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Whal About Interest Rates Now ?

The following Money Market Comments
were made by Arnold C Schumacher,
vice president and economist, Halsey,
Stuart & Co., Chicago.

Considering the experience of recent
years, long-term interest rates in 1972
have been unusually stable. Beginning in
early 1966, Moody’s yield index of AAA
corporate bonds rose from about 4.75%
to a peak of 8.60% in July, 1970. The
convergence of a rapid buildup in infla-
tion psychology and a demand for funds
which outran supplies created chaotic
conditions in credit markets. The re-
cession of 1970 reversed these forces and
resulted in a dramatic decline in yields.
From July, 1970, to February, 1971, the
yield index dropped from 8.60% to
7.06%. This proved to be an over cor-
rection and by mid-summer yields were
back to a 7.70% level. As more orderly
conditions were gradually restored yields
again drifted down to 7.20% at the
beginning of 1972 and have remained in
a relatively narrow band of 7.20%-7.35%
since then.

Short-term rates have followed the
more or less standard pattern associated
with a business cycle expansion. The
Treasury three-month bill yield reached
its low point last February at slightly
over 3.00% and has risen to 4.70% while
4-6 months commercial paper rates in
the same period have gone from 4.00%
to 4.90%. It seems likely that short rates
will continue to push upward as the
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recovery proceeds. Short-term rates tra-
ditionally fluctuate more widely than
longer rates.

Long rates are a function of two
basic sets of conditions. One is inflation-
ary expectations and the other is the
demand and supply of investment funds.
While inflation is less potent than it was
two years ago it has by no means
vanished. We expect it to remain a
stubborn problem as far ahead as one can
see. It does seem, however* that the GNP
deflator in 1973 will not rise more than
3.5%-3.7%. This represents a slight in-
crease over the present year which may
average about 3.2%-3.4% above 1971.
The main inflation curb has come, not
from wage and price controls, but as a
result of the extended period (now over
two and one-half years) during which the
economy has performed below its opti-
mum employment of physical and hu-
man resources. This gap between actual
and potential output is gradually being
narrowed but not very rapidly. It now
appears no serious pressure on the re-
source base will develop before the sec-
ond or third quarter of next year, and
possibly later. Thus, even though infla-
tion may gain some slight momentum
next year, it should not serve to drive
long rates back to their peaks of 1970.

The demand-supply equation for
funds is more difficult to appraise. Fed-
eral borrowing will be large in the fourth
quarter of this year and the first quarter
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PICTURE OF THE WEEK - Pres. Eugene
P. Heytow of Amalgamated Trust & Savings
Bank, Chicago, rewarded two tellers for
their bravery during a bank robbery.

The tellers told police that a man first
approached Mrs. McGowan's station and
appeared very nervous, then moved to Mrs.
Dutko's station where he asked her to give
him all of her money. Aware of the man's
nervousness and his request, Mrs. McGowan
pressed an alarm buzzer to the Chicago
Police Department. Among the packages of
real money, Mrs. Dutko also handed the
man a "Security Pac" which contained an
electronically triggered exploding red dye
that helped trap the man in a parking garage
next to the bank. Most of the money was
recovered.

of next, possibly running as high as $25
or $30 billion. Since much of this will
have to be accommodated through the
banking system it is likely to force a
Uberai monetary policy. Also, private
demands will be rising in this period. At
the same time, the supply of funds will
remain large. Consumer savings and cor-
porate cash generation, while perhaps
not advancing as rapidly as in 1972, will
(Turn to back page, please)
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Fed Outlines Insurance
Activities For Holding Co's.

The Federal Reserve Board has de-
fined four major areas of insurance agen-
cy activities that are permissible for bank
holding companies but has placed a five
percent limit on insurance premium in-
come that may come from insurance sold
“as a matter of convenience to a pur-
chaser.”

The five percent limitation, while
not unexpected, is considered very re-
strictive in the bank holding company
industry. However, the entire authority
to sell insurance “as a matter of conven-
ience to the purchaser” is considered a
foot-in-the-door to general insurance
business by insurance agents —although
the Fed specifically denies it.

The four major areas of permissible
insurance activities include the sale of (1)
group insurance for the protection of
employees of the holding company, (2)
credit life and accident and health insur-
ance, (3) homeowners insurance, and (4)
auto liability insurance.

In the case of the latter three, the
insurance must be “directly related to an
extension of credit by a bank of a
bank-related firm”. This provision is de-
signed to permit the sale, by a bank
holding company system, of insurance
that supports the lending transactions of

Northeast
lowa 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.

