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Tight Money” and Competition for Funds
Since the prime rate went to 

8/4%, we have been castigated in 
the Congress for charging “ out
rageous and scandalous rates.”  
Too many of our customers deem 
they are being “ gouged,”  and the 
increase in net operating earnings 
gives credence to the charge. The 
result of all this has produced a 
tax Reform bill weighing more 
heavily on commercial banks than 
any other industry.

The rain of monetary restraint 
does not fall evenly on all com
mercial banks. Thus, most banks 
of less than $100 million in de
posits have scarcely felt the pinch. 
Their loan to deposit ratios run 
from 50-60%. Under Regulation Q, 
they have retained most of their 
time money.

Banks with deposits of $100 mil
lion to $1 billion have not been so 
fortunate. They are far less liquid; 
they have had significant losses 
in large certificates of deposit; 
they are consistently buying Fed 
funds and going to the discount 
window. These banks have exer
cised every lawful means to obtain 
deposits requisite to meeting loan 
commitments and maintaining their 
reserves. They bought Eurodollars, 
Fed funds and issued commercial 
paper through one-bank holding 
companies. It is not surprising 
that in their ingenuity Regulation 
Q has come under attack. After 
paying up to 13% for Eurodollars,
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11% for Fed funds and 8-80% 
on commercial paper, the possibil
ities offered by relinquishing Q 
must have great appeal. That 
action might enable those banks 
to retain the certificates of de
posit they now have and, indeed, 
to increase them.

This attack on Regulation Q 
suggests an examination of the 
Regulation as measured by the 
public interest.

There are some noted econo
mists who assert Regulation Q 
serves no social gain, and they 
would remove its controls. They 
assert consumers and investors 
are entitled to the highest interest 
rates banks will pay as prodded by 
competition for funds. In brief, 
they would substitute the “ Rule

of Piracy”  for Regulation Q. The 
injection of a “ dog-eat-dog”  phi
losophy in a regulated industry 
affected with the public interest 
is subject to doubt at any time. 
But to adopt that policy in times 
of monetary restraint would pro
voke such violent disruptions and 
distortions that thrift institutions 
could not survive and would threat
en the existence of the banking 
system as we know it.

The “ Rule of Piracy”  has been 
tried before. In the 1920’ s, banks 
were expending 38-50% of their 
gross income in payments of inter
est. There was no indication that 
the vaunted law of supply and de
mand was an effective check in 
preventing banks from paying un- 
economically high rates on de
posits.

In recent years, proposals have 
been made to amend Regulation Q 
by increasing the percentage banks 
may pay on passbook savings. It 
is said the disparity between the 
4% limitation and current dividends 
paid by savings and loan associa
tions places banks in a noncom
petitive position. Under Regulation 
Q, banks may better their competi
tive posture by employing “ Golden 
Passbook”  and other renewable 
certificates of deposit on which 
5% may be paid. Therefore, to be 
meaningful, the ceiling of pass
book savings and certificates of 
deposit of $100,000 or less must
(Continued on Page 4)
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Warning!

An area bank reports receipt of a 
“ statement”  labeled “ upon approval”  
for 15 subscriptions to the National 
Live Stock Producer, Choctawk Okla., 
to be sent to FFA boys in the local 
high school. The bank and the school 
did not order the subscriptions.

IOWA NEWS

CASEY: The board of directors and 
stockholders of the Menlo Savings 
Bank and the Casey State Bank have 
voted to merge the two banks, leaving 
offices in both Casey and Menlo. The 
name of the new bank is to be the 
Security State Bank.

HUDSON: Open house will be held for 
area bankers by the Hudson State 
Bank in its new building on Octo
ber 15.

MASON CITY: Two new employees 
have been named at the United Home 
Bank. Craig Pross has been named 
auditor and Michael Evans, assistant 
data processing manager. Mr. Pross

has been office manager and accoun
tant for a local automobile dealer 
for the last three years. Mr. Evans 
was previously an instructor in data 
processing at the Des Moines Area 
Community College.

