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AN OPEN LETTER...

Dr. E. J. Steele

Kayser Professor of Economics
University of Nebraska-Omaha
Omaha, Nebraska

Dear Dr. Steele:

Your recent article published under the official sanction
of your university in its publication, “Review of
Applied Urban Research,” deserves the charges of
“unfair and irresponsible” leveled at you by the
Nebraska Bankers Association. After visiting with you
by phone last week and verifying the accuracy of
quotations attributed to you by United Press
International in its statewide distribution of your
story, we must add regretfully that your study is
academically deficient.

Too many people are taking potshots at bankers
today without obtaining the facts. We don’t intend to
ignore this one because you have chosen to spread your
inaccurate conclusions beyond the campus.

In the article you centered on two principal
conclusions to which we respond and challenge:

1. You have stated that many small banks in lowa,
and Nebraska, defined by you as banks of under $5
million deposits, “are acting as nothing more than
investment banks for their owners” by “not performing
the basic banking function of collecting the community
surplus funds and allocating them among local needs in
an acceptable manner.” They are derelict, you say,
because they fall below the Nebraska statewide average
of 62.5% loan/deposit ratio, and therefore, on this
“passing grade...40% of the small banks in Nebraska
failed.”

2. You have stated “it even seems likely that small
banks would carry more funds in correspondent
accounts than necessary,” and you add this would

Des Moines, lowa

Octobers, 1977

mean a loss as large as $30 million in Nebraska
communities and as high as $50 million in lowa.

When | talked with you by phone, Dr. Steele, you
refused to disclose the number of banks you “studied”
to make these unbelievable conclusions. From another
source at the university we have learned you used 18
Nebraska banks and 14 lowa banks.

When | asked why you used 1975 figures rather than
current figures you told me you got interested in this in
1975, had only a limited budget of $25 for a printout of
FDIC figures, and got around to writing it this spring.

It is very difficult, Dr. Steele, to see how an
academician can support the generalized statements
made about all Nebraska and lowa small banks based
on data taken from an isolated period from a limited
number of selected banks. The facts do not support
your conclusions. To the above two points you have
tried to make, let me respond as follows:

1. You state categorically that small banks aren’'t
doing the job because they're not living up to your
personally selected loan/deposit ratio that should be a
“passing grade.” Consider this, please—

« You have not established a track record of any
kind for any one of the banks you would condemn, since
you selected out-of-date data from one year. You have
no idea of how those banks have conducted their
business prior to or following your very limited study.

= Just because abank may show a loan/deposit ratio
lower than what you select doesn’t mean it is not doing
alending job for its customers. Have you ever heard of
overline loans or participation loans? Practically every
community bank accommodates a certain number of its
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40 IOWA BANKS-OWNERS OF THE IOWA NEW OUTLOOKS ASSOCIATION-

INVITE YOU TO DISCOVER...

The right answerto the NOW account-right now!

NEW OUTLOOKS CLUB- America’s most
successful, most popular package checking
account program.

Call us today. (515) 382-5363.
The lowa New Outlooks Association
PO Box 239, Nevada, lowa 50201
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services that give you a
lot of help for your
money.

Member FDIC An Affiliate of Northwest Bancorpo”at E | Banoo

Comptroller Restricts
Credit Life Sales

Comptroller of the Currency
John G. Hermann has sent to the
Federal Register a final regulation
prohibiting officers, directors and
principal stockholders of national
banks from personally profiting on
the sale of credit life insurance to
loan customers.

The regulation, originally pro-
posed in July, 1976, declares that
retention of credit life insurance
income by such persons is an unsafe
and unsound banking practice.

Call your roving
correspondent
at Bankers Trust

Use our toll-free WATS line: 800-362-1688
Member: F.D.l.C./Federal Reserve System

START

SOMETHING
W ITH SECURITY!

Call Wayne Johnson for complete service on
all your correspondent banking needs. The
kind of help Security can provide.

712/277-6526

SECURITY NATIONAL BANK

Sixth & Pierce Street = Sioux City. lowa 51101

The new regulation, designated
as 12 C.F.R. 2, is effective on
January 1, 1978. A copy of the
regulation as reprinted in the
Federal Register will be mailed to
every national bank during the next
week.

