on how to bet-
ter utilize energy-saving measures in
their homes.

‘Untold Manhours':

Outstanding-Firm Award
Given to Alabama Bank

First National, Birmingham, Ala.,
has been cited with an “outstanding-
firm award” for its support ofeducation
by the University of Alabama chapter
of Beta Gamma Sigma, national honor-
ary fraternity for students in business
and commerce.

The award cited the bank’s “genuine
concern for the well-being of the com-
munity and the state since the bank
opened for business in 1873.” Bank
employees have contributed “untold
manhours” of public service to the
state’s hospitals, universities,
churches, civic and public service
agencies.

Masters Exhibit:

Photo Exhibit Premiers
At First American Nat'l

First American National, Nashville,
recently was the site of the premier
showing ofthe 1979 Masters of Photog-
raphy exhibit by the American Society
of Photographers.

Included in the exhibit were 100
award-winning color and black-and-
white photos by the nation’s top pro-
fessional photographers.

Photos represent all areas of the
U. S. and form a collection of what has
been judged to be the best illustrative,
commercial, portrait, industrial, wed-
ding, pictorial and scientific photos
made during 1977.

Bank Rewards Golfer

It pays to hit a hole-in-one in Troy, Mich., as this
photo attests. Several months ago, Detroit
Bank-Troy's management announced it would
pay $100 to anyone who hit a confirmed hole-
in-one on the seventh hole at Somerset Golf
Club. The announcement was part of the bank's
on-going community activities. Photo shows
bank President Lawrence P. Tierney presenting
special golf check to lucky golfer Jean Ringler (I.)
with assistance of Sandi Bishop, golf pro at the
club.

Bank Wins ‘Arts' Award

Indiana National, Indianapolis, has won a na-
tional "Business in the Arts" award for bank
programs supporting the arts in 1977. The
award was in the form of a limited-edition print
by a contemporary artist. The bank was cited for
underwriting the costs of publishing a booklet
reporting the results of a study of the financial
impact of the arts on the Indianapolis economy.
The impact amounts to $34 million annually.
Accepting award for Indiana National is George
E Clark (c.), executive vice president. At I. is
James J. Dunn, publisher of Forbes Magazine,
and at r. is Robert W. Sarnoff, vice chairman,
Business Committee for the Arts, co-sponsors of
the award. The bank also was cited in 1972,
1973 and 1974.

In Missouri:

Community Development
Spurred by State Agency

Missouri’s state treasurer has de-
veloped a new time deposit program
that can reward expanded community
development investment practices of
banks that are eligible for state depos-
its. The program was developed in
cooperation with the Missouri Divi-
sion of Community Development.

The thrust of the program is to raise
the quality of urban living by en-
couraging banks to make loans that,
because of their location or risk,
wouldn’t ordinarily be financed under
normal lending practices.

Eligible organizations engaged in
community development activities,
including community-based economic
development corporations or private
developers engaged in community de-
velopment activities, can seek loans for
activities that might previously have
been financially infeasible. The place-
ment of interest-bearing state funds in
participating banks can compensate for
some of the risk normally associated
with loans of this type.

The program was developed to in-
crease the availability of capital for
community development and to rec-
ognize the corporate social responsi-
bility efforts of Missouri’s banks.

State funds equivalent to 50% of the
amount of a qualifying loan will be de-
posited at participating banks, up to a
total of $2.5 million. About $10 million
has been earmarked for the program.
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vbirespondelit

banking is
gettingmore
com petitive.

|ts also

getting better.”

Earl Lassere, Vice President

“Correspondent banking is getting more
and more competitive. We helped make
it that way. Our correspondent banks
have the same kind of responsive cash
management assistance that we offer
major corporations.

A strong correspondent relation-
ship today means offering good advice
as well as efficient operations. From
advising a banker on his courier service
to offering him a remote data process-
ing system that can keep him on top of
his operation every minute. Most of all

it means demonstrating better ways to B an k
serve you and your customers.”

Bank of the Southwest, 910 Travis, 0 f th e

Downtown Houston, (713) 751-6100.

Letusshowyouabetterway. SO UthWESt
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Economie Forecast,

Banking in '80s

Are Northern Trust Symposium Topics

N ECONOMIC FORECAST and
A alook at banking in the "80s were
among topics discussed at Northern
Trust of Chicago’s correspondent sym-
posium June 29. More than 90 bankers
from 12 states — including lllinois, In-
diana, Kansas, Oklahoma, Tennessee
and Texas — attended the symposium.
It was moderated by N. Hall Layman,
vice president, banking department.

Speaking on “Close Encounters of
the Economic Kind,” Robert G. Dede-
rick, Northern Trust’s senior vice
president and economist, spoke on the
economic outlook. “The odds,” he
said, “favor a slowing of the business
advance to something under a 3V2%
rate — perhaps markedly under — by
early 1979. Because of all-too-
justifiable inflation concerns, mone-
tary policy now is designed to constrain
expansion. In effect, the Federal Re-
serve has told the Administration and
Congress, ‘You can either join in the
effort — largely by making fiscal policy
less stimulative — or you can throw all
of the burden on interest rates, but
either way, the brakes are going to be
on.’To be sure, the goal is not to bring
the upturn to a halt. Instead, all that is
sought is a reduction in growth to a
‘sustainable’ pace.

“But, if past experience still is a
helpful guide, the stubbornness of the
inflation problem — coupled with the
normal recognition implementation
and impact lags involved in policy-
making — will make attainment of the
authorities’ target extremely difficult.
While a soft landing is possible, a
somewhat bumpy one seems more

Philip W. K Sweet Jr., pres., Northern Trust,
Chicago, is shown with Lee Phillip of CBS televi-
sion, who was luncheon speaker at bank's corre-
spondent symposium June 29. Miss Phillip is
hostess for "Lee Phillip-Mort Crim Noon Break"
on WBBM-TV in Chicago.
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likely. At the moment, | think that the
chances of an outright recession are
limited. Regrettably, though, the
same also appears to be true of the
prospect for apronounced easing ofthe
inflation problem.”

In looking ahead to “Personal
Banking in the '80s,” Jay K. Buck,
senior vice president, and Warren L.
Fellingham Jr., vice president, out-
lined the opportunities for growth.
E. B. Lincoln Ill, vice president,
banking, spoke on “Guidelines in
Buying and Selling Banks” and took a
close look at raising capital in private-
placement markets.

Robert L. Yoder, senior vice presi-
dent, bond department, analyzed
“The Bond Portfolio” in terms of
maximizing returns. “Building Bank
Profits . . . Executive Incentive Com-
pensation” was the topic handled by
Michael K. Cribbs, financial manage-
ment officer.

The program included a bank presi-

New Farm Implements,
Prudent Bank Financing
Bolster Ag Communities

The fact that fewer farmers are re-
guired to maintain the nation’s agricul-
tural productivity means farms must
operate on a larger scale with more
sophisticated machines and other ex-
pensive inputs, said a spokesperson for
Sperry New Holland, farm equipment
manufacturing division of Sperry Rand
Corp.

More and more agricultural lenders
are aware that it’s difficult to attract
business and industry to a community
that is sliding backward. By keeping
farmers and ranchers adequately and
prudently financed, banks are helping
maintain the entire community as an
attractive prospect for more nonfarm-
related business and industry, the
spokesperson said.

There’s no question that bankers
should keep themselves up-to-date on
what’s happening in the agricultural
machinery business, the spokesperson
continued. Much of the real growth of
agricultural productivity in the future
will be from farm machinery contribu-
tions. New seeds, fertilizers, her-
bicides and pesticides have increased
farm productivity in the past.
Machines to make the most of these

dents’ panel, chaired by Charles H.
Barrow, senior executive vice presi-
dent. There were five guest partici-
pants: Richard M. Bishop, president,
First Galesburg (111) National;, A
Dwight Button, chairman, Fourth Na-
tional, Wichita; John N. Royse, presi-
dent, Merchants National, Terre
Haute, Ind.; William Logan, presi-
dent, State Central Savings Bank,
Keokuk, la.; and Morton L. Monson
Jr., president, United Bank of Arizona,
Phoenix.

Guest Speakers included Allan F.
Munro, executive vice president,
Greenwich (Conn.) Research As-
sociates; and Bill T. Meyer, president,
Rohrer, Hibler & Replogle (consulting
psychologists). Mr. Monro presented
ideas about “Expanding Your
Corporate-Banking Relationships.”
Mr. Meyer described “What Really
Happens on Monday Morning.”

The day ended with a cruise along
the Chicago shoreline before a recep-
tion and banquet at the Chicago Yacht
Club. Two members of the Chicago
Bears football team — Johnny Musso
and Dennis Lick — gave an after-
dinner film presentation, “A Season in
the Sun.” =«

advances will provide profit oppor-
tunities for farmers in the future.

Among the various farm equipment
items on the market is a twin-rotor
combine that yields cleaner, less-
damaged grain and usually suffers less
loss than conventional combines, the
spokesperson said. Use of such equip-
ment will be an important considera-
tion as farmers expand their grain mar-
kets around the world.

An electronic metal detector is now
available on several models of forage
harvesters used by dairymen. The de-
vice detects nonferrous metal and
shuts down the cutterhead before the
metal reaches — and damages — it.
The device is said to pay for itself the
first time it prevents damage because
repairs to a damaged cutterhead can
often cost more than the detector, the
spokesperson said.

Twin-rotor combine utilizes spinning rotors to
thresh and separate grain. Manufacturer —
Sperry New Holland — claims twin-rotor process
results in less crop damage and loss.
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Tom Kellogg, Assistant Vice President, Correspondent
Banking Department.

As the newest member of Fourth's Correspondent Banking
team, Tom comes to us with over 9 years of first hand
experience in banking.

His job as Assistant Vice-President will be to put this
successful experience to work for you and your customers.

Should you need commercial loan services, financial
investment advice or specialized help tailored to your
specific needs, Tom knows who to contact and how to
get the job done.

Tom Kellogg, the man on the move for you. Call him.

Fourth National is The Bank for Entrepreneurs, even
banking entrepreneurs like you. Develop your operating
strategy, then use us for that specific information only an

expert can va'de' Tulsa, Oklahoma. Member F.D.I.C.
An expert like Tom. The Bank for Banking Entrepreneurs.
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Collateral Control
(Continued from page 44)

brand and condition of the cattle,
based on a specialized risk evaluation
system. Monitoring and control ser-
vices are maintained through the term
of the acceptance.”

Mr. Sweeney told of a forest prod-
ucts processor who started in business
in the late 1960s with the help ofa local
bank that financed the processor s mill
and log inventory.

“Collateral Control issued ware-
house receipts to the bank that enabled
it to provide a $35,000 credit line,” he
said. “Within 10 years, the operation
had grown to a multimillion-dollar
business maintaining its relationship
with the local bank.”

The total credit line has grown to $4
million and it’s still secured by
warehouse receipts, he said.

He also told of a farmer in a mid-
western community who started
building portable grain bins and live-
stock shelters. As his business grew,
his credit needs increased faster than
his net worth.

Accordingly, the bank required
Collateral Control’s inventory certifi-

SFC and

cation program as a condition of the
increased credit, he said.

“With the expanded credit line, the
company was able to increase sales
from a little over $2 million to $5.5
million in five years,” Mr. Sweeney
said.

Lawrence Systems’ secured dis-
tribution service permits a supplier to
send a full line of merchandise to a
customer with minimal risk, Mr.
Adams said.

He told of a small company selling
irrigation systems for agribusiness that
had insufficient funds to buy inven-
tories due to the seasonal buying needs
of farmers.

“Foreign and domestic suppliers
agreed to place substantial inventories
in a field warehouse set up by Law-
rence on the company’s premises,”
Mr. Adams said, “thus enabling* the
company to obtain inventory as
needed and pay suppliers when it
withdrew the inventory from the ‘Law-
rence warehouse.””

This service has helped the company
grow from $1.5 million in sales in 1973
to $17.5 million in 1977, Mr. Adams
said.

An alternate approach would be in-
ventory financing, he continued, in
which the manufacturer and Lawrence

Banks:

The perfect blend of services.

When your customer's needs demand
higher leverage than your bank allows, it
makes sense to call in SFC. We can fund
the difference between your bank's limit
and the amount your customer requires.
SFC assumes part of the risk — or all of
it if you choose not to participate. In fact,
we can offer your clients a complete range

of financial services.

SFC can finance current assets allowing your
customers a revolving line of credit.
We'll finance his accounts receivable charging

arrange for bank credit lines to be
available to distributors. The dis-
tributors can then receive a full line of
merchandise and the inventory is re-
moved from the manufacturer s bal-
ance sheet. = =

Chattanooga Banker's Thesis
Is Honored by Stonier GSB

A thesis written by a Mid-
Continent-area banker — Gerald L.
Gaffner — is one of 14 chosen to be
circulated in the permanent collec-
tions of three libraries. The 14 theses,
written by students at the Stonier
Graduate School of Banking, Rutgers
University, New Brunswick, N. J.,
were selected by the school’s library
committee.

