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SUMMARY

The period since the establishment of the Federal Deposit Insurance
Corporation in 1933 has been one of rising prices, continuous business
expansion and growth in total bank assets. The tempo of expansion
was greatly accelerated by our participation in the war and the
transition from an all-out war effort to peacetime economy will give
rise to banking problems decidedly different from any which the
Federal Deposit Insurance Corporation has heretofore encountered.

Federal insurance of bank deposits has been highly successful and
the Corporation recommends certain extensions of the basic principles
of deposit insurance so that the banking system and the Corporation
can make the maximum contribution to the business community in
the difficult period ahead. An increase of deposit coverage is recom-
mended combined with more flexibility in the handling of the affairs
of banks in financial difficulties. The seriousness of the declining
capital ratios of insured commercial banks is pointed out in this
report and banks are urged to increase capital by a sale of common
stock to the public. It is further suggested that it would be prudent
for banks to take advantage of present high earnings to build reserves
against the uncertainty of the future. Another recommendation is that
restraints be placed upon the development of monopolies in banking.

The Corporation believes that bank supervision should not interfere
with the proper function of bank management. Among the necessary
conditions for banks to meet the credit needs of business and to play
their proper role in maintaining a high level of production and em-
ployment after the war are: competition in the banking business,
adequate capital, and a will on the part of the banker to engage
actively in business.
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PART ONE

OPERATIONS AND POLICIES OF THE CORPORATION
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INTRODUCTION

The 11-year period since the establishment of the Federal Deposit
Insurance Corporation has been one of business expansion, rising
prices, and growth in the total volume of deposits held by the banking
system. During the first part of this period the increase in bank de-
posits reflected the recovery from the depths of the great depression
of the early 1930’°s; during the past four years the increase has reflected
the rapid growth in governmental expenditures for war activities. The
Federal Deposit Insurance Corporation has contributed to and bene-
fited from this large increase in business activity.

Banking developments during the past decade have followed a
pattern essentially similar to that of former periods of rising prices
and expansion in the volume of business. With progressively higher
valuations placed upon assets, banks appear in a more favorable light
and few become involved in financial difficulties. Since January 1,
1934, the Corporation has been called upon to make disbursements
totaling $260 million to protect depositors in 397 banks, most of which
were in a weak asset position when they were admitted to deposit
insurance.! Inasmuch as there is a tendency for losses to concentrate
in periods of declining business activity, the Corporation’s experience
during a period of almost constant business expansion cannot be
assumed to represent the degree of aid which it may be required
to render to banks in financial difficulties in the future.

The Federal Deposit Insurance Corporation receives income from
two principal sources: assessments paid by insured banks at the
annual rate of one-twelfth of 1 percent of average deposits, and the
income from its holdings of Government bonds. Even though the loss
experience has been low and substantial additions have been made
to the surplus of the Corporation, deposits of insured banks have
grown so large that the resources of the Corporation are now smaller
in relation to those deposits than ever before. At the same time the
degree of protection afforded deposits by the eapital of the banks
has declined markedly, since capital accounts have increased only
moderately, while deposits have doubled in the past four years.

1 Under subsection (y) of the original deposit insurance law (Section 8 of the Banking Act of 1933)
the Corporation was required to admit to insurance under the temporary Federal deposit insurance plan
every member bank of the Federal Reserve System, and every nonmember bank which was found to
be ‘““in solvent condition’, regardless of the quality of its assets or the amount of its capital. When the
permanent insurance plan was inaugurated under the Banking Act of 1935, these banks automatically

became entitled to permanent insurance. See subsections (e) (1) and (f) (1) of the Federal deposit in-
surance law, as amended, Title 12, U. 8. C., 1940 ed., sec. 264.

7
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8 FEDERAL DEPOSIT INSURANCE CORPORATION
SUGGESTIONS FOR LEGISLATION

The experience of the eleven years of operation of the Corporation
suggests that application of the principles which are embodied in the
Federal deposit insurance law should be extended in certain respects.

Insurance coverage and aid to distressed banks. The Congress,
in 1935, gave the Corporation power to aid banks in financial diffi-
culties through advances to facilitate mergers (including consolidations,
and sales with assumption of liabilities). Originally adopted as a
temporary measure, this provision operated so satisfactorily that
Congress made it permanent and this method has since been used
extensively to handle weak or insolvent banks. The use of advances
made to assist in mergers assures continuity of banking services,
thus greatly reducing the shock to the community and also decreasing
the loss to the Corporation. In addition, a merger protects all deposits
regardless of size, giving, in effect, 100 percent deposit insurance.
In some instances, however, a merger is not feasible and in such
cases owners of large bank accounts are not fully protected and one
of the chief advantages of deposit insurance, namely, unquestioned
confidence in the safety of bank deposits, is not fully attained.

The growth in bank balances over the past few years has made
inereasingly inadequate a protection of only $5,000. In 1934, when the
Congress set the $5,000 limit on deposit insurance, total deposits of
insured commercial banks were about $36 billion whereas deposits of
this group of banks at the end of 1944 totaled $126 billion. While
this three-fold increase in total deposits has been accompanied by an
increase in the number of depositors, there has been a substantial
rise in the average size of deposit aceounts and today a larger propor-
tion of the depositors have balances in excess of $5,000 than in 1934.
With the present limited coverage, the failure of a bank is a serious
matter for the community. A large part of the deposits used in making
payments in production and trade are in business accounts with
balances far in excess of the present insurance coverage. Freezing of
these balances may make it difficult for business concerns to meet
their payrolls and other commitments. The Corporation recommends
that Congress give consideration to the desirability of raising the
maximum amount of insurance coverage for any one depositor.

The cost to the Corporation of additional coverage is not likely
to be large. It is believed that the indirect benefits of increased
coverage resulting from the increased confidence in the safety of bank
deposits, combined with broadened powers of the Corporation to
assist banks in financial difficulties, would more than compensate
for the relatively small increase in expenditure which might be
experienced because of higher insurance coverage.
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SUGGESTIONS FOR LEGISLATION 9

The experience of the Corporation has shown that insured banks
in financial difficulties should not always be paid off and liquidated,
and thus eliminated from their communities. Even though a bank is
in financial difficulties, there may be need for banking facilities in
the community and opportunity for profitable operation may still
exist. In such cases it is desirable that the Federal Deposit Insurance
Corporation and the stockholders of the banks take their losses while
provision is made for a continuity of banking services. The present
law contains two provisions which serve to permit continuity of
banking services. The law provides that the Corporation may make
loans to or purchase assets from insured banks in financial difficulties
where such action will facilitate a merger. It also provides that the
Corporation, upon the closing of an insured bank in financial diffi-
culties, may organize a new national bank to operate under the
management of the Corporation, without capital, for a temporary
period, providing continuing banking service of a limited nature to
the community where the closed bank operated.

