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Rising Rates May Cause Credit Control s
Direct controls over the credit mar

kets are likely if interest rates escalate 
sharply again, according to Henry Kauf
man, partner and economist o f the in
vestment banking firm o f Salomon Bro
thers.

Speaking before the 25th annual 
conference o f the Financial Analysts 
Federation, Mr. Kaufman said, “ The 
temptation to directly influence credit 
markets will arise when direct programs 
o f government aimed at achieving wage 
and price stability weaken and monetary 
policy must move to restraint.”  The 
imminence and format o f credit market 
intervention by the Government will 
probably hinge, according to Mr. Kauf
man, on economic and credit market 
developments during the coming months.

“ While I am convinced that a sharp 
escalation in interest rates would not be 
tolerated during the next period o f  ex
cessive economic demands and attempts 
by the Fed to slow credit availability, I 
am not in a position to tell you with 
equal conviction the credit control tech
niques that may be adopted to stabilize 
the interest rate structure,”  stated the 
investment firm economist.

“ I do suspect,”  he went on, “ that 
we will first see attempts to influence 
credit flows through the exercise of 
moral suasion by Government, which can 
succeed for a short time.”  However, he 
said, their eventual failure would be 
followed by the introduction o f for
malized controls.

Among the important developments 
which have led Mr. Kaufman to conclude 
that the Government may eventually

encroach on the decisions o f portfolio 
managers is the drastic changes in nat
ional stabilization philosophy. With the 
introduction o f the New Economic Pro
gram in 1971, direct intervention, rather

than traditional fiscal and monetary 
techniques, was being embraced as a 
desirable policy by a broad cross section 
o f both major political parties, stated Mr. 
Kaufman.

No direct measures have been taken 
to stabilize interest rates or direct the 
flow o f money, he noted, adding that he 
did not think the Government would 
abstain from implementing such controls 
if the availability o f funds for housing, 
municipalities and small business was 
endangered. “ Direct credit allocation 
policies are likely to be more popular 
than wage and price controls,”  predicted 
Mr. Kaufman. “ Stable or low interest 
rates have considerable appeal, as evi
denced by the renaissance o f political 
populism,”  he said.

“ The likelihood o f increasing gov
ernmental intervention in private invest
ment portfolio decisions is not only 
rooted in the activism o f official policy
makers, but perhaps more fundamentally 
and pathologically can be attributed to

the increasing role that government has 
been playing in our economy during the 
post-war period,”  stated the economist.

Mr. Kaufman noted that the Federal 
Government has already made progress 
in indirectly influencing investment de
cisions by: 1) becoming a larger deman- 
der o f credit; 2) by officially adopting 
the full employment budget, and making 
it highly likely that large actual budget
ary deficits will prevail more often than 
budget surpluses, and 3) by spawning a 
vast array o f  new Federal credit agencies 
and enlarging the role o f old ones.

Looking ahead, Mr. Kaufman said 
that while credit market conditions are 
currently comfortable, they are likely to 
tighten in the second half o f 1972. The 
economy, he said, will gain strength from 
a stimulative Federal budget, increasing 
the demand for funds and bringing into 
sharper focus the problem o f containing 
inflation as the economy moves to fuller 
utilization o f resources. Among the spec
ific developments which will act to 
tighten credit Mr. Kaufman cited: a 
slowdown in the flow o f funds into 
savings institutions as consumer spending 
increases, with some mortgage financing 
institutions having to run o ff holdings o f 
Government obligations, thereby adding 
to the burden o f Treasury financing; 
corporate bond flotations following the 
same pattern as in the first half, with 
additional cash needs being met through 
an increase in short-term borrowings; 
substantial Treasury financing require
ments; and a continued strong demand 
for funds in the municipal market.

The Salomon Brothers economist 
explained that it would be possible to 
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IOWA NEWS

AMES: The 27th annual Agricultural 
Credit School sponsored by Iowa State 
University and the Iowa Bankers Associa
tion will be held here June 5-16.