Mr. Gaffner’s thesis subject is
“Duties, Responsibilities and Lia-
bilities of Directors of National
Banks.” He is vice president and
senior trust officer, American Na-
tional, Chattanooga, Tenn.

The libraries are located at the
ABA’s headquarters in Washington,
D. C., at Rutgers and at the Harvard
University Graduate School of Busi-
ness Administration, Cambridge,
Mass.

pany with assets of more than 700 million.

only for monies in use on a per diem basis.
Or we can factor his receivables, assuming the

SFC and Banks. Together we're the perfect
blend of services. To find out more, contact our
representatives in Charlotte or Dallas.

risks concerning credit, collections, and bad debts.
SFC is a subsidiary of American Credit
Corporation (NYSE), a diversified financial com-

Southeastern Financial Corporation

Charlotte: 201 South Tryon St., Charlotte, N.C. 28202 (704)372-7000
Dallas: 1111 Mockingbird Lane, Dallas, Texas 75247 (214)630-5101

Factoring — Accounts Receivable Financing - Equipment Financing — Inventory Financing - Leasing
A subsidiary of American Credit Corporation, Charlotte, N.C.

6q MID-CONTINENT BANKER for August, 1978

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



Consolidated Statement of Condition

ASSETS June 30,1978
Cash and Due from B anKsS ....cccviriiieiiieenenese e $ 883,034,677
Interest Bearing Deposits at BanKs....ccccocevvvevvecciicviinenns 601,152,398
Investment Securities:

U.S. Treasury SeCUTItI®S o $ 533,893,757

State and Municipal SecuUritieS. ..o 390,639,181

Other SECUTITIES it 20,408,949
Total Investment Securities $ 944~9411887
Trading Account Securities $ 279,844,361
Federal Funds Sold and Securities Purchased

under Agreement to Resell.iiiiiiie e 242,900,000
Loans, net of Unearned DiSCOUNt...ccccciiiiiiiniieniiie e 2,297,146,974
Less: Allowance for Possible Loan LOSSe€S....ccces coiiievieeens (24,681,929)

Direct Lease Financing.....ccccoeevevvvenivvennnn. 54,153,761
Bank Premises and EQUIPMeENt ...t i 90,823,275
Customers Acceptance Liability... 112,952,520
Other A S S B TS i e e e e 897168J 76
TO Al A S S TS oo $5,571,436,100
LIABILITIES
Demand DEepPOSItS .cooccievcirecee e $1,337,890,778
Savings Deposits and CertificatesS...oouuviirririieieeerrnriieereeennn 836,412,191
Other Time Deposits.....ccccccevcvvveennn. 979,786,545
902,955,411

Deposits in Foreign Offices......ccoooiiiiiiii e,
Total DEPOSITS..cuviiiiie e $4,057,044,925

Federal Funds Purchased and Other Short

Term BOITOWINGS . ...uuviiiiiiiie et 838,798,127
Acceptances Outstanding......ccccceeceeercer e 114,978,140
Accrued Interest, Taxes and Other EXpenses........cc.co...... 68,574,553
Other LiabilitieS. ..o 175,794,573

Total LiabilitieS .......ovveviiiiiiiiiieceeeee e $5,255,190,318

EQUITY CAPITAL
Capital Stock ($16 Par Value) Authorized and

Outstanding 3,137,815 shares......ccccccevieeiieeineeennenn, $ 50,205,040
SUTPJUS oo 124,160,260
Surplus Arising from Assumption of Convertible

Capital Notes by ParentCompany........ccccoccvevveenenenne 3 819,600
Undivided Profits..........ccccceeoneee. -na nfin an?
Equity W e,

Total Liabilities and Equity Capital........ccccccviiiiiinininnns $5,571,436,100

Karris Trust and Savings Bank

Wholly owned subsidiary of HARRIS BANKCORP, Inc.

MAIN BANKING PREMISES: 111 West Monroe Street, Chicago, Illinois 60690

BANKING FACILITIES: 311 West Monroe Street, Chicago, lllinois 60690
Board of Trade Building, Chicago, lllinois 60690

DIRECTORS

CHARLES M. BLISS

President and Chief Executive Officer
STANLEY G. HARRIS, JR.
Chairman of the Board
BENNETT ARCHAMBAULT
Chairman and President
Stewart-Warner Corporation
JOHN W. BAIRD

President

Baird & Warner, Inc.

JAMES W. BUTTON

Senior Executive Vice President-
Merchandising, and Director
Sears, Roebuck and Co.

O. C. DAVIS

Chairman of the Board
Peoples Gas Company
KENT W. DUNCAN
Executive Vice President
SAMUEL S. GREELEY
Chairman

Masonite Corporation
HUNTINGTON HARRIS
Trustee

Estate of Norman W. Harris
DONALD P. KELLY
President,

Chief Executive Officer
Esmark, Inc.

JOSEPH B. LANTERMAN
Chairman
AMSTED Industries Incorporated

CHARLES MARSHALL
President,

Chief Executive Officer

Illinois Bell Telephone Company
WILLIAM F. MURRAY

Retired Chairman of the Board
ARTHUR C. NIELSEN, JR.
Chairman of the Board

A. C. Nielsen Company
FRANK C. OSMENT
Executive Vice President

and Director
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Want Deregulation? Then, Be Willing
To Accept Less Protective Legislation

—Such as Branching Restrictions, Interest-Rate Controls

The views expressed in this article are
Mr. Isaac sown and do not necessarily rep-
resent the views ofthe other members o fthe
FDIC board.

HE BANKING INDUSTRY has

been scrutinized closely and often
criticized during the past few years.
Some view it as thriving on tradition
and being unwilling to make changes,
but, in my opinion, the industry has
been evolving constantly to meet the
demands of a rapidly changing eco-
nomic and social environment.

Let’s look at the record over the past
25 years. During this period, the
United States has experienced in-
creased (and increasingly mobile)
population; continued economic ex-
pansion, particularly in the service in-
dustries; major new technological de-
velopments; shortages of certain re-
sources, particularly energy produc-
ing, and dramatically changed social
attitudes. Banks found that if they are
to grow and to satisfy our nation’s fi-
nancial needs, both product and geo-
graphic markets had to be broadened
significantly. In turn, this required
bankers to become better business
people with more sophisticated
knowledge of basic management tech-
niques, including cost controls, asset
and liability management, marketing,
corporate finance and personnel man-
agement.

Let me give a few statistics to dem-
onstrate my point. From 1952 to 1977,
assets of commercial banks increased
from $205 billion to $1.3 trillion while
deposits grew from $188 billion to $1.1
trillion. More telling is the change in
the asset mix. In 1952, cash repre-
sented 22% of total assets; whereas, in
1977, it was down to 18%. Investments
in securities declined from 41% to
19.2%. Net loans, on the other hand,
increased sharply from 35% of total as-
sets to approximately 53%. Within the

62

By WILLIAM M. ISAAC
Director, FDIC
Washington, D. C.

loan portfolio, as a percentage of total
assets, commercial and industrial loans
increased by 50%; real estate loans
rose by 40%, and loans to individuals
climbed by 230%.

Banks in 1952 were essentially in the
business of making short-term com-
mercial loans and investing in U. S.
and municipal securities. Since then,
banks have added a substantial
number of diverse types of loans —
particularly in the retail or consumer
sector — and increasingly have pro-
vided industry not only with a large
proportion of its working capital, but
also with much of its long-term
financing needs.

Banks also have strived to provide
more convenient services by
lengthening banking hours, develop-
ing electronic funds transfer systems
and expanding their physical presence
in their communities. Banking offices
more than doubled during the period,

going from approximately 19,000 in.

1952 to more than 48,000 in 1977.
Many new services were developed
more extensively by banks, including
credit-card loans, CDs, data-pro-
cessing and cash-management serv-
ices, commercial and consumer leasing
and commercial and consumer finance
services. Larger banks expanded

Before joining the FDIC
last April, William M.
Isaac was v.p./sec./
general counsel, First
Kentucky Nat'l Corp.,
Louisville. His term is
for six years.

vigorously on an international scale,
and “liability management” became
the name of the game in the scramble
to fund the rapid growth in assets.
Jjow-cost sources of funds were cur-
tailed sharply as competition for funds
intensified, and businesses and then
consumers became more aware of the
value of their money. Finally, bankers
utilized new methods of conducting
business, such as bank holding com-
panies, to allow greater operational
flexibility. Holding companies now
hold approximately 70% ofthe nation’s
deposits and operate over 23,000
banking facilities.

While banking obviously has be-
come far more service oriented over
the past quarter century, it also has
encountered many new challenges and
risks. Growth in the financial-services
industry and a changed regulatory cli-
mate have spurred competition for
banks from many sources. Banks and
bank HCs obviously have become
much more competitive among them-
selves. Competition also has come
from nonbank financial institutions
such as S&Ls and credit unions. These
institutions enjoy certain privileges
that banks do not and now are engaging
in services and activities that once
were the province ofbanks. As aresult,
long-established competitive barriers
have been eroded.

Most recently, U. S. banks have en-
countered competition from foreign
sources. Foreign banks have increased
their presence in the U. S. and now
control over $25 billion in domestic
deposits. These institutions enjoy a
competitive advantage over U. S.
banks in that they are able to avoid,
depending on the structure of their
operations, reserve requirements,
deposit-insurance premiums and re-
strictions on interstate banking.

Moreover, there’s an additional $67
billion outstanding in commercial
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Brandi 936 can sort, count, totalize
and deliver up to 600 coins per minute

Operator-set automatic bag stops assure
greater speed, accuracy, and efficiency.

Money istime... wasted time, especially when
it comes to coin sorting and counting. Now
Brandt brings you new time-saving accuracy
and reliability with Automatic Bag Stops.

The operator can set the exact amount of coins
to be delivered to each bag and go about other
duties. When the Brandt 936 sorter/counter
reaches the pre-set quantity, it stops automati-
cally for quick bag replacement.

For quick money monitoring, the Brandt 936’s
memory retains an accumulative total. And the
electronic readout gives your teller batch and
accumulative totals.

Ease of operation is just one PLUS with the 936.
Another is flexibility. Choose an optional
printer to record totals and further free up your
teller talent for other tasks.

Brandt has designed the 936 to be as attractive
as it is functional. Distinctively styled and
finished in a soft Desert Tan color, it will
enhance any area in your bank.

Make coin sorting and counting more produc-
tive, less costly, than ever before. Don’t let your
tellers stand holding the bag!

Call your nearby Brandt Representative for full
details on the Brandt Model 936 Sorter/Counter.
He’s in the Yellow Pages under “Coin and Bill
Counting/Wrapping Machines”.
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You are guaranteed extra traffic when you
use this unique portrait promotion.

You give a free 8x10 color portrait to each
customer and prospective customer. Our low
cost promotional package includes materials
such as ad slicks, statement stuffers and radio
spot copy. These items are designed to attract
families into your bank not once, but twice. And
our Gold Crown Portraits are sure to please
your customers.

FOX
PROMOTIONAL
SERVICES

Frame not included.

8 x 10 cFkn\uy”Portiait?

Fox Promotional Services assures that
your customers receive a professional, high
quality product. Our 74 years of portrait and
photofinishing experience are behind every
proof and portrait.

We would like to tell you more about our
successful promotional programs. Drop us a
line at 1734 Broadway, San Antonio, Texas,
78215 or call us at 512-226-1351.

MARKETING

GOLD CROWN PORTRAITS

1734 Broadway
San Antonio, Texas 78215

512/226-1351
Division of Fox-Stanley Photo Products, Inc.
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paper — deposit-like funds that are
obtained directly by various corpora-
tions. Of this amount, approximately
$57 billion is issued by nonbank finan-
cial firms. In addition, there are large
retail trade, insurance and investment
banking firms that offer credit cards,
loans and cash-management and other
services in direct competition with
commercial banks.

International banking now repre-
sents a material part of the operations
of many large banks and is filtering
down to smaller institutions, some of
which may not have the expertise to
evaluate fully the various risks in-
volved. Asset growth has outstripped
core-deposit growth, necessitating an
increased reliance on less stable, bor-
rowed funds. In addition, some banks
have committed vast amounts of funds
to newly developed types of lending
arrangements, such as REIT loans,
before fully understanding and as-
sessing the risks.

Banks are finding themselves much
more sensitive to changes in the eco-
nomic environment as they further
leverage their operations. The recent
pattern of recession, inflation and
“stagflation” accompanied by wide
fluctuations in interest and exchange
rates have mandated that banks con-
stantly review their asset and liability
mix, liquidity and credit standards and
controls. The industry’s 64% loan-to-
deposit ratio in 1977 compared to 38%
in 1952 almost by definition involves
greater risks for the banking system.

Looking Ahead. Despite the rapid
pace ofchange in banking over the past
quarter century, and all of its accom-
panying turmoil, there remains a full
agenda of issues for bankers and their
regulators to tackle in the years ahead.
Let’s look at a few of them.