Dependabilil

a bank or bank-related firm in the

holding company system.

Fed Refuses Delay
On Check Collections

Federal Reserve Board governor
George W. Mitchell said last week the
Fed intends to proceed as planned with
implementation of its new check collec-
tion procedures on Sept. 21.

Moreover, Mr. Mitchell answered
some of the arguments made by commer-
cial bankers earlier this month who have
petitioned the Fed to postpone or fur-
ther review implementation of the
amendments to Regulations D and J.

“As | see it,” Mr. Mitchell said,
“There are only two things that could
postpone the Sept. 21 start-up of the
new regulations — court action or a
Congressional hearing.”

IOWA NEWS

CEDAR RAPIDS: Directors of the Banks
of lowa, Inc. have authorized manage-
ment to purchase in the market from
time to time for the Company up to
25,000 shares of the Company’s com-
mon stock. The stock would be used in
connection with the qualified stock op-
tion plan of Banks of lowa, Inc.

CORALVILLE: Open house for uniBank
& Trust Company in its new building will
be October 8 from 2 P.M. to 5 P.M. This
is the former Coralville Bank and Trust
Co.

DES MOINES: F. A. Wittern, Jr., pres.,
Fawn Engineering Corp., Des Moines, is a
new director of the lowa-Des Moines
National Bank.

MASON CITY: First National Bank is
planning a parking lot office at 1315 -
4th SW. It will be the second facility,
and is to be completed early next spring.

OAKLAND: Citizens State Bank has
hired Charles Hitchman as ag rep. He is a
recent ISU graduate.

NEBRASKA NEWS

EAGLE: An application has been filed
for a state-chartered bank here, to be
known as the Eagle State Bank. Hearing
on the application wwill be on November
7 at 9:30 AM. at the Department of
Banking in Lincoln.

OMAMHA: Harris V. Osterberg announced
at the Group Meetings last week he will
retire as Secretary of the Nebraska Bank-
ers Association December 31. He will
then become president and manager of
Bankers Service Bureau, Inc., officing at
414 Farnam Bldg., adjacent to NBA
headquarters, and will handle servicing of
all NBA insurance programs, and educa-
tional programs. Details are in the Octo-
ber Northwestern Banker.

ILLINOIS NEWS

CHICAGO: Lake View Tr. & Sav. Bk.
has opened a “Coin Collectors Center.”

The Center will offer gold and silver
coins, commemorative silver bars, as well
as a variety of U. S. and foreign coins.
Customers may purchase any of the
items displayed at current market prices.

CHICAGO: The Chicago Assn, of Bank
Women will hold its opening meeting for
1972-73 on September 26 at the Furni-
ture Club, 666 Lake Shore Drive. A
social hour will begin at 5:15 P.M., and
dinner will be at 6:30 P.M. Lois Winter-
beeg, mgr., Women’s Dept., National
Safety Council, will be guest speaker.

CHICAGO: Harris Trust and Savings
Bank has named seven vice presidents.
They are: Frederick E. Bishop, Donald S.
Hunt, Jerry H. Pearson, John J. Ruth, all
of the banking department; William A.
Hawk, investment department, and Jo-
seph T. Keckeisen, Jr., and James J.
Stamas, trust dept.

ELMHURST: The Bank of EImhurst has
completed a major expansion, and the
size of the lobby has been doubled.
Assets are now over $15 million.

There are so many ways we can help you
That’s why over half the banks in lowa are
— MNB correspondents

Terry Martin

Assistant Vice President
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Specialized Bank Coverage

Ransom Insurance. Indemnifies bank for ransom
money paid in event of kidnapping or detention
of an insured person. Coverage can protect direc-
tors, officers and employees, including their fami-
lies, and can be extended to cover extortion pay-
ments and accidental death and dismemberment
of the insured persons arising out of kidnapping
or extortion.

Directors & Officers Policy. Protects directors and
officers from defined wrongful acts in their capaci-
ties as directors or officers. Also reimburses the
bank for losses due to liabilities of directors and
officers assumed in the bank’s by-laws. High limits
available. Low deductibles and no participation by
the insured in losses exceeding the deductible.

All-risk Physical Loss or Damage. An optional five
part policy covering:

m Non existent or inadequate insurance on mort-
gaged or foreclosed property on a specified peril
basis, as required in the bank’s mortgage agree-
ment

m Errors & omissions on taxes and VA & FHA
guarantees

m All-risk of physical loss on bank’s interest in
mortgaged and foreclosed property

m All-risk of physical loss or damage to bank’s own
property excluding perils insured specifically

m Extra expense all-risk of physical loss to bank
premises

Executors’ and Trustees’ Errors & Omissions. In-
sures against negligent acts, errors and omissions
of executors and trustees while functioning as
administrators, executors and trustees or in other
personal trust functions carried out by the trust
department.

