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I N V E S T M E N T  F A C T S  F O U N D  I N A C R O W D

Concerning this crowd —as a crowd —insurance actuaries can make 
predictions. About 11 out of 100,000 people will commit suicide each 
year, for example. Which ones? No one knows. Out of every 100,000 
business firms, approximately 1,000 will fail each year. Investment 
experts of insurance companies know this. To both problems one 
simple safeguard is applied—diversification under trained supervision. 
This, in its simplest terms is the method of the composite security.

NorthL\mmcan
t r u s t / V S H A R E S

Deposited Stocks in Each Unit of

NORTH AMERICAN TRUST 
SHARES, 1955

M A X IM U M  CUM ULATION  TYPE
CAs of August 15, 1932)

C H E M IC A L
E. I. duPont de Nemours & Company . . . 200
Eastman Kodak C om pany..................................100
The Procter & Gamble Company......................100
Union Carbide & Carbon Corporation . . . 300

E L E C T R IC A L  E Q U IP M E N T
General Electric Com pany..................................400
Westinghouse Electric & Manufacturing Co. . 100

ST E E L
United States Steel C orporation ......................100

F O O D
The Borden C o m p a n y ........................................200
Corn Products Refining Company . . . . 100
National Biscuit Company..................................200
General Foods C o r p o r a tio n ............................100
Standard Brands In c o rp o ra te d ......................200

R E T A IL  M E R C H A N D I S I N G
Drug Incorporated.............................................. 100
Sears, Roebuck & Co.............................................. 200
F. W . Woolworth Co............................................ 200

M A C H I N E R Y
American Can C o m p a n y ..................................100
American Radiator & Standard Sanitary Corp. 300 
Otis Elevator Company .................................................200

F A R M  M A C H I N E R Y
International Harvester Company . . . .  100

T O B A C C O
The American Tobacco Company " B ”  . . . 100
R. J. Reynolds Tobacco Company " B ”  . . 200

A U T O M O B I L E
General Motors Corporation .   200

P E T R O L E U M
Standard Oil Company (New Jersey) . . . 300

R A IL R O A D S
The Atchison, Topeka & Santa Fe Railway Co. 100 
The New York Central Railroad Company . 100
The Pennsylvania Railroad Company . . . 100
Union Pacific Railroad Company......................100

U T IL IT IE S
American Telephone & Telegraph Company . 100
Columbia Gas & Electric Corporation . . . 400
Consolidated Gas Company of New York . . 200
The North American C o m p a n y ..................... 215
Pacific Gas & Electric C om pan y..................... 200
Public Service Corporation of New Jersey . . 100
The United Gas Improvement Company . . 300

The deposited stocks in each unit of north Ameri
can trust shares, 1956 (Maximum Distribution 
Type) consisted on August 15, 1932, of l/25th of 
the number of shares of the common stocks listed 
above excepting in the case of The North American 
Company. Stock dividends are not retained in the 
distribution type trust.
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THE
C O M P O S I T E  S E C U R I T Y  ID E A

An Actuarial Approach to Security

THE composite security is a recent phe

nomenon. Yet already, according to 

latest estimates, approximately one million 

investors own composite securities o f  the 

so-called "fixed” trust type.

It is to be wondered whether the signifi

cance o f  the composite security idea has 

been overlooked amid discussion o f  specific 

composite securities.

Distributors Group, Incorporated, owned 

by a nationwide group o f  investment houses 

and banks, is the largest creator and distrib

utor o f  composite securities in the world 

today. It offers the following as the sound 

principles o f  such securities:

No single security is as strong or as safe as a broadly 
diversified group o f  equally sound securities.

Diversification sufficiently broad to provide fully 
adequate protection is not merely a matter o f  num

bers but o f  judicious selection as well.

3 Once selection has been completed some provision 
must be made for meeting the broader changes in 

our economic life—but such provisions should not be 
so flexible as to encourage a temptation to abandon 
sound policies in the face o f  temporary crisis.

4 The investor should have actual ownership in the 
securities which comprise the composite security 

and full privilege o f  liquidating his interest in them 
at any time for any reason.

These are the principles underlying n o r t h  

AMERICAN TRUST s h a r e s  1955 and 1956, 
largest o f  all unit type trusts. The investor 
who purchases these shares obtains actual 
equitable ownership in common stocks o f  
34 great corporations. The market value o f  
all the outstanding common shares o f  these 
34 companies equals approximately half the 
market value o f  all the common stocks listed 
on the New York Stock Exchange. Elimina
tions from the portfolio may be made at any 
time but only for long-term investment rea
sons and solely for the purpose o f  maintain
ing the quality o f  the investment. N o sub
stitutions are permitted. The investor knows 
at all times in which stocks his money is 
invested. Full details concerning the struc
ture and provisions of n o r t h  A m e r i c a n  

TRUST SHARES 1955 and 1956 are available. 
O f special interest to bankers is a booklet 
called "Building a Portfolio.” Copies will 
be sent free on request.

The offering price o f  n o r t h  A m e r i c a n  

t r u s t  s h a r e s  is based upon and varies with 
the actual New York Stock Exchange trans
action prices o f  the underlying stocks dur
ing market hours. (Full details o f  method 
o f  calculating offering price are contained 
in the Offering Circular.)

DISTRIBUTORS GROUP. INCORPORATED - 63 WALL STREET, NEW YORK
CHICAGO

Owned by a Nationwide Group of Investment Houses
BOSTON PITTSBURGH PHILADELPHIA LOS ANGELES NEW ORLEANS

Northwestern Banker January 1933
Digitized for FRASER 
https://fraser.stlouisfed.org 
Federal Reserve Bank of St. Louis



À

Z ^ c r o s s  / f ie

r o m
i/ie

# i

& y

V.

Let's Stand, hy I am convinced that with

Our Monetary a11 the: aTgume“ ts * "
q  j  j  against the gold standard,
Otanaara and for and against in
flation, that most every American citizen is very 
glad that the United States is still on the gold 
standard.

AVhile everyone is desirous of having commodity 
prices increased it is doubtful if lasting and bene
ficial results would accrue if we attempted to ac
complish this purpose through an inflation of our 
currency.

The printing presses of Germany couldn’t print 
marks fast enough to save that nation, and neither 
can the printing presses of this, or any other 
country bring about an economic rejuvenation of 
business unless there is a real value back of the 
currency issued.

In the last bulletin issued by the Midland Bank 
of London, it points out that ‘ ‘ The value of the 
pound in terms of gold is far less important than 
its value in terms of goods.”  This may be quite 
true, but it applies especially to the exchange of 
goods within their own country, because when con
tracts are made with other countries by England 
some definite term of measurement must be ap
plied, and when the gold standard is the basis for 
measuring, then a definite plan can be relied upon. 
If we are going to measure the pound or the dollar 
in terms of value of goods, we then come to the 
proposition of how are we to measure the value of 
those goods.

It is for this reason that I believe the United 
States will gain tremendously in the long run if 
it continues to stay on the gold standard. One 
economist has expressed it this way: “ Undoubt
edly this is a method by which the government 
could greatly alter economic relationships, but not

with the result of bringing them into balance. On 
the contrary, changes in the monetary standard 
would introduce a new element of disorder and 
throw all relationships into greater chaos, a fact 
illustrated in the flight of capital out of produc
tive uses which has taken place in countries whose 
money has depreciated, or where the depreciation 
of the money has even been suggested. It may 
be considered that this is the end which is reached 
when people evade or deny their problems, refuse 
to cooperate and readjust their relationships, and 
mistakenly throw all the burdens on the govern
ment and eventually on the monetary system. ’ ’ 

When we consider, as this writer has pointed 
out, that changes in the monetary standard would 
simply cause greater chaos, I am convinced that 
we should continue to stand by our present mone
tary standard.

Shortening 
the Gap

I believe one of the main rea
sons which is motivating against 
improved economic conditions is 

the widespread gap between the cost of production 
and the ultimate price of finished goods.

In spite of the low prices of farm products and 
raw materials the cost of living, as reported by 
the United States Bureau of Labor, is still more 
than 35%  above the 1913 level. As one authority 
points out, “ Apparently the high costs are in 
fabrication, construction and transportation. A  
lessening of the gap between primary products and 
finished goods, which is the main cause of present 
economic conditions, will be of great benefit.”  

The quicker this gap between raw materials and 
the cost of finished products is brought closer to
gether, just that much quicker will we have a sub
stantial improvement in our economic scheme of 
things.
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Armament 
Versus Debt 
Payment to U.S .

Whenever the ques
tion of whether a n y  
European Government 
should pay the United 

States the money due on a recognized obligation, I 
am always interested in learning just what per
centage of their income they are spending for 
armament.

Frankly, I have little patience with a country 
which wishes to evade its payments to the United 
States and is at the same time spending a vast 
amount of its annual budget for its army and navy.

At the present time, the figures for Great Britain, 
France and Italy, comparing their debt payments 
to the United States with their budget for arma
ments are as follows:

Debt Payments 
to U. S.

Great Britain___ 4.1%  of budget
France ............... -2  %  of budget
Italy ___________ 1.4% of budget

I do not become very sympathetic with France 
when they want to avoid paying us, only 2 per cent 
of their budget, being an amount already agreed 
to by covenant, while at the same time 27.4 per 
cent of the budget of France is going for armament.

Any reduction on our part of the amount due 
us should at the same time be made contingent 
upon their reducing their appropriation for war
fare purposes.

Budget for 
Armament 

13.6% of budget 
27.4% of budget 
33.1% of budget

As more and more consid
eration is being given to the 
farm allotment plan, in
creased disapproval of this 

program is also gaining ground, based on the fact 
that American consumers would have to pay the 
costs which would amount to $750,000,000 a year, 
or almost twice as much as the 2 % %  manufac
turer’s sales tax advocated by President Hoover, 
which tax, it was anticipated, would yield $355,- 
000,000 a year, but which would exempt food and 
clothing.

Opponents to the allotment plan claim that it 
would simply transfer buying power from the city 
to the country.

As the Jones Bill now stands, which is pending 
in the House of Representatives, it provides for 
levies as follows: Wheat, 42c a bushel; cotton, 5c 
a pound; tobacco, 4c a pound and hogs, 2c a pound. 
These excises would be collected from millers, tex
tile manufacturers, tobacco manufacturers and 
packers.

Each levy is equal to the tariff on the commodity.
Some of the other objections to the allotment

Opposition 
to Allotmen 
Plan

plan are that the tax is of gigantic size and further
more that it embraces a tax on food and clothing, 
and third, that if the allotment principle is adopted 
for two or three commodities, as an emergency 
measure, it is likely to be extended to other com
modities or even to industries which are non- 
agricultural.

Granting that all of these arguments are more 
or less true, I am of the personal opinion that it 
is about time for the farmers to enjoy whatever 
benefit may be derived from increased purchasing 
power on their part as a result of the allotment 
plan.

Of one thing we are sure, and that is that all 
other plans so far have seemed to fail, and if this 
one will help to brighten up the farm picture, I 
am convinced that aside from the financial bene
fit to agriculture, that the psychological benefit 
to the entire country will be more than worth 
while and offset whatever tax may have to be paid 
by the consuming public.

However, the bill has not become a law and it 
may not be placed on our statute books during 
this present session of congress.

63% Believe 
Business Has 
Reached 
Its Low

In a recent survey made by 
an organization of industrial 
counsellors, they found that 
63 per cent of the executives 
of corporations throughout 

the country believed that a normal prosperity is 
on the way and that business has reached its low 
or its definitely on the upturn.

To know that we have definitely touched bot
tom is at least an encouragement of the construc
tive kind and let us hope that each month during 
1933 will bring increased signs of better times and 
improved conditions.

Postal A t a recent meeting of the
executive council of the South 
Dakota Bankers Association 
they went on record as oppos

ing the type of hoarding which is now going on 
with depositors who use the postal savings de
partment.

The council voted unanimously to recommend 
that Congress reduce the amount of deposits avail
able to any one individual to $1,500, and that the 
government pay no interest on such deposits, and 
that postal savings funds be deposited in banks, 
interest not to exceed one per cent.

It is the belief of the council that the postal 
savings departments are working both to the det
riment of banks and the public.

Savings
Hoardings
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MAID OF THE MIST
Reproduced from the original pastel painting by Haskell Coffin. Mr. Coffin is recognized as one of the 

leading painters of this type of picture, and is often called upon to serve as one of the judges at Beauty 
Contests at Atlantic City and Galveston.

Copyright, by the Gerlach-Barklow Co., Joliet, Illinois.

•M

i -

V

h

Northwestern Banker January 1933
Digitized for FRASER 
https://fraser.stlouisfed.org 
Federal Reserve Bank of St. Louis



(J

inquiries have come from all parts of the country, including Canada, 
and delegations from many towns and cities have journeyed to 

Hawarden to obtain information on

How the '"‘Scrip”  Plan W orks  in Iowa
W ITH its sponsors having seen their 

pictures on the front page of one 
of Iowa’s leading newspapers, 

and with a Yale professor making a spe
cial trip of investigation to Iowa, the 
“ scrip” plan, inaugurated a short time 
ago in Hawarden, Iowa, has aroused 
country-wide interest. While the pro
fessor from Yale was high in his praise 
of the idea, the business men of Hawarden 
are coming to look at the plan as just 
another way to try to lift themselves by 
their boot-straps. Their opinions con
cerning the merits of the plan are far 
from unanimous.

The “ promoter” of the plan called on 
the merchants in their places of business 
and obtained the signatures of a majority 
of them to an agreement in which they 
agreed to accept the “ scrip” in payment 
o f merchandise. The plan was then pre
sented to the city council and the city 
decided to issue the “ scrip” and agreed 
that it would be accepted in payment of 
light or water bills at the city-owned 
light and water plants.

One Dollar Each
The “ scrip” or certificates are issued 

in denominations of one dollar and in size 
resemble the old form of currency. The 
face of the certificate provides that it will 
be redeemed on presentation to the city 
of Hawarden for one dollar when 36 three- 
cent stamps have been attached. The re
verse side is marked off into 36 squares 
for the attaching of the stamps. The city 
prints the stamps and sells them to the 
merchants, who, when the certificates are 
presented to them in payment of mer
chandise, attach a three-eent stamp to 
each certificate so tendered, and give 97 
cents in merchandise to the purchaser for 
each certificate. When the merchant or 
any succeeding holder uses the certificate 
he must attach a stamp also.

The redemption of the certificates is 
assured for the reason that the funds re
ceived from the sale of the stamps are 
deposited in a special account by the city, 
and when the entire issue has been pre
sented for redemption the city will have 
collected $1.08 for each certificate issued. 
The extra 8 cents has been more than suffi
cient to pay the cost of printing the cer
tificates and the stamps.

The “ scrip” was originally issued in 
payment of labor on the city streets, un
employed heads of families being hired

and being paid 20 cents per hour for 
eight hours, $1.00 in “ scrip” and 60 cents 
in cash being paid. The city planned to 
issue $300, and this amount has now been 
issued.

The “ scrip” passes about as follows in 
actual practice: It is first handed to the
laborer by the city and he passes it to one 
of the local merchants and receives 97 
cents’ worth of merchandise, the merchant 
attaching a 3-cent stamp. The store 
owner cannot use it to replace the goods 
which he has sold and cannot pass it to 
the farmer whose produce he purchases, 
and as a consequence the grocer passes 
it to the meat market. From there it 
passes to the clothing merchant, then to 
the coal dealer and back to the grocer 
who starts it out on the same round again. 
The result is, for all practical purposes, 
that the city issues a certificate which is 
worth 8 cents less than nothing and the 
merchants among themselves purchase 
35 of the 36 stamps at 3 cents each, in 
order to make it worth $1.00. The burden 
on the merchants probably will be lessened 
to some slight extent for the reason that 
once each month the certificate likely will 
be handed to the city in payment of light 
and water bills and in turn passed on to 
city employes and laborers. But the 
great part o f the burden will fall on the 
merchants who had hoped that the 
scheme might be of benefit to them.

Has Missed the Mark
I f  the “ scrip” was issued as a relief 

measure, it appears that the burden has 
been placed upon the merchant instead 
of the taxpayer. It is true that the “ scrip” 
when originally issued did create $300 in 
relief work and helped the general situa
tion to that extent, but its further use has 
done practically nothing to create more 
work and it must be borne in mind that 
it will require sales to $10,800 to retire 
the issue.

I f  the “ scrip” was issued in the hopes 
that it would stimulate business it seems 
to have missed its mark inasmuch as 
there is no incentive to get rid of the 
“ scrip.”  The holder pays no tax until he 
spends it and as consequence is inclined 
to hold it for the payment of some bill 
such as his light and water bill at the end 
of the month. There doesn’t seem to be 
any wide enthusiasm among the merchants 
for the plan. The chain stores do not 
accept it. Some of the independent mer
chants in competing lines feel that it has 
furnished them some sales which they 
would not have received otherwise. This 
item is of little importance for the reason 
that the independent merchants, as is the 
case in most small towns, do not patronize 
the chain stores except to a small extent 
and after the “ scrip” has passed from the 
laborer it is chiefly used by the merchants 
to swap among themselves. It is also 
true that the bulk of the “ scrip” finds its 
way to the cash registers of the merchants 
who deal in the necessities of life. A 
recent checkup was made, and $210 of 
the $300 issue was located in the hands 
of 10 merchants. Its sponsors state that 
at least 25 per cent of the issue has been 
disposed of to delegations from outside 
towns who have visited Hawarden and 
to others who have purchased it by mail, 
so that it is likely that 90 per cent of the 
amount still in circulation was in the 
hands of these 10 merchants when the 
checkup was made.

A Limit
There is also a definite limit to the 

amount of a merchant’s sales for which 
“ scrip” can be accepted. In the case of 
the grocer whose gross profit probably 
does not exceed 25 per cent he cannot use 
it to replace goods on his shelves. As a 
consequence if more than 25 per cent of 
his sales were paid for in “ scrip” he would 
either have to refuse to accept any fur-

A  RESIDENT of Hawarden says: —  "Few of our citizens are out
spoken against the plan, although we know that some o f the 
merchants who accept "scrip”  at their stores are not in favor of it. 
They feel that it is virtually a sales tax, paid by the merchants, but 
they accept it because they do not want to be singled out as 
"pikers” . The banks do not accept the scrip.”
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ther amounts or would have to hold it for 
a later date, and draw on his real money 
balance to replace the goods. But in 
practice he cannot accept 25 per cent or 
half this percentage of his sales in “ scrip.” 
The owners of the business buildings do 
not accept it in payment of rent. He can
not use it to pay taxes or his telephone 
bill. He cannot use it to pay the rent on 
his home and for the same reason his 
clerks cannot accept more than a small 
portion of their wages in it.

It looks now like many of the mer
chants accepted the plan without giving

A PPY NEW YEAR AND I DON’T 
MEAN M A Y B E !

There are still more things to 
make us happy than unhappy if we will 
only think about them.

The trouble is, we allow the twin de
mons, fear and worry, to take all of our 
time and thought and consequently, we 
never seem to have any time to be happy 
— or at least as much time as we should 
for a cheerful smile and a kindly word.

GEORGE A. STARRING, Executive 
Manager of the South Dakota 

Bankers Association, announces that at 
the annual winter meeting of the execu
tive council, they voted to discontinue the 
publication of the “ SUNSHINE BANK
ER” and that the association is to be 
kept informed through mimeographed bul
letins and special printed material when 
a case may require it.

State Bankers Associations have just 
as much business in the publishing busi
ness as they have in the manufacturing of 
adding machines or typewriters and they 
have no business in either.

IHAYE been receiving a series of anon
ymous letters postmarked Chicago, 

which have been saying things and imply
ing things about the A. B. A. Headquar
ters in New York.

It seems to me that the author should 
make himself known and present his 
story to the Executive Council where his 
statements could either be proven or dis- 
proven, and the whole matter settled once 
and for all.

THE Chicago Financial Advertisers 
Association celebrated M ILW AU

KEE DAY at their meeting last month, 
and invited the prominent bankers from 
the big Beer City to enjoy the festivities.

Northwestern Banker January 1933

much thought as to who would foot the 
lull and without much thought of the diffi
culties they would have in disposing of 
it. As it is generally used the merchants 
themselves are buying most of the stamps.

Neither of the two banks in Hawarden 
accept the “ scrip” in any transactions. 
It would be practically impossible for 
them to do so, as their customers would 
not accept it in change and the whole issue 
would probably be deposited each day. 
In consequence of the banks’ refusal to 
accept the “ scrip” it has had no effect on 
the banking business.

At the evening program, which was held 
at the Medinah Athletic Club, a burlesque 
radio program Avas part of the entertain
ment, and W ILLIAM  H. MAAS, A7ice 
president of the DE PUY PUBLICA
TIONS, impersonated the Family Banker, 
which is the NORTHERN TRUST COM
PAN Y’S Friday night radio speaker.

After giving a recitation of the bank’s 
accomplishments in more or less a bur
lesque style, Mr. Maas referred to the 
bank’s heavy fan mail and said, “ It is so 
heavy Ave have had to place three liigh- 
poAvered vice-presidents in charge of 
ansAvering it. Let me give you just a few 
samples:

Great Lakes Training Station. 
“ Dear Family Banker:

I f  you Avere an officer in the navy, as I 
am, and had cut your hand badly in open
ing a bottle of Avine, Iioav would you re
port it to your superior officer?
(Signed) Lieutenant All Cut Up.

“ We replied:
Dear Lieutenant All Cut U p: Your 

problem is simple. Merely report to your 
superior officer: Serious accident to
man-of-war in attempting to get into port.

Hyde Park.
“Dear Family Banker:

Recently I had a very bad attack of 
kleptomania, which AVas folloAved by no 
end of trouble. What would you advise.

(Signed) Betty Larceny.
“ Dear Betty Larceny: The next time

you have an attack of kleptomania I 
would advise you to take things quietly 
and you Avon’t have so much trouble.

Rogers Park.
“ Dear Family Banker:

I suffer from pink tooth brush. What 
should I do?

(Signed) Fal-Set-O.

“ Dear Fal-Set-0 : I f  you suffer from
pink tooth brush, why don’t you get a 
green one?

Evanston, 111.
“ Dear Family Banker:

My feet burn every day. Do you think 
a mustard bath Avould help?

(Signed) Sorefooties.
“ Dear Sorefooties: By all means take

a mustard bath. There is nothing better 
than mustard for hot dogs.

Gary, Ind.
“ Dear Family Banker:

I read today that a young man threAV 
his cousin out of the AvindoAV. What do 
you make of that?

(Signed) Worried Parent.
“ Dear Worried Parent: I Avould say

that’s a case where youth has had its 
fling.”

A S. LUND, Avho is helping Avith the 
, liquidating of the First National 

Bank of Adams, Minnesota, sends me the 
folloAving story about a bull— perhaps it 
is the same one that we have seen in the 
tobacco advertisements, I do not knoAV. 
AnyAvay, here is the story:

“ A  neAvly appointed rural manager of 
a Loan Agency was instructed by the head 
office to report on a past due note secured 
by a chattel mortgage on a pure bred bull 
and to ascertain whether the animal was 
in good condition and if any additional 
security should be taken. The promisor 
turned out to be very cantankerous and 
the manager Avas chased off the place by 
the angry bull. He Avired his report to 
the head office as follows:

“ ‘Loan slow but bull fast. Counted 
tAvo dogs and a shotgun not included in 
our mortgage.’ ”

FREDERICK R. JONES, Vice Presi
dent of the First National Bank of 

Sioux City, and President of the Ida 
County State Bank at Ida Grove, and the 
Holstein State Bank at Holstein, reports 
a very good record for these institutions 
for the past year.

HARRY B. CARSON, secretary of 
the Mill 0  wners Mutual Fire Insur

ance Company of Iowa, returned recently 
from a business trip to Canada, and 
brought back to me an editorial in “ The 
Mail and Empire” , a daily paper of 
Toronto, on the subject of “ U. S. Cannot 
Collect Debts Without Ruining Itself.”

In this editorial it said, “ The debts 
cannot be paid in gold because, Avith in
terest, they Avill amount to twenty billion 
dollars and there is only eight billion 
dollars of gold in the world outside of the 
United States treasury. The debts cannot 
be paid in the domestic currencies of the 
various debtor countries because the 
United States does not want French 
francs or any other continental coinages. 