Deregulation. One ofthe mostcom-
plex and difficult subjects to deal with
is deregulation of the banking indus-
try. There’s no question in my mind
that the banking industry is over-
regulated and that this situation is not
in the best interests of either banks or
their customers. To the extent that we
regulators are responsible for and have
control over the regulations, we should
act promptly to simplify or eliminate
them. At the FDIC, we recently es-
tablished a task force for that purpose.

Probably the best example of a
banking regulation that cries out for
simplification is Regulation Z, or
Truth-in-Lending. Before you ap-
plaud, let me hasten to state that | have
absolutely no quarrel with the objec-
tive behind Regulation Z — debtors
are entitled to full and simple disclo-
sure of the basic terms of their credit

transactions, and before Truth-in-
Lending they were too often not re-
ceiving it. But it ought not to require
volumes full ofregulations, rulings and
interpretations of rulings to achieve
that laudable objective. Creditors
oughtto be able to comply with the law
without having to resort to batteries of
lawyers. In my opinion, it’'simperative
that Congress and the Federal Reserve
Board act promptly to simplify
Truth-in-Lending. In that process, |
believe that serious consideration
ought to be given either to exempting
entirely small banks or at least impos-
ing less onerous requirements on
them.

Deregulation of banking, to me, in-
volves far more than merely simpli-
fying or even eliminating a few regu-
lations many people might consider
bothersome. Overaperiod oftime, we
also must consider eliminating some
laws that restrain competition among
banks and between banks and other
financial intermediaries.

Interest-rate controls no longer can
be justified. They clearly produce dis-
intermediation, leading to a stop-
and-go flow of funds to housing. Cor-
porate and upper-income borrowers
are benefited at the expense of small

savers who have neither the resources
nor the sophistication to obtain a
higher rate of return on their money.
Variable-rate mortgages, tax subsidies
and other incentives should be putinto
place as alternatives to rate controls to
ensure that funds will be available for
housing.

Prompt and serious consideration
also should be given to phasing out
restrictive branching laws. The first
step might be to allow branching
within a certain radius or perhaps
within SMSAs without regard to state
boundaries. Having just moved to
Washington, | find it difficult to accept
the fact that | must now bank with two
different organizations, one in the dis-
trict, where | work, and one a few
miles away in Virginia, where | live.
The same situation exists in many
other cities and towns throughout the
country. Bank customers are the most
obvious losers under this arrange-
ment. Butas competitive pressures in-
crease from larger holding companies
and from foreign banks, S&Ls, credit
unions, investment banking firms,
large retailers, insurance companies
and the like, it’s becoming more and
more clear that the banking industry
itself is suffering from these restric-

Getto know

ourpeople

Woolsey & Company offers you over a
century of combined municipal investment banking
experience, plus the opportunity to increase your
lending capacity to small business through our full
government guaranteed loan services.

If you have any questions about investment
and municipal finance or government loans, get to
know the people who know. Get to know the people

at Woolsey & Company.

u/oolsey

INCORPORATED
INVESTMENT BANKERS

1401 First National Center East, Oklahoma City 405/239-7123
1503 Philtower, Tulsa 918/584-5213
Associate Member, Oklahoma Bankers Association
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tions.

If these restrictions are phased out,
we regulators must take great care to
ensure that the smaller, independent
banks continue in business and remain
viable. One ofthe great virtues of our
nation’sbanking system, in my view, is
the fact that we have thousands of
small, independent banks. We must
enforce existing antitrust laws
vigorously to control anti-competitive
mergers and predatory practices. In-
deed, it may even be desirable to adopt
more stringent laws in this area, al-
though 1| totally disagree with propos-
als to create arbitrary limitations on the
percentage ofa state’s deposits held by
a single banking organization.

I believe strongly in the free-
enterprise system. For it to work, we
must have fully competitive markets.
If banks continue to .operate as
utilities, in a protected environment,
they should expect increased govern-
ment interference in their business.
Deregulation, in the true sense of the
word, will never come about until
banks shed some of the protective
legislation adopted nearly half a cen-
tury ago in reaction to the Great De-
pression. It’s doubtful that much ofthis
legislation was justified at the time it

was adopted; in any event, it probably
has outlived its usefulness.

Social Responsibility. Banking al-
ways has been closely associated with
the public interest. In the past, the
public has tended to focus on issues
regarding the safety and soundness of
the banking industry and on its com-
petitive structure. In recent years,
Congress has identified a new agenda
of social problems and has turned to
the financial sector for at least some of
the solutions.

W e see this current ofsocial respon-
sibility running all through banking
legislation ofthe past several years. It’s
evident in many areas — in anti-
redlining laws, in truth-in-lending
regulations, in credit-evaluation
standards and in privacy protections.
At its best, this is a desirable trend. It
encourages bankers to take a greater
interest in the human side of their
services and to help upgrade the qual-
ity of living for everyone in their com-
munities. It also can be profitable.
Banks stand to gain more business as
the financial health of their com-
munities improves. We must recog-
nize, however, thatthere’s alsoa more
ominous side to this trend. Atits worst,
it can degenerate into a hostility to-

A SYSTEM FOR A BANK
TO REDUCE
LENDING LOSSES

The Lawrence System has been helping banks cut down on loan
losses since 1913. It’'s a simple system: collateral management by
Lawrence minimizes lending risks, and if a borrower does default,
Lawrence is responsible for the collateral. It’'s a system set up to in-

crease business, and profits.

Forinformation write or phone Lawrence, the oldest and largest
system ofits kind in the world. Lawrence Systems, Inc.,37 Drumm
Street, San Francisco, Ca.,94111. 415-981-5575 or 800-227-4644.

THE LAWRENCE SYSTEM

A COLLATERAL MANAGEMENT SUBSIDIARY OF INA
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ward business that can gravely injure
prospects for social and economic gains
for everyone in our society.

| believe bankers can see to it that
the positive aspects ofsocial action are
the ones that dominate. In the conduct
oftheir business, they must do more to
create a spirit of cooperation. They
must be more sensitive to the needs of
all sectors of their communities. They
must communicate more effectively
with the public and demonstrate that
they are conducting their affairs with
the bestinterests oftheir communities
in mind.

The Community Reinvestment Act
isagood example ofthe modern kind of
social-action legislation. Congress
found that many low-income areas did
not have an adequate reservoir of
credit to finance local development.
Congress also found that many banks
and thrifts were making a large
number of out-of-area loans, the over-
all effect of which was to draw money
out of the communities where the
funds had been deposited. The Com-
munity Reinvestment Act is designed
to help reverse these patterns.

The role of government under the
act is comparatively minor; it em-
phasizes private initiatives by financial
institutions. The act calls on these in-
termediaries to invest in their com-
munities wherever possible, consist-
ent with safety and soundness factors,
and to make a special effort to meet
needs of low-income customers. The
regulators are to determine how well
each institution is complying with this
goal and to take this record into ac-
count when the institution applies for
permission to branch, merge or ex-
pand in various other ways. But there
are no draconian penalties imposed,
and no private right ofaction has been
created. We expect that, with encour-
agement and leadership from the reg-
ulators, bankers will carry out the
spirit of the act. It’s important to rec-
ognize, however, that the act is only
one possible way — and a compara-
tively gentle way — ofencouraging fi-
nancial institutions to serve this par-
ticular public need. If this plans does
not work, Congress could well turn to
stronger measures.

In my opinion, one of the nation’s
most pressing needs is to bring about
full participation in our economic sys-
tem by those whose participation pres-
ently is limited. Bankers, if they use
their resources and ingenuity, can be
part of the solution.

Bank regulators must help by pro-
viding leadership, guidance and,
where possible and appropriate, in-
centives. We must work to understand
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“Being a First correspondent bank
helped us succeed in landing
Important new business
like Floyd Fairleigh’s feed yard.”

VA
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The Security State Bank
Scott City, Kansas is a true
fuccess story. A correspondent
bank relationship has helped it
grow and maintain important
hew accounts.

It began in 1967 when
Duane Ramsey of Security State
solicited the agri-business of
Mr. Floyd Fairleigh of Scott City.
To handle his sizeable credit
needs, Security State sought
the participation of the First
.National Bank of Kansas City.

FirstNational responded

y offering a major line of credit

nd the agri-business expertise

of people like Gene Foncannon.

Correspondent help like
this has played a part in the
growth of Security State Bank.

"And as Floyd Fairleigh’s small
feed yard operation has grown to
six agri-business corporations,
Security State has grown with
many new accounts.

If your bank needs a
productive correspondent
relationship to solicit and obtain
new business, extend credit, add i
expertise and a depth of
personnel in your area of
interest, call the professional
staff of the First National Bank

~Correspondent Department.
mip-- %Ne take pride in the success !
~Security State Bank.

Our correspondent banking
tradition has been built on help
like this.

Why not put our strong
tradition of excellence to work
for your success. ,,

Foncannpn, First NationahBankof Kansas City

> . Dtfane Ramsey, Security State Bank:6f Scott City s

Ibur success is our tradition.
First

N ation al
| 1n o f KANSAS CITY.

LAdi UV mssom

An Affiliate of First National
Charter Corporation Member FDIC
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better the financial needs ofour society
and to cooperate with banks, commu-
nity leaders, public-interest groups
and others to ensure that our economic
system is open to everyone. Although
one ofour primary responsibilities is to
insure the safety and soundness of the
banking system, we also have an obli-
gation to make sure that bankers know
what we expect ofthem with respect to
social legislation. Open and effective
lines of communication have to be es-
tablished and maintained. We have
conducted seminars for bankers on a
sporadic basis for various compliance
matters. In the consumer and civil-
rights areas, where laws and regu-
lations have proliferated, these types
of programs can be particularly help-
ful. 1 will be encouraging more exten-
sive FDIC participation and certainly
will be receptive to bankers’ sugges-
tions as to how this can be best accom-
plished.

Regulatory, Enforcement Policies

A. Insider Dealings. One ofthe hot-
test banking issues involves insider
transactions by bankers. There’s no
question that there have been some
serious abuses in recent years by insid-
ers ofsome banks. Since 1960, we have
had 106 bank failures in the U. S. In
approximately 57% of the cases, abu-
sive insider transactions played a major
part in the failure, and, in another
25%, the major factor was fraud or em -
bezzlement. These failures have cost
the FD IC wellin excess of$100 million
and should not be taken lightly.

Yet we should keep them in proper
perspective and not react with overly
burdensome or punitive legislation or
regulations. There are over 14,000
commercial banks in the U. S., and
less than 100 have failed in the past 18
years because of dishonesty. I'm not
sure we could have prevented the
majority of those failures had we pos-
sessed every enforcement tool known
to man.

Until recently, bank regulatory
agencies were reluctant to use en-
forcement powers at their disposal.
During the five-year period from 1971
through 1975, for example, the FDIC
issued only 53 cease-and-desist orders.
There has since been a dramatic
change in attitude. In 1976, we issued
41 orders, and in 1977 we issued 45.
When we uncover insider abuse, we
bring it to the attention of the bank’s
full board and work with the board to
remedy the situation. If that fails to
produce quick results, formal en-
forcement proceedings are promptly
commenced. Moreover, we have
adopted an insider regulation that re-
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quires bank boards to review and
specifically approve loans to directors
and to keep a record ofany dissenting
votes. We have taken this approach
because it helps keep down the cost of
oversight, and it requires directors to
take full responsibility for these trans-
actions.

I know that nearly all banks fully
support a vigorous enforcement effort
by bank regulatory agencies. Abuses
are not widespread, but — to the ex-
tent that they exist — they create seri-
ous problems for every bank in terms
ofloss ofconfidence and esteem, not to
mention problems that stem from the
resultant legislative and regulatory
reaction. We atthe FDIC intend to do
our part to make this an issue of the
past.

B. Capital Adequacy. Another mat-
ter of serious concern to us at the
FDIC is the continuing decline of

"Deregulation of banking,
to me, involves far more than
merely simplifying or even
eliminating a few regulations
many people might consider
bothersome.”

equity capital in commercial banks, a
trend that has continued almost un-
abated since the early 1800s. As men-
tioned earlier, banking has grown con-
siderably more complex and has as-
sumed substantially greater risks dur-
ing the past quarter century. At the
same time, equity capital ratios have
decreased, falling from 7% of total as-
sets in 1952 to 5% in 1977. The decline
has been particularly pronounced in
the larger banks. The FDIC is con-
cerned about this trend, and we have
established a high-level task force to
study, among other issues, the com-
mon practice of utilizing subordinated
debt in place of equity capital.