BRITT: J. A. Hickok, president o f the 
First State Bank, has filed nomination 
papers for the Republican nomination 
for state senator.

CLARKSVILLE: Fred W. Maifeld, man
ager o f the Kesley branch o f  the Iowa 
State Bank, has been elected assistant 
vice president.

DES MOINES: Tom Quinlan o f the 
Iowa-Des Moines National Bank has been 
named president o f  the Des Moines 
Chapter o f the American Institute of 
Banking.

MANILLA: Lynn McCracken has re
signed as president o f the Manilla State 
Bank after 38 years with the bank. He 
was succeeded by Wilmer E. Petersen. In 
other action, Marvin Kuhl was named 
executive vice president, Dennis Mesen- 
brink was elected cashier, and H. Rand

Petersen o f Harlan was elected to the 
board o f directors.

MARION: Donald R. Huber, vice presi
dent o f the Citizens State Bank o f 
Hopkinton, Ryan office, was recently 
elected president o f  the Eastern Iowa 
chapter o f the Bank Administration In
stitute at the group’s annual meeting 
here.

MARSHALLTOWN: Pete Garberding has 
joined the staff o f  the Security Savings 
Bank in the personal loan department.

MASSENA: An open house and buffet 
dinner were held here this past week in 
honor o f  the 75th anniversary o f  the 
Farmers Savings Bank.

NEWTON: George Kruse, retiring assis
tant vice president o f  the Jasper County 
Savings Bank, was honored on “ George 
Kruse Day”  here recently in honor o f his 
36 years service with the bank.

REMINDER
1972 Bank Directories Available 
Iowa — $6 Nebraska — $5

NORTHWESTERN BANKER 
306- 15th St., Des Moines, Iowa 50309

With our Fiche, you get 
a whale of 

a service.

IOWA-DES MOINES 
NATIONAL BANK

Member Federal Deposit Insurance Corporation

Northeast 
Iowa Banks
When you’re ready for it, make 
an appointment to see our 
computer compute. It can 
solve a lot of problems for your 
bank. When your bank needs 
this or any other service, call 
Bill Rickert or Ken Young.

National Bank of Waterloo

NEBRASKA NEWS

OMAHA: John R. Lauritzen has been 
elected chairman o f the board o f First 
National o f Nebraska, Inc., and its major 
subsidiary, the First National Bank o f 
Omaha. Mr. Lauritzen, who will continue 
as chairman o f the executive committee, 
succeeds the late John F. Davis. F. 
Phillips Giltner, president o f the bank, 
succeeds Lauritzen as president o f  the 
holding company.

In other executive action, A. J. 
Canaday, who heads the bank’s opera
tions division, was elected executive vice 
president, and Bruce R. Lauritzen and 
Thomas L. Davis were added to the 
executive committee and named vice 
presidents o f  the bank.

OMAHA: Harlan Falk, vice president o f 
the Douglas County Bank, has been 
elected president o f the Omaha Chapter 
o f the American Institute o f  Banking.

OMAHA: Three staff members have been 
promoted at the First Westroads Bank. 
They are: Lloyd Warner, assistant cash
ier, Jeff Ingalls, loan administrator, and 
Robert Haas, assistant cashier.

MINNESOTANEWS

ALEXANDRIA: L. H. Gaugert, presi
dent and chairman o f the First National 
Bank, has announced the election o f 
Irene M. Halstead as assistant cashier. 
She is the first woman officer in the 
bank’s 72 year history.

HILLS: Controlling interest o f the Ex
change State Bank has been sold to D. A. 
Roning. Mr. Roning is presently cashier 
of the bank.

MINNEAPOLIS: F. Paul Hargarten has 
been elected chairman o f MoAmCo 
Corp., financial services company. Mr. 
Hargarten had servfed as president and 
chief executive since the company was 
founded as Bankers Agency, Inc., in
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Uniquely prepared to handle uncommon transactions uncommonly well.
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1965. He is succeeded in that post by 
David Fleming, formerly executive vice 
president o f  MoAmCo and chairman of 
the Americana State Bank o f Edina, a 
MoAmCo subsidiary.