A merger with an existing bank involves either a net reduction in
banking facilities or an extension of branch banking. In rural com-
munities there is usually no other bank with which the one in diffi-
culties can be merged and in urban communities a merger often results
in a partial monopoly and in some instances a complete monopoly.
In such cases the Corporation can best discharge its obligations to
protect depositors and to absorb the impact of banking disturbances
in the community by keeping all existing banking facilities open. It
should be possible for the sound business of a weak bank to be trans-
ferred in an orderly manner to a newly organized Deposit Insurance
National Bank as well as to an existing institution. Another difficulty
of the present law is that arrangements for effecting a merger fre-
quently involve recapitalization and other changes in the internal
affairs of the absorbing bank. The steps are usually time consuming
and delay action to protect the depositors of the affected bank. During
these delays the condition of the insolvent bank may become worse
since it continues to operate in its insolvent condition while the terms
of the merger are being arranged.

When a bank becomes involved in financial difficulties because a
limited number of large lines of credit have gone bad, the most
economical method of rehabilitation may be to remove the bad assets,
although in some instances a thorough reorganization may be required
and it may be more feasible to organize a new bank. It is therefore
suggested that the Corporation be given the power to purchase
preferred stock and to make direct advances to a bank in financial
difficulties without requiring a merger. Such advances could be
protected by imposing appropriate conditions as to change in manage-
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10 FEDERAL DEPOSIT INSURANCE CORPORATION

ment, It is further suggested that subsection (e) of the Federal deposit
insurance law which provides for the organization of new national
banks be amended so that such a bank will be able to provide the
community with a complete banking service during a temporary
period not in excess of two years, and will be empowered to transfer
its business to a suitably capitalized, privately owned and managed
State or national bank sometime during the 2-year period. If no
acceptable privately capitalized bank takes over the business of the
Deposit Insurance National Bank, it would be liquidated at the end
of the 2-year period.

With increased coverage and broadened powers of reorganiza-
tion, the task of rehabilitation could be adjusted to the needs of the
particular situation. There would thus be no necessity for a hastily
conceived merger or the establishment of a new bank in order that
the banking service in the community may be maintained without
interruption. Mergers effected or chain banks or branch offices
established under the urgency of preventing an impending bank
failure, tend to promote monopolies and it is difficult at a later date
to organize a locally owned ahd managed bank. An advance to
facilitate a merger, however, could still be made when it seemed best.

Restriction of banking monopoly. The business of lending money
is well suited to private initiative and is best performed under com-
petitive conditions. Monopoly in banking is a threat to American
traditions, both because it limits the opportunities to engage in the
business of banking, and because it provides an opportunity for
favoritism in the extension of credit which may foster monopolies in
other industries. The growing tendencies toward monopoly in the
banking business are serious, and prompt action should be taken to
curb them. Monopolistic practices in the banking system have con-
tributed to the growing demand for credit agencies operated by the
Federal Government. The Corporation believes that the maintenance
of genuine competition among banks is a much better solution to this
problem than the further extension of governmental lending activities.

A partial monopoly which develops when one bank obtains a
disproportionate percentage of the total banking resources of an area
may have a serious effect on the economic life of the district. Another
monopolistic tendency which has aroused customer discontent is the
agreement among banks, in some areas, to fix charges and limit serv-
ices. Bankers can do much to improve this situation by making active
efforts to fit their services to the needs of the public rather than by
relying upon restrictive agreements for profits.

Partial monopolies over large areas may develop both by means of
branch banking and through the holding company device. The
Corporation recommends that such branch banking as is permitted
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SUGGESTIONS FOR LEGISLATION 11

by the laws of the respective States be strictly regulated so that no
bank will control a disproportionate percentage of the total banking
resources or offices of an area. Holding companies not only tend to
become monopolistic, but increase the problem of supervision. The
ease with which assets may be transferred from one affiliated corporate
unit to another and the possibility of the manipulation of the accounts
of these enterprises make adequate examination of affiliated banks
and the appraisal of their condition and capital position extremely
difficult. The Corporation recommends that Congress enact legislation
which will prohibit the future creation of holding companies and which
will require the liquidation of existing holding companies after al-
lowing a reasonable time for orderly distribution to their own stock-
holders of the bank stock which they now hold. The Corporation
believes that such legislation is distinctly preferable to the enactment
of further regulatory laws in the bank holding company field.

DEPOSIT INSURANCE AND LoAN Risk

Bank capital. The ratio of capital to total assets is lower for banks
than for any important class of business enterprise. For more than
40 years the ratio of capital to total assets has been declining, a trend
which has been accelerated during the two world war periods. Total
assets have increased markedly while capital has grown at a much
less rapid rate, with the result that the ratio of proprietorship to
assets for all insured commercial banks is now less than 6 percent and
the downward trend is still continuing. This downward trend in the
margin of protection is unfortunate and should be reversed. A low
capital ratio tends to foree a bank into pursuing an ultraconservative
lending policy because of its inability to withstand misfortune as
readily as one which is adequately capitalized, and results in failure
to meet all of the credit needs of the community. When the credit needs
of any sizeable number of communities are not satisfactorily served
by private enterprises, it is to be expected that the public will demand,
and receive, such services from governmental agencies.

The most satisfactory solution to the problem of a small amount of
proprietorship is the sale of additional capital stock to investors. The
retention of earnings is helpful in this regard but decidedly inadequate
with the sharp rise in assets which has occurred over the past three
years. The banking business is profitable and since the double assess-
ment feature on bank stock has been virtually eliminated there is no
reason why sueh stock should not be attractive to investors. The
experience of banks which have offered stock for sale over the past
two years has been reassuring and it is to be hoped that banks with
low capital ratios will avail themselves of the present favorable time
to provide a more adequate capital structure.

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



12 FEDERAL DEPOSIT INSURANCE CORPORATION

If banks wish to continue as lending institutions they must arrange
their affairs so that they can assume the risks involved in lending
operations without jeopardizing their deposits or subjecting their
stockholders to undue risk. To do this, banks should not only have
adequate capital but should also follow a policy of making periodic
additions to reserves for losses. These reserves should be accumulated
in amounts which reasonable expectation and loss experience indicate
will be adequate to cover operating losses, while the capital of the
bank should be strong enough to provide a protection against extra-
ordinary and unforeseen hazards. The attitude of the Corporation
regarding the accumulation of adequate reserves for losses has been
previously stated as follows:

“It is desirable. .. that ... each bank should make provision
on a systematic basis for losses, which can be expected to develop
in periods of readjustment, on assets acquired during the prosperous
periods. Where banks do not already follow such a practice, reserves
for losses should be set aside annually in the form of valuation
allowances, or unallocated charge-offs, or in some other manner,
against those groups of assets from which losses ordinarily arise.
Such reserves should, of course, not be regarded as a part of the
capital accounts,

“Within certain limits, the amount of reserves or loss allowances
set aside annually at a rate in keeping with the experience of the
bank over a reasonable period of years, or with the experience of
a comparable group of banks, and with due regard for substandard
assets, may be deducted from income in determining net income
for Federal income tax purposes by banks employing the reserve
method of charging off bad debts. Such deductions may be claimed
even though losses have not actually been ascertained during the
taxable year. The requirements of the supervisory authorities,
subject to certain limitations, also constitute sufficient ground for
the taking of losses for income tax purposes.’’