C. Credit-Life-Insurance Pre-
miums. A third regulatory issue | want
to touch on is the practice followed in
some banks ofallowing officers person-
ally to collect credit-life-insurance
commissions. As you know, some feel
that the profits earned from the sale of
insurance should inure to the benefit of
the bank; indeed, the Comptroller of
the Currency has adopted a regulation
requiring that national banks receive
these profits. Once again, this issue is
under active consideration by a task
force at the FDIC. | hope that the
study group will complete its work in
the near future and present its recom-
mendations to the board before the
end of the summer. If the board de-

cides to act in this area, | am sure that
we will allow plenty of opportunity for
public comment and will appreciate
any thoughts that bankers might have.

Consolidation of Banking Agencies.
The subject of consolidation of federal
banking agencies once again is before
Congress, and the proposal probably
has a better chance of being enacted
than at any previous time.

My position on this issue is one |
have held for several years. | oppose a
complete consolidation of the agen-
cies, but | favor an alternative reor-
ganization proposal, one that will
streamline our present system while
preserving the dual-banking system of
which I am a strong proponent. Essen-
tially, I believe that the formulation
and implementation of monetary pol-
icy should be separated from bank
supervision. In other words, the Fed-
eral Reserve Board should be removed
from bank supervision and regulation,
and that authority should be given to
the FDIC for all state banks. | don’t
believe the Fed needs to be involved
in bank regulation in order to carry out
its monetary policy functions; indeed,
it seems to me that bank and bank HC
regulation amount to little more than a
distraction that the Fed could do with-
out.

Probably, the most serious inadequ-
acy in the present regulatory
framework at the federal level is the
separation of bank HC supervision
from bank supervision. Several recent
bank failures have been caused in large
part by massive unsafe and unsound
practices that occurred in the bank’s
parent HC or its nonbanking sub-
sidiaries. It seems to me that this
problem should be remedied by giving
the bank regulator that supervises the
lead bank in a holding-company sys-
tem the primary supervisory responsi-
bility for the entire system. = =

Record Six Months Reported
By Master Charge in Midwest

ST. LOUIS — Dollar volume of
M aster Charge card-holder transac-
tions in the Midwest trade area in-
creased 16% during the first six months
of this year over the same period in
1977.

M aster Charge card holders gener-
ated a record $465.9 million in retail
purchases and bank cash advances
during the six months, according to
Credit Systems, Inc. (CSI). The latter
is the operating center for Master
Charge in Missouri, Kansas, lowa,
southern Illinois and western Ken-
tucky.

June was the peak month during the
first half, with $97 million in volume.
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PRICES. (Slightly thicker and heavier ~ —— LBS. MINI-LINCOLN PENNIES S
coin). APPROX. 1100TO THE POUND. ACTUAL SIZES I LBS. MINI-INDIAN HEAD PENNIES
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Bankers Update Worldwide Collection Rules
In Effort to Speed Global Bill Collecting

A TWO-YEAR effort by domestic

and foreign bankers to improve
international collection procedures is
expected to make it easier for Ameri-
can firms to get their money, perhaps
as early as next year.

An updating ofworldwide collection
rules has been ratified by members of
the National Council of Committees on
International Banking (NCCIB), acon-
sortium of American banks and foreign
banks with U. S. branches. The rules
currently being followed were adopted
in 1968 by the International Chamber
of Commerce, a Paris-based organiza-
tion with membership including about
50 non-Communist nations. An
additional 73 nations subscribe to the
rules even though they are not mem-
bers of the chamber.

Although the rules don’t carry the
force of law or supersede the laws of
individual countries, they are backed
up by the “force of practice” in much
the same way standards developed by
rulemaking bodies of the accounting
profession are in this country.

Three Chicago bankers are mem-
bers of the NCCIB, which has been
pressing for rule updating. They are
John E. E. Biella, vice president, Con-
tinental

Illinois National; V. John
Chalupa, second vice president,
American National; and William O.
Schinagl, assistant vice president,

Harris Trust. Mr. Biellais also arepre-
sentative on the chamber’s commis-
sion on banking technique and prac-
tices.

Mr. Biella said that it was decided
that, if the rules were to be revised,
they should be updated to the point
where they conformed with current
banking practices.

The updating idea received support
because ofthe increased fluctuation in
exchange rates of the dollar, German
mark and other key currencies, he
said. Because ofchanging rates, an ex-
porter or buyer could find that the
value of his transaction had changed
considerably by the time he received
his money, Mr. Biella said.

Most of the recommendations for
change made by U. S. banks are in-
cluded in the updated version of the
rules, he added.
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International Bankers Meet

More than 100 international bank
operations people attended a four-
day problem-solving session spon-
sored by the Mid-America Council
on International Banking (MACIB)
recently.

The group utilized more than 40
case studies covering various areas of
international operations, including
commercial letters of credit, fraud
detection, paying and receiving,
management and supervision, col-
lections and foreign exchange.

MACIB membership includes
domestic banks and foreign banks
with domestic offices in 15 states in
the Mid-Continent area. It was
formed in 1971.

One of the rules would set a 90-day
time limit before abank returns unpaid
collections to the buyer s bank, unless
otherwise instructed.

Mr. Chalupa said that although
many invoices include a payment-due
clause, they often are ignored and kept
in a bank’s file on instructions of the
customer. The customer may want to
do business with the buyer again and
doesn’t want to run the risk of offend-
ing him.

“But our auditors are after us to

clean up our files,” said Mr. Chalupa.

Other changes establish the respon-
sibility for handling documents ofeach
bank or agency in the collection chain,
the role of intermediary banks, a for-
mat for disposal of exceedingly old
collections and the clarification of
“subject to” and “provisional reserve”
clauses that may hinder final payment.

“A buyer in a country such as Swit-
zerland, for example, may send us a
check*drawn on a Swiss bank contain-
ing a phrase that payment is subject to
the ‘usual reserve provision,”’” Mr.
Chalupa said. “That means it’s subject
to the check writer having the money
in his account at a certain time. When
we send it back for payment, it
bounces 10 days later. That doesn’t
happen often, but it does happen.”

The updated rules contain a specific
date when such provisional
take effect.

Mr. Biella said that from 3% to 4% of
the foreign collections undertaken by
Continental Bank meet with some
delay or require extra handling.

“The real problem is with items that
are disputed because of vagueness in
the collection rules,” he said. “It’'s a
very small percentage of the total, but
the high cost of time and money in-
volved wipes out any profit you might
make from the collection.” = =

clauses

LDC Loan Loss Record Improves

C OMMERCIAL banking’s loss re-

cord on international loans, in-
cluding loans to the so-called less-
developed nations (LDCs), is better

than its domestic lending record, as
borrowing countries encounter fewer
problems in paying off debt and as
banks tighten their controls on risk, a
Chicago international banker said re-
cently.

“While there have been a few na-
tions encountering liquidity problems,
borrowing countries with debt prob-
lems have for the most part by now
become current in their obligations,
said Leo C. deGrijs, senior vice presi-
dent and head of the international
banking department at Continental Il-

linois National.

“For most LD Cs, the initial process
ofadjustment to the shocks 0f1973 and
1975 has been undertaken and largely
completed,” Mr. deGrijs said. De-
veloping nations are not an undiffer-
entiated mass, but rather individual
nations with their own strengths and
weaknesses which must be treated in-
dividually. Some are at the higher end
of the scale of per capita income and
may be termed ‘semi-industrialized.’
Other nations are poor, yet have
‘modernizing sectors’ which can have
the capacity to utilize private bank
credit.”

The concern of those who question

(Continued on page 74)
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Bank Starting International Department
Expects to Make Profit First Year

a T I 7E EXPECT to turn a profit
within a year with our new
international department,” said An-
drew N. Baur, executive vice presi-
dent, St. Louis County Bank, Clayton,
Mo., when the bank opened the de-
partment in April.

And chances are good that Mr.
Baur’s prediction will be fulfilled,
given the potential for international
banking services in the St. Louis area
as ticked off by Mr. Baur and James
Yang, vice president and manager of
the international department.

The bank’s trade area is somewhat
unique in that it is the home of several
large industries that deal extensively
with suppliers and customers in other
countries, Mr. Baur said. These indus-
tries include shoes, apparel, elec-
tronics, chemicals, hardware, food
products, etc.

Today’s economic situation favors
both exporting and importing, he
added. The declining productivity of
U. S.labor and the rising GNP rate are
forcing American manufacturers to
import foreign supplies to keep their
products competitive with foreign
merchandise flooding the U. S. mar-
ket.

In addition, the dollar’s decline
around the world has sparked U. S.
firms to export more goods, which
means more opportunities for U. S.
banks to provide international services
to their customers, he said.

The potential for a successful inter-
national department for St. Louis
County Bank exists for two primary
reasons, Mr. Baur said. First, the area
is relatively free of incursions from
foreign banks and from banks on either
coast seeking international customers.
This is due, in large part, to St. Louis’
close proximity to Chicago and the
focus on international trade there.

Another factor is the fragmentation
caused by the unit banking statutes in
Missouri, Mr. Baur added. Only three
other banks in St. Louis have interna-
tional departments and those depart-
ments are located in the downtown
area, which is relatively far from the
offices of manufacturers dealing
abroad. “Our bank, located in a St.
Louis suburb, iscloser to the manufac-
turing sector.”
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By JIM FABIAN
Associate Editor

Mr. Baur explained that $260-
million-deposit St. Louis County Bank
is in a good position to offer interna-
tional services because it is large
enough to have a good-sized legal
lending limit and it has an experienced
international banker in Mr. Yang, a
veteran of 25 years in international
banking, most of it with Philadelphia
National.

Shortly after opening the bank’s in-
ternational department, Mr. Yang had
established correspondent ties with 60
overseas banks. He expects the
number of such ties to increase to 500
in the future, thus enabling his bank to
offer its customers expeditious interna-
tional banking services to almost any
city in the world.

Most of the bank’s current and po-
tential international customers deal
with firms in Asia at present, including
Taiwan, Hong Kong, Korea, Japan,
India, Pakistan and Malaysia. How-
ever, business is picking up with
clients that deal with firms in Europe,
Latin America and Africa.

At present, the department deals
primarily in letters of credit, foreign
exchange and importcollections, but is

Principals in the establishment of St. Louis
County Bank's new international department
are (from 1.) Andrew N. Baur, e.v.p.; Merle M.
Sanguinet, ch. & pres.; and James Yang, v.p. in
charge of dept. Bank is located in Clayton, Mo.,
county seat of St. Louis County.

expanding into export collections, re-
mittances, Exim/FCIA loans, etc., Mr.
Yang said.

He estimated that the St. Louis area
imports about $700 million worth of
goods annually. He said the dollar
amount of St. Louis-generated letters
of credit is considerably larger than
that generated by firms in Kansas City,
despite the latter’s designation as a free
trade zone.

Mr. Yang’s sales pitch to potential
customers is made on a one-to-one
basis. He uses the opportunities his

contacts provide to “demystify” the in-
tricacies of international financing. He
said there are any number of pos-
sibilities for snags to develop when
dealing across the oceans. Once a
U. S. firm’s management understands
international financing, it’s usually
eager to expand its sales abroad, using
the bank’s international department to
smooth the way.

Mr. Yang described the predica-
ment of a local firm that manufactures
emergency lights for vehicles. The
firm received an order from Portugal
and was at a loss as to how to go about
arranging for payment. Mr. Yang saw
to it that proper documentation was
arranged and that the bank in Portugal
made prompt payment for its cus-
tomer.

“We take pains to make sure that
every detail is handled correctly,” Mr.
Yang said. He added that, due to the
rapid expansion of international busi-
ness, many banks — both here and
abroad — are short ofexperienced per-
sonnel. There are many ways an inter-
national transaction can get stalled in
its journey through a bank’s interna-
tional department, he said. Inexperi-
enced personnel often make errors,
any one of which can hang up con-
summation of a transaction. It takes an
experienced person to discover what
went wrong in any given situation.

In addition, he said, international
department personnel must be on the
lookout for dishonest traders who
might try to put one over on an unsus-
pecting customer by sending forged
documentation papers when a ship-
ment has not been sent. Since letters of
credit deal with documents, not re-
ceipt of merchandise, it’'s important
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Chase World Information Corporation
announces.

The CHASE WORLD GUIDE FOR EXPORTERS. The answers that
every export & credit executive needs are clear... complete...
CURRENT... reliable in this single compact and convenient
source. A loose leaf 200 page survey with supplementary bulletins
throughout the year, puts at your fingertips essential information
on import and exchange regulations of 180 countries and
collection profile of over 100 importing countries. In addition, you
get a study on Methods of Export Financing and information on
how the Export-Import Bank of the U.S. helps finance exports.

MCB

O Please enroll me as a subscriber to the CHASE WORLD GUIDE FOR

EXPORTERS at $150 annually (including all supplementary bulletins), and
bill me at the address below.

Name Title

Organization

Address

Signature

A5% cash discount is permitted when remittance accompanies order.
Make check payable to: Chase World Information Corporation

1 World Trade Center — Suite 4627

New York, N.Y. 10048
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that a bank’s international department
be absolutely sure that all documenta-
tion is above board.