The regulation establishes a
non-exclusive list of methods by
which credit life insurance can be
sold or otherwise made available by
a bank to loan customers. A
national bank may use any of these
methods but may not offer credit
life insurance coverage in a way
that confers a personal benefit on a
bank employee, officer, director or
individual stockholder owning more
than 5% of the bank’s shares.
Where state insurance laws or other
legal obstacles appear to prevent
the use of any of the methods listed
in the regulation, the bank may
select another method so long as
the method selected does not
benefit employees, officers, direc-

tors or selected stockholders
personally.

lowa News
Christy F. Armstrong was

advanced from vice president to
president of the Ilowa Bsinkers
Association last week at the
group’s annual convention in Des
Moines. Mr. Armstrong is presi-

dent of American Trust and

Savings Bank, Dubuque. He
A good
correspondent
bank relationship
Is still built

by good people.
Yours and ours.

Mark Christen
Asst. Vice President
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succeeded C. Robert Brenton,
president, Brenton Banks, Inc.,
Des Moines. H. Rand Petersen,
president, Shelby County State
Bank, Harlan, was elected vice
president, and Edward L. Tubbs,
president, Maquoketa State Bank,
was elected treasurer. A complete
convention report with pictures will
appear in the October issue of the
Northwestern Banker.

EMMETSBURG: Mike Sogard has
joined the Palo Alto County State
Bank as a loan officer trainee.

SAC CITY: Lynn Minnman has
been appointed assistant cashier
and manager of the instalment loan
and insurance department. He
formerly was with the First
National Bank of Fort Dodge.

WASHINGTON: Paul Dunlap,
president of Hawkeye Bancorpora-
tion, Des Moines has signed a
contract for the purchase of
National Bank of Washington,
subject to Federal Reserve Board
approval. The $30 million in assets
of National Bank, coupled with
previously proposed acquisitions of
Second National Bank, Eldora, and
Momingside State Bank, Sioux
City, would increase Hawkeye's
assets to $700 million, with
stockholder equity of $44 million
and earnings exceeding $7 million.
National Bank has an office in
Ainsworth.

Call me
toll free . ..
800. 332-5991

Merchants A
National Bank

Cedar Rapids. lowa 52401 A BANKS OF IOWA BANK

%
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INVESTMENT SECURITIES

DES MOINES BUILDING

Des Moines, |l owa

TELEPHONE
26S-2152
AREA CODE 515

NEW ISSUE $2,710,000 MOODY’S: “A”

GLENCOE, MINNESOTA
$2,510,000 Electric Refunding Revenue Bonds of 1977
$200,000 Electric Revenue Improvement Bonds of 1977

Dated: October 1,1977 Denomination: $5,000

Both principal and semiannual interest (May 1 and November 1, first coupon due May 1, 1978) payable at
Northwestern National Bank, Minneapolis, Minnesota.

3.50% 4.70%
$ 20,000 May 1,1978 3.50 $175,000 May 1,1986* 4.70
3.75% 4.85%
90.000 May 1,1979 3.75 165.000 May 1,1987* 4.85
4.00% 4.90%
95.000 May 1,1980 4.00 175.000 May 1,1988* 4.90
4.10% 5.00%
100.000 May 1,1981 4.10 180.000 May 1,1989* 5.00
4.25% 190.000 May 1,1990* 5.00
110.000 May 1,1982 4.25 5.10%
4.40% 200.000 May 1,1991* 5.10
160.000 May 1,1983 4.40 5.20%
4.50% 210.000 May 1,1992* 5.20
165.000 May 1,1984* 4.50 5.25%
4.60% 225.000 May 1,1993* 5.25

175.000 May 1,1985* 4.60

240.000 May 1,1994* 5.30

35,000 May 1,1995* 5.30
*Optional in inverse order beginning May 1, 1983 at 101% and May 1, 1987 at 100%.
LEGALITY TO BE APPROVED BY BRIGGS & MORGAN, P. C., ST. PAUL, MINNESOTA.