(Turn to page 18, please)
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This window display of tailor made clothes tells its own story of how the First National Bank of 
Council Bluffs cooperates with the business firms of that city.

W indow s that W in  Customers
How two banks in Council Bluffs, Iowa, use their windows 

to obtain and retain Good-will

W INDOW space that was formerly 
wasted has been put to work by 
two Council Bluffs, Iowa, banks, 

and as practically costless advertising is 
bringing in dividends today.

Making much of little, the Council 
Bluffs Savings bank has found its tiny 
ey2' x 3' x 3y2 window which is level with 
the sidewalk and on the corner of Broad
way and Pearl, the two main streets of 
the city, an unusually valuable advertis
ing medium.

“A  bank cannot show some silver and 
bills and say, ‘We deal in money’ like a 
dry-goods store,”  points out Edwin Spet- 
man, assistant cashier of the bank, who 
was the first to see the possibilities of the 
little low window. “ It must show some 
service that it gives or gain attention by 
showing some service of its customers.” 

Mr. Spetman has found that displays 
in motion, or figures which suggest action 
are the best advertisements and for this 
reason the window display is usually like 
a scene from a play. The yard-wide sill 
of the window forms the stage for dolls, 
toy automobiles or street cars. One time 
the tellers of the bank were busy making 
an encampment of paper tents for an 
army of tin soldiers.

Easter Display
As an Easter display, a live rabbit and 

her two babies entertained crowds in front 
of the bank window all day and evening 
where a poster gave the bank’s advertising 
message. The toy figures in each display 
are saved and often used in another 
scene.

“ A  strong bank since 1856” is the chief 
advertising slogan of the Council Bluffs 
Savings bank and this was particularly 
stressed last year when the bank cele

brated its seventy-fifth anniversary. Every 
month calendars were mailed to the citi
zens of Council Bluffs which carried pic
tures of some important event in the 
history of the city as well as an advertising 
message of the bank. Newspaper adver
tising reiterated the message and some 
related scene was shown in the bank’s 
window. This three-fold advertising was 
especially effective.

Reasonable Cost

Around the corner from the front win
dow of this bank is a similar one that is 
used to display thrift or savings messages 
in various ornamental frames.

An attractive vacation scene, a com
fortable looking little house and garden

all in miniature, have been used in the 
window to demonstrate the value of a 
savings account. Parts of the display are 
made by Mr. Spetman or bought at the 
10-cent store. The cost of such advertising 
is practically negligible.

Educational
Emphasizing educational advertising, 

the First National bank endeavors to 
change the display in its front window 
every 10 days or two weeks. Attractive 
points about the institution itself as well 
as general thrift or safe savings messages 
are spread before the public in the eye- 
level window.

This Avindow, facing on Broadtvay, is 
seen repeatedly by thousands of persons. 
It measures 11 feet long, about three feet

The Council Bluffs Savings Bank has made good use of a small corner window, level
with the sidewalk.
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deep, and the background of the display 
is usually two feet high.

Besides advertising the bank itself, 
this window is often at the service of cus
tomers or prospective customers of the 
bank and their displays indirectly adver
tise the bank through the good will ac
quired and the attention focused on the 
building. The customers, of course, pro
vide the display and the advertising is then 
free to the bank.

“ We feel that it is particularly valuable 
to advertise to the high school students 
who will carry our message into their 
homes,”  Karl Kalde, auditor of the First 
National bank and in charge of the win

dow, states. “ Our windows are always 
ready to display advertisements o f their 
debate tournaments or plays or trophies 
they have won and hope to win.”

An expensive display of dolls dressed 
in tailor-made suits was prepared by a 
national tailoring firm and loaned to a 
local store. The owner used it for one 
week and then it was moved to the bank’s 
window where it carried the store’s name 
as local agent for the suits displayed. 
This particular advertisement was com
mented on by many of the bank’s cus
tomers and the quality appeal of the 
suits was useful to the bank as well as 
to its good customer, the store owner.

Special holiday displays are ahvays 
prepared and put in the window at least 
a week before the date. Last year Mr. 
Kalde has emphasized the Washington bi
centennial celebration in several of his 
patriotic holiday displays.

A  wide window sill, a little time and 
ingenuity, some bright paint for the 
posters, and possibly an electric light for 
use at night are the essentials for profitable 
window advertising in any bank. The 
men in charge of the Council'Bluffs bank 
window displays have found the work of 
making them almost as interesting as the 
public that sees them.

y

A  New Bond Investment Trust
A NEW type of bond investment to 

be known as North American 
Bond Trust Certificates will soon 

be offered to investors throughout the 
country by leading investment houses and 
banks in all the principal financial cen
ters of the United States. Created for 
the purpose of making available diversifi
cation in bonds comparable to that 
obtained by the largest institutional bond 
buyers, such as insurance companies, this 
security provides at its inception an 
ownership in bonds of 200 selected issues. 
No previous bond trust has attempted to 
provide so large a portfolio.

Distributors Group, Incorporated, one 
of the largest distributors of group hold
ings in the country, is sponsor of the new 
security. City Bank Farmers Trust 
Company is trustee.

In announcing North American Bond 
Trust Certificates, Hugh W. Long, presi
dent of Distributors Group, said: “ We
have had one aim in view— to obtain for 
investors a high degree of safety of prin
cipal and income. Institutional investors 
have demonstrated that there is only one 
sound approach to this objective and that 
is through careful selection, broad di
versification, and continuous supervision.

A Year of Research
“ North American Bond Trust is the 

result of more than twelve months of re
search and investigation during which 
more than 2,400 separate bond issues were 
analyzed and several hundred investi
gated in minute detail.

“ Approximately 80 per cent of the is
sues are secured by mortgage. C orp orate 
issues are for the most part secured by 
obligations o f operating companies. All 
the issues initially deposited, except 
equipment trust certificates, are listed or 
commonly dealt in on the New York Stock 
Exchange or the New York Curb Ex-

Northwestern Banker January 1933

change. As a group the corporations 
whose bonds are held do business in every 
state of the United States. Utility bonds 
include obligations of operating compa
nies doing business in 41 of the 48 states. 
All the corporations earned their fixed 
charges during the fiscal or calendar year 
covered in the latest available published 
reports.”

To be eligible for the portfolio bonds 
must conform to restrictions fully set 
forth in the trust indenture and be ap
proved by a research department. In 
general, bonds must be: (1) Obligations
of the United States, Canada and certain 
provinces of Canada; (2) Bonds guaran
teed by these governments; (3) Bonds 
o f corporations organized under the laws 
of the United States and Canada whose 
principal business is done in these coun
tries; bonds, unless otherwise provided, 
must be outstanding in the amount of at 
least $5,000,000; corporate bonds are 
required to show a ratio of earnings to 
fixed charges over specified periods, com
puted on the “ over-all” basis, which con
form to prescribed standards set forth 
in the trust indenture.

Bonds may be eliminated from the port
folio at any itme for any sound long term 
investment reason, but the decision to 
eliminate must be concurred in by inde
pendent investment counsel selected by 
the trustee or, in case of disagreement, by 
the trustee itself.

A Different Type
“ North American Bond Trust certifi

cates are a departure from the pattern 
of the common stock ‘fixed’ or unit type 
trust,”  Mr. Long pointed out. “ The prin
ciple of the unit type trust is identity 
o f units. In this trust a principle of 
identity of values has been followed. It 
is a commingled fund type trust. Bonds 
need not be selected from any given list

o f obligations. It is only necessary that 
they measure up to standards established 
in the trust agreement. The depositor 
may continue to deposit bonds of the 200 
issues initially deposited (except that no 
more than 2 per cent of the principal 
amount of the deposited bonds may be in 
issues of any one corporation), or any 
other bonds which meet the requirements. 
Sums received from the purchaser of cer
tificates, excepting an initial charge for 
creation and cost of distribution are in
vested in additional bonds which become 
part of the deposited property. Each 
certificate is therefore at all times equal 
in value to every other certificate of the 
same denomination. Where the cost of 
a bond is not exactly equal to the sum 
to be invested the cash remainder is also 
deposited with the trustee and held by 
it until sufficient for the purchase of 
additional bonds.”

In addition to an initial charge of five 
points per interest to cover the cost of 
creation and distribution, which is in
cluded in the offering price, provision is 
made for continuous investment supervi
sion and trustee’s fees for the life of the 
trust through a semi-annual charge at 
the rate of per cent per annum com
puted on the daily value of the deposited 
property.

Change 
Interest Rate

The member banks of the Cedar Rapids, 
Iowa, Clearing House Association an
nounce that “ Effective January 1, 1933, 
the rate of interest to be paid on time 
and savings deposits shall be 2^ 2  per cent 
per annum on such deposits evidenced by 
pass books, and 3 per cent per annum on 
such deposits evidenced by certificates of 
deposit issued for a period of not less than 
six months.”
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W h a t South Dakota Bankers Think
of the Check Tax

Results of a survey made by George Starring, Executive Manager of the 
South Dakota Bankers Association, which offers some interesting facts 

and figures on how the tax operates in that state

E ARLY last September the South 
Dakota Bankers association mailed a 
questionnaire to member banks to 

get their slant on the practical application 
of the tax on checks. In November the 
association sent another questionnaire in 
order to obtain a comparison for the tax 
collected for the months of July, August 
and September.

One hundred and eighty-two banks, or 
75 per cent of all the banks in the state, 
sent in their questionnaire blanks to the 
second survey, and the information sup
plied by them should give us an excellent 
cross-section for this state.

Tax Collected
(a) July, $13,518.31— an average o f 

$74.22 per bank.
(b) August, $12,532.95— an average of 

$68.86 per bank.
(c) September, $12,260.25— an average 

of $67.47 per bank.

Collection Costs
This question was answered by 153 

banks, the total being $6,295.27, or an 
average of $41.14 per bank.

One hundred and thirty-eight banks 
observed that they had noticed an appre
ciable closing of accounts, while 32 an
swered “ no” to this question. The num
ber of profitable accounts lost was reported 
as 2,009, totalling $401,091.22, an av
erage of $5,078.37 per bank for the 79 
banks which reported on this point. This 
is an average of $199.64 per account. 
Sixty-seven banks reported 2,663 un
profitable accounts closed out, totalling 
$126,401, an average of $1,886 per bank, 
or $47 per account.

Check Activity
As to whether banks have noticed a 

decrease in checking activity, whether by 
check or non-taxable receipts, 139 banks 
said “yes” and 24 said “ no.”

Relation of Items
One hundred and sixty-five banks esti

mated the average of taxable checks and 
non-taxable items paid during these three 
months. The total average of taxable 
items is 88 per cent and for non-taxable 
items 12 per cent.

No banks reported the adoption of any 
special charge to cover the cost of this

work. (In the September survey, we 
asked the banks to indicate what charges 
they levied for handling “ self-orders.” 
We found that a number of banks were 
making a charge for this service, but that 
there was no uniformity.)

Reaction
This question sought the reaction of 

the banks and their customers relative to 
the tax on checks as follows:

(a) Is present method satisfactory to 
customer? 47 yes, 101 no. Is it satis
factory to the bank? 42 yes, 97 no.

(b) Is a stamp tax preferred by the 
customer? 41 yes, 92 no. Is it preferred 
by the bank? 58 yes, 79 no.

(c) Is the customer opposed to both 
the present method and the stamp tax? 
24 yes, 4 no. Is the bank opposed to both 
the present method and the stamp tax? 
122 yes, 12 no.

(d) As to the sub-question, “ What is 
suggested as a substitute, bearing in mind

"'OUR LOSS due to this tax is
more than double the amount the 
government collects” / says one 
South Dakota Banker. Another 
reports: "O u r deposits have
declined about $50,000 since 
the check tax went into effect” .

that some revenue is necessary to balance 
the budget,” we obtained the following: 
The replies did not differentiate between 
the customers’ reaction and the opinion 
of the bankers ; therefore, we do not know 
w'hich is which, but we found 54 sugges
tions for a sales tax, 10 suggestions for a 
liquor tax, 17 suggestions for reduced 
governmental costs, 6 suggestions for 
income tax.

What Some
of the Bankers Say

“ YOU REMEMBER the drive last 
winter to get hoarded money into circu
lation. When the check tax went into

effect, it is our observation that a greater 
amount went back into hiding than had 
been there before. We hear more com
plaint about the 2 cent tax than we ever 
heard from our service charge.”

“ THE PRESENT method of tax is 
possibly satisfactory from customers’ 
standpoint as any but is resented by ma
jority of them. From our viewpoint it 
would be much better on a stamp tax basis 
as that relieves the bank of responsibility.” 

“ I BELIEVE it best to leave this 
check tax alone. The public is getting 
used to it and it certainly is better than 
if everyone had to carry a bunch of tax 
stamps with him.”

“ THE CHECK tax was directly re
sponsible for a reduction of one employee. 
Therefore increased unemployment. This 
reduction covers only half our loss in 
activity charges. Everybody is reducing 
use o f bank checks to lowest possible 
number.”

“ OUR LOSS due to this tax is more 
than double the amount the government 
collects.”

“ THERE IS not much money in the 
country and if smaller accounts are to 
be lost because of the tax, it is going to 
be hard for banks to do any loaning at 
times when money is needed.”

“ THE PRESENT method of collecting 
this tax is an outrage. Tonight, the last 
day of the month, we will be here until 
midnight. Then it takes about two more 
full days to check through all accounts to 
arrive at balance due the government. 
At threshing time this fall we witnessed 
a number who would demand cash, saying 
they were not going to pay 2 cents for 
every check. These people used to have 
good checking accounts. This attitude is 
cumulative because he will pay his neigh
bor in cash and then others do the same.” 

“ THERE' ARE quite a number of cus
tomers not depositing and practically 
everybody using more cash in making 
payment of bills, so practically all salary 
checks in town here are cashed over the 
counter and if it was not for revenue 
charge, most of this money would be left 
on checking account. All grain tickets 
have been paid in cash.”

(Turn to page 33, please) 
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A D V A N T A G E S  of the

Canadian Banking
“ In comparing the banking systems 

of Canada and the U nited States 
one is im m ediately struck by  
some outstanding differences. In 
Canada all banks operate under 
federal charter; there are no p ro 
vincia l or state banks (provincia l 
savings offices, operated by  some 
o f the provinces, are not banks, 
and should not be confused w ith 
them). The Bank A c t  of Canada 
is the charter under which all 
banks operate, and as this A c t  is 
subject to period ica l revision by 
parliam ent, it is apparent that 
the peop le , through parliament, 
ha ve the power to revise their 
bank charters from tim e to time 
as experience may d ic ta te .“

DURING 1931 no fewer than 2,298 
banks in the United States sus
pended payment. Their liabilities 

to depositors exceeded 1,691 millions of 
dollars. In the same period 276 banks 
reopened, with liabilities to depositors 
amounting' to 158 millions. The net sus
pension was 2,022 banks with liabilities 
to depositors amounting to 1,533 millions.

In the same period no Canadian hank 
went into suspension. Indeed, one has 
to follow Canadian bank history back to 
1923 to find the latest instance of a bank 
failure in that country. Then he will 
find another gap of nine years>—to 1914— 
a gap which includes the period of the 
war, without a bank failure.

The contrast provokes inquiry. Have 
the banks o f Canada, particularly during 
the period of the well-known depression, 
escaped a financial strain similar to that 
which has been felt in the United States ? 
Have the Canadian banks enjoyed im
munity from failure because of fortunate 
conditions for which they can take no 
special credit? Or is the difference in 
record due mainly to bank structure and 
banking practice?

An explanation might readily be 
offered in the suggestion that Canada has 
suffered less acutely during the world 
trade and financial crises than has her 
neighbor. To measure the comparative 
impact of the depression upon the two 
countries is perhaps impossible, and at 
any rate is outside the scope of this ar
ticle; but the natural resources of Canada 
and the United States are, in general, so 
alike, and the methods o f production and 
distribution so nearly identical, that what
ever affects one may be assumed to affect 
the other to a somewhat similar extent.

There are grounds upon which it may 
be argued that, theoretically, the depres
sion should have fallen more heavily upon 
Canada than upon the United States.

Northwestern Banker January 1933

System
Canada is much more dependent upon 
external markets for the sale of her prod
ucts. In 1929 she exported goods and 
commodities to other countries to the 
value of $141 per capita of her popula
tion, while exports from the United States 
amounted to about $45 per capita.

Canada’s greater proportionate de
pendence upon outside markets and 
world conditions generally is therefore 
apparent. Moreover, Canada’s exports 
consist largely o f primary products in 
which the collapse of prices was most 
complete— wheat, raw minerals, forest 
products, paper.

It hardly can be contended that the 
winds of depression were ’specially tem
pered to the Canadian lamb— lambs neatly 
and closely shorn, just as in the United 
States— but rather that the banking 
structure of Canada stood up under a 
pressure quite as great as that which ex
isted south of the border, and, by stand
ing up, protected its depositors and the 
country from any serious collapse.

In comparing the banking systems of 
Canada and the United States one is im
mediately struck by some outstanding 
differences.

In Canada all banks operate under

“ It is not to be suggested that bank 
failures are unknown in Canada. 
Between 1 867 and 1 923 , Canada 
had tw enty-six bank failures. In 
tw enty-four instances the note
holders were paid in fu ll and in 
thirteen instances the depositors 
also were paid in fu ll. There has 
been no default of a Canadian 
bank note since 1881. The fact 
that, through the 'no te redem p
tion  fu n d ,’ each bank is in 
d ire c tly  responsible for the notes 
of ail other banks, no doubt 
discourages destructive tenden
cies and contributes to the strength 
of all. N o  d iv idend  may exceed 
8%  unless a bank has a reserve 
equal to at least 3 0 %  of its paid- 
up capital, and rig id  inspection 
by  government officers insures 
strict com pliance with the law ."

— December "Rotarian’ ’

By ROBERT J. C. STEAD
Director of Publicity, Colonization 

Department of Canada

federal charter; there are no provincial 
or state banks (provincial savings offices, 
operated by some of the provinces, are 
not banks, and should not be confused 
with them). The Bank Act of Canada 
is the charter under which all banks op
erate, and as this act is subject to peri
odical revision by parliament, it is 
apparent that the people, through par
liament, have the power to revise their 
bank charters from time to time as expe
rience may dictate.

The Bank Act provides that the capital 
stock of a bank shall be not less than 
$500,000 divided into shares of $100 each. 
This amount of stock must be subscribed, 
at least half of it must be paid up, and 
the sum of $250,000 must be deposited 
with the government before a bank can 
receive its charter. There are, therefore, 
no small banks in Canada.

It is also provided that each bank must 
have at least five directors, that each 
director must be the owner of stock in 
his own right on which at least $3,000 has, 
been paid, that the majority of directors 
must be British subjects domiciled in 
Canada, that all officers, clerks, and serv
ants must be bonded, and that all stock 
carries with it double liability in case the 
assets of a bank should be insufficient to 
meet its obligations.

Banks are permitted to issue notes 
(bills) of the value of five dollars and 
multiples thereof to an extent not ex
ceeding the amount of unimpaired capital 
and the amount of gold coin and Domin
ion notes held for the bank by the Central 
Gold Reserves. There is provision for a 
limited expansion of the issue during the 
period in which the wheat crop is moving 
to market. All banks are required to 
contribute a sum, based on their note 
circulation, to a fund which is available 
for the redemption of notes of any bank 
which may fail. In 50 years no Canadian 
bank note has failed to be redeemed at 
its face value— a fact which does not 
seem to be known in many parts o f the 
United States, where Canadian bank 
notes are regarded with an uncertainty 
bordering upon suspicion.

It has already been said that there are 
no small banks in Canada, the minimum 
capital for any bank being at least half 
a million dollars. The smaller commu
nities, which could not of themselves

(Turn to page 47, please)
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D ISAD VAN TAG ES of the

Canadian Banking
System
FOR reasons best known to them

selves, some of the leading men in 
finance and in Congress have been 

running ahead and beckoning people of 
the United States towards the most 
revolutionary change ever made in their 
system of banking. But if one will note 
the sources from which this agitation is 
being fed, perhaps he will better under
stand why certain men are wishing to 
overthrow the historic position of the 
unit bank along with the constitutional 
right of each separate state to govern 
branch banking within its own borders.

These men realize that under United 
States governance, state laws upholding 
the integrity of unit banking afford an 
impregnable defense against the aggres
sion o f branch-bank promotion. They 
realize also that every reasonable priv
ilege for which they are contending in 
the name of branch banking as a proc
ess, may be bestowed by state law where- 
ever branch banking is or has been de
termined to be in the public interest 
within any state.

Hence it is evident that branch bank
ing independently imposed by any sort 
of federal law— as in Section 19 of the 
Glass Bill now before Congress— is mere 
camouflage for setting up a nationwide 
system of branch banks and for bring
ing commercial banking more and more 
under quasi close-corporation control 
such as that which now prevails in 
Canada. The ruling motive is to domi
nate bank credit of every description 
in the United States and, incidentally, 
to have it minister to the purpose of big 
banking and big business. Despite the 
fact that the Federal Reserve Act was 
designed to forestall centralization of 
banking power in this country, the cam
paign for centralization has now been 
taken, up in part within the Federal 
Reserve System itself.

The people of the respective states 
are, of course, best abe to decide about 
state-wide branch banking according to 
their peculiar business needs. Equally, 
they have not asked the federal gov
ernment to step in and make the exten
sion o f state-wide branch banking (ab
sentee banking) the first order of busi
ness in every non-metropolitan city and 
in every town and rural district in the 
states. On the contrary, the people in 
nearly all of the states have long recorded

By CHARLES F. ZIMMERMAN
President, First National Bank, 

Huntington, Pa.

their decisive purposes in opposition to 
any such specious and dangerous pro
gram. It is clear, therefore, that Sec
tion 19 is merely a way-station.

It would be invidious to refer to those 
comparatively few men in private life 
who thus far have endorsed this extreme
ly radical federal proposal. I f  the lay 
reader will be but mildly observant, he 
will find that, for the greater part, they 
are men who have a stake in holding- 
company (group) banking, together with 
bankers and business men whose inter
ests or bank connections center around 
the distribution o f securities. Be it 
known that these folks are rather gun- 
shy when they come to the point of 
asserting that states’ rights should be 
dealt the death blow now prescribed by 
the Glass Bill. They keep on trying, 
nevertheless, to bolster their faulty logic 
by evading this stubborn barrier to Sec
tion 19, and by talking about branch 
banking in purely general terms.

One of the ace-high analogies most 
frequently cited is the stability of Can
adian (branch) banking as compared 
with that o f the United States. The 
consideration is by no means far fetched. 
An editorial in a recent issue of the 
Saturday Evening Post, “ Lessons Must

"O n c e  the Canadian business 
man becomes a bank borrower 
under the banking laws of h is 
country, a heavy hand is laid 
upon him. H e may not deal 
with another bank or seek to 
raise funds from any other source, 
unless he first gets the consent 
of his cred itor bank. Should he 
do so and be found out by  his 
bank, he is placed on the black 
lis t’ . H e has, of course, no 
o p p o rtu n ity  to deal personally 
w ith the actual loaning officers 
o f his bank, except when m erely 
nominal amounts are involved. 
H is bank loans can o n ly  be of 
the se lf-liqu idating  sort and are 
not available even in part for real 
estate or equipm ent used in the 
conduct o f business.”

— January "Rotarian"

"This Canadian banking law, de 
signed prim arily  to make the 
banks safe, turns all merchandise 
into collateral security for bank 
loans. The real owner o f the 
merchandise or business is little  
more than a partner whose in 
terests and authority are subordi
nated to those of his bank. 
F iguratively, the bank has the 
right, if it cares to use it, to say 
‘ Hands up !’ to all other common 
creditors in the ordinary course 
of business, and the bank may 
walk o ff w ith their property  in 
the hands of the bank’s debtor, 
should it so decide. V e ry  
naturally, the bank credit system 
of Canada gives rise to deep- 
seated animosities and dissat
isfaction. It inev itab ly  results in 
credits being r ig id ly  restricted or 
loans being called in one section 
of the country where cred it is 
needed, w hile  at the same time 
credit is being expanded in 
another. The particular com 
m unity thus becomes a mere 
inc iden t in the minds of the men 
directing the banks' loaning 
p o lic ie s .”