Deposit insurance versus asset insurance. Deposit insurance
should be sharply distinguished from the insurance or guarantee of
bank assets. Insurance of bank deposits by a Federal government
agency represents an exercise of the accepted governmental function
of controlling and protecting the circulating medium of the nation.
The insurance or guarantee of individual bank assets, however, is
the assumption by the Federal Government of the function of credit
extention and risk taking.

Under deposit insurance a bank management conducts its business
in traditional fashion, extending credit and assuming full risk. It is
responsible to its stockholders, and subject only to general govern-

1 Annual Report for 1942, pp. 6-7.
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DEPOSIT INSURANCE AND LOAN RISK 13

mental supervision. Under a system of asset insurance banks would
collect some interest as a fee for the use of their facilities but the
standards for credit extension, and, therefore, the determination as
to whom money can be lent, would be largely made by governmental
agencies. The exercise of discretion in the extension of credit and,
eventually, the sense of duty for serving the credit needs of the com-
munities, now the responsibilities of private management, would be
dulled by reason of the inevitable shifting of these responsibilities to
the insuring agency.

This Corporation has always doubted the wisdom of extending
asset insurance and has made this position public on several occasions.
The Annual Report for 1942, for example, contained the following
statement:

“A method of transfer of risk frequently proposed is to insure
various types of assets of the banks against loss. While certain
classes of loans, particularly real-estate mortgages, readily lend
themselves to this method of financing, the creation of a series of
governmental corporations which would insure most bank loans
has serious long run implications to the free enterprise system. Since
each corporation of this kind would of necessity be forced to super-
vise the extension of credit to avoid undue losses and since achieve-
ment of uniformity in regulations would be difficult, such a method
of finance, if generally used, would impose additional restraints
and interferences with the normal processes of business.

“Insurance of bank assets seeks to avoid, by payment of a fee,
the risk of extending credit. The insuring Federal agencies would
be assuming the primary risk of loss in the extension of credit while
the profits would be received by banks which would not bear the
risks that are the justification for profit-taking. Under such a
general system of insurance of bank assets some of the most powerful
incentives for sound banking practices would be lacking. One of
the sound features of deposit insurance lies in the fact that the
stockholders of a bank still bear the first risk of loss since they lose
their entire stake in the business before the Federal Deposit In-
surance Corporation bears any loss. Self-interest, therefore, still
provides the primary incentive for the sound management and
operation of the bank and for prudence in the extension of credit.”’:

The extension of asset insurance with its disastrous effect on the
initiative of the bankers of this country can be prevented only if the
bankers show themselves both willing and able to satisfy the credit
needs which will arise in the post-war period. Important conditions
necessary for the banks to meet the credit needs of business are com-
petition in the banking business, adequate equity, an understanding

1 Annual Report for 1942, pp. 7-8.

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



14 FEDERAL DEPOSIT INSURANCE CORPORATION

that supervision will not interfere with the banks’ performance of
proper functions, and a will to engage actively in business.

At the present time a general expansion of bank loans would be
inflationary and undesirable. The immediate problem of the banks,
therefore, is to assure the public that its post-war credit needs will be
met by the banks without Government aid. When the need for credit
arises, the bankers must show initiative and willingness to meet the
needs of the publie. This involves both an aggressive lending policy
and a willingness to make sound loans of types suited to the needs of
business. The Corporation believes that the bankers of the nation
can meet this challenge and that they will play their proper role in
maintaining a high level of production and employment after the war.

Deposit insurance risk and the depression problem. The
great economic problem of preventing deep or protracted business
depressions and of maintaining a reasonably high level of business
activity and employment is of the utmost importance to the success
of deposit insurance. Numerous bank failures and large losses to bank
depositors have, in the past, occurred only in periods of deep depres-
sions. If the nation is able to follow policies which prevent depressions
and severe unemployment, deposit insurance will never be subject to
inordinate stresses. On the other hand, if public policy is not such as
to prevent serious deflation and large scale unemployment, the in-
surance fund may experience strains and losses which will be ex-
ceedingly burdensome. Bank failures contributed substantially to the
depression of the 1930’s. Deposit insurance itself constitutes a sub-
stantial contribution to the prevention of deflation but is only one
part of public policy necessary to attain this end.

We hope that the Congress will give favorable consideration to
legislation looking toward a unified, consistent treatment by the
Government of the problems of unemployment and inflation. If
Government policies can conform to principles which will avoid
widespread unemployment on the one hand and inordinate price
rises on the other, deposit insurance will be able to perform its function
suceessfully.

DEPOSIT INSURANCE PROTECTION

Continuation of wartime prosperity during 1944 kept direct ex-
penditures by the Federal Deposit Insurance Corporation for the
protection of depositors to a low level. During the year only two banks
required an insurance disbursement: one was placed in receivership
and the other was merged with another institution. The 5,489 de-
positors in the two banks held accounts totaling $1.9 million, and
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DEPOSIT INSURANCE PROTECTION 15

only 15 had accounts not fully protected by insurance or in some
other manner. Both banks were closed in May, and available statistics
indicate that the last seven months of 1944 make up the longest period
since 1870 in which there has been no bank failure in the United States.

During the eleven years of deposit insurance 397 insured banks
have been placed in receivership or merged with the financial aid of
the Corporation. Total disbursements of $260 million have been made
to protect the $499 million of deposits in these banks. It is now
estimated that of the 1,297,000 depositors only 5,000 will have any
loss on their accounts, and that their losses will be about $2.6 million,
approximately one-half of 1 percent of the total deposits. It is now
estimated that the Corporation’s loss will be less than $39 million.
This favorable loss experience is due chiefly to the improvement in
economic conditions since 1934. Losses have also been reduced by
the development of the merger device in handling the affairs of weak
or insolvent banks and by the general experience gained by the Cor-
poration in liquidating assets acquired through receiverships or
mergers.

Data on deposits, disbursements, recoveries, and losses in insured
banks placed in receivership or merged with the financial aid of the
Corporation are given in Tables 1 and 4 and in Tables 114 and 117,
pages 148 and 152.