SAC CITY: Douglas McDermott has 
resigned as cashier of the Citizens 
Savings Bank, effective November 1, 
to take a position with the Home 
State Bank in Jefferson. He has been 
with the Sac City bank for 4 years.

WALKER: Open house was held by the 
Walker State Bank last Saturday, ob
serving completion of the bank's re
modeling program.

N E B R A SK A  NEWS

OHADRON: C. F. Coffee, long-time 
Chadron banker, died recently in 
Chadron Community Hospital, fol
lowing a long illness. Mr. Coffee 
was president and chairman of the 
First National Bank here for many 
years before his retirement. He was 
elected vice president of the bank 
in 1913 and succeeded his father, 
C. F. Coffee, Sr., as president in
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1919. He was 82 at the time of his 
death.

OMAHA: The Omaha State Bank has 
filed suit asking the Lancaster Dis
trict Court to reverse findings of the 
State Department of Banking in deny
ing approval of a charter application 
for a proposed bank in the Bel-Air 
Plaza Shopping Center, West Omaha.

IL L IN O IS  NEWS

URBANA: Senator Ralph T. Smith, 
Illinois’ newest U. S. senator, will 
address the 24th annual Illinois Bank 
Management Conference on November 
5 at the University of Illinois here, 
according to Donald A. Sandro, presi
dent, Oak Park Trust & Savings 
Bank, and chairman, IB A Committee 
on Bank Management.

The day-and-a-half conference 
(November 5-6), which is jointly 
sponsored by the Illinois Bankers As
sociation and the University, will be
gin Wednesday morning, November 5, 
with the “ Economic Outlook—The 
Year Ahead,”  to be presented by 
Carl T. Arlt, Bailey professor of fi
nance, University of Illinois. Follow
ing will be addresses by Ray C. Dick
erson, director, department of busi
ness and economic development, state 
of Illinois, on “ The Bank’s Responsi
bility for Community Development,”  
and Robert A. Dwyer, regional direc
tor, Small Business Administration, 
Chicago, on “ Partners in Progress: 
The SBA and Your Bank.”

A noon luncheon will feature a pan
el on “ How Today’ s College Student 
Feels About Business and Banking.”  
Panel members will be representa
tives of the U of I student body.

The afternoon session will focus 
on the subject of personnel manage
ment.

The Thursday morning session, 
November 6, will begin with a panel 
on “ Profitability and Asset Manage
ment.”

Concluding the conference will be 
an address entitled “ What’ s Next for 
Banks,”  by Dr. Eugene Lerner, pro
fessor of finance, Northwestern Uni
versity.

M INNESOTA NEWS
i

EAST GRAND FORKS: David Lee, 
formerly assistant cashier at the *~*r  

First National Bank, has been pro
moted to cashier, and Eugene E. 
Dallmann, Jamestown, N. D ., has 
been elected assistant cashier. Mr.
Lee has been with the bank since his
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University in 1966. Mr. Dalmann had 
formerly been associated with First 
System Services, servicing affiliate 
of First Bank System, Minneapolis, 
as a bank examiner since 1968.

FULDA: Wallace Verdugt, manager of 
the London State Bank and the Lon
don Insurance Agency, has been 
elected assistant vice president at 
the Citizens State Bank here. He has 
14years of experience in the banking 
and insurance fields in South Dakota 
and Minnesota.

GLENWOOD: The Pope County State 
Bank has purchased the Minton Hotel 
and Corner Drug property here as the 
site for a new bank building. No date 
has been set for start of construction.

L AKEFIELD: The Board of Goyer nors 
of the Federal Reserve System has 
approved the application of the First 
State Bank of Lakefield to withdraw 
from Federal Reserve membership. 
It was incorrectly reported in last 
week’ s Bulletin that the bank had 
withdrawn from FDIC membership.

MINNEAPOLIS: Thomas Burich has 
been named assistant cashier in the 
operations department at the First 
National Bank. He has been with the 
bank since 1966.