0 Glencoe (1977 population 4,800) is the county seat of McLeod County and is one of the two principal cities in the County. Glencoe is
located approximately 50 miles southwest of Minneapolis and St. Paul and is thus well within the sphere of economic, social and
cultural influence of the Twin Cities Metropolitan Area. The major industries in Glencoe are the Green Giant Company (120 full time and
2,800 seasonal employees), which maintains the largest corn and pea processing facilities in the world; Telex Communications, Inc.
(450 employees), manufacturer of electric accoustical products—hearing aids, head sets, etc., with worldwide distribution; portable
Elevator Co. (175 employees), tillage tools; and Glencoe Butter (65 employees), milk, eggs and poultry. There are two banks in Glencoe

0 with total deposits in excess of $40,600,000.

The proceeds of the Electric Refunding Revenue Bonds, together with other funds, will be used to purchase Federal Securities to be
placed in an escrow to pay the principal of and interest on the City’s outstanding Electric Revenue Bonds of May 1,1973; November 1,
1972 and May 1,1968 as the same come due or are called, and pay certain expenses relating to the transaction. The proceeds of the
Electric Revenue Improvement Bonds, together with other funds on hand, will be used to construct improvements to the City’s electric

A distribution system estimated to cost approximately $350-$400,000; lines wyill be extended to developing areas, heavier conductors
installed where necessary, etc., to improve quality and reliability of service. In the opinion of counsel, these bonds are legal and
binding obligations of Glencoe, Minnesota, payable from the future net revenues of the electric system. The system presently has
1,900 connected customers.

HISTORIC EARNINGS

A Gross revenues 3-31-77 3-31-76 3-31-75
Expenses $1,328,411 1,182,267 954,879
Net revenues 940.836 765.038 658.487
$ 387.575 417.229 296.392
COVERAGES

(Both issues, based on 1977 net revenues)
Average principal and interest  $241,685 Maximum pripcipal and Iinterest $282,588
Coverage of average requirement 1.60X Coverage of maximum requirement 1.37X

. We own and offer subject to prior sale and change in price and subject to our attorney’s approving opinion.
Digitized for FRASER
https://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis

The information contained in this circular is not guaranteed, but is derived from sources we deem reliable
and is that on which our purchase of these bonds was based. Offered subject to prior sale and change in price.



AN OPENLETTER...
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borrowers in this way if the local bank for some reason
cannot handle a certain loan at a given time—e.g., due
to size of the loan or other commitments of the bank’s
funds. But, the point is, they do help their farm
customers obtain the loan at another banking source.
The loan doesn’t appear on the local books, but the
local banker accommodated the customer!

= A further study of that investment portfolio, to
which you refer as being operated for the benefit of
small bank owners, will show that in many cases
available funds of the bank have been used to purchase
local school or municipal bonds for the benefit of the
community, rather than being invested in loans during
that period. Do you call this being selfish and not
serving community interests?

= Each bank has its own philosophy of operation,
each community has its own character and needs, and
from these the bank management develops its best
means of serving those mutual interests. If the banker
doesn’t serve his public, he loses business; customers
will find other nearby banks. If the community doesn’t
respond to a certain banker or his goals, it may
stagnate if it doesn’'t have drive, or he may find he
better move along. We call that free enterprise and the
law of supply and demand.

2. You state that small Nebraska and lowa banks
are costing their communities about $30 million and $50
million respectively by carrying too much money in
correspondent bank accounts. You add that more than
50% of lowa’'s small banks primarily carry their
accounts outside the state. Your conclusions are
ludicrous, Dr. Steele, especially for one teaching
finance; but the worst part is you're out telling this to
the general public and trying to undermine their
confidence in the local bank that in the vast majority of
cases has served its community well for decades.
Consider these points—

e When | asked you how you arrived at your
definition of “necessary” for correspondent bank
balances, you replied “required reserves.” You seemed
at a loss for words when | asked if you didn't know
there was more to a correspondent account than that.