Table 1. NUMBER OF DEPOSITORS, AMOUNT OF DEPOSITS, RECOVERIES, AND
LossEs IN INSURED BANKS PLACED IN RECEIVERSHIP OR MERGED WITH
THE FINANCIAL AID OF THE CORPORATION, 1934-1944

Banks placed | Banks merged
Item Total in with financial
receivership aid of FDIC
Number of banks. ......c.ocvieiiiiiieneneneennens 397 245 152
Number of depositors..................ovovnn. 1,297,217 380,510 916,707
Depositors paid in full. . ............ooi i 1,250,068 333,361 916,707
Depositors partially paidl. . .................... 4,788 4,788 |t
Depositors filingnoclaims...................... 42,361 42,861 [.... ...l
Amountof deposits...............coeviiinan, $499,233,000 | $109,590,000 | $389,643,000
Estimated recovery by depositors............... 496,188,000 106,545,000 389,643,000
Estimated loss by depositorst.................... 2,614,000 2,614,000 {..............
Unclaimed deposits............cocvviiiennnnn. 431,000 481,000 |..............
Disbursement by FDIC..........c.coviviivinnne. $259,696,000 | $ 86,979,000 | $172,717,000
Estimatedloss to FDIC............ccvviieninnnnnn $ 38,810,000 | $ 18,611,000 $ 20,199,000

11,635 depositors will lose an estimated $2,532,000 in accounts which exceeded the limit of $5,000
insurance and were not otherwise protected; and 3,153 depositors will lose about $82,000 in accounts
which had been restricted or deferred prior to 1934 or were otherwise ineligible for insurance protection.

Methods of providing insurance protection: direct payment
of depositors. At present two procedures are followed by the Cor-
poration in carrying out its deposit insurance obligations: it may pay
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16 FEDERAL DEPOSIT INSURANCE CORPORATION

insured deposits in a bank which is closed, or it may assist financially
in merging a weak or insolvent bank with another institution. The
Corporation does not have a free choice as to which method to use,
nor does it have the power to force a bank either to suspend operations
or to merge. As the insurer of bank deposits the Federal Deposit
Insurance Corporation can only terminate the insurance of a bank
found to be. financially unsound or of a bank whose management
persists in following illegal or unsound practices. The power to close
a bank and place it in receivership is reserved for the bank’s board
of directors and for the State or Federal authority which chartered it.
The decision to merge a bank is made by the bank’s stockholders.

When an insured bank is closed and eannot meet the demands of
its depositors, the Corporation immediately prepares to pay the
insured deposits. Promptness in the payment of claims is considered
essential to avoid adverse economic reactions in the area, to reduce
inconvenience to the depositors, and to maintain confidence in the
banking system. Payments are made in the regular business office of
the closed bank, and for the depositor the process is much like closing
an account. At the time payments are made, the depositors subrogate
the Corporation to their rights to dividends or recoveries on the
portion of their accounts paid from the insurance fund. The liability
which the Corporation assumes includes all unrestricted deposits up
to a maximum of $5,000 for each depositor after claims which the
bank has against the depositor are deducted.

Table 2. PAYMENT BY THE CORPORATION AND RECEIVERS OF DEPOSITS IN
INSURED BaANKS PLACED IN RECEIVERSHIP, 1934-1944

(Amounts in thousands of dollars)

Paid by Unpaid on

Status of deposits Total Dec. 81, Dec. 31,
1944 1944

Deposits—total...........ccviiiiiiiiieeiiiaaanaan $109,590 $105,362 $4,228
TnSUred. oot ve st e e e 87,138 86,979 159
Secured, preferred, and subject to offset................ 11,304 11,277 27
In excess of $5,000, not otherwise protected............ 9,784 6,380 3,404
Other uninsured................ r e, 933 707 226
Unelaimed!. . ..ot 431 19 412
Deposits, terminated receiverships—total........... $45,161 $44,396 $765
Insured. . .. .ot ittt ettt 35,815 35,815 |.....viinnn
Secured, preferred, and subject to offset... . 5,311 5,811 |............
In excess of $5,000, not otherwise protected 3,721 3,101 620
Otheruninsured........................ 191 150 41
Unclaimed! 123 19 104
Deposits, active recelverships—total................ $64,429 $60,966 $3,463
Insured. . .....ouiivinin ittt i i e e 51,323 51,164 159
Secured, preferred, and subject to offset.............. 5,993 5,966 27
In excess of $5,000, not otherwise protected.......... 6,063 3,279 2,784
Otheruninsured............. ...ttt iennn... 742 557 185
Unelaimed.......oooiiiir i iy 308 |ooiiinnnnnnn 308

1 Unclaimed deposits indicated as paid have been placed in trust by receivers in some States to meet
claims presented after termination of receiverships.
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The payments on uninsured deposits, as shown in Table 2, indicate
that substantial recoveries have been made on all deposits in banks
placed in receivership. At the end of 1944, 96 percent of the $110
million of deposits in these banks had been paid to the depositors
either by the Corporation or by the receivers. The largest part of the
deposits remaining unpaid at the end of the year was the uninsured
portion of accounts exceeding $5,000 and most of this, $2.8 million
of the $3.4 million, was in banks whose receiverships had not been
terminated. Further payments on these deposits will be made as the
liquidation of the assets continues.

Actual losses to depositors in banks whose receiverships had been
terminated by the end of the year, the deposits unpaid on December
31, amounted to only $0.8 million. About one-seventh of this was in
deposits which were unclaimed notwithstanding extensive efforts by
the Corporation to reach all depositors after the banks closed. Un-
claimed deposits shown as paid in Table 2 are deposits for which
reserves were established by receivers, although the depositors had
not appeared to claim them. In some States, laws governing receiver-
ships require that dividends on deposits still unclaimed when a
receivership is terminated be held in trust by a State authority. The
Corporation makes no payment on unclaimed deposits.

Methods of providing insurance protection: advances to
banks. The claims of depositors in insured banks are met directly
only when a bank is placed in receivership, but a second satisfactory
method of protecting the depositors in an unsound bank has been
provided by Congress. In 1935 the Corporation was given the power
to make loans to or purchase assets from insured banks to ‘“facilitate
a merger or consolidation of an insured bank with another insured
bank” when ‘‘such action will reduce the risk or avert a threatened
loss to the Corporation.’”t

In such a consolidation acceptable assets of the merging bank are
transferred to the absorbing bank, and the Corporation makes
available enough cash so that the value of the assets and cash equals
the amount of the liabilities which the absorbing bank assumes. To
extend its financial aid, the Corporation may make a loan secured by
assets of one or both of the banks, or it may purchase assets from
them. The purchase of assets has been used exclusively in the mergers
of the past four years. Assets may be bought outright or, as is the
current practice, they may be bought under an agreement that any
excess recovery from their liquidation will be returned to the stock-
holders of the bank from which they were purchased. Before any
distribution is made to the stockholders the Corporation recovers the

1 For a full statement of this power see the Federal deposit insurance law, as amended, Title 12,
U.S.C., 1940 ed., sec. 264 (n)(4).
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18 FEDERAL DEPOSIT INSURANCE CORPORATION

price paid for the assets, the liquidation costs, and a fair return, now
equivalent to 4 percent interest, on its funds for the time they are
outstanding.