Mr. Baur said one reason St. Louis
County Bank established its interna-
tional department was to keep its cus-
tomers from taking their business to
other banks that offer international

services.
Another reason was the profit poten-
tial international services offer. Inter-
national departmentincome is derived
from interest and discounts, letter-of-
credit fees, bankers acceptance fees
and other commissions.
Still another reason

St. Louis

Bankers Help Economy by Encouraging

L OUISIANA ranks fourth in

foreign investment among the
states in the U. S. Much of the credit
for this status goes to Louisiana bank-
ers for the effort they have been mak-
ing to encourage investment by foreign
firms, according to Jack Sanders, vice
president, American Bank, Baton
Rouge.

More than $3.5 billion has been in-
vested in Louisiana by 114 foreign
firms from 23 countries, he said. Ap-
proximately 10% of all industrial in-
vestment in the state originated with
foreign firms.

Major foreign investors in Louisiana

are headquartered in Belgium,
France, lItaly, Switzerland, Holland,
Germany, Canada, Japan, Luxem-
bourg, Mexico, Sweden and the

United Kingdom.

“While the facts of foreign invest-
ment are still difficult for many to ac-
ceptas real and possible,” Mr. Sanders
said, “our shrinking world makes in-
vestment in Louisiana by foreign firms
a realistic alternative to domestic in-
vestment. The banking industry is
awakening to the tremendous invest-
ment potential available for its mar-
kets.”

Mr. Sanders has been a member of
various teams that have traveled
abroad to sell the merits ofinvestment
in Louisiana.

“Our trip to southern Europe this
year was an effort to create more jobs
and greater opportunity in Louisiana,
he said. The tour was part ofa five-year
foreign investment program de-
veloped by the Louisiana Department
of Commerce and Industry. The pro-
gram was developed because the state
doesn’t maintain an office abroad to
serve as a liaison between Louisiana
and foreign investors.

Mr. Sanders pointed out that the
Louisiana investment mission makes
calls only on an invitation basis. All
itineraries are arranged by American
Embassy economic offices in the coun-
tries involved.
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This year’s mission culminated in an
investment by an Austrian steel mill,
which expects to construct a $100-
million plant that will employ between
350 and 400 workers when it opens in
1980. The steel mill is considered to be
a real “plum” by Mr. Sanders, since
Austria offers few investment pros-
pects because ownership of many
major industries is in the hands of
banks, which, in turn, are owned by
the government. There is a reluctance
on the part of the government to see
funds invested in foreign countries.

A Swiss-owned herbicide plant has
been operating in Louisiana since
1969, Mr. Sanders said. The plantem-
ploys 650 people and has been ex-
panded several times.

He added that Italy seems to be in-
terested in investments in Louisiana.
That country could eventually be the
most productive investor in the state,
Mr. Sanders said.

When mission teams talk with
foreign investors, they stress the ad-

LDC Loan Loss

the financial health of commercial
banks because of the volume of LDC
loans on their books is not supported
by the facts, Mr. deGrijs added, espe-
cially since in the past few years most
major commercial banks have im-
plemented international loan portfolio
management systems to carefully con-
trol risk.

“The fact that banks approach inter-
national lending with such prudence
gives additional reasons for confidence
that the probability of major losses of
principalis small,” Mr. deGrijs said. “I
think 1 can go further and say that,
should it become necessary to delay
payment or reschedule debts, that un-
happy situation will occur only in the
case of a very small number of coun-
tries.”

Despite predictions that foreign

MID-

County Bank has an international de-
partment is the fact that it’'s always
good to have a new bank service to
offer customers. “Our international
department’s services are valuable
tools for bringing new business of all
kinds to the bank,” Mr. Baur said. = =

Foreign Investment

vantages the state has to offer, includ-
ing three major year-round ports that
give access to world and U. S. mar-
kets. Team members also emphasize
the availability of air and highway
transportation networks and cite the
dramatic economic expansion taking
place throughout the American sun
belt.

“Many industrialists with capital to
invest are looking for joint ventures
with firms that have production and
distribution knowledge,” Mr. Sanders
said. “One of the roles the bank can
play in encouraging foreign invest-
ment is to bring the expertise of local
industries to the attention of foreign
investors and assist in bringing the
joint venture to fruition.”

Bankers realize that every effort to
enhance the economic environment
will return in the form ofbank growth,
he said. Each foreign investment made
in the state has aripple effect that per-
meates the entire state and, eventu-
ally, the entire nation. = =

(Continued from page 70)

lending by U. S. commercial banks
might be “crowded out” by increasing
demand from domestic clients, Mr.
deGrijs said that “continuing accom-
modation of a growing international
clientele is a high priority just as is
continued service to domestic custom -
ers.”

But official institutional support of
the credit needs of foreign nations,
such as that provided by the Export-
Import Bank, also is required, he
added. “Banks have in the past played
a key role and are ready to continue to
do so in the future,” Mr. deGrijs said.
“What is required is strong and coor-
dinated action by all concerned: the
LDCs, the U. S. government, interna-
tional financial institutions and the in-
ternational financial markets.” = «
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Heimann, Butz, Perkins Set to Speak
At AMBI Convention September 12-15

John G. Heimann heads the list
of speakers scheduled to appear at the
1978 annual meeting ofthe Association
for Modern Banking in [Illinois
(AMBI), which will be held September
12-15 at the Continental Plaza Hotel,
Chicago.

Also appearing on the program will
be former Secretary of Agriculture
Earl Butz, ABA President-Elect John
H. Perkins, Louis Rukeyser and can-
didates for the offices of Illinois trea-
surer and comptroller. Mr. Perkins is
president, Continental Illinois Na-
tional, Chicago, and Mr. Rukeyser is
host ofthe PBS TV series “Wall Street
Week.”

The convention will open at noon on
Wednesday, September 13, with a
luncheon at which Mr. Perkins will
speak. The first business meeting will

COM PTROLLER ofthe Currency

begin at 1:30 p.m., presided over by
AMBI President Loren M. Smith,
chairman, United Bank of Illinois,
Rockford. A Loop bank annual recep-
tion will top off the afternoon’s activi-
ties.

Tuesday’s agenda will include a
keynote address by Frank J. Bussone,
vice president and chief staff officer,
Dirksen Congressional Leadership
Center; a look at the economy by Mr.
Rukeyser; a look at the agricultural
scene by Mr. Butz; and a talk by Herb
Wegner, president, Credit Union Na-
tional Association.

Mr. Heimann will be
speaker.

The afternoon session will include
concurrent option sessions on retail
banking profits, trust department
cooperation, EFT update and agricul-
tural finance.

luncheon

SINCE 1836

fir/t
notional
bank &tru/t
company

TWO LOCATIONS TO SERVE YOU!
Third and Belle Streets
(Complete Banking Service)
Sixth and Belle Streets
(Drive-In, Walk-Up Only)

ALTON, ILLINOIS
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Member
fdic

WEIGEL EDWARDS
VAN METER BISHOP
SINCLAIR

A reception and dinner, which will
include entertainment and dancing,
will conclude the meeting.

AMBI President Smith began his
banking career in 1956 at State Bank,
Kirkland. He left banking the follow-
ing year tojoin the Chicago Association
of Commerce and Industry and later
joined the Atwood Vacuum Machine
Co. in Rockford. He joined United
Bank of Illinois in 1969 as president
and was named chairman in 1977.

William E. Weigel, executive vice
president, First National, Centralia,
has served as an AMBI vice president
this year. He entered banking in 1940
at his present bank and was elected an
officer in 1945. He has been executive
vice president since 1966.

Harland L. Edwards, president,
First National, Evanston, also served
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as an AMBI vice president this year.
He became a banker in 1936 at Live-
stock National, Chicago. In 1946, fol-
lowing military service, he joined
Wilmette Bank and was named presi-
dentin 1961. In 1976, he moved to his
present bank as president and CEO.

AMBI Treasurer is A. D. Van Meter
Jr., president, Illinois National,
Springfield. He joined the bank in
1964 as vice president and was named
president the following year.

AMBI’s secretary is Richard M.
Bishop, president, First Galesburg
National. He has been in banking since
1952 and joined his present bank at his
present title in 1971.

Chairman of AMBI is Gerald
Sinclair, executive vice president,
Salem National, which he joined in
1952. He became an officerin 1955 and
has been executive vice president
since 1968. = =

Limited Service Facilities,
Multi-Bank Holding Companies
Proposed for Ill. by AMBI

The Association for Modern Banking
in Illinois (AMBI) has proposed the
abandonment of traditional branch
banking concepts in Illinois in favor ofa
small number of limited service
facilities and expanding on the present
state banking system to permit the
state’s chain banks to combine into
multi-bank HCs.

The AMBI limited service facility
proposal would permit banks to ex-
pand from two offices under present
statutes to a maximum of five offices
over a three-year period. The

Association for Modem Banking in lllinois
Proposed Bank Holding Company Regions

Map of lllinois shows five HC regions proposed
by AMBI. HCs would be prohibited from starting
more than one bank in any county and would be
limited to a total of five new banks.

additional facilities would be limited
geographically to either countywide or
within 10 miles ofabank’shome office.

The current statutory protection
that prohibits a bank from establishing
alimited service facility within 600 feet
ofanother bank would remain in force.
Banks are presently allowed one facil-
ity within 1,500 feet ofthe home office
and a second within 3,500 yards.

The multi-bank HC proposal would
allow banks to acquire existing institu-
tions in any adjoining two of five pro-

If you do business in Southern Illinois
and the Greater St. Louis Metropolitan area,
let us help you, we know the territory.

Union
Bchik

OF EAST ST. LOUIS

200 Collinsville Avenue
East St. Louis, llinois
(618) 271-1000/398-4800

MEMBER F.D.I.C.
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posed regions in the state (see map).
HCs would be prohibited from starting
more than one bank in any county and
would be limited to a total of five new
banks.

Boatmen's Nat'l, St. Louis,
Names Bush as President

ST. LOUIS — William H. T. Bush
has been elected president and chief
operating officer at Boatmen’s National
and John M. Brennan has moved from
executive vice president in charge of
banking to chairman of the executive
committee. Both men were elected di-
rectors.

Donald N. Brandin, formerly
chairman, CEO and president, retains
his first two titles.

Mr. Bush is expected to join the
bank in November. He was formerly
executive vice president, Hartford
(Conn.) National. Mr. Brennan, who is
also senior vice president, Boatmen’s
Bancshares, will be responsible for
credit policy and administration for the
bank and its HC.

= MGIC Corp. A brochure de-
signed to supply lenders with basic in-
formation about mortgage-backed
bonds and mortgage-backed pass-
through securities has been developed
by Mortgage Guaranty Insurance
Corp. (MGIC). It's called “Insured
Conventional Mortgage-Backed Cer-
tificates— the Secondary Market Tool
of the 1980s.” It discusses a variety of
issues important to lenders interested
in becoming involved in mortgage-
backed securities.

Write: Jim Fletcher, Mortgage
Guaranty Insurance Corp., MGIC
Plaza, P. O. Box 488, Milwaukee, W
53201.
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More Effective Board Meetings

Edited by Dr. Lewis E. Davids
Editor, The BANK BOARD Letter

Well-prepared reports are a a MUST
to enable a board to identify its policy
aims... to diagnose bank problems... to
find solutions to these problems... to
make choices regarding appropriate ac-
tions... to implement policy... and to
evaluate the effectiveness of bank per-
formance. Without adequate reports, a
board lacks the information it must
have in order to reach important deci-
sions involving bank management.

This manual details the type of
reports a board should have in order to
place pertinent information at directors’
fingertips. It illustrates the various for-
mats board reports can take. . . from
oral to detailed graphic presentations.

It tells how moderate-sized banks can
prepare reports that normally could be
afforded only by giant banks. It tells
how such reports can be combined with
information gained from local sources
to present a clear picture of the local
and national economic situation. . . a
picture vital to the establishment of
policies that promote bank growth.

Included are examples of written
reports most needed by bank directors
who desire to create policies that lead to

Begin With More Effective
Board Reports

This manual will help your bank determine

the

"quantity and quality"

of monthly

reports needed by your directors so that they,
and management, can make proper decisions.

200 pages

prudent bank management. In addition
to material prepared by the author, con-
tributions by well-known bank special-
ists are included.

Detailed information is present on
such topics as effective reporting to
directors. . . board reports to sharehol-
ders. . . the report of examination. . .
bank liquidity and capital analysis. . .

>20 per copy

mation for directors. . AND MANY

OTHERS!

Order copies TODAY. Note quantity
prices. Each member of your board
could benefit from a study of this
manual.

QUANTITY PRICES

bank operating ratios. . . management 2.4 COPIES..........c.ccoveeeroeereeeeinnnn. $18.00each
reports to the board. . . loan reports. .. 5-7 COPIES.......cceeueueeeeereereeeeeennn. $17.00each
financial statement analysis. bank  8-10 copies......ccccceevevrrereerirennan. $16.00each
market performance. . . financial infor-  11-15 copies......c..cccccooevevrveeeenenene. $15.00each
THE BANK BOARD LETTER
408 Olive St., St. Louis, Mo. 63102
copies, BOARD REPORTS
TOTAL ENCLOSED
Name Title
Bank

Street

City, State, Z ip

(Please send check with order.
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Sbucatitelia
lotabouta
corporation by the
way itgrows.

