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The Future of the Municipal Bond
“ If we are to protect the municipal 

bond with its tax exempt status . . . and 
at the same time maintain some vestige 
o f local control over local affairs, we 
must adopt some innovative and con
structive answers to the new threats 
posed by tax reform proposals that will 
be made in the upcoming session o f 
Congress.”

This is the statement made by Rob
ert C. Brown, vice president o f The First 
National Bank o f Chicago during his 
bank’s 25th correspondent bank confer
ence. Mr. Brown warns that the financial 
institutions may not be able to rely on 
mayors and other local officials to help 
fight the battle like they did in 1969, 
because tax exemption does not have the 
raw political appeal of, say, revenue 
sharing. He points out that commercial 
banks now hold $78 billion or 51% of all 
municipals. He points out that the exist
ing municipal market is overly reliant on 
the commercial banking system, since 
51% or $78 billion o f all municipals are 
held by banks. This fact, according to 
Mr. Brown, creates a two-fold danger as 
follows:

“ First, when money turns tight, 
banks withdraw from the bond market in 
order to satisfy the commercial custo
mers who are the life-blood o f their 
business. When this major source o f 
demand dries up, tax-exempt rates rise 
(higher, proportionately, than do taxable 
rates) and many municipal borrowers are 
driven from the market as interest rates 
exceed statutory maximums.

“ The second danger from this over

reliance on bank buying is somewhat in 
the future, though it has begun to show 
in certain quarters. In many o f  the major 
banks, tax credits from leasing activities 
and overseas operations have reduced 
their tax liability to the point where 
municipal bond interest doesn’t have 
much attraction. As more o f the money 
center banks reach this point, a major 
segment o f the demand for municipals 
will be drained away. As this happens, 
we can expect increasing pressure from 
Washington for the creation o f Federal 
agencies to get the job  done. I don’t 
want that. I don’t think you want that!

“ Because I feel this way, I have 
supported a legislative proposal advanced 
by Senator Proxmire called the Munici
pal Capital Market Expansion Act. This 
is a controversial piece o f legislation. 
Some people see it as a greater threat 
than tax reform or the proliferation of 
Federal agencies. I see it as a sensible 
compromise designed to meet the grow
ing needs o f the nation while preserving 
tax exemption and local control for 
municipal borrowing.

“ Briefly, the Proxmire Bill would 
provide an option to local government. 
The municipality could issue tax-exempt 
bonds, exactly as it does now, or it could 
give up its tax-exempt privilege, issue 
taxable bonds and receive a subsidy from 
the Federal Government equivalent to 
1/3 o f the taxable interest rate. Note 
that the municipality has complete 
choice between these options. It might 
issue subsidized taxable bonds this time 
and tax-exempt bonds the next. There is

PICTURE OF THE WEEK -  Some 19,000 
copies of a new booklet, "Occupational 
Safety and Health of Bank Employees," 
recently were distributed to member banks 
by the American Bankers Association. Rob
ert Feagles, (left), chairman of the govern
ment relations committee of the ABA’s 
personnel division, presents the first copy to 
George C. Guenther, assistant secretary for 
Occupational Safety and Health, at the U. S. 
Department of Labor in Washington. Mr. 
Feagles is also senior vice president of the 
First National City Bank in New York.

no limit on the number o f times the 
issuer might switch back and forth. This 
measure would be funded with a perma
nent annual appropriation. Provisions o f 
the Act would apply to state and munici
pal bonds issued for any purpose except 
industrial development. Taxable bonds 
issued under this proposal would be 
lawful investments for banks and fid
uciary institutions..

“ That in essence is what the Prox
mire Bill proposes. Critics o f this ap
proach have some valid objections. They 
point out that the Federal Government 

(Continued on back page)

Independent
Banking

Has kind of a nice ring to it. 
Use our toll free WATS line to find out how
our Correspondent Banking Department can help you.

Member: FDIC, 
Federal Reserve System

DES MOINES’ LARGEST 
INDEPENDENT BANK

BANKERS TRUST
6th & Locust /  Des Moines, Iowa /  800-362-1688
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Continental Announces Changes
Donald M. Graham, 59, chairman of 

the board and chief executive officer o f 
Continental Illinois Corporation and 
Continental Illinois National Bank & 
Trust Company, announced November 
27 his intention to retire March 26, 
1973. Tilden Cummings, 65, president o f 
the holding company and the bank, also 
plans to retire on that date.

At that time, Roger E. Anderson 
will succeed Mr. Graham as chairman and 
John H. Perkins will succeed Mr. Cum
mings as president. Both men are age 51 
and both presently hold the title o f vice 
chairman.