< Most bankers, from the smallest to the largest,
have become increasingly sophisticated in their use of
available dollars so that correspondent balances are
kept at a much lower level today than in former years to
maximize the dollar return from investing the funds
otherwise—in local loans, fed funds, municipals, etc.

e |In 1975, 45% of Nebraska's 328 state-chartered
banks (148 banks) were under $5 million. That same
percentage applied to Nebraska’'s 120 national banks
would be 54, assuming the same percentage holds true
(and it may not). This totals 202 small Nebraska banks
in 1975. To reach the $30 million figure in excess
correspondent balances you claim small banks are
keeping from their communities, each small Nebraska
bank would have to be carrying an average of $148,515
in excess balances! The city correspondents would
welcome that surprising news.
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< Similarly, the 74 small state banks in lowa at 1975
year-end represent 13% of lowa’'s 554 state-chartered
banks. The same percentage applied to the 100 national
banks is 13, or a toted of 87 small lowa banks in 1975.
Those 87 banks would have to be carrying excess
correspondent bank balances of $574,712 each to reach
the $50 million you claim they are withholding from
their communities!

= Nebraska's major correspondent banks are located
in Omaha and Lincoln in the extreme eastern part of the
state. lowa has outstanding metropolitan areas on all
four sides of its state, including Omaha, the Twin
Cities, Chicago, St. Louis and Kansas City, to augment
the excellent city correspondent banks within the state.
Until you know better how banking operates, please
don’t second-guess or criticize the business judgment of
bankers with whom you admittedly haven't even
discussed the situation.

Many other things could be said, Dr. Steele, about
the outstanding job that Nebraska and lowa banks of
all sizes are doing for their customers and their
communities. By the same token, banks in surrounding
states have been doing a corresponding good job for
their people and your survey reflects on them, too,
because they serve similar ag interests in this area.

May we respectfully suggest, if you sincerely wish to
learn more about the actual workings of banks, that
you consider:

1. Inviting various bankers, representing different
phases of banking to take part in your class discussions
to give some practical experience to the class.

2. Visiting with officials of the Nebraska Bankers
Association to see if you might work out a further
possibility for exchange of information or perhaps
even opportunities for visiting banks or short-term
work in some.

You are well aware of the figures released by the
Nebraska Bankers Association at its September 22
press conference in response to your article. Those
figures show that last year-end’s loan/deposit ratio for
all Nebraska banks has risen from 65.9% to an
estimated 71.6% last March, while the loan/deposit
ratio last year-end for small banks was 66.8% and
currently is 67.1%. Similar figures can be made
available for other states within a short time.

If you have occasion to do research on banks in the
future, we hope you will solicit the assistance of the
several sources available that will be glad to help you.
We offer the help of our magazine if you should choose
to pursue further study of the matter.

In the meantime, it is hoped you will see your way
clear to have the university contact United Press
International and submit a retraction of the earlier
press release.

Yours truly,
Ben Haller, Jr., Editor
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CALL ON THE “PERFORMANCE TEAM”

where common transactions are handled uncommonly well.

Nebraska News

COLUMBUS: Columbus Bank and
Trust Company has announced the
appointment of Robert C. Labenz
as assistant vice president. He
recently received his law degree
from the University of Nebraska-
Lincoln. Mr. Labenz has past
banking experience with the Ne-
braska Department of Banking and
Finance as a state securities
examiner.

HOWELLS: Elmer Bradley, Jr.,
recently was elected president of
the Howells Bank. J. F. Van
Ackeren was elected vice president.

HUBBELL: The Board of Gover-
nors of the Federal Reserve System
has announced its approval of the
application of Rose Creek, Inc.,
here, to form a bank holding
company by acquiring Hubbell
Bank.

LEIGH: Thomas J. Bradley has
been named president of the Bank
of Leigh. Charles Mullenhoff was
named vice president and cashier.

MADISON: George Moehnert,
president of the Farmers National
Bank in Madison, has announced
that controlling shares of the bank
have been sold to Mr. and Mrs.
Mickey Mundorff of Grand Island.
The bank had been owned and
operated by the late Mark O’Shea
for many years. George Moehnert
will continue as president. Mr.
Mundorff, a registered pharmacist,
recently sold his interest in the
Cambridge State Bank but is still a
director of the First State Bank at
Shelton.