«Qur lead bank, National Bank of Detroit,
is the largest in Michigan and eighteenth in
the U.S. with assets of $8 billion.

= Five other subsidiary banks strategically
located throughout the state of Michigan
bring the total number of retail banking
offices to 121.

eFull-service offices in London, Frankfurt
and Tokyo, plus financial affiliates in
Europe and Asia.

=Additional domestic subsidiaries engaged
in mortgage banking, consumer finance and
credit life insurance.

Our growth is made all the more significant
to investors because of consistent profitability.
In the last ten years, for example, earnings have
grown at a compound annual rate of 9% and
dividends paid to our shareholders have in-
creased at a compound annual rate in excess of
7% . This earnings growth over the past decade
compares favorably with that of the banking
industry and the Standard & Poor’s 500
(Composite) stock index.

National Detroit Corporation is listed
on the New York Stock Exchange (ticker
symbol NBD) and our latest financial
reports are available by writing to our
Financial Communications Department.

CONSOLIDATED BALANCE SHEET-June 30,1978
(dollars in thousands)
ASSETS

Cash and Due from Banks (in_cluding
Foreign Office Time Deposits of $806,615)

............... $2,016,022
Money Market Investments:
Federal Funds Sold......cccccccooeviieeiiiiiiiec e 1,086,550
Other INVeSTMEeNtS........ccovvveiiie e 28,977
1,115,527
Trading Account Securities—At Lower of
COSt OF MATKEt...ccoiiiiiiieececiieie e 5,697
Investment Securities—At Amortized Cost:
U.S. TrEASUIY ..eiiiiieieiiiee e nre e e 577,572
States and Political Subdivisions... 734,700
Federal Agencies and Other.........cccveiiiiiiniecncnne 32,133
1,344,405
Loans:
COMMEICIAl v 2,206,125
Real Estate Mortgage 844,497
CONSUMET ...cvveren... 426,152
FOreign OffiCe......ovvvereevesesrersrrennnn, 409,553
3,886,327
Less Reserve for Possible Loan Losses . 52,322
3,834,005
Bank Premises and Equipment (at cost less
accumulated depreciation of $53,162) .. 69,478
OthEr ASSELS....veoveseereeeeeeeereeesee e 232,067
Total ASSELS...v e, $8,617,201
LIABILITIES AND SHAREHOLDERS’ EQUITY
PBOMAN. .t $2,192221
Certified and Other Official Checks 382,765
Individual Savings ..........ccceeeeeen... 1,469,001
Individual Time.......... 875,872
Certificates of Deposits. 705,194
Other Savings and Time. 144,877
Foreign Office.....ccccovviiiiniiiiicnen. 1,074,692
6,844,622
Other Liabilities:
Short-Term Funds Borrowed................ $912,197
Capital NOteS .......cccccevvvvrceenne. 81,626
Sundry Liabilities 255376 1,249,199
Total Liabilities......co.coveveveerereeeeeees e 8,093,821
Shareholders’ Equity:
Preferred Stock—No Par Value............. —
No. of Shares
Authorized 1,000,000
Issued —
Common Stock—Par Value $6.25 ........... 75,953
No. of Shares
Authorized 20,000,000
Issued 12,152,465
Capital Surplus ... 179,547
Retained Earnings 274,111
Less: Treasury Stock-
231,547 Common Shares, at cost....... (6,231) 523,380
Total Liabilities and Shareholders’ Equity....... $8,617,201

Assets carried at approximately $520,000,000 (including U.S. Treasury Securities carried
at $18,000,000) were pledged at June 30, 1978, to secure public deposits (including
deposits of $43,587,343 of the Treasurer, State of Michigan) and for other purposes
required by law.

Outstanding standby letters of credit at June 30,1978, totaled approximately $27,000,000.

NATIONAL DETROIT CORPORATION
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ABA's John Perkins, Governor Carroll
To Headline Kentucky BA Convention

JUETT SUTHERLAND

F OUR SPEAKERS are tentatively
scheduled to appear at the 84th
annual Kentucky Bankers Association
convention, which is set for September
10-12 at Louisville’s Galt House.

Heading the speaker’s listisJohn H,
Perkins, ABA president-elect and
president, Continental Illinois Na-
tional, Chicago. Mr. Perkins is ex-
pected to become ABA president the
following month when the ABA meets
in Honolulu.

Also expected to speak at the con-
vention are Kentucky Governor Julian
M. Carroll; Richard Van Hoose, presi-
dent, Kentucky Council on Economic
Education, Louisville; and Louis
Rukeyser, economic commentator,
Greenwich, Conn., and host of PBS’s
“Wall Street Week.” Mr. Rukeyser’s
appearance is being arranged by the
Kentucky Educational TV System in
Lexington.

Convention registration is expected
to be from 1p.m. to 6 p.m. on Sunday,
September 10, in the third floor lobby
of the Galt House. The resolutions
committee will meet that afternoon
and the traditional Sunday evening re-
ception will begin at 6 p.m.

Monday’s activities will include a
breakfast meeting of the KBA
nominating commi ittee, registration at
8:30 a.m., the first general business
session in the Cochran Room at9 a.m .,
the Kentucky luncheon at 12:30 p.m .,
dinners for50-Year Club members and
past presidents at 6:30 p.m. and an
all-convention dance from 9 p.m. to 1
a.m.
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McCUISTON PERKINS

The annual breakfast will begin ac-
tivities on Tuesday, followed by a pro-
gram ofremembrance and the second
general business session. Group presi-
dents will meet for luncheon at 12:30
p.m.

Tuesday evening’s events will begin
with a pre-banquet reception at pool-
side at 5:15 p.m ., followed by the an-
nual banquet at 7 p.m., which will in-
clude entertainment and the installa-
tion of officers.

Presiding at the convention will be
KBA President Tom A. Juett Jr.,
chairman and president, Citizens
State, Wickliffe. Mr. Juett entered
banking in 1947 at Union Bank,
Lexington, now known as Citizens-
Union National. He joined Citizens of
Wickliffe in 1952 as cashier and has
been president and chairman since
1959.

Scheduled to assume the KBA
presidency at the convention is Pat
McCuiston, chairman and president,
Planters Bank of Todd County, Tren-
ton. Mr. McCuiston has been in
banking for more than 20 years, all of
them with his present bank and with
his present title.

KBA treasurer this year is R. E.
Sutherland, president & CEO, Wilson
& Muir Bank, Bardstown. He began
his banking career with Liberty Na-
tional, Louisville, in 1963 and served
as a vice president in the corre-
spondent banking department. He
joined his present bank in 1973 as
president and CEO. = «
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From the Mid-Continent Area

Alabama

m FIRST ALABAMA BANK,
Montgomery, has elected M. Taylor
Dawson Jr. and George T. Goodwyn to
its board. Mr. Dawson owns a con-
tracting firm, and Mr. Goodwyn is
president ofan engineering consulting
company and a partner in a consulting
engineers’ firm.

ADAMS

m N. Q. ADAMS was elected presi-
dent, First National, Mobile, last
month, succeeding William J. Gehlen,
who resigned. Clarence E. Davis was
elected senior executive vice presi-
dent, and Lloyd B. Patrick was made

PATRICK

DAVIS

president in April, 1977. Mr. Patrick,
who went to the bank 18 years ago, is
manager, wholesale division, and had
been senior vice president. Mr.
McGowin owns and operates a general
farming business, specializing in pecan

executive vice president. Mr. Adams,
E. Mason McGowin Jr. and Robert E.
Lowderwere elected to the board. Mr.
Adamsjoined the bank in 1951 and had
been senior executive vice president
since 1974. Mr. Davis, with the bank
since 1935, became executive vice

production. Mr. Lowder is president
of a mortgage firm.

DAWSON GOODWYN

s WILLIAM H. McLEAN, vice
chairman, Commercial National, Lit-
tle Rock, has been elected president,
Metroplan board of directors. Mr.
McLean, representing the Little Rock
Airport Commission, has been a Met-
roplan director and treasurer four
years. Commercial National has
elected Harry F. Huchingson Jr., who
is manager, branch administration, as
senior vice president. In other action,
the bank named the following vice
presidents: John W. Roewe, regional

manager, south region; Jim Argue,
manager, marketing services; Kirk
Dixon, loan officer; Wes Smelley,
manager, personnel; and Gary

Tarpley, loan officer. Named assistant
vice presidents were: Arlene Gillam,

manager, Riverdale Branch; Greer
Baber, staff assistant; Roger Mayor,
- - - manager, University Branch; and Bill
D O n Lam O n IS Waltl n g M iller, manager, Capitol Avenue
Branch.
on your call.
He — and Union Bank's Correspondent Banking
Department — can help you make it happen.
CALL DON, TOLL FREE AT 800-392-5821
UNION Baro & TRUST CO. ..cccone
60 COMMERCE ST., MONTGOMERY, AL 36104
Alabama’s Largest Independent Bank
McLEAN HUCHINGSON
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DOYLE KENNEDY

m WILLIAM H. KENNEDY JR. has
been elected chairman, National Bank
of Commerce, Pine Bluff. His former
post of president has been taken by
Rodger P. Doyle, who also was elected
a director. Mr. Doyle formerly was
president and CEO, First National,
Brunswick, Ga. Mr. Kennedy, CEO of
NBC the past 12 years, is a past presi-
dent, Arkansas Bankers Association. In
his new post, he continues as CEO,
and Mr. Doyle is chief operating offi-
cer.

m FARMERS NATIONAL, Clarks-
ville, has converted to a state charter,
and its new name is Farmers Bank &
Trust Co.

Stobaugh Elected President
Of Ark. Junior Bankers

James Stobaugh, assistant vice
president, National Bank of Com-
merce, Pine BIluff, is the new presi-

dent, Junior Banker Section, Arkansas
Bankers Association.

Other new officers are: vice presi-
dent, James V. Kelley Ill, marketing
director, First American National,
North Little Rock; secretary, Judy
Sligh, administrative officer, Citizens
First State, Arkadelphia; treasurer,
Gary Blenden, assistant vice presi-
dent, Arkansas Bank, Hot Springs;
parliamentarian, Rick Reed, assistant
cashier, Farmers & Merchants Bank,
Prairie Grove; and historian, Harry J.
Webb Jr., assistant vice president,
Helena National.

IHlinois

m SUSAN M. RUWITCH, formerly
assistant vice president, National
Boulevard Bank, Chicago, has been
promoted to vice presidentincharge of
the personal bank department.
Dorothy B. Gannaway was elected as-
sistant vice president in the same de-
partment.

m JOHN V. N. McCLURE, who is in
the Southwest division, Northern

Trust, Chicago, has L>een promoted
from commercial banking officer to
second vice president. John B.
Schniure, Illinois division, was made
commercial banking officer. In other
action, Northern Trust promoted the
following: to vice presidents, Dominic
J. Palazzolo and Charles V. Rainwater;
and to second vice presidents, William
K. Reeves, Frank A. Cesario, Vincent
R. Dejohn, Martin J. Joyce Jr., Bron-
son R. Hall, Karen B. Hatfield,
Michael M. Harshbarger, William E.
McClintic and John W. Weiss.

RUWITCH McCLURE

m HARRIS BANK, Chicago, has
elected Thomas I. Hutcheson and
Robert M. Tuggle vice presidents.
Both are in the trust department’s cor-
porate trust and operations group.

m CONTINENTAL BANK, Chicago,
has elected these second vice presi-
dents: John A. Goryl, Michael C.
Bucell, Robert W. Hagenow, Richard
J. Jurgovan, Thomas F. McGrath,
Samuel Papanek 1lIl, Raymond J.
Urban and Neal T. Halleran. Jeffrey A.

Finlay and Kenneth G. Neely Jr. were
elected trust officers.

m WILLIAM G. CURRAN JR. has
been named head of First National of
Chicago’s new investment banking
group, formally called First Chicago
investment banking group. It will
coordinate the bank’s worldwide in-
vestment banking activities through
merchant banking subsidiaries in Lon-
don, Geneva, Panama, Hong Kong,
Singapore and Saudi Arabia. Mr. Cur-
ran was vice president/managing di-
rector, First Chicago, Ltd., London,
which he established in 1970 as the
first wholly owned merchant banking
subsidiary ofan American commercial
bank, according to a First National
spokesman.

m HENRY D. KARANDIJEFF,
chairman and president, American Na-
tional, Granite City, took part in the
recent 25th-anniversary celebration of
Boy Scout Camp Sunnen in Washing-
ton, Mo. In 1950, Mr. Karandjeff was
chairman of the camp search commit-
tee and was instrumental in getting
Joseph Sunnen, St. Louis industrialist
and philanthropist, interested in
locating this camp on Sunnen land in
Washington. It was opened June 21,
1953, and on November 25, 1954, Mr.
Sunnen indicated he wanted to make
Camp Sunnen permanent. In 1973,
Mr. Sunnen, his family and his firm
made a gift of the property to the
Cahokia Mound Council, Boy Scouts
of America.