Be Learned,”  has given an impetus to the 
Canadian idea. There have been many 
bank failures in the states; Canada has 
had none during the prevailing unpleas
antness. How much better it would be 
to have a system of banking patterned 
after the Canadian system? The man 
on the street car asks : "W hy not ? And 
those who have been running ahead are 
too hurried to give him the right answer. 
The Post editorial presents a number of 
salient facts about the Canadian system, 
but the writer missed just about every 
fact on which to base the inevitable con
clusion that it is wholly unsuited to the 
free spirit of the United States com
merce and form of government.

One could not wish for a more conclu
sive method of estimating the relative 
merits o f free banking and controlled 
banking than by comparing the banking 
systems of the United States and Can
ada. We realize Canada’s system of 
banking is based upon flats issued with 
precision and finality from a head office. 
The Canadian business man, who secures 
credit at his bank, soon discovers that 
he is serving a strict master. These 
credits, the conditions of which are fixed 
by absentee bankers, have a direct bear-

(Turn to page 48, please)
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A  Plan for
Stabilizing Bank Deposits

The ideas presented here constitute neither a guaranty 
nor insurance, in the proper sense of those words. 
What is suggested is a law for the greater security of

bank deposits

By OLIVER W . STEVENSON,
Attorney, Fayette, Iowa

EVERY bank depositor in these times 
probably wishes that greater safety 
of his deposit could be assured in 

some way. No very satisfactory plan for 
guaranty or insurance of all deposits at 
all times seems to have yet been discovered 
in any of our states.

Plans have been tried that might in 
ordinary times give some protection 
against the occasional failure that results 
from trouble concerning only an individ
ual bank. Such plans have not met with 
general favor among the best bankers 
because of the burden imposed upon good 
bankers to pay for the mistakes of poor 
bankers over whom such good bankers 
have no satisfactory control. No plan 
adopted by any state appears to have 
protected the people from “ bank troubles” 
during the last few years. There is a 
general demand for new laws to safeguard 
bank deposits.

Worry About Each Other
Probably the greatest peril to banks 

and the greatest cause of worry to de
positors for three years or more has been 
the possibility in law of certain scared 
depositors under panic conditions, calling 
for payment of their funds and collecting 
same to the unnecessary embarrassment 
of the bank and its borrowers, and to the 
eventual detriment of depositors who did 
not withdraw their funds before a bank 
was closed.

My experience as a bank director and 
as an attorney in addressing mass meet
ings o f bank depositors during the last 
year in about a dozen different towns of 
northeastern Iowa, has convinced me that 
depositors really worry more about each 
other than they do about their bank. 
Most depositors are willing to recognize 
the difficulties of the present banking 
situation and are Avilling to make some 
sacrifices, and to ever endure losses on 
deposits with fairly good spirit if they 
are only assured that other depositors in 
their banks who ought to suffer in the 
same way, are going to do so. The exist
ence of that spirit of fairness has made 
bank “ waiver campaigns” possible over 
a great part of this state, and in other 
states.

Few banks become insolvent in a short 
period of four months. Few bankers 
really know just when their own institu
tion passes the insolvency line. It is a 
delicate matter to determine just when a 
particular bank should discontinue busi
ness.

An idea has come to me for an amend

ment of banking laws that might discour
age “ runs”  upon banks, or even “ slow 
withdrawals,”  and that might insure a 
more equitable sharing of losses among 
depositors when a bank closes. Numer
ous assurances from bankers and others 
that there may be some merit in the idea 
leads me now to submit it to the public 
for consideration.

Expressed briefly the plan is that our 
banking laws be amended so as to pro
vide that upon the liquidation o f a closed 
bank all net withdrawals of funds by 
depositors within some period ( say four 
months) prior to the closing o f the bank 
shoidd be deemed unwarranted prefer-

IN ADDITION to his legal prac
tice, Mr. Stevenson is a director 
of the State Bank of Fayette, 
trustee of Upper Iowa Univer
sity, ex-secretary of the Fayette 
County Farm Bureau, ex-mayor 
of Fayette, and owns and oper
ates several farms. The plan 
which he suggests has been 
submitted to the officers of the 
Iowa Bankers Association for 
the consideration of that organi
zation.

ences given to creditors of the bank, upon 
which withdrawals the Court could levy 
an assessment for the benefit of the re
ceivership f

My thought is that the customer who 
deposited funds within four months and 
withdrew them before the bank closed 
should not pay any assessment. The bank 
ought never to have taken his funds; it 
received same in trust if all circumstances 
are considered.

But the depositor who had funds in the 
bank four months before its closing and 
withdrew them, or reduced his account,

received an unjustifiable preference which 
should be righted so far as possible. The 
adjustment could he calculated as an ad
vancement to an heir would be calculated 
in the final distribution of an estate.

For the purpose o f determining the 
total amount of the estate (or bank as
sets) to be distributed the money ad
vanced to heir (or the fund unequitably 
paid by the bank) is considered as a part 
of the corpus of the estate (or of the 
cash assets of the receivership) and the 
just share of each heir (or depositor) 
calculated for such actual and advanced 
estate. Then the amount advanced on 
each share (or unequitably paid any de
positor) is deducted from his just share. 
The heir receives the balance due him, if 
any. The bank depositor would receive 
any dividend equitably due him or would 
be called upon to return to the receiver
ship any amount he had withdrawn in ex
cess of what he was justly entitled to.

Not 100 Per Cent Perfect
This jdan, like nearly every law would 

fail to work out 100 per cent justice. 
Sometimes the withdrawing depositor’s 
circumstances might change so that an 
assessment on his withdrawal could not 
be fully collected. In case of heavy with
drawals, such change would not be likely 
to happen within a few months, however.

The time limit set for assessable with
drawals must be some arbitrary period 
and would not operate to give perfect 
justice. Neither does the four month pro
vision in national bankruptcy law relat
ing to setting aside preferences to credi
tors operate to give perfect justice.

It may be urged that the introduction 
of such a measure into the legislature 
would start “ runs” on banks which would 
do damage that would more than offset 
any good the law could ever do. I f  the 
public mind was prepared for some such 
legislation, would “ runs” be liable to re
sult? On the contrary, would not the 
prospect for such a measure be a quieting 
influence upon the minds o f those cour- 

(Turn to page 46, please)
Northwestern Banker January 1933

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



17

W hen Bankers Play Bridge
THE bankers in this town attended a 

bridge pai’ty the other eve. One 
fellow-banker’s wife was out of 

town, so he invited us all down for a stag 
bridge party. There were 11 bankers and 
one stranger at the gate. The stranger 
said he thought he was a lamb among 
wolves, but we found out he was the wolf 
in lamb’s clothing.

I find that bankers at bridge, and 
bankers at work, are very similar. For 
instance, the partner has to have dog
gone good collateral to make a three no 
trump bid. I f  he makes it he knows his 
bridge, if he doesn’t, he knows his bank
ing. One officer remarked that bridge was 
like making a loan: “ You didn’t know
Iioav you were going to come out.” I knew 
how I ’d come out, but why make a charge- 
off before playing a hand?

Overdrawn
We got off to an early start with the 

president of one bank going down 200. 
He chuckled, “ Boys, I ’m overdrawn al
ready.” His opponent came back with, 
“ We don’t allow that in this institution.” 

I was having my usual run of luck, 
getting hump-backed trying to take the 
bid away from two stubborn opponents 
that held all the aces, kings, queens and 
jacks. I managed to snag the bid and 
ended up by going down 250. I found 
out right then I was supposed to have at 
least three honors and two other trumps 
before making a crack bid like that. Well, 
anyway, I acted nonchalant, “ I was merely 
indicating!” Going set is just one kind 
of fun with me, the trouble is getting a 
partner in the proper spirit of a good 
setting.

A Tenderfoot

Of course wye had one player present 
that had never played a game of bridge 
in his mis-spent life. I didn’t know there 
was so much luck in bridge. But there 
must be, because he managed to move 
from his table each and every time. While 
I and two of my cohorts remained at the 
same tables the whole blessed evening. 
Of course the chair I sat in was unusually 
comfortable, so that is the main reason 
why I didn’t move on. (That’s my state
ment to the press, anyway.) The new 
untried player opened the bid at our table 
with a bid o f : “ One of those clover leaf
things.”  After a short time we decided 
he meant clubs. A  word by word play 
followed. The new player gave me a little 
setting on one of my famous closed-eye 
bids. On the next hand lie would have 
laid me low again, but he played a king 
wrong. The rest of the evening you could 
hear him remarking from various tables,

By C. W . FISHBAUGH,
Shenandoah, Iowa

“ Boy, boy, I wish I had played that king 
different.”

After I had set a new record in going 
set without getting low score a prize was 
given. And the stranger at the gate car
ried it off. Were our faces red? (No, 
but our score was.) It just goes to show 
that bankers should stick to banking and 
leave cards to the lodges. But as I ’ve al
ways heard, unlucky at cards— lucky in 
loans.

The lunch was the good old stag line 
affair, three kinds of cheese, dill pickles, 
crackers, pretzels and Country Club. I 
tried all the cheese, but stuck to the dill 
pickles as being more dignified for a 
banker. Of course, with the lunch in full 
swing it was time for reminiscences and 
smoking. Several of the boys tried to 
blow smoke rings, some of them succeeded.

MEETING a vital need of the new 
day for banks and insurance com
panies with an informatory serv

ice, independent in character and fact
finding ability, unbiased and unfettered 
by underwritings, McFayden’s Investors 
Service, Board of Trade Building, Chi
cago, has made announcement of an in
tensive sales program throughout the 
middle west. The sponsors o f the service, 
headed by Temple McFayden, are men 
with a wide experience in investment bank
ing and have a large following among 
bankers throughout the Chicago trade ter
ritory.

Local interest in Iowa is attached to 
the plans of the organization through the 
added announcement that Emil Webbies, 
a former president of the Iowa Bankers 
Association, will take personal charge of 
the business in the state of Iowa. He has 
already started plans for a statewide or
ganization in the distribution of this serv
ice. He points out that the service is 
especially designed to fit the needs of the 
country banker.

In an interesting prospectus, attention 
is called to the threefold problems of the 
bank today: namely, investment of sur
plus and bond account; investment of 
customers’ money; and collateral. Each 
one of these problems is discussed in de
tail and weaknesses are pointed out in the 
present methods of operation and im
provements which should result from 
changes suggested.

The motion was made that bankers learn 
to blow a smoke ring that would spell 
“ NO” for using when being asked for 
loans. The motion Avas ruled down, as 
we were afraid too many customers would 
claim they couldn’t read. Anyway, no one 
offered to furnish free tobacco.

The talk drifted from Ivar Kreuger to 
college sociology and then down to Hindu 
fakirs and magic. The radio was going 
full blast, so orchestra music was dis
cussed. It was found by a rough vote 
that the favorite orchestra of this banking 
group was Wayne King, with Vincent 
Lopez corning in second.

The conversation drifted back to bank
ing, and then I knew it Avas time to go 
home. So we buttoned up our overcoats 
and stepped out to crank the car. A 
pleasant evening, bad bridge, troubles 
shelved and ready for a good sleep. So, 
boys, relax a little. Take an evening off 
and try bridge. I f  not that, flinch or 
checkers. Remember: “ All work and no 
play makes Jack a ‘dole’ boy.”

In addressing himself to the bankers, 
Mr. McFayden says:

“ We believe your investments require 
serious considerations— but, up to the 
present time, there has been no independ
ent composite service to which you could 
bring your case. We believe that a ma
jority of investment mistakes may be at-

EMIL W EBBLES
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tibuted to a lack of knowledge of the in
vestment and economic conditions as a 
whole. Most individuals and companies 
agree that their errors have resulted from 
lack of facts. We further contend that a 
a close check of successful investments will 
show them to have been made by a pur
chaser who knew what he was buying.

“ It is unnecessary to state that a se
curity can be good today and bad tomor
row. That is common knowledge. It is 
also time that an analysis of a bond list 
may be o f value now— and worthless next 
week. Constant checking of lists in the 
portfolio, against all information avail
able pertaining thereto, is necessary. In 
other words, presentation of facts, accur

ate and complete, is much better than 
using the “ Blindfold Test”  as many have 
done in the past.”

Ip commenting on this service, Mr. 
Webbles said:

“ During the many years in which I was 
connected with Iowa banks, I realized the 
necessity of the independent banker’s hav
ing some source of information upon 
which to rely, for obtaining unbiased facts 
pertaining to his investments.

“ When McFayden’s Investors Service 
came to my attention, and I discovered 
how it operated as a bank clearing house 
for information, I felt that a real oppor
tunity had come to me to be of further 
service to my community.

NEWS and VIEW S
(Continued from page 10)

“ The only remaining way of paying 
the debts is in terms of goods. That is 
to say, the United States must open its 
doors to foreign manufactures, foodstuffs 
and raw materials. It must buy annually 
from the rest of the world hundreds of 
millions of dollars more than it sells to 
the rest of the world.

“ It will thus be seen that our friends 
to the south of the international border 
are up against a stone wall of inevitability. 
They cannot collect the debts without 
injuring their own industries and starv
ing their own people. We do not know 
how long it will take for this truth to 
sink into the minds of the Washington 
Government and Congress, but there is 
no escape from the conclusion above 
outlined.”

Personally, it is my opinion that we 
may find it necessary to greatly reduce 
European debts due us, and possibly 
eventually cancel them, but that is rather 
a hard pill for the American public to 
swallow, especially so when our soldiers, 
and our money turned the tide in a con
flict which otherwise would have been 
disastrous to the allies.

I am sure that the United States 
should never reduce or cancel a single 
European debt unless it is agreed by the 
debtor nations that they will not take 
the money thus saved and turn around 
and increase their own armaments.

MR, AND MRS. H ARRY BERT 
CRADDICK, 2729 Irving Avenue, 

South, Minneapolis, Minn., announce the 
marriage of their daughter, Elizabeth 
Craddick, to Willis W. Tompkins in New 
York City. Mr. and Mrs. Tompkins will 
make their home in that city.

CHAUNCEY S. S. MILLER, Publicity 
Director of the North British & Mer

cantile Insurance Company, sent out a 
very interesting folder recently, entitled, 
“ The Forgotten Advertiser,”  in which he 
asks the question, “ W HERE are Sapolio, 
Sweet Caporal Cigarettes, Sozodont, Rubi- 
foam, Omega Oil, Pear’s Soap, Peaxline, 
Force, Cottolene, Egg-O-See, Ripans 
Tabules, Penxna, Hood’s Sarsaparilla, 
Alco, Stevens and E. M. F. automobiles; 
and forty other products familiar to 
everyone fifteen years ago or more?”

Mr. Miller points out that it doesn’t pay 
to be a non-advertising, forgotten agent 
and that advertising like insurance, is a 
long term and not a short term investment.

THE advocates of branch banking have 
pointed so long to England as having 

the ideal system that I was interested in 
reading what SIR ARTHUR SALTER, 
noted British economist, said recently 
when he observed that, “ The chief ob-

• • •64 years
• . . financing live stock 
feeding operations.
• • • effecting quick pay
ment of checks covering 
live stock sales through 
direct connections with 
commission firms and 
packers.
• . • collecting the daily 
transit letters of hundreds 
of Middlewest Banks.

THE STOCKYARDSNATIONALBANK
THE STOCK YARDS TRUST &  SAVINGS B A N K  

of  CHICAGO
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stacle to the English banking system con
sists in their large overhead expenses due 
primarily to the excessive multiplication 
of branch offices.”

OF THE many hundreds of Christmas 
cards and greetings which I received 

from friends far and near, all of which 
I thoroughly appreciated, one of the most 
unique and novel ones came from I. L. 
DE VOE, Assistant Manager of Agencies 
of the Bankers Life Insurance Company 
of Nebraska, at Lincoln, and is in the 
form of a railroad ticket to the “ CITY 
OF SUCCESS.”

Instructions on the ticket were, of 
course, the Christmas greeting, and read 
as follow s:

“ All passengers on this train are first 
class, whose tickets are to be validated at 
Point Achievement. The destination of 
our journey is the City of Success where 
we find Health, Wealth and Happiness.

“ The journey o f 1932 has been a little 
rough in places, but we all agree that we 
have gone through some interesting coun
try.

“ There has been enhanced joy in the 
progress made under adverse circum
stances.

“ Let everybody dust off the cares o f a 
hard journey with Christmas Cheer. 
There is peace on earth and increasing 
good will toward men. The good tidings 
have an added significance.

“ When the Christmas season ends, steam 
will be up in the multiple cylinder un
limited capacity engine of the 1933 
special.”

Ac c o r d i n g  t o  t h e  r a i l w a y
EXPRESS AGENCY millions of 

dollars are expected to be saved annually 
by shipping checks by air express.

This money will be saved by cutting 
down interest charges on funds tied up 
in checks in process of collection between 
the larger banking centers.

Even at the prevailing low interest 
rates the agency believes a saving of 
$4,098 annually for each $1,000,000 trans
mitted promises soon to be realized by 
one bank in Chicago which now dispatches 
its deposit checks to New York by air.

George M . Reynolds 
Retires

George M. Reynolds has announced his 
resignation as chairman o f the Continen- 
tal-Illinois National Bank and Trust Com
pany, effective Jan. 7.

In a formal statement, Mr. Reynolds 
said he was retiring as head of the billion 
dollar institution, in whose growth he was 
a leading factor, “ to spend the remaining 
years of my life free from business wor
ries.”  He will be 68 Jan. 15.

No successor will be named until the 
regular stockholders meeting Jan. 13.

Hold Meeting 
of Stockholders

Stockholders of Northwest Baneorpora- 
tion at a recent meeting approved a plan 
by which good will was eliminated and 
the corporation’s investments in capital 
stock of banks and investment companies 
now are carried on a net tangible asset 
basis.

The number of shares of stock author
ized was reduced from six million to two 
million and $50 par value changed to stock 
without par value.

The net tangible asset value of the 
1,614,531 shares o f stock outstanding not

including good will and after setting apart 
a reserve for contingencies of $14,000,000 
as of October 31, 1932, is represented by 
capital and surplus o f $29,265,055.40, 
equivalent to $18.12 a share. With 1,614,- 
531 shares outstanding, there is a margin 
of 320,499 unissued shares for future re
quirements.

Net operating earnings for 1932 are 
estimated at $4,500,000 before charge-offs, 
which compares with $5,700,000 for the 
year 1931.

Northwest Bancorporation declared the 
regular quarterly dividend of fifteen cents 
a share, payable January 1st to stock
holders of record December 20th.

Salmon P. Chase, Secretary oj the Treasury under Lincoln

T H E

C hase N a t io n a l  Bank
o f  the City o f ' J f e w  York

A lbert H. W iggin
Chairman 

Governing Board

W inthrop W . A ldrich
Vice Chairman Governing Board 

and President

Charles S. M cCain
Chairman 

Board of Directors

John M cH ugh
Chairman

Executive Committee

The Chase National Bank invites the 
accounts o f  banks, bankers, firms, 

corporations and individuals.
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These
Conservative

Days

It is a comfortable feeling to 
have a substantial reserve put 
away in good Iowa county and 
municipal bonds.

Ask for our latest list of con
servative Iowa issues for bank 
in vestm en t purposes. Many 
offerings at very attra ctiv e  
prices. Write or phone.

Carleton D. Beh Co.
INVESTMENT SECURITIES

Twelfth Floor, Des Moines Building 
Des Moines 

Phone 4-8156

Albert H. Wiggin 
Leaves Chase National

Albert H. Wiggin lias resigned as active 
head of the Chase National Bank, after 
21 years of guiding that institution 
through its development to the largest 
bank in the world.

Mr. Wiggin will continue to be active 
in the affairs of the bank, but asked that 
the heavy responsibilities of directing its 
affairs be placed on a younger man.

He was chairman of the governing 
board of the bank, and will remain a 
member of the Chase board of directors 
and also of its executive committee.

Mr. Wiggin, who will be 65 February 
21st, is a director also of many leading 
corporations and of the Federal Reserve 
Bank o f New' York.

Building and Loan 
Conference

Practical effects o f the Federal Home 
Loan Bank System upon the operations 
of borrowing institutions will be the chief 
topic at the tenth annual mid-winter con
ference of the American Savings, Build
ing and Loan Institute in Washington, 
D. C., February 20th and 21st. Clarence 
T. Rice, Kansas City, Kansas, president 
of the institute, predicts an attendance 
of some 250 or 300 building and loan 
executives from all over the country at 
this gathering sponsored by the educa
tional unit of the business.

The conferees will also include hundreds 
of students in the night classes conducted 
by the institute, most of whom are clos
est to the everyday workings of their 
associations, and vitally concerned with 
any changes necessitated by Home Loan 
Bank operations. An open forum dis
cussion on the new home credit system 
will be conducted by a leader in Home 
Loan Bank circles. Members of the Fed
eral Board, whose headquarters are in 
Washington, are expected to address the 
group, bringing latest developments to the 
attention of the financiers most closely 
connected with the operations of the sys
tem.

Demonstration classes, which are the 
institute’s term for “ round table discus
sions” will also be conducted on account
ing practices and public relations. One 
of the important questions to come before 
the accounting forum is the matter of 
analyzing the balance sheet for the better 
understanding of the investors.

Speakers who are now listed for the 
conference include Ward B. Whitlock, 
Springfield, Illinois, president of the 
United States Building and Loan League, 
with which the institute is affiliated, and 
Philip Lieber, Shreveport, Louisiana, 
first vice president of the league, who was 
president of the institute a year ago.

>

X

A-

yj

~T

Northwestern Banker January 1933

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



21

Bonds and Investments
W e Have Finally 

Discovered That There Are

Two W ays of 
the Budget

By RALEIGH S. RIFE
Economist The Guaranty Trust Co., New York

Balan cin g

IN MAKING an appraisal of our finan
cial and economic outlook, we are cog
nizant of the fact that there are certain 

major problems facing the country. The 
problem o f meeting the financial needs of 
government today is a most pressing one 
in our municipal, state and Federal gov
ernments. For too long a period of time 
our governmental entities have balanced 
their budgets from one side of the equa
tion, namely, the effort to find additional 
sources of revenue. Today, we are con
fronted with the definite thought that 
there are two ways of balancing the bud
ge ; one is by increased taxation, and the 
other is by reduction of government ex
penditures. Those charged with govern
ment have already pushed the question of 
new taxes to a point where it appears as 
if diminishing returns were setting in 
and, in some cases, it is almost approach
ing the point of confiscating what appears 
to be property rights. It is evident that 
the economic situation of the country and 
of the world as a whole is in such a posi
tion that those who are in a position of 
authority in governmental affairs must no 
longer try to balance the budget by in
creased taxation. They must turn to the 
other alternative, namely, reduction of 
expenditures.

Responsibility
“ In justice to those who have been di

recting governmental affairs, it should be 
pointed out that the responsibility for our 
present state of affairs is a joint one be
tween the public itself and those who are 
responsible for government. It has been 
a phenomenon of the last quarter of a 
century to see the field of governmental 
activity widening. New functions of gov
ernment were to be performed and new 
bureaus were created to provide for this 
additional service. The last quarter of a 
century has seen the development of the 
automobile which, through the demands of 
the public, has placed upon governments

the responsibility to provide better high
ways, better paved streets and, due to the 
increased traffic, better police protection. 
In order to obtain these better paved 
streets and highways, it became the fash
ion to go into debt for the same, munici
palities, counties and states issuing their 
own obligations in order to provide for 
these addtional facilities.

“ The ease with which it was possible to 
pile up debt in periods of prosperity, 
when it became an easy matter to discount 
the future and at the same time formulate 
a public works program for which future 
generations were to pay, almost drives 
one to the conclusion that the big problem 
in government finance is to make the crea
tion of debt a difficult problem. Certainly 
the issuance of obligations that are as- 
sessible on the property owner shoidd be 
tightened so as to make it more difficult 
for the municipality to become involved 
in financing an improvement that should 
have been financed by the property owner.