In many ways the procedure of making advances to banks provides
a more flexible method of liquidating the affairs of an insolvent bank
than does placing it in receivership. Depositors are fully protected;
there is no break in the banking service either for the depositors or
the community; and the community does not suffer the economic
dislocations which inevitably follow a bank suspension. In addition,
the Corporation is not restricted in liquidating assets it has acquired,
as is the receiver of a closed bank. Such assets may be held until their
sale will not upset the economic stability of the community, and until
they may be liquidated advantageously from the standpoint of the
deposit insurance fund.

On the other hand advances to banks are not always feasible.
Occasionally the affairs of a bank may be in such condition that the
only solution is to place it in receivership and remove it completely
from the banking system. The procedure of making advances is
limited by law to those instances where the advance will “facilitate
a merger’ and “avert a threatened loss” to the insurance fund.
Furthermore, action to merge an unsound bank can be taken only
with the consent and cooperation of the bank’s stockholders and of
an institution willing to absorb it.

Often the requirement that advances be made only when two
insured banks merge works against the maintenance of an adequate
competitive banking system. In a rural area there may be no bank to
absorb the unsound one. To follow the one alternative and place it
in receivership may deprive the area of all banking facilities. In an
urban community closing a bank, either by merger or suspension,
may tend to create a banking monopoly and thus to deprive the
community of the benefits of competitive banking service.

Statistical data on the two methods. Since 1934, 245 insured
banks have been placed in receivership, and 152 have been merged
with the Corporation’s financial aid. Disbursements totaled $87
million to pay depositors in the banks placed in receivership and
$173 million to assist those which were merged. Deposits in the two
groups of banks were $110 million and $389 million respectively; and
the number of depositors, 380,000 and 917,000 respectively. Estimates
of the ultimate losses to the Corporation on its disbursements were,
at the end of 1944, $19 million in the receiverships and $20 million
in the mergers. Data by years concerning the two methods of protecting
depositors are given in Table 3. Assets and liabilities of insured banks
placed in receivership or merged are given in Table 115, page 150.
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Table 3. DISBURSEMENTS BY THE CORPORATION TO PROTECT DEPOSITORS IN
INSURED BANKS PLACED IN RECEIVERSHIP OR MERGED WITH THE
FINANCIAL AID OF THE CORPORATION, 1934-1944

Amount of disbursements
Number of banks (in thousands of dollars)
Year Placed in Insured | Loans made
Total receiver- | Merged Total deposits paid | and assets
ship in receiver- | purchased
ships in mergers
397 245 152 $259,696 $86,979 $172,717
2 1 1 1,498 399 1,099
5 4 1 7,137 5,465 1,672
20 6 14 10,824 1,612 9,212
15 8 7 23,878 12,276 11,602
43 19 24 74,232 4,895 69,337
60 32 28 67,792 26,184 41,608
T4 50 24 30,474 9,082 21,392
5 50 25 19,202 12,045 7,157
69 42 27 14,828 8,055 6,773
25 24 1 8,890 6,025 2,865
9 L [ 941 941 [..viviiinn.,

Recoveries on insurance disbursements. At the end of 1944
more than $195 million, 75 percent, of the Corporation’s disbursement
of $260 million to protect depositors had been returned to the insurance
fund. The amount of the Corporation’s recoveries and its losses are
given in Table 4 and in Table 117, page 152.

Table 4. DISBURSEMENTS TO PROTECT DEPOSITORS, RECOVERIES, AND
Losses BY THE CORPORATION FROM INSURED BANKS PLACED IN
RECEIVERSHIP OR MERGED WITH ITS FINANCIAL AID, 1934-1944

(Amounts in thousands of dollars)

Book entry Dec. 31, 1944 Total | Liquidation | Liquidation

terminated active
Disbursements. ...........ooiieiirienenrernecnnnneanes $259,696 $48,217 $211,479
Receiverships. . ...ouini ittt ittt sieinannnnns 86,979 35,815 51,164
Mergers. . ot vut it etii et e 172,717 12,402 160,315
Estimated additional disbursements in receiverships!, $159 | .ioinnnnn. $159
Recoveries. .....coiviiiiiiiinieiineeneernnronenneneas $195,034 $40,446 $154,588

Receiverships 62,120 28,404 A
Mergers. ... e e e e e e 132,914 12,042 120,872
Estimated additional recoveries...................... $26,011 |............ $26,011

Receiverships. ..........coociviiiiants eereaees 6,407 1. ..vvvnnunn. E
B ) ¢ 19,604 {....ovinnn. 19,604
Losses by FDIC2. . ... ..ooiiiiiiiiniiiiiiininiennnn. $38,810 $7,771 $31,039
Receiverships .. 18,611 7,411 11,200
Mergers. ..ottt e e e 20,199 360 19,839
Numberof banks.............cooiiiiiniieiinnnn.s. 397 230 167
Receiverships. .o iiiiiiiiiiiiniciiinneenan 245 176 69
DS 0= T 152 54 98

_ ! Estimated additional disbursements in receiverships are the insured deposits which have not been
paid. See Table 2.
2 Losses in terminated cases are the established losses; those in active cases are estimated.
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Recoveries by the Corporation included $62 million, 71 percent,
of the $87 million disbursed in receiverships, and $183 million, 77
percent, of the $173 million disbursed in the mergers. Recoveries in
banks where liquidation was still in progress at the end of the year,
both receiverships and mergers, were 73 percent of the disbursement.
Recoveries in those whose liquidation had been terminated were
84 percent of the disbursement. Of the 230 banks where liquidation
had been terminated, 100 had repaid the Corporation in full, including
81 which paid interest amounting to approximately $840,000.

When a bank is placed in receivership and the amount of the de-
positors’ claims is established, or when a loan is made or assets are
purchased to aid in a merger, recoveries by the Corporation are
estimated and a reserve equal to the estimated losses is set up. The
estimates are reexamined and adjusted every six months. During the
past five years, an expanding market has made possible a high recovery
on assets acquired by the Corporation, and has resulted in a net
reduction of $19 million in the sum of the reserve for losses and the
amount of losses actually written off.

Receivership activities. The Federal Deposit Insurance Cor-
poration acts as receiver for all national banks and it may be appointed
receiver for State banks which are placed in receivership. At the end
of 1944 it was acting in this capacity for 10 national banks which
closed with deposits of $12 million and for 13 State banks which
closed with deposits of $6 million. According to its practice the Corpora-
tion obtained during the year quarterly reports from the receivers or
statutory liquidators of the remaining 46 State banks in which deposit
insurance payments had been made.

Ag liquidation proceedings come to a close, and particularly when
the costs of continuing the receivership exceed the expected recovery
on the unliquidated assets, the Corporation sometimes buys the
remaining assets from the receiver under competitive bidding ar-
rangements. This is done to terminate the receivership and to reduce
the expenses of liquidation. By the end of 1944, $1.1 million had been
disbursed to purchase assets from the receivers of 61 banks. Most of
these assets have been resold without loss to the Corporation.