FIRSTNATIONAL LINCOLN

13th & M Street « Lincoln, Nebraska 68501 « Member, F.D.I.C.

Minnesota News

BLOOMINGTON: Dale H. Mon-
son has been named vice president
and manager of the commercial
loan department of Northwestern
National Bank Southwest.

ELY: Boundary Waters State
Bank’s application for Federal
deposit insurance has been ap-

proved. The bank’s capital
counts total $650,000.

ac-

KLOSSNER: Patrick J. Brennan
has joined the Klossner State Bank
as a management trainee, accord-
ing to John F. Campe, executive
vice president. Mr. Brennan is a
1977 graduate of Mankato State
University with a major in business
administration.

MINNEAPOLIS: Central North-
western National Bank has an-
nounced the following promotions:
David Bjerknes to commercial loan
officer, Marilyn Paulson to assis-
tant cashier and customer service
officer, and Cathy Roo to customer
service officer.

OSAKIS: Richard L. Krogh has
been named agricultural loan officer
of First National Bank. He
formerly was Douglas County
supervisor for the Farmers Home
Administration.

Illinois News

The following banks have re-
ceived consent to establish a
facility: State Bank of Auburn, at
Iris Drive and Rt. 104; First

Security Bank of Fox Valley,
Aurora, at the Fox Valley
Shopping Center; The Morton

COULSON
CANNON
AND LEWIS

Three of our men on your side at

Fred N. Coulson, Jr.
234-2479
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Member FDIC

Ban k ofKansascity

For
Northwestern’s World of Service

Jerry Just

NORTHWESTERN
BANK

Of Sioux City

AnAfikate ofNorthwestBancorporation

Banco

Grove Bank, at 7300 West
Dempster; New Lenox State Bank,
at 360 West Maple Street; Bank of
Illinois in Champaign, at Prospect
and Kirby Avenues; Bank of
LaGrange Park, at 31st Street and
Kemman Avenue, and Beverly
Bank, Chicago, at 11150 South
Western Avenue, Chicago.

South Dakota News

SPEARFISH: Jeanne B. Papik has
been elected an operations officer of
the Spearfish Office of the First
National Bank of the Black Hills.

North Dakota News

TIOGA: Mark Sagaser has joined
the staff of The Bank of Tioga as an
instalment loan officer. He formerly
was with the First National Bank of
Fargo.

Wyoming News
CASPER: Wyoming National Cor-

Tom C. Cannon
234-2481

Edwin B. Lewis
234-2625

Telephone (816) 234-2000 *



Gary Stevenson

Your Man
on the First Team.

JP

GARY STEVENSON
Vice President

712/277-1500

First National Bank m

Sioux City « A ‘BANKS OF IOWA’ BANK

poraton has filed an application
seeking approval of a new bank in
Casper. The bank would have a
capitalization of $1 million.

CHEYENNE: James F. Casey has
been promoted to assistant vice
president and cashier and Edwin L.
Fisher to assistant vice president,
commercial loans, of the American
National Bank.

Colorado News

FORT LUPTON: Roy G. Dinsdale
has purchased controlling interest
of the Fort Lupton State Bank from
United Bank of Denver. Mr.
Dinsdale, a lifetime resident of
Palmer, Nebr., controls 12 other
banks in Nebraska, Kansas and
Wyoming. He also deals in cattle
and grain and is a director of the
Omaha Branch of the Federal
Reserve Bank. Donald W. Robot-
ham, senior vice president of the
United Bank of Denver, resigned
from the board and was replaced by
Mr. Dinsdale.

NORTHGLENN: Sharon Laurent
has been elected assistant opera-
tions officer of The First National
Bank.

SOUTHGLENN: Sally Capps re-
cently was promoted from assistant
operations officer to customer
relations officer of The First
National Bank.

Call on uslwvm

Toll free 800-362-1615 T ¢ F

Correspondent Bank Department

uC

DES MOINES, IOWA

AFFILIATED WITH CENTRAL NATIONAL BANCSHARES, INC.