Assessment Construction
“ One o f the errors that crept into our 

municipal governments was the method of 
making improvements that were assessible 
upon the property owner. He was en
abled to obtain an improvement which 
was based upon an installment purchase 
program without making any initial de
posit. As a matter of fact, he was not 
facing realities until some years later 
when the work had been finished and the 
governing body went through the machin
ery of figuring up the apportionment of 
the cost between the municipality and the 
individual property owner. During this 
period of time, the tax rate was held down 
by the municipality having to meet only 
interest charges and no repayment of 
principal. Sometimes the delay in as
sessing the property owner was carried 
to such extremes that it almost became 
impossible to assess the property owner 
without a special act of the legislature. 
I f  the property owner was required to

RALEIGH S. RIFE

deposit his first payment when he made 
a request for the improvement and was 
to continue to make these payments reg
ularly as a reserve before assessment was 
made, he would understand more defi
nitely the direct cost of assessment con
struction. Then, of course, after the prop
erty owner became delinquent in his as
sessments and the municipality, in order 
to help him out, postponed annual tax 
sales for a number of years, it was pos
sible as far as he was concerned practi
cally to have passed the period of the ten 
annual installments before he was brought 
face to face with the reality of meeting 
his payments. Obviously, this phase of 
creating municipal debt should be very 
carefully safeguarded.

Refutiding Agreements
“ When one turns to the study of what 

can be done to reduce the cost of govern
ment, one is impressed first with the mag
nitude of the debt charges. The interest 
charges on this debt and the maturing 
obligations are difficult to adjust, if at 
all. In times of low money rates, like 
the present, it is possible for the national 
governments to carry out refunding op
erations whereby the holders of govern
ment bonds agree to exchange them for a
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government bond with a lower rate of 
interest. The most striking instance of 
this are the two British refunding agree
ments. It is, of course, not so easy for 
state, county and municipal governments 
to be able to effect any such arrangement. 
Particularly does this apply to those situ
ations in which bonds have been issued on 
a serial basis and for which there are an
nual maturities in the budget. Obviously, 
it is not possible to reduce this item in our 
governmental budgets; about all that can 
be done; is to adopt a policy tending to 
prevent the increase of these items.

Create a Surplus
“ In connection with the thought that 

governments should today take every step 
possible to keep from getting into debt, 
with unbalanced budgets in our munici
pal, state and national governments, this 
seems an impossible end to be reached. 
With unemployment relief demands in
creasing, it seems almost an impossibility, 
but every effort should be made to pre
vent the increase of debt at this time. We 
should attempt to balance the budget by 
curtailing other expenses of the govern
ment. We should attempt to create a 
surplus to take up the problem of unem
ployment relief. The necessities of the 
financial situation have perhaps had some 
blessings in disguise ; the local governing 
bodies of our municipalities are no longer 
deluged by committees of citizens asking 
for public improvements. It has been 
relatively easy to stop the program of 
public works. This thought may be defi
nitely formulated— that a persistence in 
the policy of ‘pay as you go’ for public 
works and continue to meet maturing ob
ligations is one of the surest ways in the

long run to effect economies in the cost 
of government. It is an adage that one 
should get into debt in periods of pros
perity and get out of debt in periods of 
depression.

“ It is obvious that the policy of rigid 
economy of government means that we 
must decide to get along with less police 
protection, that owners of automobiles 
should learn to drive in our streets with
out having somebody to tell them to stop 
at corners and street intersections. We 
must get long with less expenditure for 
education. All of these moves may be 
those things that hurt the pride of local 
government, but in the face of necessity 
we have to attempt to live within our in
come, irrespective of our pride.

Creation of Values
“ While we are struggling today with 

our immense problems, we must not, as a 
people, lose our courage and center our 
attention too much upon the destruction 
o f values. Let us think as well of the 
creation of values. Certainly the way out 
is the creation of the pioneer spirit by 
means o f which people push out into the 
settlement of new areas in which it is pos
sible for them to practically grow their 
subsistence and in the course of time carve 
out a new civilization. The old prairie 
schooner is once more on the road in 
northwestern Canada, leading migration 
into the Peace River Valley. Perhaps we 
are at the threshold of another period of 
world expansion. It is an extraordinary 
fact that the history of recent years points 
to the fact that in periods of depression 
a basis is laid for a further period of 
growth.

“Another factor in our financial and

economic outlook is that dealing with the 
price level. We find the price level of 
commodities has tended down to the pre
war level in most world indices, but that 
level was relatively high because there 
had been an ascending scale of prices 
since 1897. In the case of some of our 
basic raw materials, particularly an in
dex of prices like that of Bradstreet, 
which stresses more nearly the price of 
basic materials, we find that the level is 
down to the lows of the latter ’90’s, and 
in a few cases we find new low prices for 
all recorded periods o f time being re
corded, as in the case of rubber, sugar, 
coffee and copper. We are learning in 
the face of large surpluses that when the 
forces of supply and demand are freely 
operating, the cost of production does 
not determine the market value. We get 
out of it what we can get for the time 
being. The cost of production will only 
enter the picture in preventing future pro
duction. It is natural, in the presence of 
such a gigantic fall in the price of certain 
commodities and the downward trend of 
commodity prices, to arrive at the conclu
sion that there can be no recovery in busi
ness until the price level is adjusted up
ward, and because of that philosophy of 
reasoning gigantic efforts have been for
mulated for pouring government credit 
into these situations to try to change the 
trend o f economic forces. Such efforts 
are futile in their power to change the 
course of events and are damaging in so 
far as that through a bullish effort or 
through its psychological factor trend to 
circumvent the working out of economic 
laws. As a matter of fact, the industrial 
revolution in England a century and a 
half ago made possible the production of 
certain commodities at a much lower cost 
and it was an important factor in the 
next century, in the expension of British 
overseas trade and British overseas in
vestment of capital. All of this techno
logical improvement in industry will be 
of little value to our world economy unless 
it does result in lower prices for certain 
products. The important thing is that 
up to the present moment of time, the 
great technological advance has not been 
passed on to the consumer; except in rare 
instances, the real drop in prices has been 
in the basic raw materials.”

Consolidation of 
Stock Yards Banks

The directors of The Stock Yards Na
tional Bank of Chicago and of the Stock 
Yards Trust and Savings Bank have de
veloped a plan for the consolidation of 
these two banks and have authorized the 
calling of meetings of the respective 
stockholders on January 10, 1933, for the 
purpose of authorizing the union.

These banks, which are located at the 
stock yards, have long been affiliated in

THE FINANCIAL BUILDING
at the WORLD'S FAIR

(See cover photo)

A  BUILDING shaped like a dollar sign, 225 feet long and 200 
feet wide, is the novel suggestion by architects for a suitable 
structure to house exhibits of money and banking at Chicago’s 
1933 W orld ’s Fair —  A  Century of Progress Exposition.

In one o fth e curves of the building it is proposed to have a broker’s 
office, a typical stock exchange and other exhibits showing how 
such transactions are made.

For the opposite wing of the building, a model bank is being 
considered, which w ill not only show how modern banking 
operations are conducted, but may also handle actual deposits. 
Foreign and domestic exchange and the story of the progress of 
bank ing are among other exhibits under contemplation
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ownership ancl operation and constitute 
one of the city’s oldest and strongest bank
ing institutions with a record of service 
since 1868. Through all the changing 
phases of American business life since the 
close of the Civil War, these banks have 
been closely identified with stock yards 
interests and have contributed largely to 
the growth and prosperity of the great 
live stock industry of the country. Hun
dreds of banks through the central west 
are depositors of the Stock Yards Na- 
ional Bank and both banks have rendered 
a broad and useful service to the thou
sands of people and business institutions 
of the south and west sides of Chicago.

The consolidated institution will be 
known as the Stock Yards Consolidated 
Bank & Trust Company, with total capi
tal, surplus and reserves of $2,000,000, 
with resources of $18,000,000 and deposits

C. N. STANTON,
President, Stock Yards Banks

approximately $16,000,000. Slow and de
preciated assets will be written off and 
bonds will be written down to their ap
proximate market value before the union. 
As a consolidated institution the extensive 
trust business which these banks have de
veloped in recent years can be more ad
vantageously handled, operations can be 
simplified and many economies can be 
effected. The strong financial position of 
the new bank will enable it to take full 
advantage of the greater opportunities for 
increased business upon the return o f nor
mal conditions to which the officers and 
directors look forward with full confi
dence.

Just As W ell 
Charge It O ff

Without doubt the many and varied ex
cuses bankers are compelled to listen to 
in these times would make a wonderful

Knowledge of Facts
Is

Important to Bankers

We give all the available investment facts and, in 
addition, our Service includes:

1. Analysis of your bond account.

2. Daily checking of your holdings against all the 
available information in the country.

3. The automatic calling of your attention to situa
tions which affect your holdings.

4. Making special reports on your collateral.

5. Making special reports on issues you wish to 
purchase.

6. Issuance of weekly bulletins containing business 
barometers, composite daily closing stock and 
bond averages.

7. Issuance of weekly bond manual containing list 
of 3,000 bonds tabulated according to price and 
industry, past earnings, amount outstanding, to
gether with composite ratings.

8. Maintaining a trading department with private 
wire facilities to principal financial centers.

Our service is a composite of the leading statistical 
services and financial periodicals. It is independent 
as we have “ nothing to sell but service.”

The cost is only a fraction of what you have been 
accustomed to paying.

McFayden’s Investors 
Service

Board of Trade Building 
Chicago
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book of fairy tales. Perhaps you think 
you have heard them all, but we question 
whether you ever heard so many at one 
time as appear in the following letter. 
The communication is submitted by IT. 0. 
Boe, cashier of the Soldier Valley Savings 
Bank, Soldier, Iowa, as received from a 
customer of that institution. The letter 
reads as follows:

“ Your letter in regard to a $4.00 over
draft received. I would like to come to 
Soldier and fix this up, but I have no car 
to drive up there. It is hard for me to 
get away because I am fixing up my water 
tanks for winter. I f  I have any spare 
time my wif e makes me work in the house.

“ I can’t drive the team to Soldier be
cause they are not shod. Since I have a 
cold I feel that it is too far to walk while 
the roads are bad. I would ask the neigh
bors to drive me up, but they are all pick
ing corn.

“ It is hard for me to get away because 
my brother-in-law is visiting me from 
Nebraska. The main reason why I don’t 
come is because I haven’t got the $4.00.”

Security Prices 
Indicate Upturn

The extra seasonal rise of security prices 
during the presidential campaign months 
marks the first real break in the down
ward depression trend, according to re
searches just completed by Lawrence W. 
Schmidt, research director o f Administra
tive and Research Corporation, New 
York, investment trust sponsors.

Taking the average July price of 47.74 
for 30 leading industrial stocks as 100 
per cent, Mr. Schmidt’s figures show that 
the October average price was 65.28, an 
increase of 36.7 per cent and substantially 
above the general downward trend that 
has persisted since 1929.

“ I f  the securities markets can be con
sidered as indicators of underlying better -

ment of conditions,”  Mr. Schmidt says, 
“ we may look forward with confidence 
toward a gradual upward trend. Indeed 
there are already other evidences of this 
upturn. Car loadings, for instance, dur
ing the campaign months increased 49.2 
per cent and unfilled steel orders mounted 
1.6 per cent. While the date of business 
recovery, back to what may be considered 
normal, is still unpredictable, I believe 
that the long down trend has been defi
nitely checked.”

Vice-President 
City National, Chicago

Members of the banking profession 
throughout the country, north, south, east 
and west, and principally the middle west, 
have learned with interest the news com
ing out o f Chicago that William H. Miller 
has been elected vice president of the City

W ILLIAM  H. M ILLER
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Conservative Investments and 
Investment Counsel for Banks
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National Bank and Trust Company. His 
duties, as of old, come under the division 
of banks and bankers.

For the past twenty years, Mr. Miller 
has been decidedly more than a mere fix
ture in Chicago’s loop banking. His 
strong forte originally Avas as a transit 
man, which work has stood him and his 
employers in good stead. He is equally 
at home on either side of the counter in 
country banks and for many years seldom 
missed a group meeting or state conven
tion in Iowa.

His early career Avas Avith the old Na
tional City Bank of Chicago and later Avas 
on the official staff of the Central Repub
lic Bank & Trust Company. He has 
asked The Northwestern Banker to 
convey the season’s greetings to his many 
friends in the territory and we in turn 
join in Avishing him continued success in 
his new duties.

W ith Respect to 
the Tax on Checks

Three important rulings have recently 
been announced by the tax department 
with respect to the tax on checks. The 
folloAving is a digest of them prepared by 
J. S. Seidman, tax expert of Seidman & 
Seidman, certified public accountants.

1. Checks issued by church treasurers 
or other church officers in settlement of 
church obligations are taxable.

2. A transfer of funds by a depositor 
from one bank to another is subject to the 
tax if the transfer is evidenced by an in
strument in the nature of a check, draft, 
or order for the payment of money. How
ever, a mere bookkeeping entry transfer
ring funds from one account to another, 
in the same bank, effected without such 
instrument, is not taxable.

3. A stock broker acquires the status 
of a bank Avhere the broker maintains facil
ities for marginal trading for clients, per
mits them to draAV drafts against their 
accounts or on credit balances on deposit 
with the broker, and such drafts are paid 
at the cashier’s window' on presentation. 
The drafts are therefore subject to the 
tax.

“ Another current ruling that Avill be of 
interest to banks,”  Mr. Seidman said, “has 
to do Avith the 3 per cent tax on electric
ity. It is held that insolvent banks are 
not required to pay this tax Avhere the 
payment Avould diminish the funds neces
sary for the full payment of depositors. 
This is by reason of the general tax exemp
tion granted in the act of March 1, 1879.

“ There are two income tax decisions 
from the Board of Tax Appeals that Avill 
likewise be o f interest to banks,”  Mr. 
Seidman added. “ One has to do with the 
treatment, for income tax purposes, of 
rights to subscribe to convertible bonds of 
the issuing company. It will be recalled 
that in 1929 American Telephone & Tele
graph Company and Missouri Pacific
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Railroad Company, among several others, 
issued such rights. The Income Tax De
partment uniformly held the value of those 
rights to be income. The board, however, 
has (in the case o f T. D. Powel), just 
declared that they are not income, but 
instead are to be treated in the same way 
as stock rights. As a result, many tax
payers will probably become entitled to 
income tax refunds for 1929.

“ The other decision, too, departs from 
the previous holdings of the Treasury De
partment. It has to do with the basis for 
determining gain or loss on the sale of 
property by a remainderman under a tes
tamentary trust. The department has 
held that the remainderman figures the 
property as costing him whatever it was 
worth at the time it was turned over to 
the trustee by the executors. The board, 
however, has recently ruled that the cor
rect date for valuation is when the trus
tee turns the property over to the re
mainderman, and not when the trustee 
acquired it from the executors.”

Aviation 
Looks up

Airplane travel and the transportation 
of mail and express matter by plane, are 
among the few business activities that 
showed increases last year as compared 
with 1931, according to information gath
ered by the Continental Insurance Com
pany.

It is estimated that passenger travel 
for 1932 on all established air lines 
reached a total of 525,000 passengers as 
against 469,000 in 1931. The aggregate 
of miles flown in the transportation of 
passengers, mail and express, it is esti
mated on the basis of complete figures for 
the first nine months, will reach the rec
ord number of 48,000,000, as compared 
with 42,750,000 during 1931.

A  remarkable increase, this company 
finds, has been registered in the amount of 
express matter carried by air and it is 
believed that the 1932 total will be better 
than 1,360,000 pounds, in contrast with 
788,000 pounds last year.

The importance of aviation to the petro
leum world is evidenced by the heavy con
sumption o f gasoline that was used by 
planes during 1932, more than 5,000,000 
gallons, while for lubricating purposes, 
some 600,000 gallons of oil were required.

The marked gains in air travel are at
tributed by the Continental to a greater 
realization by the public of the enhanced 
safety and reliability of airplane opera
tion on established lines, as well as to the 
somewhat lower schedule o f fares.

There has been a decrease in the quan
tity of mail matter shipped by air, due, 
no doubt, to the higher cost to the public. 
First-class mail, for example, formerly 
cost 5 cents for the first ounce and 10 cents 
for each additional ounce, whereas the 
fees are now 8 cents and 13 cents, respec

tively. Express rates, on the other hand, 
are somewhat lower.

Although there were a number of fires 
and accidents last year involving insured 
planes, the underwriting experience of 
the group of companies associated in this 
field with the Continental has been rela
tively favorable. It is thought, too, that 
after the customary falling off in airplane 
operation in northerly territory, this win
ter, the spring season will be marked by 
favorable developments and greatly in
creased activity in virtually all branches 
of aviation.

Elected President
Frederic J. Fuller, formerly vice presi

dent of Central Hanover Bank and Trust 
Company, has been elected president of 
the New York Title & Mortgage Company, 
succeeding George T. Mortimer who has 
resigned but remains as a director and 
member of the executive committee. Mr. 
Fuller assumed his neAV duties last month.

In accordance with a plan recently 
adopted, the Manhattan Company is dis
tributing to its shareholders its ownership 
o f 98^2 per cent of the stock o f New York 
Title and Mortgage, and the latter com
pany Avill again function as an independ
ent organization, as it did up to three 
years ago.

Mr. Fuller has been a prominent figure 
in the trust field for many years. As a

senior vice president of Central Hanover 
Bank and Trust Company, he has been in 
charge of the personal and corporate 
trust department of the company. He has 
devoted particular attention to the real 
estate and mortgage investment field.

Try Th is on 
Your Comptometer

Each “ X ” in the following problem rep
resents an unknown figure. As you will 
note, there is one known figure given. Can 
you supply the remaining figures?

X 7X X X
x x x y x x x x x x x x

x x x x
X X X
X X X

X X X
X X X

^ x x x x
x x x x

The answer to this problem will be pub
lished in the February issue of The 
Northwestern Banker.

“ Darling,”  she said, “ will you love me 
when I grow old and ugly?”

“ Dearest,” he replied tenderly, “ you 
may grow older, but you will never grow 
uglier.”

OUR OFF ER IN G LIST W I L L  BE M AI LED R EGUL AR LY  U P O N  R EQUEST

G M A C  N otes
are a standard medium for short term investment. 
Based on highly liquid assets, they provide a 
sound instrument for the temporary employment 
of surplus funds. G M AC obligations are in coum 
try'wide demand for the security portfolios of 
individuals, institutions and thousands of banks.

available in convenient maturities and 
denominations at current discount rates

G e n e r a l  M o t o r s  
A c c e p t a n c e  C o r p o r a t i o n

O F F I C E S  I N  P R I N C I P A L  C I T I E S  

Executive Office -  BROADWAY at 5 7 t h  STREET "  New T or\ City

CAPI TAL A ND  S U R P LU S  - - - S E V E N T Y  M I L L I O N  DOLLARS
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G reat 

Salesm en  
of

H istory
Christopher Columbus gave to the world one of its finest examples 
of salesmanship. He first sold himself on the idea that the world 
was round— an idea that everyone else in those times thought pre
posterous. Men laughed at him; they ridiculed him; they scorned 
him. But Columbus was not to be denied.

From maps and charts left him by his father-in-law, he decided that 
a route to the West Indies could be found by traveling west. One 
day his big chance came. Through the intercession of a monk, 
Queen Isabella’s confessor, Columbus secured an audience with the 
King and Queen and he sold his idea so well that Queen Isabella 

s~ was willing to part with her jewels in order to finance his expedi- 
/  tion. The rest is history.

IK Vision, persistence, determination and high courage
made up the character of Christopher Columbus. He 
was a master mariner, a master navigator, but greater 
than these, he was a master salesman.

R O Y A L  UNION
U F E  INSURANCE 

COMPANY
Des Moines -----

Iowa
J. J. SHAMBAUGH, President
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Insurance
^The wide distribution oi life insurance in this country is an 

invaluable factor in our daily life and is, I believe, one of the 
finest results of our national development. — Herbert Hoover.

Life Insurance and Recovery
THE long hoped for recovery stage of 

the depression seems at last to be at 
hand, if our statistical friends are to 

be believed. We must now call upon our 
sadly tried recuperative abilities to begin 
that final climb out of the abyss. Can we 
make it, or are we going to plod along on 
the same dead level of mediocrity, with 
only bitter memories of our once glorified 
standard^better living? The answer to 
that gravest of questions can only depend 
upon the still untouched reserves of our 
latent resources, both physical and spirit
ual. It seems to me most timely, there
fore, that we take count of these elements 
of our economic strength which must now 
be called upon for this crucial effort. And 
among the most valuable of them is one 
which is all the more indispensable be
cause it is still largely unimpaired, and 
because it constitutes in sheer volume one 
of our mightiest reservoirs of economic 
power. I refer to life insurance.

A Bewildering Figure
Of course we cannot quite claim it is an 

American invention. The first reported 
life insurance transaction is generally 
credited to Joseph, economic adviser to 
the Egyptians . . . With foresight com
parable to that of the biblical seer, 
68,000,000 Americans—more than half 
our entire population— have accumulated 
a reserve fund in excess of $20,000,000,- 
000 now held by our life insurance compa
nies that gives us protection totalling no 
less than $109,000,000,000. Just to show 
you Avhat that last bewildering figure 
means, it is equal to more than one-fourtli 
of all our national wealth, a good deal 
more than the whole of our national in
come each year. And here is striking evi
dence of the amazing growth of insurance 
for that prodigious sum has, in the last 
30 years, risen from eight and one-half 
billions in 1900, to one hundred nine bil
lions now; a thirteen-fold increase, as 
against a four-fold expansion in the same 
time o f our national wealth and a popula
tion growth of less than one-fold— 62 per 
cent to be exact. There you have the 
measure of our increasing national confi
dence in this great institution, a measure 
of its gigantic significance in our whole 
national economy.

By D R . J U L IU S  K L E IN
Assistant Secretary of Commerce

American insurance is an impressive 
monument to the initiative and capacity 
of our citizenry to look after and provide 
for their own— our way of fulfilling that 
hallowed obligation which is as old as the 
venerated page of Holy Writ. It is, there
fore, a veritable bulwark of our democ
racy, a bulwark that is built up from the 
broad base of the whole population, not 
downward from the detached heights of 
officialdom.

And so we have this nationally accepted 
institution of life insurance as a mighty 
surety against the uncertainties of life and 
a substantial solace in the certainty of 
death. Naturally, 68,000,000 Americans 
can’t be wrong. W hy? The answer is 
threefold: first, the fundamental appeal

“ THE LO N G  record of faithful 
performance by life insurance 
fully merits our moral and finan
cial confidence in it as a solid 
rock upon which we can build 
with assurance. It has indeed 
proven itself a depression-proof 
institution.”

of insurance to our instincts and emotions, 
again, the scientific conduct of the busi
ness itself, and finally the legal safeguards 
enforced by vigilant state authorities.

Reserve Strength
One of the great factors in the potency 

of life insurance as a haven of reserve 
strength for us right now is the fact that 
it permeates every class, every group, 
every calling in the land, from the hum
blest to the highest. “ The wide distribu
tion of insurance in this country,”  says 
President Hoover, “ is an invaluable fac
tor in our daily life and is, I believe, one

of the finest results of our national devel
opment.”

Now you and every other insured Amer
ican helped to build that vast $20,000,000,- 
000 reserve behind your policy and, of 
course, you are interested in its safe in
vestment. Besides, the insurance agent 
stated your contract would create for you 
an immediate estate which would be liqui
dated at full face value when the policy 
matured by death or after a stated period. 
Naturally, you want to be sure that the 
company is strong enough to deliver on 
that commitment.

Here is a striking fact, as to the secur
ity o f the insurance business in general. 
The efficiency and honesty of the compa
nies themselves, plus this cooperative vig
ilance o f state officials, account for the 
fact that in the last half century, with all 
of the ups and downs of business in that 
time, including the appalling crises of the 
90’s and of the 1930’s, there has not been 
a single major failure in the insurance 
business.

Investment Diversity-
One reason for the solid strength of 

these companies has been the truly all- 
pervasive diversity of their investments. 
They have gone into every state and 
county of the Union; into commerce, in
dustry and agriculture ; into government, 
public utility and private undertakings; 
into homes, hospitals and schools—in 
short they have been the fighting red cor
puscles in our national bloodstream, flow
ing through every part of our economic 
body. They have a diversity that gives 
abundant warrant for former President 
Coolidge’s statement that “ the stability of 
life insurance rests upon America itself.”

But, you may say, all of that is well 
enough so far as the companies are con
cerned. How about the policyholders or 
their beneficiaries? What specific bene
fits did they derive?