LEcAL DEVELOPMENTS

Absorption of exchange.! Following the passage of H.R. 3956 by
the House of Representatives on March 2, 1944, the bill was referred
to the Committee on Banking and Currency of the Senate but no
action was taken thereon, nor on the companion bill, S. 1642, until
December 1944. Hearings were conducted by the Senate Committee,

1 For a summary of prior developments see Annual Report of the Corporation for 1943, pages 18-19.
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starting on December 7 and continuing through December 15. The
hearings were not concluded in time to submit the bill to the Senate
prior to the adjournment and expiration of the 78th Congress. How-
ever, the provisions embodied in these two bills were offered as an
amendment to the then pending Federal Crop Insurance bill (H.R.
4911). The amendment was debated on the Senate floor on December
13 and 14, and was rejected by a vote of 25 to 45. Thereupon the
Senate hearings were closed and no further action was taken on either
of the “absorption of exchange’” bills. At the request of the Senate
Committee the Corporation submitted a report on the bills in the
form of a letter to the Chairman of the Committee, with supporting
memoranda, which appear at pages 72-94 of this report. At the close
of the hearings the Chairman of the Corporation, at the suggestion
of the Committee, addressed a further letter on January 3, 1945,
which appears at page 95 of this report.

Other legal developments affecting the Corporation or in-
sured banks. Under Public Law 346, 78th Congress, known as the
Servicemen’s Readjustment Act of 1944, approved June 22, 1944,
provision is made for the guaranteeing of loans to veterans for the
purpose of purchasing or constructing homes, farms and farm equip-
ment, and business property.

The Contract Settlement Act of 1944 (Public Law 395) was ap-
proved on July 1, 1944. The Surplus Property Act of 1944 (Public
Law 457) and the War Mobilization and Reconversion Act of 1944
(Public Law 458) were approved on October 3, 1944.

Public Law 541, approved December 22, 1944, amended Section
3656 of the Internal Revenue Code (Title 26 U.S.C., 1940 ed., Sup.
IV, section 3656) so as to authorize collectors of internal revenue to
receive not only certified checks but also cashiers’ and treasurers’
checks, as well as United States postal, bank, express, and telegraph
money orders in payment for internal revenue taxes and internal
revenue stamps. The text of this Act is given on page 71 of this report.

Regulations of the Corporation. On June 15, 1944, a number of
.changes were made in the regulations relating to the payment of
assessments—former sections 302.3(a), 302.3(d), and 302.3(e) were
repealed and former sections 302.3(c) and 302.3(f) were amended and
redesignated as 302.3(a) and 302.3(b), respectively; and former
section 302.3(b) was redesignated 302.3(c). By resolution adopted on
January 27, 1944, the provisions of sections 303.1(b) and 303.2(a),
relating to advertisement of membership, and section 306.1, relating
to service of process, were amended. A new part, known as Part 309,
relating to the voluntary termination of insured status was adopted
on March 17, 1944, as an additional regulation of the Corporation.
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The texts of these regulations, as amended and adopted, are given
on pages 96-102 of this report.

State legislation. A summary of State legislation in 1944 relating
to banking is given on pages 102-106 of this report.

SUPERVISORY ACTIVITIES

Bank examinations. The policy of the Corporation from its
establishment has been to examine annually each insured State bank
which is not a member of the Federal Reserve System. National banks
are examined by representatives of the Office of the Comptroller of
the Currency, and State banks members of the Federal Reserve
System by representatives of that System. The information of the
Corporation relating to these banks is derived from a review of the
reports of examination furnished by those agencies. Only under
unusual circumstances, and with the prior consent of the Comptroller
‘of the Currency or the Board of Governors of the Federal Reserve
System, has the Corporation examined national banks or State banks
members of the Federal Reserve System.

The Corporation in 1944 was unable to conduct all the examinations
called for under its established policy. This was because of the sub-
stantial increase in the volume of bank assets, and the handicap of
a further reduction in personnel resulting from the manpower re-
quirements of the war effort. However, the number of examinations
completed, 6,378, was not far below the total for 1943, and neither
the effectiveness of the examinations conducted nor the accuracy of
the examination reports submitted is believed to have been adversely
affected by the conditions encountered during the year.

Unsafe and unsound banking practices and violations of
law or regulations. During 1944 proceedings were initiated against
one insured bank for engaging in unsafe and unsound banking practices
and were continued against six other banks. The status of these cases
at the end of the year and also a summary of all cases for the entire
period since the effective date of the Banking Act of 1935 are given
in Table 5.

The bank against which proceedings were initiated in 1944 was
charged with the following unsafe and unsound practices:

Continued operation of the bank with impairment of its capital
and with an inadequate net sound capital;

Continued operation of the bank by a management which had
failed and neglected to take proper and necessary steps to correct
the bank’s unsafe and unsound condition;
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Large and excessive amounts of assets of substandard quality
and of doubtful value upon which substantial losses are probable;

Insufficiency of earnings and inadequacy of available capital
funds to provide for current and developing losses;

Failure to obtain financial statements and other supporting
information;

Permitting borrowers to renew their obligations with no likelihood
of repayment;

Classifying potential other real estate as loans.
Table 5. ACTION TO TERMINATE INSURED STATUS OF BANKS CHARGED

WITH ENGAGING IN UnsaFE OR UNSOUND PRACTICES OR VIOLATIONS
OF LAW OR REGULATIONS, 1936-1944

Total Pending Started
Disposition or status cases beginning during
1936-19441 of year year
Total banks against which action was taken.......... 130 6 1

Cases closed during period:
Corrections made. . ......... oiiiiiiiiainiiii i 1
Insured status terminated, or date for such termination

set by Corporation, for failure to make corrections:
Banks suspended prior to or on date of termination

of insured status?. .. ... .. ... iiiiiiiieiie, Ol P
Banks continued in operation®. . ... ......... .. ...... 2 J S
Banks suspended prior to setting of date of termina-

tion of insured status by Corporation. ............. [0 S

Banks absorbed or succeeded by other bankst........... 63 2 i

Cases pending December 31, 1944:
Corrective program pending. . .....oveieereeneeeennn 5 4 1

1 No action to terminate the insured status of any bank was taken before 1936. In 4 cases where
initial action was replaced by aetion based upon additional charges, only the later action is included.

2 Includes one national bank which, in accordance with the provisions of the law, suspended im-
mediately following the action of the Corporation in terminating its insured status.

3 One of these suspended 4 months after its insured status was terminated.

4 In all except 4 of the 63 eases the Corporation made loans to facilitate the mergers or reorganizations.

16Back data—See the following Annual Reports of the Corporation: 1941, p. 188; 1942, p. 13; 1943,
p. 16.