IOWA NEWS
BOONE: Stanley F. Redeker has been 
elected to the board o f directors o f  The 
Citizens National Bank. He is the owner 
o f Redeker Furniture Company of 
Boone and is currently president and 
chairman o f the State Board o f Regents 
o f Iowa.

CHARLES CITY: H. James Olds, presi
dent o f Citizens National Bank, has 
announced the promotions o f Craig A. 
Lynch from cashier to assistant vice 
president and cashier, and Elizabeth G. 
Regan to assistant cashier.

BETTER TA LK  TO  A

DROVERS
M A N

we’re here on

— i

FRED BERNIE
CUMMINGS MILLER

ED LARRY
RIETZ 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 
M em ber F.D.I.C .

CRESCO: The Cresco State Bank held an 
open house in its new bank building at 
Second Avenue East and North Park 
Place last week. Free gifts and refresh
ments were offered to those attending.

DANVILLE: The Danville State Savings 
Bank held an open house in its new 
quarters on December 2.

DAVENPORT: Leonard E. Arp, 83, died 
recently after an extended illness. Mr. 
Arp was a vice president and director o f 
Liberty Trust & Savings Bank in Durant. 
He had been a director since 1928.

DES MOINES: The Iowa-Des Moines 
National Bank is holding its 14th Annual 
Iowa Business Trends Conference at Ho
tel Fort Des Moines today (Monday) 
with about 500 businessmen and bankers 
in attendance. Speakers and topics are:

Agriculture — Fred M. Seed, presi
dent, Cargill, Inc., Minneapolis.

Construction — Woodward King- 
man, president, Government National 
Mortgage Association, Washington, D. C.

Manufacturing — Thomas A. Lou
den, general manager, Iowa Malleable 
Iron Co., Fairfield, la.

Publishing -  Robert A. Burnett, 
executive vice president, Meredith Cor
poration, Des Moines.

Retailing -  Charles Duchen, presi
dent, Yonker Bros., Inc., Des Moines.

Returning by popular demand to 
give the Economic Outlook address at 
the noon luncheon is Dr. Paul S. Nadler, 
professor o f business administration, 
Rutgers University, Newark, N. J.

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

MARSHALLTOWN: The Security Sav
ings Bank recently held a grand opening 
in its new south side office at Southridge 
Road and Center Street. The new facility 
is a full service unit with safe deposit 
boxes, savings and checking service and 
personal loans.
YALE: Funeral services were held re
cently for Jay W. Hemphill, 87, president 
of the Farmers State Bank. He had been 
associated with the bank for 47 years.

NEBRASKA NEWS
LINCOLN: The Federal Reserve Board 
has approved the application o f National 
Bank Corporation Co. to acquire the 
Mutual Savings Co., an industrial loan 
company with $786,000 in assets. Nat
ional Bank is the parent o f $158.6 
m i l l io n  deposit National Bank o f Com
merce Trust & Savings Association, 
which is the second largest o f the 11 
banks operating in the Lincoln market.

SCHUYLER: Harold Qualsett, 56, presi
dent o f the First National Bank, died 
Thanksgiving Day. He had been ill with 
cancer for several months. Mr. Qualsett 
also was executive vice president o f the 
Clarkson Bank at Clarkson.

MINNESOTA NEWS
CHANHASSEN: An amendment has
been authorized increasing the amount 
o f capital stock o f the State Bank of 
Chanhassen from $60,000 to $100,000 
by stock dividend and sale o f new stock.

Th e re  are so many ways we can help you _  
T h a t ’s why over half the banks in Iowa are 

—  M N B correspondents

Terry Martin 
A ssistant V ice President

MERCHANTS NATIONAL BANK
CIOAR RAMOS, IOWA S2401

Member FOIC
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your collateral
He buys his toys with your money. Yachts. 
Planes. Campers.
If one gets broken, lost or stolen before it’s 
paid for, you could be the real loser.
That’s why it’s nice to have us in the game. 
Our Lender’s Protective Policy provides all

risk collateral protection to cover the ifs and 
buts in existing (or non-existant) policies. 
You can’t lose.
When the toys get broken, you still come 
home with all your marbles. Ask your agent 
to ask us about a Lender’s Protective Policy.

Interstate
National
Companies
175 W. Jackson Blvd. 
Chicago, III. 60604 
312/427-4737

Interstate National Corporation— Geo. F. Brown & Sons, Inc.; Higham, Neilson, Whitridge & Reid, Inc.; Interstate Fire & Casualty Company; Chicago Insurance
ComDanv ami .subsidiary rn m nanies . n tf iro c . Atlanta Rnctnn. Phioairn .n a lla c  Houston Inc. Ananias Minnoannlie Noui .York .Can ..cr D niarrhurn
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Call on the "Performance
Fast, accurate com puter forecasting for banks and business. 