During 1931 legal reserve life insurance 
companies, under more than one million 
policies, paid to beneficiaries of deceased 
policyholders approximately $950,000,000. 
But life insurance is far from being sim
ply a solace to the bereaved family; it is 
no longer solely to be associated with 
death. Here is a striking figure indicat-
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ing the values of insurance to the living 
policyholders : in 1931 they received from 
their companies no less than $1,627,000,- 
000 in various forms : endowment policies, 
disability claims, on lapsed or surrendered 
policies, on health and accident claims, 
and in dividends that resulted, as I pre
viously noted, from careful underwriting, 
prudent investments, and efficient admin
istration.

You do not have to be a learned econo
mist— or even one not so learned—to 
guage the tremendous benefit derived by 
our country in a year of gravest trials, 
such as marked 1931, from payments to 
our citizens of sums totaling two and one- 
half billion dollars. Most certainly our 
burdens were made lighter, our difficulties 
less severe because of that invaluable aid 
to our buying power and therefore to 
employment.

A Helping Hand

In addition to all these national benefits 
through insurance investments and per
sonal benefits through insurance payments 
we should also consider the helping hand 
extended through loans secured on insur
ance policies. Such loans now total ap
proximately $3,000,000,000. But these 
loans unfortunately diminish the amount 
actually payable under the policy and to 
that extent they impair or even destroy 
the original object of the whole process of

insurance. It would seem prudent, in 
fact absolutely essential, if we are to main
tain the basic principle and purpose of 
insurance, that the borrowing privilege 
be not abused simply because it happens 
to be so readily available. It should not 
be resorted to except as a very last emer
gency expedient. Regard your policy as 
a solemn promise to its beneficiaries— 
either your family or yourself; regard it 
also as a symbol of your credit, your good

CONTROLLING interest in the 
Royal Union Life Insurance com
pany of Des Moines was sold last 

week to T. J. McComb and Associates of 
Oklahoma City, according to an an
nouncement by J. J. Shambaugh, presi
dent of the company. The change of 
control, however, will effect no changes 
either in the territory o f the company, 
or its plan of operation, and the home 
office Avill remain in Des Moines. Mr. 
McComb will move to Des Moines at 
once, to assume management of the com
pany as chairman of the board of di
rectors, succeeding A. C. Tucker, who has 
resigned following the disposal of his 
controlling interest.

S. A. Apple of Oklahoma City be-

standing in the community— which it cer
tainly is. And if you view it in that light 
you will, I am sure, be reluctant to impair 
it, except as a final, desperate recourse.

The long record of faithful perform
ance by life insurance fully merits our 
moral and financial confidence in it as a 
bulwark, a solid rock upon which we can 
build with assurance, for it has indeed 
proven itself a depression-proof institu
tion.

comes treasurer, succeeding C. E. Dailey, 
who becomes auditor. C. Guy Anderson 
o f Oklahoma City will also move to Des 
Moines at once to become investment 
manager o f the company.

J. J. Shambaugh remains as president 
of the Royal Union, the position he has 
occupied since the Des Moines Life and

T. J. McCOMB

Annuity company, of which he was 
president, merged with the Royal Union 
in 1931. B. M. Kirke, field supervisor 
for several years, remains as secretary 
and field manager.

Mr. McComb, who has been connected 
with the insurance business for the past 
30 years as an attorney, consulting actu
ary and executive, is also president of 
the Great Republic Life Insurance com
pany of Los Angeles. Mr. Apple is 
treasurer and Mr. Anderson is a director 
of the latter company. Mr. McComb was 
at one time commissioner of insurance in 
Oklahoma.

The capital stock of the Royal Union 
Life has been reduced from $2,000,000 to 
$500,000, adding $1,500,000 to the com
pany’s working surplus.

The Royal Union Life Insurance com
pany, which was formed by a series of 
consolidations, purchases and reinsur-

1. Sound, liquid financial condition based 
on years of conservative financial policy

2. Complete line of policy contracts
a. Participating
b. Non-participating
c. Guaranteed Premium Reduction with 

dividends after tenth year
3. Organized sales presentations on many 

policies
4. Particularly strong equipment on life 

insurance as an investment
5. Excellent correspondence course
6. Schools of instruction in the field con

ducted by Home Office men
7. Low ratio of rejection
8. Non-medical
9. Substandard service

10. Low net cost
11. Age limits— birth to 65
12. Mail advertising— “ To Pave the Way”

Effective equipment counts for a lot in these 
days of keen competition for sales.

Consider the above outstanding advantages 
to which— in keeping with NWNL’s reputation 
as a sound, progressive company that has the needs 
and interests of its fieldmen paramount— every 
NWNL fieldman can lay claim as a part of his 
“effective equipment.” They do help make sales.

Northwestern National
LIFE INSURANCE COMPANY

O .J. ARNOLD, President

S T R O N G - ' Minneapolis.Minii. - L I B E R A L

Effective
Equipment

Buys Control of Royal Union Life
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ances of 23 firms since 1917, had on Jan
uary 1, 1932, a total of $177,518,007 
worth of insurance in force.

It wrote $57,068,905 worth of risks in 
1931, including the business taken over 
through the Des Moines Life and Annuity

about $8,000,000,000 of new life insur
ance. The year 1921 showed a decrease 
in volume but beginning with 1922 the 
volume again increased until the peak was 
reached in 1929.

Decreased incomes during 1930, 1931 
and 1932 have retarded the growth of 
sales. The economic situation in 1932 has 
been one of the most severe in history—- 
the incomes of all classes have been cut 
and in some cases completely wiped out. 
Despite decreased incomes, an increasing 
proportion is being spent in life insur
ance. Using a conservative estimate for 
December, sales during 1932 have aver
aged about $25,000,000 for every working 
day.

Milligan Named 
President

Three promotions were recently an
nounced by the Western Grain Dealers 
Mutual Fire Insurance Company of Des 
Moines, following the death of the late 
Jay A. King, president, who founded the 
company a quarter of a century ago.

D. O. Milligan, secretary and general 
manager of the company for the past 
three years, has been named president, and 
G. S. Blount, assistant secretary for the 
past year, was named secretary. F. E. 
Yoast, assistant secretary, was made as
sistant to the president and P. J. Harvey 
was continued as vice president.

S. A. APPLE

merger, and had a total income for the 
year of $12,795,359. January 1 last year 
it had admitted assets t o t a l i n g  
$39,050,435.

The Soundness and 
Growth of Life Insurance

As the year 1932 is reviewed life insur
ance is justified in pointing with pride to 
its performance during the past months. 
Life insurance companies have been out
standing in the soundness of their financial 
structure and in their ability to meet all 
obligations. In addition to large sums 
paid to beneficiaries, hundreds of millions 
of dollars have been paid to living policy
holders as annuities, endowments, divi
dends and on surrendered policies. Mil
lions of dollars have been available to 
policyholders as loans on their insurance. 
For many men their life insurance has 
been the one investment which has not 
depreciated in value during the past 
months. In contrast to most investments 
a life insurance policy purchased in 1928 
is worth much more today.

A  glance at the growth of life insurance 
is proof of the increasing recognition of 
its importance. Fifty years ago annual 
sales totaled about $200,000,000. More 
than twice this amount was sold in every 
month of 1932. By 1890 sales had reached 
an annual total of $1,000,000,000, during 
the next twenty years sales increased more 
gradually but steadily until in 1910 an
nual sales reached the $2,000,000,000 mark. 
The next decade from 1910 to 1920 was 
one o f unprecedented growth. In ten 
years the annual volume increased $6,000,- 
000,000 and in 1920 the country purchased
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Bankers' Wants
This department of The Northwest
ern Banker is free to subscribers. 
To non-subscribers, a charge of five 
cents per word. In answering key 
numbers, please enclose postage for 
forwarding purposes. And remem
ber, this service is free to subscribers.

FOR SALE: Bargain in a vault
door and lining.

Door: York Safe and Lock construction.
Circular left hand swing. 8" solid thick
ness, 72" diameter, clear opening. Crane 
hinge. Geared bolt work, pressure sys
tem.

Locks: Two combination locks. Sargent
& Greenleaf triple time locks.

Steel: y. o p e n  hearth steel.
Vault: 14' 8" wide.
Lining: 10' 6" deep. 8' high inside.

A fine vault job at a ridiculously low 
price. Immediate delivery. Address H. R. 
JOINER, Maquoketa, Iowa.

For Sale— Two nests Invincible De
posit boxes of 30 boxes each. Size 4%x 
2 1/£xl4. Nickel steel front. Will deliver 
F.O.B. any Iowa town at $1.50 per box. 
Security State Bank, Radcliffe, Iowa. 
1-2-3.

For Sale— Short Method Rules for 
measuring hay, corn, grain, coal and 
other items. Prepared in Mimeograph 
form. Will mail copy upon request and 
receipt of 25 cents. Address J. P. Denger, 
Cashier, Bank of Galt, Galt, Iowa. 3201. 
12- 1- 2.

LOUIS J. MUEHLE & 
COM PANY

Certified Public Accountants
601-602 Securities Building 

DES MOINES, IO W A

M INNEAPOLIS
“ What do you mean by flagging the 

limited?” growled the conductor to the 
wayside motorist.

“ I wanted to borrow a wrench,”  said 
the driver. “ I ’ve got to change a tire.”

Northwestern Banker January 1933

At the board meeting where these pro
motions were made, President Milligan 
announced that the company now has 
seventy-five millions of insurance contracts 
in force and assets o f $206,563. Three 
years ago insurance in force was forty- 
four millions and assets were $159,160.

The Western Grain Dealers operates in 
Iowa, Nebraska, Kansas and South Da
kota.

The Western Grain Dealers Mutual Fire 
Insurance Company has added a complete 
line of automobile and workmen’s compen
sation insurance.

Through an arrangement with the Build
ers and Manufacturers Mutual Casualty 
Company of Chicago, a joint automobile 
policy will be issued under which automo
bile liability, property damage and col
lision Avili be underwritten by the Chicago 
company, while the fire, theft and tornado 
features will be underwritten by the West
ern Grain Dealers.

Syndicate Assets 
Pass $50,000,000

Resources of Investors Syndicate to
taled $50,137,144.23 as of November 30th, 
according to a statement recently released 
by E. M. Richardson, treasurer of the 
company. This was an increase o f $4,352,- 
193.37 for the 12 months’ period; re
sources as o f November 30, 1931, were 
$45,784,950.86.

Cash on hand and in banks was $2,259,- 
611.02, according to the latest statement, 
while bonds and other securities, consist
ing chiefly o f investments legal for life 
insurance companies under New York 
laws, totaled $5,057,465.88.

These items represented a substantial 
improvement in liquid position of the 
company in the past twelve months, Mr. 
Richardson pointed out, as cash and secur
ities totaled $4,894,610.08 as of November 
30, 1931, compared with the total for 
the two items of $7,317,076.90 in the latest 
statement.

Loss Claims 
Decrease

The National Surety Company losses 
for the first ten months of 1932 expe
rienced a decrease of 29.3 per cent in the 
number of claims received as compared 
with the first ten months o f 1931. There 
were 14,875 less claims filed during this 
period.

The only line of insurance to show an 
increase in loss frequency over last year 
is burglary. The company claims this is 
due to the prevailing frequency o f day
time robbery of banks and stores. A 
nationwide campaign among banks urging 
daytime use of time lock protection on 
reserve cash and bearer bonds is being

conducted and is expected to greatly re
duce the profit of robbery to bandits who 
prey upon banks.

Unusual loss frequency continues in 
court bond claims. Never in history has 
there been so many embezzlements as dur
ing the last ten months— executors, ad
ministrators and others in positions of 
trust are non-observant of their duties and 
many are being found guilty of criminal 
negligence and actual stealing. The com
pany is pursuing a vigorous campaign for 
prosecution in such cases.

Some of the important lines written by 
the National Surety Company showing a 
decrease in number of reported loss claims 
are— Depository bonds down 66.6 per 
cent; contract bonds, 29.6 per cent; fidel
ity bonds, 21.6 per cent; bankers blanket 
bonds, 24.4 per cent; forgery bonds, 30.6 
per cent.

Commodity
Prices

One of the chief reasons for our present 
economic distress lies in the sharp in
equalities in purchasing power among 
various classes of consumers. In our 
system of complex exchange economy, 
every product is in itself a demand for 
other goods. Money is merely a medium 
of exchange and price represents the ratio 
at which goods can be traded in the mar
ket. When, therefore, there occurs a 
violent price decline, with some groups 
falling much more sharply than others, 
a disturbance takes place in the system of 
exchange in which the producers of cer
tain classes of commodities suffer a seri
ous shrinkage in purchasing power. This 
is especially true of agricultural pro
ducers, the ratio of the price of whose 
products in relation to the goods they 
must buy is but 55 per cent of the pre
war level. As a result of this situation, 
the farmers, who represent 50 per cent 
of the world’s population, must sharply 
curtail the purchases of manufactured 
goods. The cumulative effect is a slacken
ing all along the line, and the clogging of 
the world’s markets with surplus goods 
selling at unusually low prices. When 
one considers that many of the countries 
of the world, including all of Latin Amer
ica, Australia, Africa, Asia, Canada, and 
several countries in Europe are engaged 
principally in the production of raw ma
terials and agricultural commodities, and 
that the export of these products is the 
chief source of balancing international 
payments of these countries, the serious
ness o f the striking inequality in price 
declines becomes apparent.

The following are among the factors 
which are retarding the necessary com
modity price readjustment process by 
either restricting the flow of trade or by 
impairing the purchasing power of im
portant consumers:
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1. Tariff walls and restrictions upon 
exchange.

2. Heavy accumulation of raw mate
rial supplies. According to the combined 
index of nine different raw materials and 
foodstuffs compiled by the United States 
Department of Agriculture, world stocks 
are about 185 per cent above the average 
for 1924.

3. Continuation of agricultural produc
tion near the peak. It is difficult to cor
rect this situation inasmuch as the farm
ers have heavy fixed charges, especially 
interest and taxes, so they feel compelled 
to maintain their production at as high 
rate as possible in order to meet these 
payments. On the other hand, crop re
duction is going on in various parts of 
the country because of the inability of the 
farmers to obtain the necessary credit. 
In the long run, undoubtedly low prices 
will bring about curtailment, except when 
offset, of course, by abnormal crop yields.

4. Until war debts and other interna
tional obligations are settled in a satisfac
tory manner it is likely that the amount 
of foreign lending will continue on a small 
scale, and without this means of finance, 
raw material countries, especially, will 
be unable to make important purchases in 
the world markets.

5. A large part of international loans, 
especially those covering war debts, were 
for non-revenue producing purposes, with 
the result that there is no adequate return 
on the investment to make interest pay
ments or to amortize the principal, so in 
consequence the extra strain of debt serv
ice is placed upon other productive enter
prises as well as upon the standards of 
living.

6. While the liquidation of outstanding 
debt out of current income continues, the 
debtor class will be compelled to cut down 
its expenditures for consumption with the 
result that the commodity price structure 
will lack an important sustaining in
fluence.

7. The depreciation of foreign curren
cies, while theoretically lifting prices in 
the domestic markets for the particular 
country, (or during a period such as we 
are in at present tends to resist the de
flationary influences), in the long run has 
a tendency to depress world commodity 
prices, in terms of gold, because of the 
keen competition engendered between 
countries off the gold standard basis.

The effect of deflation tends to be cum
ulative and to perpetuate itself until 
depression has run its course or the 
vicious circle is broken by some outstand
ing event such as w7ar, crop failures, and 
the like. It is encouraging to note that 
after drastic adjustments had been made 
to the low level of commodity prices in 
the major depressions of the past, there 
followed a prolonged period of good 
times.

General
Conditions

Another year of depression has passed 
into history, and we face 1933 with a 
realization that it will be one of readjust
ment progress. Nothing can be gained 
at this stage by shutting our eyes to reali
ties or by wasting precious time on pan
aceas which in the long run merely 
aggravate conditions. We should rather, 
with renewed courage, clear away the ob
structions to recovery in order that we 
may build again on a more sound founda
tion. The most difficult task is to make 
the necessary harsh mental adjustments 
to existing conditions.

In times like the present it is refreshing

¥

to turn back to the past and find there the 
basis for confidence and courage to carry 
on. History is repeating itself to a rather 
surprising degree. The fundamental 
problems of today do not differ essentially 
from other critical periods. After all it 
would seem self-evident that from a given 
set of conditions— sharp downward trend 
of commodity prices, striking inequalities 
in the purchasing power of various 
groups, demoralized exchange, intolerable 
debt and tax structure, prohibitive trade 
barriers and other restrictions— there 
would inevitably spring such issues as 
requests for debt adjustments, urgency 
of reduction in government costs, demand 
for cheap currency, and a host of other 
problems now pressing for solution.

*

j ^ L N  UNUSUALLY large number of 
conservative, well managed banks this 
past year have become customers of 
The Northern Trust Company. Two 
factors brought them here. The first, 
the simple and direct methods of the 
bank. The second, the sound and 
enduring principles to which this bank 
has held through more than 43 years.

THE NORTHERN  
TRUST COMPANY

Northwest Corner LaSalle and Monroe Streets 

C H IC A G O

*  *
Northwestern Banker January 1933

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



32

In the throes of arduous and perplex
ing adjustments during other trying 
periods, predictions were then quite gen
erally made that the country had entered 
a chronic state of stagnation from which 
it could not recover. So likewise at the 
present time there are those who, upon 
the basis of the direction and velocity of 
the deflationary forces, presage an irre
parable breakdown of our economic 
system. But this view of despair over
looks the fact that these very forces gen
erate their own recuperative powers that 
work in the midst of deflation and serve 
as a counter influence to the downward 
movement. This was clearly demon
strated during the past summer when raw

material prices advanced sharply, and it 
was evidenced again in the fall by the 
first real business upturn for that season 
of the year since the depression began.

Bancorporation 
Review Says:

Business activity in the United States 
as reflected by some o f the major indus
tries has been receding in December, but, 
making allowance for seasonal variation, 
it is above the August lows. Steel mills 
have reduced operations slightly, the 
usual decline at this period of the year 
being eased to some extent by orders for

automotive requirements; plants are op
erating at about 14 per cent of capacity, 
with output less than one-fourth for 1923- 
1925 average. Seasonal shrinkage al
lowed for, the level of steel production is 
better than it was a few months ago; 
November showed less than the seasonal 
drop, and the trade has retained some of 
its previous advance. Production of 
automobiles in October declined to the 
lowest point in a decade; there was a 
slight gain in November, according to 
incomplete data, but production is ex
pected to be about 13 per cent less than 
in 1931. A  current trade report, con
sidered authoritative, states that “ The 
automobile industry presents a contrast 
to the hesitation prevalent in other lines; 
motor car manufacture has been expanded 
in the past week and is now more active 
than at any time since July; a few plants 
that have been idle for months have re
sumed production.”  The textile industry 
has lost some of its gain but is one of the 
few lines in which output matches that 
of last year. Definite statistics of a com
prehensive nature relating to industrial 
employment are slow in making an ap
pearance; in October the improvement 
of the three preceding months was well 
maintained. The annual report of the 
Department o f Labor voices the convic
tion that employment will improve, the 
statement being based on the fact that 
“ Our country is more completely self- 
sustaining than any of the other large 
nations, and the home market for our 
products is the greatest that any country 
can boast.”

A nervous like Scotsman who was 
riding on an accommodation train, the 
kind that stops at every station, jumped 
off at every stop. No sooner would the 
train slow up than out he would dash and 
in a few' minutes come scooting back 
again. A fellow traveler asked him 
whether he couldn’t help in some way.

“ Weel, it’s like this: I went to consult 
a specialist aboot my health and he found 
I had heart trouble. I was afeared I 
liadna sae verry lang to live, so I thocht 
it only richt to buy my ticket frae station 
to station.”

A  friend dropped in to see a finished 
picture by the great animal painter. The 
animal painter took some raw meat and 
rubbed it over a painted rabbit in the 
foreground.

“ Why do you do that ?”  asked his 
friend.

“ Why, you see,” explained the artist, 
“ a rich woman is coming to look at this 
picture today. When she sees her pet 
poodle rush up to the canvas and smell 
the rabbit, she’ll get excited and buy it 
right away.”

Resolutions

“.Strong resolves bring about strong results 

— the proof of ability is action."

Our resolution for 1933 is a definite resolve to 
put into action our knowledge, our experience, 
our efficiency, and our service to tlie hundreds 
of correspondent banks which have found this 
institution ready and willing at all times to give 
them the results they desired in the handling of 
livestock proceeds.

O F F I C E R S
A. G. Sa m , President

C. L. Fredrigksen, Vice Pres. M. A. W ilson, Cashier 
W. G. Nelson, Asst. Cashier W. C. Schenk, Asst. Cashier

Live Stock National Bank
S I O U X  C I T Y ,  IOWA

Affiliated with Northwest Bancorporation 
“ THE BANK AT THE YARDS”
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South Dakota 
Bank News

Officers South Dakota Bankers 
Association

President....................T. M. Brisbine
Woonsocket

Vice President............E. R. Heaton
Yankton

Treasurer..................... Russell Bard
Miller

T. M. BRISBINE Executive Manager. Geo. A. Starring
President Huron

GEORGE A. STARRING 
Executive Manager

The Check Tax in South Dakota
(Continued from page 13)

“ LAST Y EA R  everyone of the school 
teachers in town and all of the country 
teachers in our territory carried accounts 
with ns. This year most of them take 
cash and are frank in saying they are 
doing it to save the tax.”

“ OUR DEPOSITS have declined about 
$50,000 since check tax went into effect. 
We attribute one-third of this loss directly 
to this tax.”

“ CHECK TA X  is drawing many 
check accounts out of banks and depositors 
hold larger amounts of cash with non- 
taxable checks and carry around money, 
thus aggravating the bank situation. 
The government should raise tax money 
in some way other than by resorting to 
methods that drive money out of banks 
at a time when they are trying to hold it.” 

“ IP POSTAL money orders were tax
able the same rate, there would be at 
least fair distribution, as we lose consid
erable by reason of these money orders.” 

“ THERE IS no question but that the 
tax on checks hurts the smaller banks 
more in proportion than larger banks. 
The class of customers is different. We 
feel the tax is unjust.”

“ MANY DEPOSITORS have advised 
they are not using checking accounts be
cause o f the federal tax. They say they 
do not mind paying our service charge 
because we have been an aid to the com
munity, but they object to the govern
ment taxing their checking accounts.” 

“ WE FIND that the check tax has cut 
down our service charges 50 per cent on 
checking accounts.”

Announces Schedule
G. G. Koenig, field inspector for the 

government feed and seed loans, has an
nounced where he would officiate during 
the coming weeks. This announcement is 
made for the convenience of farmers who 
wish to make payments on loans to ob
tain information concerning them.

He "will be at his office at room 9, post- 
office addition, Sioux Falls, on Saturdays 
and Mondays; First National Bank, at

Canton, Thursdays; First National Bank, 
at Dell Rapids, on Wednesday after
noons; Farmers State Bank, at Fland- 
reau, on Thursdays, and Bank of Hum
boldt, at that place on Friday afternoons.

This schedule will be followed for the 
next few weeks, according to Mr. Koenig.

O n  Bank Board
J. R. Mitchell, chairman of the board 

of directors of the Federal Reserve Bank, 
of Minneapolis, recently announced that 
as a result of the regular election of di
rectors by member banks in the Ninth 
Federal Reserve District, H. R. Kibbee, 
of Mitchell, South Dakota, was elected 
for a three-year term beginning January 
1st, by banks of Group Two, consisting 
of those having a combined capital and 
surplus not exceeding $399,000 and not 
less than $60,000. Mr. Kibbee represents 
the banking interests of the district.

To Set Sale A s id e
Claiming that prices paid were grossly 

inadequate because of a conspiracy to 
“ stifle and chill” competitive bidding, the 
Corn Exchange Bank, of Sioux Falls, 
seeks to set aside the sale of certain per
sonal property of Richard Haeder sold at 
a foreclosure sale last October.

The bank contends that Mr. and Mrs. 
Haeder, who live on a farm near Yale 
and who are joint defendants in the ac
tion, conspired to stifle competitive 
bidding.

Most of the property was purchased by 
Mrs. Haeder at prices which the plaintiff 
claims were grossly inadequate. Pend
ing a decision by the court, the Haeders 
have been restrained from disposing of 
the property in question.

Grain Board Ready
The Lake County Grain Storage Board 

has received its certificates and record 
books from Pierre and is now ready to 
operate, according to Carl Glatz, presi
dent of the board.