Bankers’ Data Processing Transit & Extra Expense.
Insures documents while in transit including the
extra expense incurred to reassemble them. Cover-
age can be extended to include the bank’s legal
liability to third parties arising out of loss of the
documents.

Catastrophe Safe Depository. High limits available
to protect the bank's safe deposit operation. Avail-
able either as full coverage, or as an excess of your
existing policy.
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Offices in:

Atlanta

1776 Peachtree St., N.W.
Atlanta, Georgia 30309
404/875-6677

Boston

131 State Street

Boston, Massachusetts 02109
617/523-5280

Chicago

175 West Jackson Boulevard
Chicago, lllinois 60604
312/427-4737

Dallas

1724 Southland Center
Dallas, Texas 75201
214/742-3638

Houston

2200 South Post Oak Road
Post Oak Bank Building
Houston, Texas 77027
713/621-2101

Los Angeles

520 South LaFayette Park Place
Los Angeles, California 90057
213/385-8441

Minneapolis

5100 Edina Industrial Boulevard
Minneapolis, Minnesota 55435
612/941-3711

New York

123 William Street

New York, New York 10038
212/227-1366
201/642-2286

San Francisco

111 Pine Street

San Francisco, California 94111
415/391-0242

St. Petersburg

P.O. Box 13169

6168 First Avenue, North

St. Petersburg, Florida 33733
813/347-1221

Interstate
National
Companies

Interstate National Corporation includes:

Geo. F. Brown & Sons, Inc.

Higham, Neilson, Whitridge & Reid, Inc.
Interstate Fire & Casualty Company
Chicago Insurance Company

and subsidiary companies

FNC 72-01



Lender’s Protective Application

Applicant-
Address_
Producer’s name. -Phone-

Producer’s address.

Loans—exclude business loans and loans to debtors on property held for resale, lease or hire

Type Number Outstanding Loans Est. Next 12 Morths Total Loans Any Ore Loan Terms of Loan
Property No. * Direct Dealer  No. Direct  Dealer  Outstanding  Maximum — Average Meximum Average
New Autos % % % % $ $ $ mos. mos.
Used Autos

Trucks—to 1ton

Boats & Marine Eg.
HH Goods & Appl.

"Indicate the number of loans for which the bank has no evidence of physical damage insurance.
How many loans are 60 days or more past due?.

Describe the present procedure for following up on insurance.
Describe the follow up procedure on dealer originated loans, to guarantee the bank as a secured creditor.

Do you have any branch offices? O No 0O Yes—how many?, .. Are the lending procedures uniform with those

of the main office? O Yes O No—explain

Questionnaire—Furnish full details as needed, especially items with an asterisk. Yes No
*Do you investigate each borrower including dealer loans?

Are dealer loans made on a no recourse basis?

Is specific coverage placed if a borrower does not carry physical damage insurance?

*Are all instruments filed and recorded in accordance with the Uniform Commercial Code?

Does the state require encumbrances be noted on Certificates of title of a vehicle?

Are your encumbrances noted on Certificates of Titles when making direct auto loans?

Are your encumbrances noted on Certificates of Titles when making dealer auto loans?

History
Has Single Interest Auto coverage ever been carried? O No O Yes—furnish the carrier, when coverage was terminated

and why.

Lender’s Protective Insurance

A Banker's Blanket Security Interest policy offering]
a total, comprehensive loan security insurance pro-
gram for large and small banks and loan companies.

Here's a complete, up-to-date, flexible insurancel
program that saves a bank time and money byl
combining the basic protection features of several!
policies into one. It also eliminates most of the risk|
of losses due to errors in follow-up procedures.

The basic policy includes ...
m lender’s single interest coverage
mlender's errors and omissions coverage for|
autos, boats and appliances (other classes of|
chattels can also be included)
m chattel mortgage non-filing coverage

The following extensions can be added:
m Protection against losses due to physicall
damage of chattels after repossession
m Coverage for specific single interest on indi-|
vidual borrowers
m Protection against losses on loans insured by|
marginal companies

Additional flexibility is available to tailor the policy!
to the bank's exact needs.

The premium is based on either the total monthly!
outstanding loan balances or number of loans
made. The going-in deposit will depend on the[
premium size and audit reporting term.