In addition, Robert T. Wienert has 
been elected senior vice president. Mr. 
Wienert heads the indemnity division.

MINNEAPOLIS: John W. Windhorst, a 
Minneapolis attorney, has been elected a 
director o f  the First National Bank.

MINNEAPOLIS: John Swanberg has
joined the investment department o f  the 
Marquette National Bank. He was for
merly with the investment services divi
sion o f  the First National Bank o f  St. 
Paul.

ST. PAUL: Betty Scherer has been 
named assistant vice president o f Gam
bles Continental State Bank.

ILLINOIS NEWS

CHICAGO: Frank L. Christensen, retail, 
banking, and Joel P. Gebert, systems 
development, have been named assistant 
vice presidents o f  the LaSalle National 
Bank. Also, Kenneth A. Bawolek was 
appointed data processing officer, and 
Sharon A. O’Leksy was named invest
ment officer.

CHICAGO: The Federal Reserve Board 
announced that the South Side Bank & 
Trust Co. has received approval to 
change its name to the Bank o f Com
merce and Industry.

CHICAGO: John P. Kilroy has joined the 
Merchandise National Bank staff as assis
tant vice president in the operations 
department. He was previously with the 
All American Bank o f Chicago as vice 
president and cashier.

RIVERDALE: The appointment o f three 
new officers has been announced by

John Emmons 
Data Processing Officer

A nyw ay you fig u re  it ,
Jo h n 's  g o t th e rig h t an sw er!
If you’re looking for the efficiency of a computer without 
the capital expense, count on John Emmons to help you out!

f  f  | I CAPITAL CITY BANK
East 5th and Locust • Phone 515/244-5111  

Des Moines, Iowa 50309
Member Federal Deposit Insurance Corp. and Federal Reserve System

Riverdale Bank President Frank Stewart.
William M. Freidhieim has been 

named assistant vice president, commer
cial loans. He was formerly with the 
Hyde Park Bank in Chicago. John J. 
Donnellan, previously with the First Nat
ional Bank o f Chicago, has been named 
assistant commercial loan officer. Eva S. 
Huskey was appointed mortgage loan 
officer. She has been in the bank’s loan 
department for two years.

NORTH DAKOTA NEWS

In addition, Marion A. Matt was 
elected an installment loan officer at the 
Belle Fourche office, and Lee Groskopf 
was named an installment banking o f
ficer in the main office.

COLORADO NEWS

DENVER: Directors o f  the First Nat
ional Bancorporation are seeking ap
proval to acquire controlling stock in the 
Routt County National Bank in Steam
boat Springs.

FARGO: The First National Bank & 
Trust Co. has received approval to con
struct a drive-in facility in the Main Ave. 
urban renewal area.

LANGDON: The FDIC has given its 
approval for the First National Bank to 
move its main office to 210 8th Street.

SOUTH DAKOTA NEWS

GETTYSBURG: Darwin D. Ronngren 
has been named vice president o f  the 
First Potter County Bank. Mr. Ronngren 
was formerly a vice president with the 
First Bank o f  Paynesville, Minn.

RAPID CITY: Richard L. Mathieson has 
been elected vice president and Gerald 
Kiel has been named assistant vice presi
dent o f  the First National Bank o f  the 
Black Hills. Mr. Mathieson is in the 
commercial banking department, and Mr. 
Kiel is installment loan manager o f  the 
Belle Fourche office.

DENVER: Stanley O. Halberg, senior 
vice president o f  marketing at the Amer
ican National Bank, retired June 1.

BETTER TALK TO A

DROVERS
MAN

FRED
CUMMINGS

ED
RIETZ

BERNIE
MILLER

LARRY
MAKOBEN

At The Most Experienced Agricultural 
Financial Center In Chicago.

PHONE (312) 927-7000

th e  DROVERS
NATIONAL BANK OF CHICAGO

47th and Ashland Ave. Chicago, III. 60609 
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In Northern Minnesota,
Floyd Stew art
is your Northwestern 
Correspondent Banker.