The grain storage act passed by the 
last session of the South Dakota Legisla
ture provides that any farmer upon ap
plication to the officially designated 
county farm storage board, may obtain 
grain storage certificates on his grain 
stored on the farm providing the grain 
is officially inspected and sealed. These 
certificates are issued in amounts equalling 
60 per cent of the market price of the 
grain and it is understood they will be 
redeemable by the Intermediate Credit 
Bank, of Omaha.

Re-opened Banks
After declaring a week’s holiday, the 

Parker State Bank and the First National 
Bank, of Parker, are making preparations 
to reopen. About 75 per cent of the 
depositors have signed waivers and as 
soon as arrangements can be completed, 
both institutions will be open for regular 
business activities.

The Case and Lathrop State Bank of 
Plankinton resumed business after a six 
weeks’ suspension. A  reorganization of 
the bank was effected.

After being closed for about two weeks, 
the Citizens State Bank, of Lebanon, re
opened for business. The bank was closed 
voluntarily by those in charge.

It is understood that while holders of 
certificates of deposit have waived pay
ment for a period of years, checking ac
counts will be paid as usual. The new 
arrangement was put through by I. J. 
McGinity, president of the bank, and 
others interested.

Following a temporary suspension of 
operations the Security State Bank, at 
Delmont, reopened. The bank was able 
to resume operations through the signing 
of waivers on their right to withdraw de
posits by all depositors of the bank. The 
institution is capitalized at $12,000 with 
a surplus of $10,000.

The Bank of Ipswich ended a several 
days’ “ holiday” by reopening its doors, 
President M. Plin Beebe announced, after 
all depositors had signed waivers to a 
required percentage of their deposits. 
The “ holiday” had been declared Novem
ber 23rd.

M o  re Nebraska News

100th D ividend
Directors of the Omaha Loan and 

Building Association have declared the 
one-hundredth semiannual dividend pay
able to its stockholders January 1, 1933.

The total amount to be distributed to 
the shareholders will be upwards of 
$265,000.

This one-hundredth semiannual divi
dend marks 50 years of uninterrupted 
semiannual dividends paid by this insti
tution.
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Declares D ividend
Directors of the Live Stock National 

Bank, of South Omaha, have declared the 
regular quarterly dividend of 1y2 per 
cent, payable January 2nd, to stockhold
ers of record December 27th. The stock 
is on an annual basis of 6 per cent.

M e e t in W ahoo
The annual meeting of the Saunders 

County Bankers Association was held in 
Wahoo recently. There were 26 present 
and 11 banks were represented.

Stanley Maly, vice president of the 
First National Bank of Lincoln, was the 
speaker of the evening. He delivered a

fine address, taking for his subject “ The 
Relation of the Foreign Debt and Repara
tions in Connection with Economic Condi
tions in the U. S. A .”

The following officers were elected for 
the ensuing year: Ernest Wiggenhorn, of 
Ashland, president; Ernest Hanson, vice 
president, Evald Brodd, Wahoo, secre
tary. Executive Committee : E. E. Placek, 
R. M. Erway and J. M. Hall.

Bank Is Liberal
Replying to a query, D. P. Hogan, 

president of the Federal Land Bank, of 
Omaha, recently asserted “ extensions 
made and delinquencies carried by the

bank now exceed the government capital 
allotted outright to this bank.

Hogan had been asked what the bank 
was doing to make it easier for delinquent 
borrowers to avoid foreclosures. That, 
he said, was the best answer he could 
make.

“ Since the bank is controlled by the 
borrowers, the good ones must be pro
tected,”  he said. “ Our collection policy 
is somewhat criticized, but on January 
1st, we must make interest payments of 
$2,400,000. Collections must be up at 
least to this mark or the bank would go 
into the hands of a receiver and all bor
rowers would then probably be pen
alized.”

“ We have not been unmindful that the 
money voted by congress is taxpayers’ 
money,”  added Hogan, “ and we have 
tried to administer the funds wisely and 
judiciously.”

Opposes Rate Cut
C. C. Kuning, manager of the Omaha 

branch of the Regional Agricultural Cred
it Corporation, announced his opposition 
recently to a move for reduction of the 
interest rate on the corporation’s loans 
to farmers and livestock producers.

A  rate less than the 7 per cent charged 
borrowers would be a deliberate gift of 
government funds, he asserted.

“ It should be realized,”  he said, “ that 
the interest is the only charge to the bor
rower, with the exception of a nominal 
abstract fee. The overhead involved in 
handling the loans is so heavy that at the 
present rate of 7 per cent we are taking 
a slight loss on loans of $2,000 and under. 
Since two-thirds of the 1,200 loans the 
Omaha branch has completed are in this 
class of $2,000 or less, it is obvious that 
if the interest rate is cut the government 
would have to take a loss. The borrowers 
benefiting would be accepting government 
alms.”

He said he believed farmers and stock- 
men dealing with the Omaha branch are 
satisfied and reported no complaints to 
his office regarding the interest rate.

An Irishman was seated in a train be
side a pompous individual who was ac
companied by a dog.

“ Foine dog ye have,”  said the Irish
man. “ Pwat kind is it?”

“ A  cross between an Irishman and an 
ape,” the man replied.

“ Shure, an its related to both of us,” 
the Irishman rejoined.

Two men were seated together in a 
crowded street car. One noticed that the 
other had his eyes closed and asked, “ Bill, 
don’t you feel good?”

“ I ’m all right,”  said Bill, “ but I do hate 
to see ladies standing.”

HE M E A S U R E  O F  V A L U E  

of a CITY CORRESPONDENT

is its ability and desire to serve. 

The facilities of this bank are com

plete for the prompt handling of 

any business.

W e  w ould like to prove both 

our a b ility  and desire to  serve 

you in Sioux City.

F IRST N A T IO N A L
IN S I O U X  Cl f, BANK

A . S. Hanford, President Frederick R. Jones, V ice Pres.
Fritz Fritzson, Cashier
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R. H. BARBER 
President

Nebraska 
Bank News
Officers Nebraska Bankers 

Association
President...................... R. H. Barber

Paxton
Chairman Executive Council.........

............................... H. A. Schneider
Plattsmouth

Treasurer................C. E. Brinkman
Omaha

Secretary.................Wm. B. Hughes
Omaha

WM. B. HUGHES 
Secretary

Marjorie and Dorothy Clark gave a tap 
dance and singing act. B. G. Clark pre
sided as toastmaster.

A nnua l M eetings
The six national banks of Omaha have 

notified shareholders of their annual meet
ings, to be held Tuesday afternoon, Janu
ary 10th. Directors will be elected and 
other business transacted. National banks 
of the United States are required by law 
to hold their annual meetings on the same 
date.

The Security oi
The security which federal reserve 

banks provide more than justify their 
existence, E. P. “ Ned” Brown, a director 
o f the Federal Reserve Bank, at Kansas 
City, Missouri, told members of the 
Lincoln Wholesale Credit Association at 
their recent regular meeting at the 
Lincoln Hotel.

“ One erroneous idea I hear expressed 
frequently,”  Mr. Brown said “ is that the 
farmers derive no aid from the Federal 
Reserve system. I f the farmers are not 
getting loans from the Federal Reserve 
Bank at Kansas City, it is because they 
are not getting it from their member 
bank.”

Mr. Brown explained that two-thirds of 
the total rediscounts from the Kansas 
City bank is at present on farm paper. 
The usual time for business loans made 
by the Federal Reserve Banks is 90 days, 
but the time has been extended to nine 
months on farm loans.

Maintaining that the Federal Reserve 
Banks are not “ bankers’ banks,”  Mr. 
Brown explained that the nine directors 
are elected in three classes. First, three 
directors are elected by the member banks 
and must be bankers. Second, three di
rectors are elected by the member banks 
but must not be bankers. Third, three 
directors are appointed by the Federal 
Reserve Board, two of whom must not be 
bankers and all three of whom must not 
be holders o f bank stock. The governor 
of the bank is elected by the directors and 
is the only “ salaried” member of the 
board.

In concluding, Mr. Brown stated that 
it is a mistaken idea that more currency 
is needed to end the depression. “ There 
is more money in circulation today than 
during the height of the boom,” he said. 
“ There is, however, a lack of bank credit. 
We need better prices, not more money.”

N ew  Bank B ill
State banks being without authority to 

post depository bonds or pledge their as
sets to secure the funds of school districts, 
the Nebraska Board of Education has au-

Federal Reserve
thorized its attorney, R. 0. Williams, to 
draft a bill to be introduced at the coming 
session of the state legislature.

Information that the state banks can
not post the securities Avas contained in 
a letter from F. C. Radke, counsel for the 
bank receivership division. Two state 
banks in Lincoln have sought school de
posits during the past year, and the 
proposed bill is intended to enable them 
to qualify for such deposits.

Birthday Dinner
Honoring M. Weil, president of the 

National Bank of Commerce, Lincoln, on 
his seventy-fourth birthday anniversary, 
40 officers and employes of the bank met 
at a dinner at the Lincoln hotel.

Mr. Weil, who has been president of 
the bank since its organization in 1902, 
spoke briefly, as did other officers of the 
bank, including Carl Weil, Byron Dunn, 
Albert A. Held and Merlin Springer.

County M eeting
The Cass County Bankers Association 

met at the Rasmussen hall in Weeping 
Water recently.

Several matters of importance and in
terest to the bankers present were brought 
before the meeting and discussed. This 
is a regular affair and the bankers of the 
county meet at some vantage point dis
cussing the problems of banking and 
other business matters, thus cooperating 
in the many questions that come up in the 
daily run of business.

Rates Too H igh
The Omaha live stock market has suf

fered while Denver has profited as the 
result of cancellation of Omaha’s sale-in- 
transit privilege, H. L. Van Amburgh, 
assistant to the president of the LTnion 
Stock Yards Company, and C. E. Childe 
of the Chamber of Commerce testified be
fore an I. C. C. examiner.

Fat lambs, Van Amburgh said, sold 
for 27 cents higher in Omaha than in Den
ver a year ago; now they are one-seventh 
cent lower.

Childe named shipping toAvns in Ne-

5 W Ï

LIVE STOCK N A T IO N A L  BANK
Union Stock Yards 

O M A H A

Northwestern Banker January Í933

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



36

braska and western states which he said 
enjoyed a rate advantage of 17 to 31 cents 
a hundred pounds by sending through 
Denver instead of through Omaha.

Nebraska is now the only state in this 
district of the Federal Home Loan Bank 
of Topeka which cannot benefit from the 
bank’s activities. The money of the bank 
is loaned only through other financial 
institutions and not to individuals.

The bank has just been advised by the 
Federal Home Loan Bank Board of 
Washington, D. C., that a new interpreta
tion has been placed upon the Federal 
Home Loan Bank Act, which makes it

possible for the associations of Kansas 
and Oklahoma to participate in the bank 
system under the non-member-borrower 
status.

A  State Bank
Representative A. G. Jensen, of Fre

mont, plans to introduce in the next leg
islature a bill to establish a state bank. 
The bank would be operated by state offi
cials and handle funds of state and munic
ipalities. He also plans to introduce a 
bill to reduce the number of supervisors 
in counties, and cut the salaries of county 
commissioners from $1,350 to $1,000 a 
year.

nnouncing

The G erlach-Barklow Line 
for 1934 » » »

TH A N K S  to the loyalty and patronage o f our 
good friends, w e  are just entering upon our 
twenty-sixth year of success through service to 

business.

W e are glad to take this means of acknow ledging our 
grateful appreciation to these friends —  and to you 
particularly -— -and to introduce the new  line of A r t  
Calendars and other g o o d -w ill-b u ild in g  advertising 
mediums for 1934.

Th ere never was a time in the history of business when 
the good w il l  o f the customer was o f such vital impor
tance as today; therefore w e  have spared no effort 
and no expense to give to our friends and clients the 
most comprehensive and beautiful line w e  have ever 
offered.

In the 1934 line you w il l find exclusive subjects re
produced from copyrighted original paintings by w e ll-  
known artists o f w o r ld -w id e  repute. Among these 
are Thomas M oran, W illiam  Bouguereau, A lb e rt 
Lynch, C. C. Zw ann, Bradshaw C randell, Francis Day, 
A de la id e  H ie b e l, Jennie Brownscombe, Percival 
Rosseau, Jules Erbit and many others.

You w il l  find more than this —  for into the creation of 
this new  line w e  have put the benefit o f a quarter of a 
century of experience and w e  have put our most 
sincere thought. It is the masterpiece o f our lives.

THE G E R LA C H -B A R K LO W  C O M P A N Y  JO LIET, ILLIN O IS

W atch for the G erlach-Barklow  Man

M o tio n  Filed
Motion for rehearing of the Hubbell 

bank ease in which the Supreme Court 
held that the state could not collect assess
ments under the bank guaranty or deposi
tors final settlement acts, was filed in Lin
coln recently. Briefs in support of the 
motion were filed by the state and also on 
behalf of depositors of the Rosalie Bank.

Omaha O ffic e  Busy
The Omaha office of the Federal Agri

cultural Credit Corporation is handling 
about one-fourth of the total volume 
taken care of by all 33 offices throughout 
the country, a recent report from Wash
ington headquarters to Charles C. Kun- 
ing, local manager, shows.

The report, as of the close of business 
December 15th, shows:

That the Omaha office disbursed $2,- 
500,000 of the $13,000,000 already dis
tributed by all offices.

The Omaha office made loans to 1,000 
of the 3,500 borrowers from all offices.

Of $31,000,000 in loans approved, 
the Omaha office approved loans of 
$6,200,000.

Seven thousand o f the 29,000 loan ap
plications in all offices were at the Omaha 
office.

Total amount of applications on file 
throughout the country was $65,000,000, 
of which the local office was represented 
by $16,000,000 in applications.

Manager Kuning said he has written 
Secretary Luikart of the Nebraska De
partment of Trade and Commerce asking 
him to come and inspect the operation of 
the Omaha office, and to offer suggestions.

Luikart recently complained at Wash
ington that the office was not making the 
smaller or “barnyard type” of loans fast 
enough.

Kuning also is inviting a number of 
additional bankers to sit on the loan com
mittees of the local office.

Leaves Bank
James Sullivan, 23, son of Mr. and Mrs. 

J. A. Sullivan, has accepted a position 
at the Valley Stock Yards and will begin 
his new duties Thursday, according to an 
announcement from the stock yards 
management.

For the past four years, Sullivan has 
been an employe of the Valley State 
Bank, Enterprise, serving as assistant 
cashier since October, 1931. He is a 
graduate of the Valley High school.

Remodeled
The First State Bank, of Kenesaw, has 

completed internal changes, making it 
more convenient for customers and per
sonnel. They have moved their confiden
tial office to the front of the bank, giving 
more room and light in their office

Northwestern Banker January 1933
Digitized for FRASER 
https://fraser.stlouisfed.org 
Federal Reserve Bank of St. Louis



37

Minnesota 
Bank News
Officers Minnesota Bankers 

Association
President........................... M. P. Ernst

St. Paul
Vice President............ William Duncan

Mankato
Treasurer...................... D. J. Pouquette

St. Cloud
Secretary............................George Susens

Minneapolis

Minneapolis Consolidation

GEORGE SUSENS 
Secretary

M. P. ERNST 
President

THE First National Bank in Minne
apolis and its affiliate, the First Min

neapolis Trust Co., Avill be consolidated 
February 1st, as the First National Bank 
and Trust Co.

This was announced, following meetings 
of directors of the two institutions, by 
Lyman E. Wakefield, president of the 
bank and chairman of the board of the 
trust company, and Robert W. Webb, 
president of the trust company. The 
plan will be submitted to stockholders of 
the institutions at a special meeting about 
January 24th.

All officers and employes of the bank 
and trust company will be retained under 
the consolidation. Mr. WTebb will be 
chairman of the trust department of the 
First National Bank and Trust Co. B. Y. 
Moore and W. F. McLane, vice presidents, 
and A. B. Whitney and W. J. Stevenson, 
vice presidents and trust officers, will have 
the same offices in the merged organi
zation.

Mr. Wakefield also announced the elec
tion of Harrison H. Whiting, president 
of the Pillsbury Flour Mills Co., as a 
director o f the First National Bank, to 
fill the vacancy caused by the death De
cember 11th, of Albert C. Loring. Mr. 
Loring was president of the milling com
pany from 1908 until his death.

Under the consolidation plan, all bank
ing business of the First Minneapolis 
Trust Co. will be taken over by the First 
National Bank and handled by the bank
ing department of the new First National 
Bank and Trust Co. All checking ac
counts will be handled in the present 
banking room of the First National on the 
balcony floor of the building. All sav
ings business will be conducted in the 
quarters of the First Minneapolis Trust 
Co., in the First National-Soo Line annex. 
The present savings and women’s banking 
departments of the First National Bank 
will be moved from the room at the Mar
quette Avenue-Fifth Street corner into 
the present trust company offices.

The First Minneapolis Trust Co. will 
end a corporate existence of 44 years, 
most of that time as an affiliate of the

First National. Most directors of the 
institutions are on the boards of both. 
The bank and trust company compete for 
both checking and savings business and 
the consolidation will eliminate this com
petition.

“ The announcement of our intention 
to consolidate the two institutions is the 
result of several years’ consideration,” 
said the statements of Mr. Wakefield, and 
Mr. Webb. “ Our first consideration has 
been the desire to offer unexcelled trust 
facilities, with facilities to give such serv
ice and financial responsibility great 
enough to warrant public confidence.

W ith  R. C. C.
Andrew Enger, for the last 10 years 

cashier of the Pipestone National Bank, 
has resigned to take a position as inspec
tor for the Regional Credit Corporation.

Consolidated
Announcement of the consolidation of 

the Farmers and Merchants State Bank 
with the Lowry State Bank, at Lowry, 
was made following transfer of banking 
equipment to the offices of the latter in
stitution.

Negotiations were recently completed, 
the new bank was greeting all old and 
new customers in the quarters of the 
Lowry State Bank.

Lowry is situated in one of the best 
farming communities of Pope county and 
both institutions had enjoyed the respect 
and confidence of the territory which they 
served so well.

Reduce Interest Rates
Banks in Minneapolis, in line with the 

action taken by Chicago and other large 
city banks recently, have decided to re
duce the rate of interest they have been 
paying on savings deposits one-half of 
one per cent per annum.

“ This will still leave the rate equal to 
that paid in other cities comparable to 
Minneapolis,”  according to a statement 
issued by the banks. “ For several months

it has been growing increasingly difficult 
to invest savings deposits at reasonable 
rates of interest and at the same time see 
that they are invested in the safest and 
best securities, and there seems no im
mediate prospect of any change in that 
situation.”

The bankers said that whenever condi
tions improve so they are able to pay a 
better rate on savings they will be glad 
to do so.

To Reorganize
A plan for reorganizing the First Na

tional Bank, of Ortonville, is now under
way. A depositors’ committee has the 
work in charge and a new capital stock 
of $25,000 and a surplus fund of $5,000 
is being solicited.

A t  Chicago M ee ting
Four Twin Cities bond men were 

among speakers at a forum on municipal 
finance held in Chicago under the auspices 
of the Investment Bankers Association.

They were E. S. Judd, of the First 
Securities Corporation, St. Paul; Herbert 
A. Abernethy, of Kalman Co., St. Paul; 
R. G. Andrews, of the Wells-Dickey Co., 
Minneapolis, and W. A. Simonton, of 
the BancNorthwest Co., Minneapolis.

The forum studied methods of effecting 
greater efficiency in municipal and 
state finances and in emergency relief 
programs.

Dies in Red W ing
Charles J. Sargent, 60, president and 

manager of the Goodhue County Bank, of 
Red Wing, died of a heart attack at his 
home recently. He was a nephew of 
E. W. Decker, of Minneapolis, president 
of the Northwestern National Bank.

Born in Mower county, December 13, 
1872, he came in 1906 as cashier of the 
Goodhue bank. He has worked in the 
First National Bank, at Austin, following 
his graduation from the Austin high 
school. He was the son of Millard H., 
and Elizabeth Decker Sargent. He was 
prominent in civic affairs and was a mem
ber of the Presbyterian church, besides 
belonging to many fraternal organi
zations.

M erged
The First State Bank, of Cuyuna, an 

institution in operation continuously for 
over 22 years, was taken over by the 
newly organized First National Bank, at 
Crosby, a neighboring town.

V o te  Dividends
Regular dividends for the last quarter 

of 1932 have been voted for thousands of 
stockholders in Minneapolis and over the 
northwest by the two large bank corpo-
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rations which have their headquarters 
there.

The First Bank Stock Corporation 
voted its regular 12y<¿ cent dividend and 
the Northwest Bancorporation its regular 
15 cent dividend, both payable January 
1st. It will mean a distribution of more 
than a half million dollars.

The dividend of the First Bank Stock 
Corporation will be paid on 2,125,654 
outstanding shares of stock and will go 
to stockholders of record December 21st. 
It will make total dividend distributions 
for 1932 approximately $1,562,000. It 
is estimated the operating earnings will 
be somewhat in excess of $4,000,000.

Stockholders o f the Northwest Bancor
poration at a recent meeting approved a 
plan by which the corporation now carries 
its investments in capital stocks of banks 
and affiliated companies on a net tangible 
asset basis.

The net tangible asset value of the 
1,614,531 shares of stock outstanding, not 
including good will and after setting 
apart a reserve for contingencies of $14,- 
000,000 as of October 31, 1932, is repre
sented by capital and surplus of $29,265,- 
055.40, equivalent to $18.12 a share. 
Changes voted on by the stockholders also 
provide that the corporation may issue 
2,000,000 shares of stock, all of which 
shall be without par value. With 1,614,- 
531 shares outstanding this provides a 
margin of 320,499 unissued shares for 
future requirements.

Net operating earnings for 1932 are 
estimated at $4,600,000, which compares 
with $5,900,000 for the year 1931.

Twenty Years
The Farmers State Bank, of Raymond, 

celebrated its twentieth anniversary, De
cember 17th, by keeping open house to its 
friends and customers in the Raymond 
community. The bank has not foreclosed 
a real estate mortgage since it was founded 
and has only foreclosed three chattel mort
gages in this time, is the record its officers 
point to with pride.

This bank was organized in the fall of 
1912 by Wilmar men.

To Hold 
Spring Meeting

The annual meeting for 1933 of the 
executive council, American Bankers Asso
ciation, will be held at the Bon Air-Van- 
derbilt Hotel, Augusta, Georgia, April 
10th-12th, it is announced by F. N. Shep
herd, executive manager of the associa
tion. The council consists of 114 members, 
representative of the geographical distri
bution of the membership in the general 
organization and of its major functional 
subdivisions. Detailed reports on all the 
activities o f the association are received 
and passed on by the council and matters 
of policy determined.
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Loss of Time 
means

Loss of Interest

Profit often depends upon 
the speed with which out- 
of-town items are converted 
into cash.

T h e  efficient, twenty-four 
hour service of our Transit 
and Collection Departments 
precludes avoidable delay.

PHILADELPHIA
NATIONAL BANK

ORG ANIZED 1803

P H IL A D E L P H IA ,  P A .

CAPITAL and SURPLUS_________________*42,000,000
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North Dakota Bank News
Officers North Dakota Bankers Association

President.........................................................................T. A. Tollefson
Dickinson

Vice President.....................................................................D. R. Green
Grand Porks

Secretary...........................................................................C. C. Wattam
Fargo

Heads Association
J. E. Davis, president, Dakota National 

Bank and Trust Company, Bismarck, 
North Dakota, has been elected president 
of the Bismarck Association of Commerce.

Mr. Davis has long been prominent in 
development work in western North 
Dakota.

Resigns
V. D. Lord, connected with the First 

National Bank, of Cando, for the last 16 
years, has resigned his position to accept 
an appointment as inspector in this vicin
ity of the Regional Agricultural Credit 
Corporation, of Minneapolis.

His new work will consist of inspecting 
livestock or “ barnyard loans,”  grain on 
the farm and feeder loans made to farm
ers in this section. No successor will be 
named by the bank until the annual meet
ing but the post of the board of directors 
will be temporarily filled by T. S. 
Harkison.

Re a d j u s t m e n t  has proceeded
swiftly throughout the year, and 
the prospects are undoubtedly bet

ter than they were at the end of 1931, 
however, it has become increasingly clear 
that the likelihood of any reasonably 
prompt recovery from the world-wide de
pression depends largely on political ac
tion at home and abroad. War debts, 
trade barriers, monetary restoration, 
budget balancing, and political stability 
represent problems that have become more 
vital than ever to the world’s economic 
welfare and that depend for their solution 
on the action of public officials.