H ALAN B. EIRINBERG has joined

PERSONNEL PROBLEMS?

WHETHER YOU ARE A PERSONNEL MANAGER
LOOKING FOR AN OFFICER.

OR A BANKER WISHING TO RELOCATE

WE CAN HELP

Put this confidential

and guaranteed

service to your use today.

FINANCIAL
PLACEMENTS

a division of Bank News,
Kansas City, Mo.
TOM CHENOWETH,

912 Baltimore,
816-421-7941
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Drovers Bank, Chicago, as senior vice
president and marketing director. He
also holds the latter post at Chicago’s
Main Bank. Mr. Eirinberg formerly
headed a financial marketing consult-
ing firm bearing his name. Before that,
he was senior vice president in charge
of marketing, Exchange National, and

its HC, Exchange National Corp.,
both of Chicago.
Indiana
m INDIANA NATIONAL, In-

dianapolis, has promoted Frank J.
Hurley to senior vice president and
controller and Dennis L. Bassett,
James J. Lawhorn Il and Michael J.
Long to assistant vice presidents. Mr.
Hurley is treasurer ofthe bank’s parent
HC, Indiana National Corp., and trea-
surer of each of its affiliates and sub-
sidiaries.

m KATHRYN A. DIETZ has been
named assistant trust officer, Commu-
nity State, Huntington. She joined the
bank in 1976 and was secretary to the
executive vice president.

m THOMAS N. JAMES has joined
Kansas State, Wichita, as senior vice
president in charge of administration.
He has been in banking 25 years, most
recently as senior vice president and
cashier, Michigan Avenue National,
Chicago. Kansas State also appointed
Jan L. Murphy vice president, com-
mercial loans. He joined the bank last

JAMES MERMIS

May, going from First National,
Springfield, O., where he was vice
president and senior credit officer.

m G. E. ALBAN, senior vice presi-
dent, Security State, Great Bend, will
retire December 31, after 26 years
with the bank and 42 years in banking.
Named a vice president to fill the vac-
ancy is Stephan J. Mermis, now
examiner-in-charge, Topeka district,
Kansas banking department. He will
join Security State in mid-September.
Mr. Alban entered banking in 1936
with the old City National, Kansas
City, Mo. (now United Missouri). Mr.
Mermis, who worked two summers at
Security State while attending Wichita
State University, is the son of J. A.
Mermis Jr., vice chairman and CEO of
the bank and a past president, Kansas
Bankers Association.

m COMMERCIAL NATIONAL,
Kansas City, has promoted Shirley A.
Mattox from assistant trust operations
officer to trust operations officer. She
joined the bank in 1970.

m FOURTH NATIONAL, Wichita,
has named R. M. Briley a vice presi-
dent. He joined the bank in 1972 and
had been acommercial loan officer the
past four years. In other action, the
bank elected Mark Robison and
Michael Hastings trust officers and
Becky Robinson and Bill Akers con-
sumer loan officers. Sterling V. Varner
has been elected to the boards of the
bank and its parent HC, Fourth Finan-
cial Corp. He is president, Koch In-
dustries.

Kentucky

m JERRY SKIDMORE resigned July
1 from Citizens Fidelity of Louisville’s
correspondent banking division to
pursue a career in data processing.
Gerald White, with the bank eight
years, has joined the correspondent
banking division and is calling on banks
in western Kentucky, an area formerly
covered by Ken Reinhardt. Mr.
Reinhardt has moved into eastern

Kentucky,
traveled.

where Mr. Skidmore

m ROY S. BERGER has been named
assistant cashier, commercial banking
division, Liberty National, Louisville.
Before joining the bank last February,
he was president, Rand Asset Advis-
ory, Inc., New York City.

m L. WAYNE WHISMAN has been
named acorrespondent representative
in Louisville Trust Bank’s corre-

spondent banking division. He went
there last September.
m CLYDE H. FOSHEE JR. has

moved up from counsel and assistant
secretary to vice president and coun-
sel, First Kentucky National Corp.,
Louisville. The latter two titles also
have been given Herbert A. Zachari
Jr., formerly vice president and assist-
ant counsel. First National and First
Kentucky Trust, both FKNC sub-
sidiaries, also have announced pro-
motions. First National promoted
C. Edwin James from marketing man-
ager to vice president and A. Brooks
Pinney IIl from senior operations offi-
cer to operations manager. At Ken-
tucky Trust, James L. Bailey moved up
from income tax officer to senior trust
officer/tax, and Arthur C. Blake and
Ralph E. Francis, formerly investment
officers, were advanced to senior in-
vestment officers.

m R. DOUGLAS HUTCHERSON
has moved up from assistant vice
president to vice president, commer-
cial loans, First Security National,
Lexington. Elected assistant cashiers
were Duane Arbegust, Wayne Good-

We make automated bond accounting easier for you!

COMMERCIAL
NATIONAL
BANK

6th and Minnesota Ave.» Kansas City, Kansas 66101 »Member F.D.I.C.
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win and John Boardman. Charles P.

Partin, vice president and senior au-
has been appointed Kentucky
Bank Administration

ditor,
state director,
Institute.

Louisiana

m WILLIAM B. WISDOM JR. has
been made chairman of the executive
committee, First Commerce Corp.
and First National Bank of Commerce,
New Orleans. Mr. Wisdom is presi-
dent, Boston Co. of New Orleans, and
vice president, General Enterprises,
Inc. At First NBC, Joseph C. White
and Lawrence H. Ellis Jr. were named
senior vice presidents. Mr. W hite,
with the bank since 1950, serves as
assistant to the president. Mr. Ellis is
president, First Commerce Financial
Corp., a subsidiary of First NBC. He
went to the bank in 1970.

Mississippi

HEGWOOD WATSON
m DEPOSIT GUARANTY NA-
TIONAL, Jackson, has promoted

George A. Cooke to senior vice presi-
dent and controller, William L. Wat-

son Ill to senior vice president and
Pearline P. Hegwood to vice presi-
dent. Mr. Cooke, before joining the

bank, was with Fidelco Associates,
Inc., Philadelphia, where he was vice
president. Mr. Watson joined Deposit
Guaranty in 1973 and most recently
was vice president. Mrs. Hegwood
joined the bank in 1950 and has been
assistant vice president since 1974.

Missouri

New Florissant Drive-Up

This is an architectural rendering of the new
drive-up, walk-up facility being erected by
Florissant Bank. Ground-breaking ceremonies
July 12 — the bank's 74th anniversary — were
conducted by Florissant Mayor James Eagan and
the bank's pres., Cyril A. Niehoff. The contem-
porarily designed structure will contain 3,219
square feet of floor space and provide four
drive-up lanes protected by a canopy. Walk-in
customers will have access to a night depository
and BANK24 ATM service. There also will be five
teller stations in the lobby, a safe deposit vault,
a private conference room and a lounge area. In
addition, there will be facilities for accounting
and bookkeeping functions, an employee
lounge with kitchenette and a storage room.
Bunce Corp., St. Louis, is the general contractor.

m MERCANTILE TRUST, St. Louis,
has promoted Bruno C. Bucari from
assistant vice president to vice presi-
dent and Wayne L. Smith to assistant
vice president. Mr. Bucari, with the
bank since 1974, is responsible for the
Middle East and African divisions, in-
ternational banking. Mr. Smith joined
Mercantile in 1974 and now is in the
export/import division, international
division. He continues as vice presi-
dent, Mercantile customs services, a
position he was given in 1977.

m FIRST NATIONAL, Kansas City,
has promoted Neil T. Douthat from
assistant vice president to vice presi-
dent, Russell D. Hammett from assist-
ant cashier to assistant vice president
and Gordon T. Brown, F. Howard
Manning and Judith A. Spafford to as-
sistant cashiers. Mr. Douthat, with
First National since 1973, has met-
ropolitan and national responsibilities,
commercial banking division. Mr.
Hammett, a staff member since 1960,
isin commercial loans. Mr. Brown and
Mr. Manning are in commercial lend-

DOUTHAT BUCARI

ing, and Mrs. Spafford is a consultant
and analyst, corporate banking ser-
vices.

m FIRST NATIONAL, St. Louis, has
elected these assistant vice presidents:
Thomas A. Coates, Wallace D. Nied-
ringhaus, G. Mary Poison, John C.
Solomon, John W. Fricke, Lawrence
S. Ross and Douglas G. Smith. In addi-
tion, Steven D. Campbell has been
named manager, Stadium Drive-In.

H DIRECTORS of County National
Bancorp., Clayton, and T G Banc-
shares Co., St. Louis, have reached an
agreement in principle to merge. The
agreementis subject to negotiation ofa
definitive merger agreement between
the parties and to approval by regu-
latory authorities and stockholders of
T G Bancshares. County National
Bancorp., with assets of $381.7 million
and deposits of $323 million, owns five
banks. T G Bancshares, with assets of
$254.9 million and deposits of $218.7
million, owns three St. Louis-area
banks and Financial Computing Corp.
of Missouri.

“SKIP” FANNEN has
joined First National, St. Joseph, as
trust officer. He is a May, 1978,
graduate of the University of
Missouri/Kansas City Law School.

s WELDON

m UNITED MISSOURI BANK, Kan-
sas City, has elected four new officers:
Kent Smith, bond investment officer;
Robert E. McFarland, assistant trust
officer; Rudy M. Thomas, assistant in-
vestment officer; and Kenneth A.
Miller, assistant cashier, installment
loans.

New MeXxico

ATER McGONAGLE

H DAVID A. ATER has moved up
from executive vice president to presi-
dent and CEO, First National, Santa
Fe. He succeeds Milo L. McGonagle,
who will devote full time to the posts of
presidentand CEO, New Mexico Ban-
corp., registered bank HC with which
First National of Santa Fe is affiliated.
Mr. Ater joined the bank in 1970 and

MID-CONTINENT BANKER for August, 1978 85

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



has been on the board since March,
1977. In other action, First National
has elected Harold Yelverton vice
president and commercial lending offi-
cer. He formerly was vice president
and head of mortgage lending, First
National, Cortez, Colo. Margo Barr
has been promoted to branch officer at
First of Santa Fe; M. Nellie Ortega
and Glorie Romero to loan operations
officers and Carole Schupp to credit
officer.

m CATHY McCORKLE has joined
Albuquerque’s Rio Grande Valley
Bank as assistant vice president, opera-
tions. She had been with another Al-
buquerque bank since 1972,
specializing in operations supervision.

m H. BARTON JONES has advanced
from vice president to president, First
N ational, Tucumcari. G. Wilbur
Jones, formerly president, moved up
to chairman and CEO. Michael A.
Calbert was promoted from assistant
vice president to vice president. The
bank has two new officers — Judy Ara-
gon, executive assistant, and Shirley
Hartsfield, operations supervisor.

Oklahoma

DITTRICH KOCH

m GAINES S. DITTRICH has been
promoted to senior vice president,
Bank of Oklahoma, Tulsa. Mr. Dit-
trich, responsible for the new markets
group, banking division, joined Banc-
Oklahoma Corp. in 1974 as vice presi-
dent. Bank of Oklahoma also named
the following vice presidents: Larry
Koch, correspondent banking; Dennis
Hicks and Stanley Lybarger, met-
ropolitan; John Rownak, national;
Larry Heon, commercial real estate;
Sterling McHan, information services;
Jim Harris, information systems; and
Bruce Berkinshaw, who also was made
trust officer. Mr. Koch had been with
Pioneer National, Ponca City, for 10
years. In addition, the following were
promoted to assistant vice presidents:
Hugh Roberson, secured lending;
Gordon Kay, agribusiness; Ed Clarke,
personal banking; and Michael Gib-
son, commercial banking.