MOORHEAD: Louis E. Stangler has 
been appointed assistant vice presi
dent and installment loan manager of 
the First National Bank. He has been 
assistant vice president at the Daly 
Bank & Trust Company of Anaconda, 
Mont.

post with the federal government as 
executive director of the Tribal Coun
cil of the Sisseton Sioux Tribe head
quarters at Sisseton, S. D. He had 
been with the bank since 1963.

BISMARCK: Del W. Schluchter has 
been named to the Bismarck office of 
Dain, Kalman & Quail, Incorporated, 
Minneapolis-based investment banking 
firm. Mr. Schluchter has been serving 
as a registered representative in the 
company’s Fargo office.

FARGO: Charlie Wattam, formerly
secretary of the North Dakota Bankers 
Association, died recently in Fargo.

FARGO: J. Bruce Jacobson has
joined the credit department of the 
First National Bank & Trust Company. 
He comes to the bank from Min
neapolis, where he was credit analyst 
for Northwest Bancorporation.

SOUTH DAKOTA NEWS

CANISTOTA: Two new employees
have joined the United National Bank. 
They are Mrs. Larry Ondrozeck and 
Mrs. Keith Ligtenberg.

SIOUX FALLS: Group meetings in 
South Dakota start today (Monday), 
when Group 1 meets here at the 
Ramadalnn. Registration is at 1 p.m. 
Other group meetings will be: Group 3, 
October 14, Country Club, Mitchell; 
Group 5, October 15, Holiday Inn, 
Rapid City; Group 4, October 16, 
Country Club, Mobridge; Group 2, 
October 17, Country Club, Clark.

YOUR STATE BANKERS ASSOCIATION 
OFFICIAL SAFE. VAULT AND 

TIMELOCK EXPERTS
F. E. DAVENPORT & CO.

OMAHA

DENVER: Ivan R. Sweetman, presi
dent of the real estate firm of Anthony 
Sweetman, Inc., has been elected to 
the board of directors of the South 
Colorado National Bank, succeeding 
his father, Anthony Sweetman, who 
has become a director emeritus.

WYOMING NEWS

CHEYENNE: The National A ssocia
tion of Supervisors of State Banks 
will hold its District 4 Conference at 
the Hitching Post Inn here on Octo
ber 19-21.

MONTANA NEWS

GREAT FALLS: The First National 
Bank has announced the addition of 
two men to its officer staff. Robert 
Henry has been elected vice presi
dent, to work as a commercial loan 
officer, and Neil Trengove has been 
elected assistant manager, timepay 
department. Both men were formerly 
with the First Metals Bank & Trust 
Company in Butte.

HELENA: John Waeckerlin, formerly 
cashier at the First National Bank of 
Rawlins, has been named vice presi
dent and cashier at the Commerce 
Bank of Helena, effective October 15. 
Mr. Waeckerlin had been an employee 
of the Rawlins bank for 22 years.

PAYNESVILLE: The First State Bank 
has announced the election of Martin 
Dietrich, Gettysburg, S. D., as presi
dent and director, effective October 
15. He succeeds Oren R. Quill, for
mer president, who has resigned to 
pursue other business interests.

COLORADO NEWS

DENVER: Daryl Ramsdale and Ron
ald A. Phillips have been promoted 
to Master Charge officers in the 
American National Bank’ s charge 
card department.

□  I would liko to sell my majority 
bank stock.

n I would liko to buy majority bank 
stock.

Ptoaso Contact: J. Mason Honry, President

Charles E. Walters Ce., Inc.
P. O. Box 1313, Omaha. Nebr. 68101

NORTH DAKOTA NEWS

ASHLEY: Gideon Raile, assistant
cashier at the McIntosh County Bank 
and manager of the Ashley Realty 
Company, has resigned to accept a

WANTED
Experienced cashier for $6 million 
bank in north central Iowa; small 
industrial town. Prefer agricultural 
background. Write File BSP, NORTH
WESTERN BANKER, 306-15th Street, 
Des Moines, Iowa 50309

C o rre sp o n d e n t se rv ice s?  R e ly  on  

"th e  p ace se tte r  bank."