FIRST NATIONAL BANK & TRUST COMPANY OF LINCOLN
______________13th and M Street » Lincoln, Nebraska 68501 • Member, F.D.I.C.

COON RAPIDS: R. E. Wheeler has been 
elected chairman o f the board and a vice 
president o f First State Bank o f  Coon 
Rapids.

MINNEAPOLIS: Robert R. Helmerichs 
was named vice president o f  the national 
correspondent banking division o f  the 
commercial banking department o f the 
National City Bank o f  Minneapolis.

MINNEAPOLIS: The Northwestern Nat
ional Bank will hold its annual STAG 
Correspondent Management Conference 
Thursday, December 7. Discussion will 
be centered on the following observa
tion: “ The economy and the environ
ment o f the Upper Midwest may be in 
jeopardy, and the banking industry is 
uniquely qualified to mobilize the re
sources and talents o f  our people to 
build better communities for us all in the 
next 100 years.”

MINNEAPOLIS: Calvin C. Meury, Jr., 
was named director o f marketing re
search for the First National Bank of 
Minneapolis.

RED WING: Ronald W. Walm, 27, has 
been elected cashier o f  The First Nat
ional Bank. A native o f Ladysmith, Wis., 
Mr. Walm recently has been in charge o f 
a regional audit team for Northwest 
Bancorporation in southwestern Minne
sota.

ILLINOIS NEWS
CHICAGO: Thomas A. Rosenquist, 31, 
has been appointed cashier at the South 
Central Bank and Trust Company.
CHICAGO: Exchange International Cor
poration, the holding company for Ex
change National Bank o f Chicago, recent
ly was approved by the Federal Reserve 
System. Official date o f establishment of 
the holding company was set as Decem
ber 31, 1972.
HOMEWOOD-FLOSSMOOR: A charter

YALE SECURITY EQUIPMENT 
Sales and Service 

Full line of bank security equipment 
YALE BANK SERVICE DIVISION. Regional offices

I9 6 0  W. 12th Place 
Denver, Colorado 80204 
Phone: 303/825-8241

2066 Farnam Street 
Omaha, Nebraska 68104 
Phone: 402/342-1821

F i HI Security Products 
. [ • ■ i f “I & Systems

FOR SALE
NCR Postronic. R econditioned. Under 
serv ice  contract. Priced for quick 
sa le . C ontact: Elgin State Bank,
E lgin , Iowa 52141. Telephone (area 
code 319) 426 -2721 .

John Emmons 
Data Processing Officer

A nyw ay you fig u re  it ,
Jo h n 's  g o t the 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!

C A P IT A L  C IT Y  B A N K
East 5th and Locust • Phone 515/244-5111  

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

has been issued for the organization o f 
the following state bank: Community 
Bank o f Homewood-Flossmoor, South
west Corner o f Heather & Dixie Highway 
in Homewood-Flossmoor. Total capital
ization o f  the bank will be $1 million, 
consisting of: $400,000 in both capital 
stock and surplus and $200,000 in re
serve for operating expenses. The 40,000 
shares will have a par value o f  $10 each. 
The officers will be: John E. Jansen, 
president; John J. Vax, executive vice 
president, Chicago; Louis F. Kusay, vice 
president and Mitchell J. Overgaard, act
ing cashier.

WHEATON: Francis E. Weimer, chair
man o f  the board and trust officer o f the 
Wheaton National Bank, will be honored 
at a reception in the bank lobby Tuesday 
evening, December 5, on the occasion o f 
the conclusion o f  his fiftieth year o f 
service to the banking industry.

NORTH DAKOTA NEWS
GRAFTON: The Grafton National Bank

recently opened its Auto Bank. The new 
facility is located at the corner o f Hill 
Avenue and Seventh Street. It will serve 
mainly for accepting deposits and cash
ing checks, but payments will be taken if 
payment books are brought. Also in
cluded is a walk-up window. Floris Gan- 
yo will be in charge o f  the office.

SOUTH DAKOTA NEWS
ARMOUR: The First State Bank held an 
open house for bankers, contractors and 
others November 27 with a social hour 
and dinner at the Randall Hills Country 
Club in Pickstown.

COLORADO NEWS
DENVER: The Central Bank and Trust 
Company promoted six officers to the 
position o f assistant vice president at 
their recent board meeting, according to 
President Don Hoffman. They are: Fred 
Howell, Tom Gottschalk, Florence Lam- 
pert, Lyle Walter, Jim Stanley and Jim 
Phelps.