86

s JIM BURGAR, vice president,
First National, Oklahoma City, has
been made director, correspondent
banking division, succeeding Dean In-
gram. Mr. Ingram resigned to assume
all financial responsibilities for Johnny
Bench Enterprises. Mr. Burgar joined
the bank in 1972. In other action, First
N ational elected James W. Farris
executive vice president. He formerly
was regional director, personnel,
W achovia Bank, Winston-Salem,
N. C. Carl Shortt, head ofthe pension
and profit sharing administration area,
has been advanced to senior vice
president and trust officer at First Na-
tional. Newly elected vice presidents
are William A. Andrews, metropolitan
lending, and Robert A. Horn, cash
management. The bank elected these
assistant vice presidents: James Barnes
and Nancy Richard, municipal bonds;
Ron Moreland, real estate; and Caro-
lyn Woodward, real estate operations.

m JAMES M. NEWGENT, presi-
dent, T. G. & Y., has been elected to
the boards of Liberty National Corp.,
Liberty National Bank and Liberty Fi-
nancial Corp., all of Oklahoma City.

m GLENN JAMISON has joined
Bartlesville’s First National as trust of-
ficer. He formerly was a tax consultant
in private practice.

m CITY NATIONAL, Memphis, has
promoted James Donald Carlisle from
assistant vice president to vice
president/loans. He joined the bank
shortly after it was opened in 1974,

m NASHVILLE CITY BANK has
elected Arthur J. Rebrovick to its
board and has promoted Jeanette
Steele to branch operations officer.
She remains head of teller training.
Mr. Rebrovick is president, Cutters
Exchange, Inc., and its subsidiaries.

m W. TACK THOMAS and J. Jack
Hays have been elected executive vice
presidents, First National, Dallas. Mr.
Thomas heads the general banking di-
vision, consisting of the Southwest,
energy and real estate groups. The
general banking division serves corre-
spondent bank and corporate custom-
ers in the southwestern region. Mr/
Hays heads the regional banking divi-
sion, which serves individuals and

THOMAS
businesses located primarily in the
Dallas/Fort Worth Metroplex. First

National elected these vice presidents:

John W. Daniel, Merle E. Karnes,
Daniel W. Klein, L. Scott Luff and
Wayne A. Tenney. In addition, the

following assistant vice presidents
were named: William H. Altman,
Jonathan M. Clarkson, Harmon M.
Cohen, Daniel E. Hergenroether,
Robert L. Kay, Samuel T. Kincaid II,
Raymond L. Loch, Terry J. Miller,
Paul M. Moser, Kazuhide Nishino,
Oscar Reagan Jr. and Jerry B. Walser.
First National has opened First Dallas
International Corp. in New York City.
This is a wholly owned Edge Act sub-
sidiary of the bank.

SQUIBB

m J. DONALD SQUIBB JR. will join
Dallas’ Republic National September
25 as executive vice presidentand trust
committee chairman. Currently, he is
trust division head, Houston National,
which — like Republic National — isa
wholly owned subsidiary of Republic of
Texas Corp. In his new post, Mr.
Squibb will succeed C. B. Peterson
Jr., who will retire December 1 after
managing the bank’s trust and invest-
ment department 17 years. Republic
National has promoted Edward R.
“Ted” McPherson to senior vice presi-
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dent and named him to its executive
committee. Mr. McPherson, man-
ager, corporate planning/devel-
opment, joined Republic in 1973 as an
account executive with one of the
bank’s subsidiaries, Republic National
Leasing Corp. He became a bank vice
president in 1976.

m RICHARD G. MERRILL has been
elected president and a director, First
City National, Houston, succeeding
Nat S. Rogers, who was made chair-
man ofthe board. James A. Elkins Jr.,
who was in the latter post, now is
executive committee chairman.
Robert R. Robertson, senior vice
president and manager, national de-
partment, has been elected senior vice
president, First City Bancorp, of
Texas. In this post, he is senior credit
administrator. Mr. Merrill most re-
cently was senior vice president, Pru-
dential Insurance Co. of America, and
head ofits southwestern home office in

Houston. Mr. Rogers is a past ABA
president.
McANDREW MERRILL

m BANK OF THE SOUTHWEST,

Houston, has elected Ben B. McAn-
drew 11l senior vice president and
manager, Southwest corporate de-

partment. Most recently, he was vice
president and associate in the Houston
office of a New York City-based con-
sulting firm serving the financial indus-
try. In other action, Bank of the
Southwest elected these vice presi-
dents: Donald R. Barber, cash man-
agement; L. Randy Fluitt, item pro-
cessing; Hans I. Christensen, interna-
tional credit and relations; and David
V. Boone, who also was named trust
officer.

m FROST NATIONAL, San Antonio,
has promoted Tom R. Garcia, trust,
Gus J. Groos Ill, marketing, Frank J.
Martinez, international, and Ray Van
Beveren, commercial loan note pro-
cessing, to vice presidents. Named as-
sistant vice presidents were: Freddie
T. Jones, automated services; John W.
Robb, trust; Darrell Downs, note pro-
cessing; and Genevieve D. Wise, mar-
keting.

m NATIONAL BANK OF COM-
MERCE, San Antonio, has elected

two new board members: Irene S.
Wischer, CEO and president, Pipe
Line Co. and Pinto Well Servicing
Co., and CEO and executive vice

president, Panhandle Producing Co.;
and Jack T. Williams 11, head of
Wi illiams Distributing Co., Inc.

m NEILDA OSBURN has been pro-
moted from cashier to vice president
and cashier, National Bank of Odessa.
She joined the bank in 1963.

m J. BRUCE FOWLER has joined
First National, Brownwood, as auditor
and marketing officer. He formerly
was on Republic of Texas Corp.’s au-
diting staff in Dallas.

Customer's Language

(Continued from page 31)

and capacities can be improved in the
following ways:

Use simple and direct words that
express understanding. Avoid techni-
cal “banker” language that may im-
press the customer but confuse him,
also.

Examples: “Charge your account” is
better than “debit your account,”

“rapid remittance service” is better
than “lock box service,” “protection
against bounced checks” is better than
“overdraft protection,” etc.

Use positive words that convey be-
liefand conviction, rather than doubt,
and that portray constructive benefits,
rather than negative criticism.

Examples: “Opportunity to im-
prove” is better than “you have a
problem,” “your investment is” is bet-
ter than “the cost will be,” “improve”
is better than “correct,” etc.

Use words that orient what you're
explaining to the customer, stress his
“smarts” rather than yours and em-
phasize collaboration rather than con-
tention.

Examples: “Let’'s examine how the
service works . . . ,” “Here are the
benefits you’ll gain .7 “What's
your reaction to the cost savings this
will provide?”

Use words that add credibility and
objective support to what you're ex-
plaining.

Examples: “Our customers re-
port . . .” or “The experience ofother
customers with this service has
been . . is better than “I think . .
or “I feel ...”

3. Use visuals. Words convey dif-
ferent meanings to different people.

STATEMENT OF CONDITION

FIRST PASADENA

PASADENA, TEXAS

AT THE CLOSE OF BUSINESS JUNE 30, 1978

RESOURCES

Cash and Due from Banks
Securities

Loans
Real Estate, Furniture and Fixtures
Other Resources

TOTAL

Capital Stock

Certified Surplus ...
Undivided Profits and Reserves
Deposits

Mrs. Marcella D. Perry
Senior Chairman of the Board

J. W. Anderson
Vice Chairman ofthe Board and
Chairman of the Executive Committee

LIABILITIES

Vice Chairman of the Board

....... $23,456,055.68

56,019,989.51

$ 79,476,045.19
99,636,729.78

5,221,871.35

...... 3,664,063.50
--------- $187,998,709.82
f $ 3,300,000.00

. 6,000,000.00

14,809,349.99
163,889,359.83

$187,998,709.82
S. R. Jones, Jr.

Chairman of the Board and
Chief Executive Officer

J. O. Kirk
President

Howard T. Tellepsen

Executive Vice Presidents

B. F. Holcomb G. M. Magee

E. T. Shepard, Jr. (and Cashier)

Senior Vice Presidents

Carroll D. Davidson W. E. Marsh

O. L. Harris Wendell F. Wallace

MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION
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For example, the term “lock box to
the uninitiated may be perceived as a
safe deposit box.

Visuals improve communication by
converting abstract ideas into concrete
or tangible form. By providing a dou-
ble stimulus to the mind when used to
supportverbal communication, visuals
increase retention and enable you to
get your ideas across faster and with
fewer words.

If you have any doubts about this,
just look at the impact the TV in the
corner of your living room has had on
the behavior of your children — or
your own behavior, for that matter.
Exhibit #1 is an effective example of
how a flowchartcan be used to simplify
the explanation ofa relatively complex
idea. Additional visuals you can use
include services literature, exhibits,
cost comparisons and your annual re-
port.

A question often raised in connec-
tion with services literature and other
visuals is when to use them. Some
bankers are inclined to use literature at
the end of a call as an afterthought —
“When you have a chance, why don’t
you look this over?”

W hen used in this manner, the liter-
ature frequently ends up in the trash,
since the customer attaches no more
importance to it than you do.

Therefore, use your literature to
supportand reinforce your explanation
and don’t be afraid to mark it up by
underlining or circling key points. This
focuses attention and tailors the litera-
ture to your customer.

4. Use paper and pencil. The most

Exhibit 1

IsT pAav I  2ND DAV

effective visual aids you can use on a
sales call are paper and pencil, because
they’re flexible, you can control them,
they can be tailored to a customer’s
precise needs, they're economical and
easy to use. And, mostimportant, such
aids add to your professionalism,
rather than detract from it.

Paper and pencil visualization can
be used in a variety of ways: to show
difference between new system and
old system; to show benefits to be
gained in comparison to investment; to
show the arithmetic of interest
charges, investment return, cost sav-
ings, etc.; to summarize distinctive
features of your proposal.

5. Show enthusiasm. A final princi-
ple ofadding impact to your communi-
cation is to show enthusiasm for what
you're explaining. It’'s not only what
you say, but how you say it that builds
belief and conviction. If you have
doubts or reservations about a service,
you’'re likely to transmit them to the
customer.

Enthusiasm that reinforces com-
munication mustbe based on your own
beliefand conviction that starts with a
thorough knowledge of your services
and capacities. It gets transmitted
through positive language. And, it’s
implemented by showing the cus-
tomer how and why your services and
capacities will satisfy his needs and
provide him with a full measure of
value.

In our next article, we’ll examine the
important payoff step in sales com-

munication — how to get decisive ac-
tion. e =
3RD DAV | 4 tH DAY

CONVENTIONAL METHOD OF COLLECTING RECEIVABLES
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FOR COLLECTION

ACCELERATED CASH FLOW SYSTEM
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RMA Slate of Officers Headed
By Schoenborn for '78-'79;
Sanchez Is First VP

Edwin A. Schoenborn, executive
vice president, Irving Trust, New York
City, was elected president, Robert
Morris Associates, on August 4.

Other new officers are: first vice
president, M. G. Sanchez, executive
vice president, First Bankers Corp. of
Florida, Pompano Beach; and second
vice president, Robert H. Duckworth,
executive vice president, First Na-
tional of Arizona, Phoenix.

The new officers will take office Sep-
tember 1.

POSITION WANTED

Experienced Bank Officer, all areas of banking, em-
phasis operations and accounting, seeks employment
St. Louis and surrounding area. Please reply through
Box 88-M, MID-CONTINENT BANKER, 408 Olive,
St. Louis, MO 63102.
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Part of 273 years of banking experience. Boatmen’s has a team, your team, of correspondent bankers that

know every phase ofbanking .. . because they learned from the ground up. They understand your problems
and are ready to serve your needs. Boatmen’s, 273 years of correspondent banking experience.
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W hatvou see.

When First National Bank in St. Louis
is your correspondent bank, you can bet
you’ll see your own personal bank officer
on aregular basis.

And if you need to see him more
frequently, you will.

Of course, he’s available to you
by phone almost every day. So, you
can get fast, on-the-spot service
whenever you need it.

Your First National Banker
really knows his business—and
how it can help your business.

He’ll keep you up-to-date on all

W hat

Good as he is, your correspondent banker
cannot do all the work connected with your
bank’s account.

That’s why First National Bank
in St. Louis maintains special staffs
to give you daily assistance for
daily needs.

For example, our people
have developed “Rabbit Transit”
check-clearing systems that
can improve your earnings,
because your transit items
become collected balances
rapidly.

Another way we can help you
is with our Fed Funds, investment and
safekeeping capabilities. Our performance
record in this area is highly regarded
throughout our industry.

We also offer your bank the ser-
vices of our skilled data processing team.
They can bring to your operation reliable and
sensible systems for getting your work done.

Our capacity for overline lending, based

our bank’s services, on recent legislation,
new technology, competitive practices
and other developments.
We put a lot of faith in our correspondent
bankers. We give them the authority to
make decisions for us and to make loans
in our behalf. You can put your faith in
them, too.
If you're not already seeing a
First National Bank in St. Louis
correspondent banker, you should
call Chuck Betz today at
(314) 342-6386. He’'ll make sure
you See one soon.

ou get

on our sizable assets, allows you the opportunity
to make larger loans than you otherwise might.
For agricultural loans specifi-
cally, we offer specialists who can help
you provide your customers with
expert advice as well as flexible
loan arrangements.

We sponsor timely
seminars where you and
other top management

of your bank meet with the top
management of our bank. This is
an excellent opportunity for us to
exchange ideas and share expertise.
Of course, we are always
available to you for individual con-
sultation through your correspondent
banker.
When you want to get more from a
correspondent bank, get with the bank that
gives you more. First National Bank in
St. Louis. For additional information or an
appointment with a correspondent banker, call
Chuck Betz at (314) 342-6386.

First National Bank in St.Louis

Member FDIC

A First Union Bank
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