Bankers Trust co.
SIXTH AND LOCUST DES MOINES 

Mem ber: Federal Reserve System and 
Federal Deposit Insurance Corporation

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



RUCKER, FRANCIS 
AND HERRING

A. S. Rucker, Jr. Ron Francis Joe Herring

THREE OF YO U R  TEAMMATES 
AT

COMMERCE TRUST RANK
Kansas City, Missouri

Competition for F u n d s . . .
(Continued from Page 1) 
be increased above 5%. This would 
give the banks a competitive edge 
over current dividends of savings and 
loan associations and would provoke 
significant withdrawal from these 
associations.

The foolishness of that course at 
this time is attested to by Congres
sional consideration given in 1966 
to the proposal of Representative 
Wright Patman limiting the interest 
rate paid by banks to 4J4%. We are 
more vulnerable in the Congress to 
day than we were in 1966.

In recent months, money-center 
banks have brought increasing pres
sure to amend Regulation Q by re
moving the ceiling on certificates of 
deposit of $100,000 or more. If the 
modification is to be of affirmative 
help to its advocates, then money- 
center banks must be willing to pay 
an interest rate more than interior 
banks can or will pay, but at less 
cost than Eurodollars and Fed funds. 
The clear purpose must be the trans
fer of certificate of deposit funds

from interior banks to money-center 
banks.

There are formidable objections to 
that course.

' In view of the strong loan demand 
in money-center banks, it must be 
anticipated that an inflow of deposits 
from interior banks would result in an 
increase in loans of money-center 
banks, a result of variance with the 
purpose of monetary restraint.

The further accumulation of deposit 
funds in money center banks is con
trary to one of the fundamental pur
poses in establishing the Federal 
Reserve System.

The net effect of the proposal 
would be to ameliorate the liquidity 
problems of interior banks. It would 
further weaken the ability of interior 
banks to meet the legitimate loan de
mands of their communities and trade 
areas. It would heal the ills of money- 
center banks by transferring those 
ills to interior banks.

In urging elimination of ceilings 
on large certificates of deposit, the 
proponents use the shibboleth “ free 
enterprise’ ’ and embrace “ let the 
market place govern.’ ’ The touting

of these phrases would lead us to 
expect a wise consistency in eco 
nomic philosophy. It would seem ap
propriate to inquire how many of them 
in the name of free enterprise would 
support free entry into banking? How 
many would favor granting savings 
and loan associations and other fi
nancial institutions the powers to 
take deposits and cash checks? 
That’ s free enterprise.

WANT ADS

WANT TO BUY
Used Coin Sorter-Counter in good 
working condition. Decorah State 
Bank, Decorah, Iowa 52101.

CASH FLOW SHEETS 
Monthly cash flow income and expense 
forms — so . helpful in planning budget 
loans for farmers and ranchers. Sam
ples available. The Farm Business 
Council, Inc., P. O. Box F, Urbana, 
Illinois 61801«

WANTED
Young man with some bank experi
ence. Prefer age 25 to 30, farm back
ground, willingness to learn. Excel
lent opportunity for the right man. 
$8 million bank in county seat town 
and agricultural area. Write File MHO, 
NORTHWESTERN BANKER, 306 - 
15th St., Des Moines, Iowa 50309.

FOR SALE
Used posting machine programmed for 
debit- credit balances, and cash dis
tribution. Contact City Clerk’s Of
fice, 223 South Chestnut St., Kimball, 
Nebraska 69145.

For Decisive Action
Rely on NBC for all your correspondent needs.
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C O M P A N Y

INCREASE 1969 PROFITS 
Cy Kirk and Max Roy, vice presidents 
of LaSalle National Bank, Chicago, 
are prepared to assist you and your 
bank in planning increased profits 
for 1969. Whether it is an analysis of 
your bond portfolio or a cost study 
of your general banking services, 
LaSalle National Bank has the facil
ities to serve your every need. Call 
Cy or Max today at (Area Code 312) 
782—5200 for immediate action.
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