Larry Welch

Correspond with the bank that knows 
the importance of your bank 

to your community.

IOWA-DES MOINES 
NATIONAL BANK

Member Federal Deposit Insurance Corporation

We are pleased to announce the availability of 
Omaha National Corporation 

Commercial Paper 
through our firm at attractive rates.

V P

209 South LaSalle Street Chicago, Illinois 60604
(312) 641-3522

SPECIALISTS IN MONEY MARKET SECURITIESDigitized for FRASER 
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C O U L S O N ^  
CANNON 1mA 

AND MUIR
Three of our m e n ____ _ ___ _

on your side at " Fred Coulson Tom Cannon Dick Muir

ÍNG Commerce Bank of Kansas City

MUNICIPAL BONDS.........
(Continued from Page 1)
could subsidize the tax-exempt bond out 
o f existence by raising the percentage 
payments. They claim that this measure 
would shunt enough borrowing into the 
taxable market to distort corporate bond 
rates. Basically they are afraid that ac
ceptance o f this proposition will shatter 
the argument o f reciprocal tax immunity 
and lead eventually to the kind o f 
Federal takeover that the Bill is designed 
to avoid.

“ These objections are not unreal
istic, but I am prepared to accept some 
risks. The alternative is even more grim:

“ Now, let me digress for a moment 
to allay your fears about municipal
bonds you now own. No one, not even 
the most extreme critics, has suggested 
that we cancel the tax exemption on 
outstanding municipal bonds. The effect 
o f such an extreme move would be
simply more than the economy could 
bear.

“ If the tax-exempt feature dis
appeared overnight, municipals would 
drop in price by about 17% o f their par 
amount. The banking system would suf
fer book losses o f $13% billion which is 
equivalent to 27% o f the total capital o f 
the American banking network. Insur
ance companies, which own $21.4 billion 
in municipals would be similarly af
fected. Congress may not care about the 
problems o f bankers and bond men, but 
Congress cares very much about any 
legislation which jeopardizes the savings

and the insurance coverage o f millions o f 
Americans.

“ So I’m not too concerned about 
the tax status o f municipal bonds we 
now own. I am greatly concerned, 
though, about the status o f bonds issued 
in the future.”

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

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

AG POSITION WANTED 
R ecent Ag Education Grad with Iowa 
farm background and 3.25 honor point 
ratio seek s opportunity in country 
bank. Age 24; Height, 5 ft. 10 in .; 
Single. E xcellent business and bank
ing references. Write F ile  T A J, c :/ o  
NORTHWESTERN BANKER, 306 - 
15th St., Des M oines, Iowa 50309.

FARM LOAN APPLICATIONS 
Agricultural F inancial Statements 
are available for rural banks at 
reasonable rates. Samples available — 
The Bankvertising Company, 1300 
Hagan St., Champaign, Illinois 61820.

WANTED: Midwestern Banks 
Have qualified buyers willing to pay 
substantial Premium.
W rite  or Call: J. Mason H en ry , President 

CHARLES E. WALTERS CO., INC. 
P.O . Box 1 3 1 3 , O m aha N eb . 6 8 1 0 1  

Phone: (4 0 2 ) 5 5 3 -6 4 0 0

Need something fast?
Call us on our new 
toll free wats line 

800 - 362-1615

“C
99
Central National Bank &  Trust Company

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

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.

FACE TO FACE
You work face to face with our 

Inside Men, as well as our Outside Men at 
LaSalle National Bank, Chicago.

One week out o f  every month, Tom 
Roth, Jack Ramey, and Rick Anderson 
join our Outside Men so as to obtain a 
first-hand knowledge o f your needs and 
problems. Phone Tom, Jack, or Rick at 
(312) 443-2774.

GOOD BANKERS 
ARE AVAILABLE

PRESIDENTS -  age 40-50, well ex
perienced; administration, marketing, 
lending, investments, etc . . .  18-25

COMMERCIAL LOAN -  formal anal
ysis experience — also some R.E. & 
agricultural loan officers . .  . 12-20

INSTALLMENTS — experienced dept, 
heads as well as promotable second 
men . . .  10-18

OPERATIONS — A very broad cate
gory — includes Data Process.. . .  9-20

We also have specialists such as mar
keting, personnel, Trust operations, 
etc. Discuss your particular situation 
with us. We may have just the man 
you seek. No obligation

TOM HAGAN & ASSOC.
(816) 474-6874

P. O. Box 12346 N.K.C., Mo. 64116 

" It  takes a banker to know one"
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Voi. 2. No. 31 Northwestern Banker Newsletter is published weekly by the Northwestern Banker Company, 306 Fifteenth Street, 
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