Admission to insurance and operation of branches. During
1944 the Corporation approved applications of 106 banks for ad-
mission to insurance. Of these, 51 were new banks, including two
which succeeded discontinued branches of other insured banks, and
five which succeeded cooperative credit associations or industrial
loan companies. Of the remaining banks approved for admission to
insurance, 41 were banks in operation but not insured at the beginning
of the year, and 14 were insured banks reorganizing or withdrawing
from the Federal Reserve System. The application for admission
to insurance of one bank was disapproved.

Of the applications for admission to insurance during the year,
18 had not become effective by the end of the year. During the year
12 banks whose applications previously had been approved became
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insured. Further details regarding admissions to insurance, and also
figures regarding the number of insured banks which ceased operations
or otherwise terminated their insured status, are given in Table 101,
page 110.

During 1944 the Corporation approved the establishment of 46
branch offices by 40 banks not members of the Federal Reserve
System. These offices included twelve banking facilities at military
establishments and nine conversions of absorbed banks into branches.
In three cases the Corporation disapproved the establishment of
branches.

Of the branches approved by the Corporation six had not been
established by the close of 1944. During the year 10 branches were
opened which had previously been approved by the Corporation.
In addition 117 branches, about three-fourths of which were for the
purpose of providing banking services at military establishments, were
opened by national and State banks members of the Federal Reserve
System. Approval by the Corporation was not required for the
establishment of these branches.

Capital and other financial adjustments. Insured banks
examined by the Federal Deposit Insurance Corporation are required
by law to secure the Corporation’s approval to retire any part of their
capital obligations. Applications for approval of the retirement of
capital stock were filed by 612 such banks in 1944. Retirement of
obligations held by the Reconstruction Finance Corporation in
amounts aggregating $9,078,000, and of those held by others in
amounts aggregating $1,571,000, was approved. The Corporation
disapproved retirement of capital obligations amounting to $2,436,000.

During the year the Corporation approved the assumption by
insured banks of deposit liabilities of two noninsured institutions. In
two insured banks the Corporation approved the payment of certifi-
cates of beneficial interest representing deposits which had been
waived at the time of the Banking Holiday of 1933.

Reports from banks. Semi-annual statements of deposits were
submitted by each insured bank as required by law for the purpose
of determining the amount of the insurance assessment. The Cor-
poration called for reports of assets, liabilities, and capital accounts
as of June 80 and December 30, 1944, and for reports of earnings,
expenses, and disposition of profits for the calendar year 1944, from
each insured bank required by law to submit such reports to the
Corporation. With the exception of banks in the District of Columbia
and Territorial national banks all insured banks not members of the
Federal Reserve System are required to submit such reports to the
Corporation.
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Summaries of the tabulations from the reports of assets, liabilities,
and capital accounts are given in the pamphlets ‘“‘Assets and Lia-
bilities of Operating Insured Banks”, Report No. 21 and Report No. 22
and in Table 104 of this report, page 126. Summaries of the reports of
earnings, expenses, and disposition of profits are given in Tables
111-113, pages 140-145 of this report.

Federal credit unions. During 1944 the Federal Deposit Insurance
Corporation continued its supervision of Federal credit unions.
Examination and supervision of these cooperative associations, or-
ganized to encourage thrift among their members and to provide
them with a limited source of credit, were transferred to the Corpora-
tion from the Farm Credit Administration by Executive Order of the
President, No. 9148, of April 27, 1942,

At the end of 1944, 4,048 credit unions held charters, but 233 of
these were not active. During the year 285 charters were canceled,
and 69 were granted to new groups. While personnel shortages again
made it impossible to examine all Federal credit unions, more than
2,900 were examined during the year.

Statements of the operations of Federal credit unions are received
twice a year. A report summarizing the statements for the calendar
year is prepared and published annually.

ORGANIZATION AND FINANCIAL STATEMENTS OF THE CORPORATION

Organization and staff of the Corporation. No change in the
directorship of the Corporation occurred during 1944. Mr. Leo T.
Crowley continued as Chairman; Mr. Phillips Lee Goldsborough and
Mr. Preston Delano, Comptroller of the Currency, continued as
Directors throughout the year.

On December 31, 1944, the total personnel of the Corporation
consisted of 1,546 officers and employees, compared with 1,899 at the
beginning of the year and 2,411 at the close of 1942. The number of
officers and employees in each division of the Corporation as of
December 31, 1944, is given in Table 6.

On July 1, 1944, effect was given to an action by the Board of
Directors to divide the Division of Administration into two divisions:
Personnel Division, and Service Division.

An organization chart of the Corporation is shown on page iv of
this report.

Income and expenses. The income of the Corporation in 1944 was
$99.5 million, of which $80.9 million was from assessments upon in-
sured banks and $18.5 million from investments and other sources.
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Table 6. OFFICERS AND EMPLOYEES OF THE FEDERAL DEPOSIT
INSURANCE CORPORATION, DECEMBER 31, 1944

Officers and

administra- Clerical,

Division and office Total tive, super- | stenographic,

visory, and |and custodial
technieal employees

employees

. 1,546 668 878
Washinglon office. .. ..o it iianan .. 280 79 151
Chicago office.. ... ..ottt i 260 104 156
Fieldoffices. ... ... it 1,056 485 &71

Directors. . cvvevn it i i i i e 3 3] ieiieiaas
Executive Division........coooviiiiiiiiiiiiiiiiie, 25 16 9
Washington office. . .. .o oo et viniiininaniannaea]eeenenans 24 16 8
Chicago office.. .. .. vu o r et ie et eainr e eeaanann F B P 1
Legal Division. ..ovuiuernninineriniveninnereencnenas 30 17 13
Washington office. . .. ... ot i et 12 8 A
Chicagooffice.. .. ... ..o u it ennann s 18 9 9
Division of Examination.............cciviiiiiiinann. 488 344 144
Washingtonoffice. . .. ..o ou et i 85 19 16
Districtand field. .. .. ... ... .. e 153 325 128
Division of Liquidation.........c.ocveviiiiiiieannn.. 696 203 493
Chicago office. . . . oot it et e e et 93 48 50
Districtand field... ... ... it 603 160 443
Division of Research and Statistics. ..........c......... 36 18 18
Washinglon office. . .. .. ... .o 36 18 18
Personnel Division. .........cociiiiiiiiiiiiiiiien, 30 9 21
Washington office. . . ........ooi e 26 8 18
Chicago office. . . ...t e e e i 4 1 8
Service Division. ., ..ivuuniiininieriiannrerrnanenenss 137 10 127
Washinglon office. . .. ....co i 94 7 87
Chicagooffice.. .. ..o vt 48 3 40
Audit Division.....ovevenininivereienneennianennanan 24 19 5
CRicago office.. .. .. oo ii ittt ettt ee e 24 19 5
Fiscal and Accounting Division. . ............c..ovunn.. 17 29 48
CRicago office.. ... oot it e 77 29 48

Deposit insurance losses and expenses in 1944 amounted to $0.1
million and administrative expenses were $3.8 million. The surplus
of the Corporation was increased $101.3 million during the year,
consisting of $95.6 million net income in excess of expenses and
$5.7 million adjustment in surplus applicable to prior periods.