Call him at 612'372-8394
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Northwestern 
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Digitized for FRASER 
https://fraser.stlouisfed.org 
Federal Reserve Bank of St. Louis



DENVER: Joseph W. Hovorka o f the 
Central Bank & Trust Co. has been 
named vice president.

LAKEWOOD: Eugene Hultman, Lake- 
wood Colorado National Bank president, 
has announced the election o f two new 
bank officers. John Henning, Jr., has 
been named operations officer, and 
Ralph McCauley was named installment 
loan officer.

WYOMING NEWS

CHEYENNE: R. Walt Miller, an agent o f 
Massachusetts Mutual Life, has been elec
ted to the board o f  directors o f the First 
National Bank & Trust Co., according to 
W. Robert Dubois, chairman.

JACKSON: Winona Flower, executive 
secretary o f  the Jackson State Bank, was 
recently elected group chairman o f  the 
Wyoming chapter o f the National Assoc
iation o f Bank Women.

JACKSON: Michael D. Hogg has been 
promoted to operations officer at the 
First National Bank, according to Robert 
Noel, president.

CREDIT CONTROLS-----
(Continued from page 1)

arrest the drift towards higher interest 
rates and controls over credit flows. 
“ One initiative that would importantly 
contribute to an improved equilibrium 
between the credit markets and the 
economy would be a reassessment o f  the

budgetary strategy for the fiscal year 
starting July,”  stated Mr. Kaufman not
ing that the economic recovery is pro
ceeding at a good pace, even though 
Federal expenditures in fiscal 1972 will 
fall short o f the officially targeted 
amount by $5 million. The intent to 
accelerate Governmental expenditures to 
the officially targeted levels, he said, will 
reaffirm inflationary expectations and 
encourage long-term investors to place 
funds short instead o f committing long. 
Furthermore, there are also very funda
mental governmental budgetary and 
planning changes that need to be con
sidered if stabilization policies are to be 
effective.

A meaningful disarmament agree
ment with the Soviet Union would cer
tainly help to choke o ff some o f the 
potential future pressure towards higher 
interest rates, according to Mr. Kaufman. 
Equally important, he said, is the need 
for our Government to recognize that as 
we move closer to fuller utilization of 
economic resources, there is bound to be 
increasing pressure for higher wages and 
prices, even with the continued effort o f 
the current wage and price control pro
grams. Reasonable wage and price stabil
ity, stated Mr. Kaufman, can only be 
attained with an improvement in the 
basic competitiveness o f the wage and 
price structure. “ The New Economic 
Program has not moved forcefully in this 
direction,”  he said, adding, “ the time to 
do so is now, although this may be 
difficult in an election year.”

WANT ADS
Rates 25 cents per word per 
insertion. Minimum: 12 words.

NORTHWESTERN BANKER 
306 15th St., Des Moines, Iowa

LOWER YOUR FARM LOAN RISK 
By sending him DOANE’S Farming 
For Profit, the hard-hitting, fact- 
filled monthly newsletter that pro
vides help in management, produc
tion and marketing. Free sample 
subscription for 6 months. Write 
D. R. Gorr, DOANE Agricultural 
Service, Inc., Dept. 701, 8900 Man
chester Road, St. Louis, Missouri 
63144.____________ _____________________

QUESTIONS AB O U T 
IN TE R N A TIO N A L  TR A D E

How to handle foreign co lle c 
tions. . .questions on export and im
port financing . . .  where to obtain 
letters of cred it . .  .how to locate and 
develop new contacts overseas.

Fortunately the answers are as 
near as your phone. LaSalle National 
Bank’s International Banking Group 
is ready to give you the benefit of 
its extensive experience. Ask Cy 
Kirk or Max Roy, your LaSalle men 
in Iowa, or ca ll our International 
Banking Group direct at (area code 
312) 443-2650.

You don’t need us.
We need 

you!
e Central National Bank &  Trust Company

LOCUST AT SIXTH AVENUE, DOWNTOWN DES MOINES, PHONE 243-8181. MEMBER FDIC..
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