Political Factors
“ Any attempt to appraise the signifi

cance of the present situation must, there
fore, be predicated on certain assumptions 
regarding the policies to be pursued by 
the governments of the principal nations. 
I f  the existing problems are handled with 
an adequate appreciation of the economic

Mr. Lord was first employed by the 
bank in 1916 as stenographer. He re
signed to serve in the World War and on 
his return two years later was re-em
ployed by the bank as first assistant cash
ier and in 1926 was made cashier and 
director to succeed Frank Shanley.

Elected to Board
The greater North Dakota Association 

recently elected J. P. Wagner, cashier, 
Dakota National Bank and Trust Com
pany, Bismarck, to membership on the 
board. Mr. Wagner long has been identi
fied with the development of his state. In 
his new position he will represent Bur
leigh, Logan, Emmons and Sioux counties. 
Mr. Wagner is a member of the commit
tee on education of the North Dakota 
Bankers Association and formerly was 
president of the Missouri Slope District 
Bankers Club.

Mr. Wagner was Burleigh County 
chairman of the Greater North Dakota 
Association.

principles involved, it is reasonable to 
expect that the coming year will witness 
a continuation o f the progress that was 
begun in the latter half o f 1932. How
ever, there must inevitably be a period of 
uncertainty and hesitation until decisive 
steps are taken to remove the politico- 
economic obstacles that now stand in the 
way of recovery, and until enough time 
has elapsed to give some indication 
whether the decisions reached represent 
adequate solutions.

War-Debt Default
“ The default by several nations on 

their war-debt payments to the United 
States due on December 15th, cannot be 
regarded otherwise than as a blow to 
confidence and, consequently, as a set
back to trade revival throughout the 
world. It is to be feared, moreover, that 
the default will tend to retard, rather 
than promote, the final solution o f the 
debt problem. How serious the adverse

effects may be will depend on the extent 
to which the American attitude in the 
face of this unfortunate development is 
tempered with a broad-minded apprecia
tion of the debtors’ point of view. The 
principal need of the moment is a settle
ment of the question that will end the 
present uncertainty, and the achievement 
of a satisfactory solution will require as 
much good will and mutual toleration as 
can be summoned to the aid of the 
negotiators.

Comparison
“ Measured by almost any of the ac

cepted standards of economic welfare, 
the year 1932, taken as a whole, was a 
period of deeper depression than 1931. 
The production and distribution of com
modities were at lower levels; unemploy
ment was greater; the earnings of busi
ness enterprises were smaller and losses 
larger, and commercial failures were more 
numerous. Prices in general continued 
to decline, although the downward trend 
was interrupted by a sharp advance dur
ing the third quarter of the year. Dis
tress among the farming population was 
increased by the further drastic decline 
in'prices o f agricultural commodities.

A  conspicuous and significant exception 
to the general trend must be noted in the 
case of bank failures, which, while very 
numerous, were less so than in the pre
ceding year. This favorable comparison 
was made possible by the marked im
provement in financial conditions that 
began in the summer. In four of the first 
seven months of 1932, bank suspensions 
outnumbered those in the corresponding 
months of 1931; and the total for the 
current year through July was 22 per 
cent above that a year earlier. In the 
following three months failures reached 
only 25 per cent of the 1931 figures, with 
the result that the total for the first ten 
months of the year was equivalent to only 
about two-thirds of that for the similar 
period of 1931. It is likely that the fig
ures for the closing weeks of the year will 
make an even more favorable showing, 
inasmuch as the latter part of 1931 was 
a period of deep financial distress, where
as the financial system in the last two 
months appears to have retained a large 
measure of the improvement recorded in 
the third quarter of the year.

“ Another important respect in which 
1932 compares favorably with 1931 is 
that the earlier year was one of almost 
uninterrupted recession and closed with 
the general level of trade at a new low 
point, while 1932 may be divided, roughly, 
into two parts, with the first half charac
terized by a continuation of the recession 
and the second by numerous indications 
of revival. As far as future possibilities 
are concerned, this contrast is probably 
more significant than a comparison of 
actual levels of production and distribu
tion. At the end of 1931, the downward
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movement was still definitely under way ; 
at present, it appears to have been 
checked.

Remaining Difficulties
“ The principal sources of unsettlement 

that remained were the American political 
campaign, the persistent parliamentary 
crisis in Germany, the strangulation of 
international trade by excessive tariffs 
and other barriers, monetary instability, 
the obvious fact that the one-year mora
torium had been far from sufficient to 
bring about a solution of the war-debt 
problem, and the apparent necessity for 
further deflation in certain directions in 
this country in order to restore price

equilibrium and stability in public finance. 
The American election removed one of 
these sources of uncertainty and at the 
same time brought assurance of an over
whelming party majority in Congress, 
with an end to the divided responsibility 
that had been held partly accountable for 
the lack of coordination in the formula
tion and execution of governmental 
policies.

“ Most of the other uncertainties re
main, and it is universally agreed that 
concerted international action will be nec
essary to remove them. For the most 
part, they are mutually interrelated. The 
German political situation, for example, 
could be strengthened by international

agreement on armaments and reparations, 
which, in turn, both depend upon and 
must help to determine any decision 
reached with respect to the war debts. 
The debt question is intimately related 
to that of trade barriers, as is that of 
monetary stabilization.

“ The urgency of these problems and the 
fact that each of them is dependent to a 
greater or less extent on the others ex
plain the eagerness with which the world 
awaits the outcome of the international 
economic conference that is expected to 
meet early next year. Many international 
conferences have been held in recent years, 
but none with such a wealth of oppor
tunities for direct benefit to the whole 
world. It is probably no exaggeration to 
say that the actions taken by the confer
ence will become the chief influences 
hastening or retarding the recovery of the 
world from the economic collapse of the 
last three years.”

Two Georgia darkies were discussing 
the financial condition of the country. 
They didn’t agree.

“ You’s all wrong,” one vociferated. 
“ Dey ain’t no money sho’tage. Ah asked 
mah bankuh is he out o’ money and he 
tuk me in de vault and showed me piles 
an’ piles o’ money. An’ I says could he 
let me have jes’ a little. An’ he says sho’ 
he could. Has Ah any collat’rul? An’ 
Ah hasn’t. Now dat’s what’s de mattuh 
wif dis country. Dey’s plenty o’ money 
but we’se jes’ runnin’ sho’t on collat’rul.”

Gruff Father (to son) : “ Why don’t
you get out and find a job? When I was 
your age I was working for $3 a week in 
a store, and at the end of five years I 
owned the store.”

Son: “You can’t do that nowadays.
They have cash registers.”

An Englishman entered a Scotch 
butcher shop and ordered “ a sheep’s 
head.”

The butcher called down to his assistant 
in the cellar : “ Aleck, bring up a sheep’s 
head.”

Then the Englishman chimed in : “ I
want an English sheep’s head.”

So the Scotch butcher shouted down 
the cellar again. “ Aleck,”  he instructed, 
“ take the brains out of it.”

A  camera man, working for the educa
tional department of a film company, met 
an old farmer in town and said:

“ I have just been taking some moving 
pictures of life out on your farm.”

“ Did you catch any of my men in 
motion?” asked the old man curiously. 

“ Sure, I did.”
The farmer shook his head reflectively, 

then said: “ Science is a wonderful
thing.”

In 1933
The Drovers Policy is un
changed. Always based 
upon Enduring Principles; 
it meets the sound needs 
of Drovers Customers this 
year as in pre-1929.

Dr o v e r s
NATIONAL BANK 
TRUST 6J SAVIN US BANK

Union Stock Yards -* Chicago, 111.

1933-Century of Progress Exposition in Chicago
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Brief News from Iowa Banks
By  J . A. SARAZEN

Field Reporter

EFFECTIVE January 1, 1933, the rate 
of interest to be paid by the Cedar 

Rapids banks, Cedar Rapids, Iowa, will 
be reduced from 3 per cent to 2% per cent 
per annum on time and saving’s deposits 
as evidenced by pass books. Interest will 
be paid on accounts remaining three or 
more calender months.

The rate of interest on certificates of 
deposit will be 3 per cent per annum. 
Certificates are issued for not less than 
six full months. I f a certificate is issued 
for six months and is brought in after 
eight or nine months the depositor will 
be paid interest for a period of time is
sued only without he wishes to renew it. 
In that case it would be dated back the 
two or three months.

All six banks in Cedar Rapids belong 
to the Clearing House Association and all 
six have Christmas Clubs. It is under
stood that two of the banks will pay no 
interest on Christmas Club savings ac
counts and the others will pay 2 ^  per 
cent.

MANY BANKERS have asked about 
the charge other banks are making in 
cashing checks for noncustomers. The 
following charges were taken from a bul
letin board in the Farmers Savings Bank, 
Walford, and to my way of thinking 
seems to hit a happy medium. The card
board, which is about 22 inches long and 
about 14 inches Avide, and placed near 
the teller’s cage, reads as follows:
TO NONCUSTOMERS FOR

CASHING CHECKS 
The following charges will be made on 

all checks on other banks where currency 
is desired:

5c per check up to $ 25.99 
10c per check from $ 25.99 to $ 50.99 
15c per check from $ 50.99 to $ 75.99 
20c per check from $ 75.99 to $100.99 
25c per check from $100.99 to $150.99 
30c per check from $150.99 to $200.99 

Over $200.99— Charge Accordingly

KENNETH W. RASH, cashier of the 
Farmers State Bank, Monona, was re
cently operated on and confined to his 
home for a considerable time.

FRANK STRUCHEN, director of the 
Early Savings Bank, recently passed 
away at the age of 64. It is expected he 
will be replaced on the board at the an
nual stockholders’ meeting held in Jan
uary.

I. J. BURK on the directorate of The 
First National Bank, Rippey, was re
cently elected vice president to fill the 
vacancy caused by the death of O. S. 
Gilliland.

THE STORY COUNTY State Bank 
of Roland, was transfered to Story City, 
December 13th. An office will be main
tained at Roland. Story City has been 
without banking facilities since October 
8, 1932.

Jacob Erickson is president, G. B. 
Jensen is executive vice president and 
R. A. Sweet is cashier. This bank also 
maintains an office at Zearing.

JOHN SIEH, vice president of the 
Farmers Trust and Savings Bank, 
Spencer, has been on the sick list the last 
two months and confined to his home. He 
has been feeling better and may be back 
at his desk after the first of the year.

CEDAR RAPIDS banks paid more 
than $200,000 to Christmas Club members 
last year. This is about $50,000 short of 
the year before. Most of the officers in 
charge of the Christmas Clubs say ac
counts are not being opened quite as fast 
this year as last year and look for a little 
less Christmas Club business in 1933.

THE FARMERS Savings Bank, Bay
ard, held their annual meeting December 
7th. N. E. Horine was added to the

board and the following directors were re- 
elected: John Moyland, C. R. Bryan,
John Peekumn, Jens Jensen, Jacob Ess- 
linger and C. P. McDonald. It was de
cided to pay a 4 per cent dividend and 
$500 was added to the surplus.

IF THERE is a grand old man of 
banking it certainly is J. M. Dinwiddie, 
president of the Cedar Rapids Savings 
Bank. He celebrated his 80th birthday 
November 15th, and still is very active in 
the bank. He keeps regular banking 
hours from 9 a. m. to 3 p. m. and has no 
thought of retiring.

On the occasion of his 80th birthday 
the Cedar Rapids Chamber of Commerce 
held a banquet in his honor which was 
attended by 150 Cedar Rapids business 
men. One of the local papers in com
menting on the meeting refered to the 
business men as “ his kids.”

Mr. Dinwiddie is also president of the 
Cedar Rapids Clearing House Associa
tion. He was cashier of the Cedar Rapids 
Savings Bank for about 25 years and has 
been president for the last 25 years. The 
bank will celebrate its 50th anniversary 
next March.

O. E. MARTIN, cashier of the Solon 
State Bank, reports business has been as 
satisfactory as can be expected. The 
Solon State Bank was opened as a new in
stitution last year, and deposits are now 
over $100,000. There were formerly two 
banks in Solon.

R. A .  C. C. Information
B. F. Kauffman, Des Moines, chairman 

of the “ Committee on Banking and Agri
cultural Credit Facilities” as well as Fred 
J. Figge of Ossian, president, respectively 
of the Iowa Bankers Association, have 
upon behalf of the foregoing mentioned 
committee and officers of the association 
mailed to all of the Iowa banks a copy 
of a bulletin giving an outline of how 
applications for agricultural chattel loans 
should be completed by farmers for any 
loans that they may desire to obtain from 
either the Sioux City or Omaha offices 
of the Regional Agricultural Credit Cor
poration. It is anticipated that bankers 
more and more will be called upon by 
their farmer customers for assistance in 
filing applications with the Regional 
Agricultural Credit Corporation for agri
cultural loans.

Cashier at Crestón
A. W. Nichols has been elected to the 

position of cashier of the Farmers and 
Merchants Savings bank of Crestón.

The new cashier has had many years 
experience in the business of banking. 
For 14 years lie ivas located at Ft. Dodge, 
Iowa, where he was connected with the 
First National bank of that city. Later
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lie accepted a position with the state bank
ing department of Missouri, and was 
domiciled at Purdin, Missouri.

Resigns
Resignation of Ralph T. Mason as pres

ident of the First Iowa State bank, Albia, 
was accepted at a meeting of the board of 
directors, and A. J. Roberts was elected 
to fill the vacancy.

Mr. Mason had served as president and 
Mr. Roberts as vice president and cash
ier since the bank was organized three 
years ago through the consolidation of 
three former Albia. banks.

Roy Alford, assistant cashier, was 
elected cashier by the directors at the 
same meeting.

W ith  D ike Savings
Ben H. Fletcher of Dike, who has been 

connected with the Omaha Land Bank for 
the last several months, was prevailed 
upon by his Dike business friends to re
turn home and again become cashier of 
the Dike Savings Bank.

President Resigns
Cyrus K. Blake, president of the 

Union Bank & Trust Co., Ottumwa, since 
its organization, July 11, 1931, has re
signed, effective December 31st.

Mr. Blake, who will retain his member
ship on the hoard of directors of the bank 
and who expects to maintain his residence 
in Ottumwa, plans to go south, probably

to Biloxi, Mississippi, to spend the re
mainder of the winter. After that he has 
tentative plans to travel abroad.

W reck First Bank
Built when Sioux City was a small 

town, a building, said to have been con
structed for Sioux City’s first financial 
institution, is being torn down.

The building which is 70 to 80 years 
old was constructed to house the Sioux 
City bank, owned by the late Thomas J. 
Stone. It stood for many years at the 
northeast corner of Fourth and Pearl 
streets. With the advent of brick and 
stone buildings, it was moved to the Sioux 
street address.

Branch Bank at Slater
The Union Trust and Savings Bank of 

Ames, has opened a branch bank at Slater. 
The branch is located in the building 
which was formerly the home of the 
Farmers Savings Bank there. M. S. 
Heggen, formerly of the Farmers Bank, 
is in charge. The Ames institution an
nounces that the branch was established 
at the request of Slater people and its 
duration will depend upon the response 
given by Slater people.

A nnua l M eeting
The entire list of nine directors of the 

Citizens Savings Bank of Hawkeye, were 
reelected at the fifth annual meeting of 
stockholders as follows: L. H. Hauth, 
A. L. Eitel, H. A. Sweigard, H. J. Schlat
ter, A. A. Gager, C. A. Mitchell, J. B. 
Palmer, W. W. Burkhart, H. F. Fritz.

Re-opened
The Farmers State Bank in Malcom 

opened recently for the transaction of 
business. The bank was only closed for 
a short time and the necessary waivers 
were obtained very quickly. John Hab- 
erer is the cashier and Otto Schultz 
president.

Q uarte rly  D ividend
The board of the Central National Bank 

and Trust Co., Des Moines, voted the 
regular quarterly dividend of $1.25 a 
share. It was payable December 31st.

In Fort Dodge
Announcement was made recently that 

H. E. Läufer, former Illinois banker and 
for the last six and one-half years a 
national bank examiner for the federal 
government, has become affiliated with the 
Fort Dodge National Bank as a credit 
officer. Mr. Läufer has resigned as bank 
examiner and has already taken over his 
new work with the Fort Dodge bank.
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Treynor W ill  Filed
The entire estate of the late Thomas P. 

Treynor, vice president of the Woodbury 
County Savings Bank, Sioux City, is left 
to the widow, Mrs. Bertha Eugenie Trey
nor, by Mr. Treynor’s will.

Dated April 15, 1930, the will makes 
Mrs. Treynor executrix without bond. 
Witnesses to the instrument were A. R. 
Miller and Rose A. Larson.

Mr. Treynor died December 2nd. At
torneys and relatives said they are unable 
to estimate the value of the estate but it 
is believed $75,000 is an approximate 
appraisal.

County M ee ting
Thirteen bankers recently enjoyed a 

delightful dinner, and an interesting 
program and business session, sponsored 
by the Hamilton County Bankers Associa
tion. The event was held at the school 
house in Randall, with the Randall State 
Bank, of which Mr. J. H. Brekken is 
executive officer, acting as host to the 
gathering.

Re-opens
The depositors’ committee of the Mon

tezuma Savings Bank reopened the bank 
recently. The citizens of the county seat 
town worked night and day to accomplish 
this good work of re-establishing their 
bank on a good business foundation. It 
means that Montezuma has a bank that 
is the only one between Oskaloosa and 
Grinnell.

Paroled
John J. Brandt and A. E. Goetsch, 

former employes of the American Sav
ings Bank and Trust Co., and the Peoples 
Trust and Savings Bank, respectively, of 
Davenport, were freed on parole from 
Port Madison recently, and returned to 
their homes. Each had served approxi
mately 19 months on embezzlement 
charges.

W ith  V illisca  Bank
J. M. Hockett, an experienced bank 

executive, became affiliated recently with 
the management of the Villisca National 
Bank. Mr. Hockett came to Villisca from 
Oskaloosa, where he has held a position 
for the last five months as business man
ager of Penn College.

Prior to his association with Penn Col
lege he was the cashier and managing 
director of the Home National Bank, at 
Elgin, Illinois, a position which he had 
held for 14 years. Before accepting the 
executive position with the Elgin bank 
he served as cashier and managing di
rector o f the Citizens State Bank, at 
Colfax, Iowa.

Grant H om e Loans
Loans totaling $575,000 to Iowa and 

Missouri member institutions were ap
proved last month at a joint meeting of 
the executive committee and board of 
directors of the eighth district Federal 
Home Loan Bank in Des Moines.

The block of loans was the first to be 
approved by officials of the Des Moines 
institution.

Money for the payment of these loans 
will be available as soon as the bank 
can draw on the United States treasury, 
according to Frank P. Stevens of Kansas 
City, Missouri, chairman of the board of 
directors.

Mr. Stevens also announced selection 
of Frederick M. Henry of Webster 
Groves, Missouri, as secretary-comptrol
ler of the local institution. Mr. Henry is 
a former banker, having been connected 
with a New York banking institution for 
five years.

Applications for membership of 12 in
stitutions, mostly building and loan firms, 
were approved, comprising two from 
Iowa, two from Minnesota, three from 
North Dakota and five from Missouri.

The district home loan bank now has 
a membership application list of 87 insti
tutions with joint assets of over $75,000,- 
000, Mr. Stevens said.

W orth Remembering

DURING the year just past, this bank has 
repeatedly proved both its ability and its 

willingness to he helpful to Iowa bankers 
whose Des Moines business we handle.

When considering a Des Moines connection, 
yon will find this fact worth remembering.

BANKERS TRUST CO. BANK
"MEMBER 

FEDERAL RESERVE. 
fo ^ S Y S T E M ^ I

COR. 6th AND LOCUST STS., DES MOINES 
CAPITAL $1,000,000. SURPLUS $200,000.

L. B. BAR TH O LO M EW
Vice Pres.-Trust Officer

PAU L BEER
President, The 
Flynn lDairy Co.

DR. O. J. F A Y  Surgeon

H E N R Y FRAN KEL
Treasurer, Younker Bros. 

J. G. GAM BLE Attorney

—  D I R E C T O R S  —

J. W . HOW ELL
Vice President, War- 
held-Pratt-Howell Co.

F. W . HUBBELL
Vice Pres.-Treas., Equi
table Life Ins. Co. of Iowa

J. W . HUBBELL
Vice President, F. M. 
Hubbell Son & Co.

B. F. KAU FFM AN
President

L. B. M A Y T A G
Capitalist

S. L. SHEUERMAN
President, Sheuerman 

Brothers, Inc.

B. B. VORSE
Vice President
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Cashier Resigns
Martin Hagensick, cashier of the Gut- 

tenberg State Bank during the past two 
years, leaves his position at the end of 
the year to become deputy in the office 
of the clerk of district court at Elkader.

His resignation as cashier of the local 
institution was accepted by the board of 
bank directors at their regular meeting.

O pen  Exchange
Officers of the Security State Bank of 

Sutherland have opened a window in 
Hartley, and are now giving that city 
and surrounding territory banking 
facilities.

At a meeting recently it Avas decided 
to invite the bank management of the 
Sutherland bank to come into the com
munity and give a window service for a 
period of 30 days with an understanding 
that at the end of that time if matters 
were satisfactory they would be backed 
for a charter.

Check Clearings
Check transactions through Des Moines 

banks totaled $636,569,000 for the first 
11 months of 1932, clearing house records 
showed.

Three months —  January, April and 
June, went above the 60 million dollar

mark, while four others, March, May, July 
and August, showed totals in excess of 55 
million dollars.

Monthly totals folloAv: January, $62,- 
274,000; February, $53,279,000; March, 
$57,006,000; April, $64,363,000; May, 
$59,156,000; June, $60,352,000; July, 
$59,250,000; August, $56,097,000; Sep
tember, $52,624,000; October, $58,905,- 
000; November, $53,263,000.

N ew  Vaults
Extensive remodeling of the former 

First National Bank building, to be occu
pied in the near future by the First Capi
tal State Bank of Iowa City, is under way 
with the general aim to increase the size 
of the lobby of the banking room and 
providing many additional facilities for 
patrons.

Two additional new vaults are being 
constructed in the bank building, one to 
be the customers’ vault in the basement, 
and the other to be one of the bank vaults 
to he located on the first floor directly 
above the customers’ vault.

H o  me Bu rns
The home of M. C. Banning, Dexter 

banker, was destroyed by fire recently. 
The only thing saved from the house was 
a small trunk on which Mrs. Banning, 
who was alone, sat while attempting to 
summon help which came too late to be 
of material assistance. The loss was en
tirely covered by insurance.

Cashier at Cam bridge
N. E. Kelley, of Altoona, was elected 

cashier of the Cambridge State Bank at 
a meeting of the board of directors. He 
takes the place of H. H. Bexvold who has 
acted as cashier since the bank was organ
ized a little over five years ago. Mr. 
Bexvold having found it necessary to give 
up his duties on account of his physical 
condition.

Funeral Services
Funeral services for G. H. Austin, 67, 

president of the Garwin State Bank and 
of the Tama Commercial Savings Bank, 
who died at the home of his brother-in- 
law, were held in Tama recently.

Rob O yens Bank
Threatening Peter Fisch, cashier, with 

a revolver, a bank bandit, either a negro 
or wearing a black mask, scooped up $184 
from the counter of the bank at Oyens, 
recently, and departed rapidly. Although 
all roads were guarded in a few minutes, 
the bandit got away safely.

The bandit threatened Mr. Fisch with 
the gun and commanded him to lie down 
on the floor. There were no customers in

60 YEARS SUCCESSFUL OPERATION
DESIGNING AND MANUFACTURING FIXTURES 

FOR

BANKS, STORES, COURT HOUSES, PUBLIC 
BUILDINGS, ETC.

THE FISHER COMPANY
CHARLES CITY, IOWA

SPECIALIZING ON FIXTURES FOR BANKS. WRITE FOR PRICES

L l t l i o g r a p l i i n g  C o m p a i i g
515 TWENTY EIGHTH STREET

Des Moines

GEORGE H. R A G S D A L E

EDW IN G. R A G S D A L E
S E C  R E  T A R  Y
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the bank, which had just been opened for 
business. The bandit came back of the 
counter and helped himself to all the 
money he found loose.