You're even protected for loans on which youl
failed to file a proper and complete long-form [
loss-payee clause.

So no matter how big your direct loan or dealer!
loan volume may be, this policy eliminates much
of your bookkeeping and follow-up procedure
and greatly reduces the risk of losses due to|
filing and recording. You get total coverage at a
know cost.

The policy complies with The Uniform Commercial |
Code.

In the past three (3) years have any losses been sustained because of failure of the borrower to maintain adequate physical

Dig‘?t?z’é‘éﬁ?&%‘ﬁ’&?@ﬁ? 0O No O Yes—furnish the number, total amount of losses and largest single loss, by year
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Callon the "Performance Team?™??..

Fast, accurate computer forecasting for banks and business.

FIRST NATIONAL BANK & TRUST COMPANY OF LINCOLN
13th and M Street « Lincoln, Nebraska 68501 « Member, F.D.I.C.

HOMEWOOD: Plans to expand the facil-
ities of the Bank of Homewood have
been announced by Patrick J. Funchion,
exec. v.p. A new 13,500 square foot
addition will be started in about two
months. Bids are to be taken soon.
Formed in July, 1946, the bank has
assets over $30,000,000.

OAK PARK: Gerald P. Marshall has been
named a.v.p. and head of the installment
department of Oak Park Trust & Savings
Bank. He joins the bank with 10 years
experience in the investment and lending
field.

SPRINGFIELD: A state charter has been
issued for organization of the American
State Bank of Springfield, to be located
at 120 South Chatham Road. Capital will
be $300,000; surplus, $300,000, and
reserves, $150,000.

Officers will be Frank Willey, chair-
man; William G. Golladay, exec, v.p.;
Ronald A. Wilson, v.p., and Willis Farley,
Jr., cashier. All are from Springfield.

MINNESOTA NEWS

District meetings will continue in
Minnesota this week as follows: Groups
3, 4, 5 — Sept. 25, Majestic Oaks
Country Club, Anoka; Group 7, Sept.
26, Montevideo Country Club, Monte-
video, and Group 2, Sept. 27, Kato
Ballroom, Mankato.

MINNEAPOLIS: First National Bank of
Minneapolis has announced that William
E. MacDonald has rejoined the bank as
an investment officer, and that Thomas
N. Libera has been elected vice president
in the trusts and investment management
group.

MINNEAPOLIS: The Independent Bank-
ers of Minnesota will hold their annual
state convention on Wednesday and
Thursday, October 25-26, at the Shera-
ton-Ritz Hotel, according to George R.
Francis, president.

PIPESTONE: W. S. Morgan, president,
First National Bank, has announced

GOT AN

IMPOSSIBLE DREAM?

CALL
BOB REED

CORRESPONDENT BANKING DEPARTMENT / SIXTH AND LOCUST / DES MOINES

plans for construction of a new bank
building at the comer of North Hiawatha
Ave. and Second Street N.W.

MONTANA NEWS

RED LODGE: Funeral services were held
recently for Joe Bailey, chmn., United
States National Bank.

LIVINGSTON: The Regional Adm. of
National Banks has approved a tempor-
ary head office relocation for First Nat-
ional Bank.

SOUTH DAKOTA NEWS

PIERRE: Will Lenners, asst, v.p., Pierre
National Bank, has been transferred from
the installment department to the com-
mercial and ag loan dept. He joined the
bank in 1970.

WESTERN NEWS

PENDLETON, ORE.: John B. Olin, supt.
of banks in Oregon, has granted permis-
sion to a group of local businessmen to
form a bank to be called “The Pendleton
Banking Co.” Authorized capitalization
will be $600,000. Joe B. Green, local
CPA, is to be chairman. Other directors
will be:

William R. Johns, partner in Johns,
Smith and Beamer of Athena; Norman
R. Jones, chairman and president of
Smith Canning and Freezing Co. of
Pendleton, Milton-Freewater, and Lewis-
ton, ldaho; Henry N. Stoddard, manager
of Oregon Operations for Smith Canning
and Freezing Co.; John R. Segerstrom,
president of the bank; and Robert A.
Conitz, vice president and cashier.

OurCorrespondents call
him "Helpful Homer"...

... that must be the reason why so many banks are
letting Homer help them with their correspondent needs.

CAPITAL CITY BANK

East 5th and Locust ¢

r Jensen
orrespondent Bank Officer

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

Phone 515/244-5111
Des Moines, lowa 50309

Member Federal Deposit Insurance Corp. and Federal Reserve System

“MAKING
impossible dreams

POSSIBLE”

Current plans call for the bank to
Celebrate its Grand Opening early in
1973.