Central National Bank & Trust Company

SARATOGA: The Federal Reserve
has announced its approval of the
applications of Platte Valley
Bancorporation here to become a
bank holding company by acquir-
ing Saratoga State Bank and to
engage in credit-related insurance
agency activities.

POSITION AVAILABLE

Agricultural Loan Officer for temporary employment
up to six months. Salary range $9,303 - $20,442
based on experience. Write: Small Business
Administration Disaster Branch Office, Room 839,
Federal Building, 210 Walnut, Des Moines, IA 50309
or call 515/284-4024.

O | would like to sell my
majority bank stock.
G | would like to buy ma-
jority bank stock.
Please Contact: J. Mason Henry,
President
Charles E. Walters Co., Inc.

P.O. Box 1313, Omaha. Nebraska 68101
Phone: (402)553-6400

SALE OR LEASE

12’ x 50’ wood modular commercial bank bldg,
equipped with drive up window, inside tellers,
depository, currency chest and desks. Also customer
designed buildings available. SON CORPORATION,
BOX 684, Wichita, KS 67201-316/942-8167.
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EDDIEA. WILLIAM B. RICHARD RAYMOND
WOLF GREAVES BRO SCHNEIDER

Estate Appraisals
Purchase of Collections

Sale of Rare Coins

Reliable and respected service
for over 20 years

Used by bankers
throughout the midwest

Ben E. Marlenee Coins

913 Locust
Des Moines, lowa 50309
515-243-8064

LOAN OFFICER POSITION

Central lowa bank, with $60,000,000 in deposits, has
an opening for a Commercial loan officer. Excellent
opportunity with much future potential. Please send
resume to Box AAE, c/o NORTHWESTERN
BANKER, 306 15th Street, Des Moines, IA 50309.

Agri. loan officer or related field. Farm background,
B.S. in agri, 9 years experience in small rural bank.
Write Box AAF, c/o NORTHWESTERN BANKER, 306
15th Street, Des Moines, IA 50309.

POSITION AVAILABLE

Leasing representative to manage a local office of
farm equipment leasing company, good commis-
sions, fringe benefits and profit sharing. Send
resume to Bob Ferro, Leasing USA, Inc., 11059 E.
Bethany Drive, Suite 201, Denver, Colo. 80232. (303)
751-3490.

ATTENTION: BANKERS, TRUST DEPARTMENTS,
AND ATTORNEYS: NEED TO LIQUIDATE ESTATES
OR LOAN DEFAULTS? We purchase sterling silver,
gold jewelry, coin collections and bullion for cash.
Call or write Mr. Neff, W.F.N. Enterprises—NB, 2260
Northlake Parkway, Suite 307, Tucker, GA 30084, ph.
(404) 938-0744.

POSITIONS AVAILABLE
C.E.0.—$10MM rural midwest bank. Must be
strong in Ag lending and excellent in
public relations.......ccccvviiiiis i $25,000
SECOND OFFICER—Small rural lowa bank.
Should have farm background and good
lending ability......cccooeieieeireeeereeeeene $20,000
C.E.O.—Metro-area bank of $70MM. Must be
thoroughly familiar with all lending
functions, including overlines. Lots of
growth potential.........c..ccocooiiiiiiiie $35,000
SENIOR AUDITOR—Large midwest holding
company seeks individual to supervise
junior officers and assume overall audit
function. Prefer CPA with bank ex-
PEFENCE. ...t $22,000
COMM’L LOAN— Progressive Suburban bank
of $100MM seeks strong commercial loan
loan officerto be#2 indept....cccoovinnnd $20,000

TOM HAGAN & ASSOCIATES

Box 12346, 208 E. 18th Ave.
NKC, MO 64116 (816) 474-6874

"IT TAKESA BANKER TOKNOW ONE”

Voi. 6 No. 23 Northwestern Banker Newsletter is published weekly by the Northwestern Banker Company, 306 Fifteenth Street,
Des Moines, lowa 50309. Subscriptions 25 cents per copy, $8 per year. Second class postage paid at Des Moines, lowa. Address all

Digail QibSefiptions, changes of address (Form 3579) manuscripts, mail items to above address.

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