Com m unity Sale
Henry Harms, Brunsville and Merrill 

hanker, was in LeMars recently making 
preliminary arrangements for a commun
ity sale of horses to be held in Brunsville 
January 19th. The sale is expected to 
redistribute available horses in Plymouth 
county and to provide cash for farmers 
who have more horses than they need.

“ Horses and good used farm machin
ery are going to be the most desirable 
farm property in the next few years, in 
fact, for many years to come,” Mr. Harms 
said, “ The trend is very noticeable, even 
now.”

Banker Dies
Wm. Mee, for many years a prominent 

banker at Gladbrook, and who left there 
25 years ago to engage in the banking 
business in Oklahoma City, died suddenly 
from heart failure while walking about 
in his yard. He was 72 years old.

Mr. Mee when a young man was em
ployed in the Grundy County National 
Bank in Grundy Center and he began his 
long and successful banking career there. 
Later he became affiliated with the First 
National Bank at Gladbrook and retain
ing an interest there up to the time of his 
death.

M e e t in M ap le ton
W. M. McDonald, cashier of the Rod

ney State Bank, at Rodney, was elected 
president of the Monona County Bankers 
Association at the annual meeting held 
in Mapleton. He succeeds Fred H. Welch, 
vice president of the First State Bank of 
Mapleton, who served last year.

William L. Temple, cashier of the Ute 
State Bank, was elected vice president 
and Orville Spahn, assistant cashier in 
the Ute bank, was named secretary and 
treasurer. Edmund Valentine of the 
First National Bank of Mapleton is the 
retiring secretary and treasurer.

Sends Back M o n e y
Sheriff L. E. Hovey, Algona, received 

$8 and the following self-explanatory 
letter from Arthur Rosenmeyer, serving a 
life sentence at Fort Madison on a charge 
of robbing the Bank of Lu Verne: “ I 
am sending you $8 that I am supposed to 
have gotten from those two fellows who 
robbed the Bank of Lu Verne, and I 
would be very pleased if you would re
turn it to the rightful owners. As the 
bank is closed I do not know where to 
send it. I do not want any of that kind 
of money, for money obtained dishonestly 
must be returned sometime. I saved a

few dollars out of the few cents I get here 
every day, hoping and denying myself 
things to try and pay for things I got 
wrongfully.”  The money was turned over 
to G. S. Buchanan, receiver of the bank. 
Rosenmeyer, a former St. Benedict youth, 
has now served a little over two years. 
Sheriff Hovey recalls that at the time of 
his arrest he stated that he obtained only 
$8 from the two men who did the robbing.

Mrs. H a ll Dies
Mrs. P. W. Hall, 63, wife of a former 

state secretary of the Iowa Bankers Asso
ciation, died in Los Angeles, California,

recently from heart attack after an illness 
of several months.

Her husband, who survives, is a former 
mayor of Sheldon, Iowa, where he was in 
the banking business. After coming to 
Des Moines he served as secretary of the 
Iowa Bankers Association from 1910 to 
1916.

Scared Husband: “ You say you found
a letter in a woman’s handwriting in my 
pocket this morning? I don’t know how 
it got there!”

Irate W ife : “ I d o ! I gave it to you
to mail two weeks ago!”

W elco me
1933

WE confidently  w e lcom e the N  e w  Year 
because w e  have faith in the future —  

pride in the past.

To you— our correspondents/ w e  renew this, our 
thirty-seventh/ N e w  Year pledge o f  safe/ co n 
servative operation and conscientious service.

GRANT McPHERRIN
President

LELAND WINDSOR LYNN FULLER
Vice President Vice Pres.and Cashier

t h e : o ld  r e l i a b l e :

C e n t r a l  N a t i o n a l
BAN K E.TRUST COMPANY

F I F T H  A V E .  B e t w e e n  W A LN U T and LO C U S T

D e s  M o i n e s ------------ I o w a
1 i
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The Outlook for 1933
IMPROVEMENT in business psychol

ogy in 1933 despite continuation of 
severe difficulties was emphasized by 

A. C. Ernst, head of the accounting firm, 
Ernst & Ernst, in a year-end statement. 
Regulation of destructive cut-throat com
petition was cited as one of the principal 
needs in the coming year.

“ The panic spirit of a year ago is past,” 
said Mr. Ernst. “ This has been replaced 
by an attitude of resignation to and ac
ceptance of hard facts of the depression. 
The resignation is now being replaced by 
a new courage for the future and a fight
ing spirit in all walks of life. This should 
augur well for the future, for it indicates 
returning confidence. The year 1932 
looks to me like the most critical year of 
the depression period and a certain 
amount of encouragement may be gath
ered from the fact that it is past.”

Regarding business results for 1932, 
Mr. Ernst said: “ Conditions will vary
as to individual companies, but shrinkages 
in gross income of 20 per cent to 50 per 
cent will not be unusual.”

Looking forward to 1933, Mr. Ernst 
said: “ It is apparent that there are many 
cloudy situations, but there are also some

fundamental certainties. We must face 
the extraordinary adjustments resulting 
from the past three years of extreme de
flation. Fixed charges, whether they be 
for debt service, taxes or the results of 
over-expansion must be dealt with on 
sound business principles. Debt instal
ments must be refunded upon a conserva
tive basis if payments can not be met.

“ The preparation of budgets for 1933 
deserves the most serious thought of ex
ecutives. Budgets represent the first or
der of business now more than ever before. 
No organization which hopes to be suc
cessful should adopt a program for 1933 
which does not calculate definitely for 
vastly improved results in all departments 
of the business.

“ For each corporation to set its own 
house in order is the prime requirement 
of the present time. This may involve 
further trimming, further contraction and 
further liquidation. This in itself is pain
ful, but in the long run it is good. It is 
the normal course of events toward the 
tail end of every depression in our history. 
The first year or two always represent a 
period o f hope and of resistance to the 
inevitable. Then comes a spirit of new

determination, and we are now entering 
upon this period. It is not merely the 
forerunner of the dawn; it is largely the 
cause of the dawn.”

Better Cooperation
More cooperation to regulate destruc

tive competition within every industry 
was characterized as a major required de
velopment for 1933.

“ Individual struggle and effort on the 
part of each business executive is essen
tial,” said Mr. Ernst, “ but it is not 
enough. Individualism means competi
tion. Competition has its wholesome 
aspects, but when earned too far it is 
destructive o f the whole business and 
social order. Competition has long passed 
the point at which its maximum benefits 
are achieved. It is now at the stage where 
it is eating up the institutions which are 
needed to produce the goods and services 
required for our population, to furnish 
the employment, to produce the profit 
which makes for incentive. It is the profit, 
also, which supplies the taxes which sup
port the government.

“ Competition, therefore, has become an 
evil with which we must deal rationally, 
though tardily, as we have dealt with all 
other evils. My greatest hope for 1933 is 
that this will be done by a cooperative 
effort as between the business world and 
the political world. I f this is done, there 
is no reason why we can not come out of 
the depression stronger and better organ
ized than ever before.”

Stabilizing 
Bank Deposits

(Continued from page 16)

ageous and trustful or helpless people who 
still have much money in any bank ?

I f  the law1 wras passed so as to apply to 
deposits existing in banks at the time the 
law went into operation, it might be urged 
that it would be unconstitutional so far 
as it applied to such deposits. This would 
be upon the theory that there is an im
plied contract between the bank and its 
depositor to pay the deposit in full upon 
demand. The proposed measure would 
impair this implied contract, it might be 
urged, by requiring the withdrawing de
positor from a closed bank to refund some 
assessed portion of his withdrawal for 
the benefit of the receivership.

No Contract
My answer to this objection would be 

that there is no implied contract between 
the bank and its depositor that the bank 
will pay the deposit m full on demand 
regardless o f the solvency o f the hank.

W e say “Yes Ma’am”
to our Cooks
W om en cooks prepare the food for the 
Hotel Lexington restaurants. That’s why 
it’s so delicious and wholesome. And 
Lexington restaurant prices, like its room 
rates, are sensible — 35c for breakfast, 
65c for luncheon and $1.00 for dinner in 
the main dining room.

$3 a day and up for Lexington rooms—  
$4 and up for two persons.

H 0 T 8 L  J C S 'X IN G T O N
In Grand Central Zone, Lexington Ave. at 48th St.

N E W  Y O R K  CITY
CH ARLES E. R O C H E STE R, G e n e r a l  M a n a g e r

rat
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It is implied that in case the hank is in
solvent, the depositor shall receive a just 
dividend on his deposit. Deposits paid 
in full by a bank which is in fact insolvent 
are payments made under mistake of fact 
and ought to be recoverable in law. Full 
payment of a deposit by an insolvent 
bank is a payment made in violation of, 
rather than in accordance with, the im
plied contract between the bank and its 
depositor. Any law' relating to recovery 
of any just portion of such payment 
would not be a law impairing the obliga
tion o f contract, but rather a law for 
the reasonable and just enforcement of 
the contract, a law relating to the remedy 
for a violation of the implied contract.

Before the depositor can fairly ask 
anybody else to guarantee his funds in the 
bank should he not be required by law to 
submit to all reasonable regulations to 
protect the bank and his fellow depositors 
against his own hasty and unwarranted 
withdrawal of funds from the bank?

Help Ourselves
Would it not be well for us to give up 

trying to get somebody else to guarantee 
our own bank deposits and to figure out 
a way to do all we can ourselves as de
positors to guarantee the safety of our 
own deposits in our bank? I f we bank 
depositors take some such action as I 
have proposed to protect the bank officers 
and our co-depositors from our own mis
takes in judgment, will we not have even 
greater justification for our demand that 
the bank managers originate and intro
duce into the law, or banking practice, 
reforms that will better protect us against 
their own mismanagement or errors in 
judgment ?

Advantages of 
Canadian System

(Continued from page 14)

support banks of such dimensions, are 
served by branch banks. Indeed, there 
are only 10 banks in Canada, but their 
branches are to be found in even the most 
remote places where there is demand for 
banking service.

The trend may be seen in the fact that 
at confederation, 65 years ago, there were 
28 banks with 123 branches; since then 
the population of Canada has trebled, 
foreign trade has increased more than a 
thousand per cent, and there are now 10 
banks — with 3,970 branches in the 
Dominion!

The branch banks also reach out into 
other countries, and are an important 
factor in the rapid development of 
Canada’s foreign trade. There are 24 
Canadian branch banks in Newfoundland, 
seven in England, three in France, 13 in 
the United States, 5 in Mexico, 27 in 
the British West Indies, 47 in Cuba, 31 
in Central and South America, 17 in
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o ur Resolution
A S we enter the year, 1933, the CITY 

N A T IO N A L  BANK and its officers 
are resolved, more than ever, to continue 
to place emphasis on the friendly contacts 
and constant attention which should be 
given to every account entrusted to us, in 
order that the greatest satisfaction and the 
most efficient correspondent service may 
be secured.

T H E

City National Bank
C L IN T O N , IO W A  

Assets O ve r $ 9 ,0 0 0 ,0 0 0 .0 0
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Porto Rico, etc., 1 in St. Pierre and 
Miquelon, and 1 in Spain. There are 
now more Canadian banks outside of 
Canada than there were in the whole Do
minion at confederation.

Volumes can be written for and against 
the branch bank system. It may be con
tended that it tends to centralization; that 
it removes banking control from the 
communities immediately concerned. The 
advocates of the system will produce that 
same argument in its defense. Some
thing like this: Under a local system,
half a dozen men may decide to promote 
an enterprise which means business and 
status for the town. Local enthusiasm

20%
REDIJCTION

kin HOTEL
1 Pii ili 1 ig rakgggáá ¡IBS I r a t e s

Hotel Fort Des Moir

Hptel Blackhawk Davenport, Iowa

Hotel Hanford Mason City, Iowa

Hotel Saint Pau

Black Hawk Hotels 
have led the way in re
ducing hotel rates. At 
all of the seven Black 
Hawk Hotels your travel 
dollars go farther in buy
ing the finest of accom
modations and service.

NO DELAY
100% more minimum 

rate rooms at new low 
rates guarantee desired 
accommodations without 
delay or inconvenience. 
Rates for extra guest re
duced to surprisingly low 
figures.

You will enjoy your 
visit at any of our hotels
___and will want to come
again.

In Des Moines
HOTEL SAYERY

$2.00 and up

HOTEL FORT DES 
MOINES

$2.50 and up

In Davenport
HOTEL BLACKHAWK 

$2.00 and up

HOTEL MISSISSIPPI
$2.50 and up

HOTEL DAVENPORT
$1.50 and up

In Mason City
HOTEL HANFORD

$2.00 and up

In St. Paul, Minn.
HOTEL SAINT PAUL 

$2.50 and up

BLACK HAWK 
H H O T E L S  r

may be expected to temper the banking 
arrangements.

But if requests for credit are reduced 
to writing and submitted to bank execu
tives perhaps a thousand miles away, 
the enterprise will have to show that it 
is sound. There may be disappointments 
and heart-burnings, but there will be no 
such thing as an ill-considered enterprise 
failing and dragging down with it the 
local bank.

The branch bank system has been 
blamed for the relatively slow develop
ment of Canada, at least until recent 
years, compared with that of the United 
States. It has been charged with being 
too careful, too conservative. Perhaps it 
must accept that blame. In rebuttal it 
can claim that during depressions it 
stands u p ; that its depositors can sleep 
o’ nights.

When I was a lad I lived almost on 
the boundary between North Dakota and 
Manitoba. There Avas a town nearby 
on each side, and a bank in each town. 
The Dakota bank occupied the more 
pretentious building, but its capital was 
declared to be only $20,000; the Manitoba 
bank, although occupying what was little 
more than a frame shack, emblazoned 
upon its windows: “ Capital, $4,000,000 ;
Reserve, $4,000,000.”  There was no 
doubt in the mind of anyone which gave 
greater security to depositors.

It is not to be suggested that bank 
failures are unknown in Canada. Be- 
tiveen 1867 and 1923, Canada had 26 
bank failures. In 24 instances the note
holders were paid in full and in 13 in
stances the depositors also were paid in 
full. There has been no default of a 
Canadian bank note since 1881. The fact 
that, through the “ note redemption 
fund,” each bank is indirectly responsible 
for the notes of all other banks, no doubt 
discourages destructive tendencies and 
contributes to the strength of all. No 
dividend may exceed 8 per cent unless a 
bank has a reserve equal to at least 30 
per cent of its paid-up capital, and rigid 
inspection by government officers insures 
strict compliance with the law.

Another distinguishing feature of the 
Canadian banking system is the fact 
that under the Bank Act—which is its 
charter— no Canadian bank may make a 
loan on the security of real estate. That 
form of financing in Canada is left to 
mortgage companies and similar institu
tions. Banks may acquire real estate for 
their own purposes, or as security for 
loans already made, but they must not 
lend on it in the first place. This keeps 
capital liquid; a general slump in land 
prices, or absence of buyers, does not 
directly freeze their securities.

While many causes enter into explana
tion o f the fact that in 1931 bank fail
ures in the United States totalled 2,022, 
net, and there has not been a single bank

failure in Canada in nine years, these 
two are outstanding: A bank in the most 
remote or hardest hit district in Canada, 
though it have but one clerk and be 
housed in a frame shack, has at its com
mand all the resources and experience 
of its powerful parent and its string of 
associates all across the Dominion which, 
linked together like mountain climbers 
on a rope, are able to save it from fall
ing; and the Canadian banks, forbidden 
to make loans on real estate, are pro
tected in considerable degree from the 
possibility of finding assets frozen at the 
very moment liquidity is essential.

Aside from direct material considera
tions, the showing made by the banks of 
Canada during the present depression 
has had a psychological value which it 
Avould be hard to measure. Banks are 
the foundations of the financial structure 
of a nation. Confidence in the founda
tions has a very steadying effect in times 
of emergency.

Disadvantages of 
Canadian System

(Continued from page 15)

ing on the economic attainments o f the 
entire people of Canada.

Once the Canadian business man be
comes a, bank borrower under the banking 
laws o f his country, a heavy hand is laid 
upon him. He may not deal with an
other bank or seek to raise funds from 
any other source, unless he first gets the 
consent of his creditor bank. Should 
he do so and be found out by his bank, 
he is placed on the “ black list.”  He has, 
o f course, no opportunity to deal per
sonally with the actual loaning officer 
of his bank, except when merely nominal 
amounts are involved. His bank loans 
can only be made of the self-liquidating 
sort and are not available in part for 
real estate or equipment used in the con
duct o f business.

I f  he is a merchant, no matter how 
his stock may change in character, his 
creditor bank may take title to every 
bit o f it, regardless of other merchan
dise creditors, in case he fails to meet 
the bank’s demand for repayment. I f  he 
is a manufacturer, his stock o f goods, 
raw materials, goods in process, and fin
ished products alike, become the prop
erty of the bank in case he fails to pay 
his note. I f  he’s a farmer, when his 
grain is delivered to the railroad, the 
bill of lading becomes the property of 
the bank; when it reaches its destination 
and is stored in an elevator, the bank 
receives the warehouse receipt; and when 
it is again consigned, the bank receives 
the draft on the consignee. In all these 
transactions the bank instead o f the 
farmer has title to agricultural products 
until the bank loans are paid.

This Canadian banking law, designed
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primarily to make the banks safe, turns 
all merchandise into collateral security 
for bank loans. The real owner of the 
merchandise or business is little more 
than a partner whose interests and au
thority are subordinated to those o f his 
bank. Figuratively, the bank has the 
right, if it cares to use it, to say “ Hands 
up !”  to all other common creditors in 
the ordinary course of business, and the 
bank may walk off with their property 
in the hand of the bank‘s debtor, should 
it so decide.

Very naturally, the bank credit system 
of Canada gives rise to deep-seated, ani
mosities and dissatisfaction. It inevi
tably results in credits being rigidly 
restricted or loans being called in one 
section o f the country where credit is 
needed, while at the same time credit 
is being expanded in another. The par
ticular community thus becomes a mere 
incident in the minds of the men direct
ing the bank’s loaning policies.

Thus it may be seen that, as compared 
with the United States under its common 
law permitting free credits and granting 
no autocratic prerogatives and special 
privileges to banks, Canada is perma
nently sacrificing her otherwise normal 
business expansion and national progress 
upon the altar of unyielding conservatism 
in banking. Small wonder that the few 
remaining bankers find it desirable to 
deal at greater than arm’s length with 
their clientele. They send banking clerks 
into the distant cities and towns of the 
country to do their bidding precisely as 
the local ticket agent serves the trunk
line railroad. Small wonder, too, that 
Canadian business activities remain more 
or less stagnated even in good times, and 
proclaim their own fully appreciated 
lack o f progressiveness. All of this, I 
hasten to add, is not said in criticism but 
in the spirit o f truth teling, as I see it, 
for the sake of the greater good.

In the United States, the local unit 
banker may perhaps be lacking in degree, 
but at least he has certain authority. 
He is a self-realizing business executive, 
associated in most cases with a level
headed board o f directors. He is inter
ested in his community and in the wel
fare o f his patrons with whom he deals 
as between man and man. I f  a local 
merchant finds himself in difficulty, the 
banker and liis board of directors use 
every reasonable means at their command 
to compose his affairs and to give him 
a new start.

Important community enterprises are 
largely guided by the local banker. He 
counsels with leading men on all ques
tions o f taxation and civic advancement. 
Like metropolitan bankers, the local unit 
banker also makes mistakes; but in pro
portion, perhaps, not more serious mis
takes than are made by them. He ac
cepts in good part the outspoken criti-

Looking Forward
W e are looking forward with 

a firm be lie f in the future of our 

State and our Nation.

W e are looking forward to an 
even closer relationship between 
our customers during 1933 than 
ever before, backed by  years of 
conscientious and constructive 

banking service.
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cism directed at him and his bank bj7 
those in high places who would have a 
wiser discretion except for their own am
bitions. He is at the very center of 
those forces which have occasioned the 
growth and prosperity of his community, 
and his place can never be filled under 
any branch-banking system.

Be it said to the credit of Canadian 
bankers that they know the dangerous 
elements in their birthright so far as the 
people o f Canada are concerned. They 
endeavor at all time to be careful and 
conservative. They continue to be bank
ers who never take a business chance in 
support of any business enterprise, even 
in periods of prosperity. Their banks, 
larger and smaller alike, never fall in the 
hands of those who embark in promo
tion, speculation, or investment banking. 
They pay very low interest rates, charge 
very high interest rates, and confine their 
investments —  aside from commercial 
paper— to government and municipal 
bonds. Who would be so rash as to deny 
that the Canadian system has the meritor
ious quality of stability? So, I submit, 
has the old farm wagon. But what pro
portion o f American businessmen would 
choose to have their business needs stag
nate under a remote-control banking 
system founded on the unromantic, single 
standard of stability?

In the United States, men do not look 
to The Crown but to the head and heart 
and hand of the banker with whom they 
deal personally. Better for us, they say, 
that we move faster, even though we 
sometimes stub toes, take a header, and, 
perhaps crack a bone or two. The United 
States has been getting along fairly well 
in a banking sense despite the mistakes 
of her bankers, big and little. And Can
ada’s southern neighbor will, I prophesy, 
continue to go on, trust in and up
holding and defending the integrity of 
the home-owned and home-managed unit 
bank.

Canada is potentially one o f the 
richest regions on the face of the globe. 
Her national history antedates that of the 
United States. Her latent possibilities in 
agriculture and minerals are unsurpassed. 
Yet the United States has seemed to 
move ahead of her northern neighbor in 
many ways. The entire resources in 
Canada’s ten commercial banks, with 
nearly four thousand branches, are ex
ceeded by those o f the two largest banks 
in. New York City. Again, Canada’s 
total bank resources are exceeded by 
those of the next four largest banks in 
New York City. Canada’s total bank re
sources are again almost equalled by the 
next ten largest banks in New York City. 
The conclusion is almost forced upon one 
that the achievements and progress of 
the United States, in contrast with those 
o f Canada, must be attributed to the in
evitable effects o f free credits and unit

banks as contrasted to the “ stabilized” 
system o f bank credits under a thor
oughly coordinate centralized control.

May I suggest that the Canadian peo
ple might do well to study the American 
system of banking. Banking facilities in 
Canada are not only shrinking rapidly, 
but the whole banking system, in my 
opinion, has not made for business prog
ress. Whereas there were forty or more 
branch banks in Canada a few years ago, 
there are now but ten. Thus it becomes 
apparent that once a system of branch 
banking imposed by the federal govern
ment were established in the United 
States, so that it could reach out broadly 
in designated sections o f the nation, the 
Canadian process o f artery-hardening 
would soon take hold and would not be 
headed off until a free spirit and the 
balanced judgment should arise and cast 
it out.

Men of position and power who per
suasively extol the virtues of “ branch 
banking,” invariably refer to it in purely 
idealistic terms. This is but an idle dream 
and people of the United States are not

it
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slow in recognizing it as such. Those 
who have knowledge of events in the 
large financial centers, need no warning 
that federally imposed branch banking 
would open an era o f exploitation, of 
mismanagement, and of evil practices in 
finance such as the United States has 
never seen in all its previous history. 
Neither do they need to be reminded that 
the local banker is the most dependable 
human factor today in the stability and 
worth of United States commerce, in
dustry, and finance. That is certain.

Yankee individual enterprise will con
tinue its progress in the future as in the 
past only under free unit banking and 
the preservation of an unfettered bank- 
credit system. It is admitted that no such 
system could ever be made entirely air
tight against the shocks o f severe busi
ness depression, but in our zeal to correct 
defects in our conduct o f banking, we 
must not be misled into doing that which 
would work irreparable injury to home- 
owned banks, thus making the future 
progress of local communities a virtual 
impossibility.
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bank look toward 1933 with hope that 
the N ew  Year will bring general im 
provement in economic conditions^ 
and w ith confidence tempered with 
judgment that the problems ahead can 
and will be properly met.

During 1933 we will continue to 
plan soundly— work hard— and co
operate fully in our efforts to assist in 
the further development of this com 
munity.

Bankers and business men who have 
resolved to fight on in 1933 are invited 
to confer with our officers on their 
financial problems, and to make use 
of the complete banking service offered 
by Iowa’s Largest Bank.

IOWA-DES MOINES NATIONAL BANK
& T r u st  C om pan y

^Affiliated with
NORTHWEST BANCORPORATION
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