SALT LAKE CITY, UTAH: Mrs. Doris
Taggart, adm. asst, of Zions First Nat-
ional Bank was named chmn. of the Utah
group of the National Assoc, of Bank
Women.

@ BANKERS TRUST

WYOMING NEWS

EVANSTON: The Fed has approved the
application of the Wyoming Bancorpora-
tion to acquire the Stockgrowers Bank of
Evanston. It will be effective September
30. Two additional applications are
pending —First State Bank of Cody and
First National Bank of Meeteetse, and
are awaiting Fed action.

To meet the dictation needs of the
executive who travels or attends conven-
tions, SONY has designed the Portable
Dictating Unit BM-10 —the perfect comple-
ment to the Sony Transcriber BM-30.

Designed to use standard tape cassettes,
available anywhere, the compact unit has a
built-in electret condenser microphone —its
own built-in speaker for on-the-spot review
—an automatic electronic cue signal —plus
automatic gain control.

For prices and descriptive literature write:
Fred Hutchinson

Economy Service Company

SONY 1115 HIGH STREET
DES MOINES, IOWA 50309



Three of our men

on your side at  Fred Coulson

Tom Cannon

Commerce Bank .cwes

NORTH DAKOTA NEWS

DICKINSON: The Badlands Chapter of
the BAI was held here last week. Fifteen
banks participated, and 74 bank officers
and employees were present. The pro-
gram was entitled, “Training Bank Em-
ployees,” which was presented by Al
Haas, State Bank of Burleigh County,
Bismarck, and Reuben Sailer, Bank of
North Dakota, Bismarck.

INTEREST RATES...

(Continued from Page 1)

continue to grow at a fast pace by
historic standards. Also, tax increases
and some progress in controlling federal
spending may serve to improve the over-
all fiscal outlook.

In summary, our best guess at the
moment is a sidewise to moderate rise in
long-term rates between now and early
1973. The critical time will come in the
first half of next year. A combination of
market forces and new inflation threats
could conceivably drive rates sharply
higher, but such a development (if it
occurs) might well prove temporary. For
all of 1973, we would doubt that long-
term AAA corporate bonds will show an
average yield of more than 25-35 basis
points above current levels. We do not
see the prospect for a severe “money
crunch” or serious disturbances in credit
markets.

We continue to be disturbed by the
extremely liberal money policy. Since
the beginning of the year the money
stock has risen at a 9.0% annual rate and

reserves to support private nonbank de-
posits have gone up at a 9.3% rate. The
Federal Reserve authorities are entering a
period when it will be increasingly diffi-
cult to hold down the growth in the
credit base due to Treasury financing
demands.

WANT ADS

Rates 25 cents per word per
insertion. Minimum: 12 words.
NORTHWESTERN BANKER
306 15th St., Des Moines, lowa

FOR SALE
NCR 450 Proof Machine. Under main-
tenance. Contact —Ray Block, Cash-
ier, Overland National Bank, Grand
Island, Nebraska 68801. Telephone
(area code 308) 382—4800.

FOR SALE
Two used Burroughs Electronic Post-
ing machines available as result of
automation —under continuous main-
tenance agreement. Also, auto-reader
—make offer. First National Bank in
Staunton, Staunton, Illinois 62088.

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,

Need something fast?

Call us on our new
toll free wats line

800-362-1615

99

“C

Central National Bank 6-Trust Company

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

Does the boom in International
Trade have your customers
asking you new questions?

If you want to know how to handle
foreign collections ... arrange export
and import financing ... where to obtain
letters of credit... how to locate and
develop new contacts overseas, the an-
swers are as near as your phone. Call
(312) 443-2650 and youll find the
International Banking Group at LaSalle
National Bank, Chicago, ready to assist
you.

GOING, GOING— fast!

“The Thank You’ Bank” is now by far
the fastest-selling thing of its kind in the
country today. (It’s a low-cost promo-
tion package priced well within reach of
even the smallest bank.) But every bank
cant get it. (Only one to an area.) To
find out if you can, write today to
Advertising Associates, Inc., Box 934,
Maquoketa, lowa.

RELOCATE

Executive officer for medium sized
bank. lowa, Southern Minnesota,
Nebraska area. 23 years banking.
Agric. background, all loans. Resume
on request. Write Box IKN, in care
of the NORTHWESTERN BANKER,
306 Fifteenth Street, Dfes Moines,
lowa 503009.
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