A detailed statement of the income and expenses of the Corporation
for the year 1944 is given in Table 7. A summary statement for each
year since its organization is given in Table 8.

Assets and liabilities. On December 31, 1944, the Corporation
held the following assets: assets acquired through bank suspensions
and mergers amounting at face value to a total of $56.8 million which
were carried on the books of the Corporation at a net or appraised
value of $26.1 million, United States obligations valued at $762.1
million, cash amounting to $17.8 million, and other assets amounting
to $0.3 million.
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Table 7. INCOME AND EXPENSES OF THE FEDERAL DEPOSIT INSURANCE
CORPORATION, CALENDAR YEAR 1944

Income:
Deposit insurance agsessments. .. ..o.veveeernrerenennnenn $ 80,940,596.80
Interest earned (less provision for amortization of premiums)
and profit on government obligationssold. . ............ 17,761,695.92
Otherincome. .....o.vvuiviiniiin it iiiiairanes 783,571.49
Totalincome..................ciivuvnnnn. $ 99,485,864.21
Expenses:
Deposit insurance losses and expenses.................... $ 74,599.81
Administrative expenses (see below). . ................... 3,815,651.41
Furniture, fixtures and equipment purchased and charged off 14,695.24
Total eXpenses. ......oovvvvveveererereeennes o $  3,904,946.46
Net income added tosurplus............... $ 95,580,917.75

Surplus, December 31, 1943:

As previously reported. ........coeiiiri i, $413,755,022.56
Plus—net adjustments applicable to periods prior to January
B 5,705,757.53
Surplus as adjusted, December 31, 1943..... _ $419,460,780.09
Surplus, December 31,1944, .. ............. $515,041,697.84

DISTRIBUTION OF ADMINISTRATIVE EXPENSES

L E: Dy $ 2,875,949.37
Professional SeTVICeB. . vttt iiiir s ionnotsronnerenans 23,141.62
Services of other governmental agencies 50.00
B 0T 100 o N 103,177.99
SUDSIHEEICE. . .ottt it it e e e i e 412,409.35
Office rental 279,716.52
Printing, stationery and supplies 59,166.38
Postage, telephone and telegraph... ... ... .. i ittt iiiiirircnananan 45,834.02
Insurance and fidelity bond premiums. ........iiitiiiiiiineneneninnenenannnnn 549.15
STPELT:T0 o103 500 o V- AU DY 10,896.84
Equipmentrental................. 7,903.10
Repairs and alterations............ 12,887.87
Transportation of things 8,091.04
MISCEllan@OUS. . v v v vt iutiene it ia e enntteeatiiseestiioseetasonnsenss 5,347.21
$ 3,845,120.46

Less:
Inter-departmental expense transfers......ovvveeiiiiiiiiiiiieiiniananasann 29,469.05
Administrative expenses for the year ended December 31, 1944, ........... $ 3,815,651.41

Liabilities of the Corporation at the end of 1944 were $1.9 million.
Total capital of the Corporation consisted of $289.3 million capital
stock issued at its organization and $515.0 million accumulated
surplus. A summary of the assets and liabilities of the Corporation at
the close of each year since its organization is given in Table 9. A more
detailed statement of its assets and liabilities as of December 31, 1943
and 1944, is given in Table 10,
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Table 8. INCOME AND EXPENSES OF THE FEDERAL DEPOSIT INSURANCE

CORPORATION SINCE BEGINNING OPERATIONS!

(In millions of dollars)

Income Expenses
. Net
Year Deposit {Investment Deposit | Adminis- algggén 1?0
Total insurance | income Total insurance | “irative surplus
assess- and losses and | expensest

ments? profits expenses
592.1 470.0 122.1 77.0 39.3 37.7 515.1
99.5 81.0 18.5 3.9 1 3.8 95.6
86.7 70.0 16.7 4.9 N 4.2 81.8
69.4 56.5 12.9 4.8 .8 4.0 64.6
62.0 51.4 10.6 5.1 14 3.7 56.9
55.9 46.2 9.7 149 11.1 3.6 41.2
51.2 40.7 10.5 15.9 12.5 3.4 35.3
47.8 38.3 9.5 5.9 2.9 3.0 41.9
48.1 38.8 9.3 6.6 3.9 2.7 41.5
43.8 35.6 8.2 5.2 2.7 2.5 38.6
20.7 11.5 9.2 5.6 2.9 2.7 15.1
T00...cvvu 7.0 4.4 .3 4.15 2.6

1 Figures of total expenses, deposit insurance losses and expenses, and net income added to surplus
for years prior to 1944 differ from those shown in previous Annual Reports because of revisions in esti~
mates of losses allocated to the different years.

2 Assessments collected from banks insured in the temporary insurance funds were credited in full
to their accounts at the termination of the temporary funds, and were applied toward subsequent assess-
ments under the permanent insurance fund. This procedure resulted in no income to the Corporation
from assessments for the term of the temporary insurance funds.

3 Includes furniture, fixtures and equipment purchased and charged off.

4 Includes expenses from date of organization, September 11, 1933, to December 31, 1934.

5 After deducting portion of expenses and losses charged to banks withdrawing from the tem-
porary funds on June 30, 1934.

INSURANCE CORPORATION, 1934-1944

(In millions of dollars)

Table 9. ASSETS AND LIABILITIES OF THE FEDERAL DEPOSIT

Ratio—
U. S. Total . Total de- | FDIC
Govern- |Insurance] Other | assets Lia- Capital | [osits in |capital and
Dec. 81} Cash [mentse-| assets assets | and lia- | bilities and insured | surplus to
curities bilities surplus banks |depositsin
insured
banks
17.8 762.0 26.1 R:] 806.2 1.9 804.3 | 134,662.1 609,
20.0 638.8 46.2 b 706.5 2.4 703.1 {111,649.8 .63
19.4 536.8 62.0 5 618.7 1.8 616.9 | 89,868.7 69
20.0 453.9 81.7 Jd 5556.7 2.2 653.5 | 71,209.3 78
20.4 384.5 92.2 .1 497.2 1.2 496.0 | 65,2874 .76
28.3 363.5 64.2 1 456.1 3.4 452.7 { 57,485.8 79
22.2 372.8 26.5 Jd 421.6 1.1 420.5 { 50,790.2 83
20.6 348.5 16.1 1 385.3 2.2 383.1 | 48,227.8 .19
9.1 332.6 11.4 .1 853.2 9.8 343.4 | 50,280.9 .68
33.5 298.2 5.4 1 337.2 31.2 306.0 | 45,125.1 .68
16.0 316.7 .5 1 333.3 41.6 291.7 | 40,059.9 .73
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Table 10. ASSETS AND LIABILITIES OF THE FEDERAL DEPOSIT INSURANCE
CORPORATION, DECEMBER 31, 1944, aAND DECEMBER 31,

1943

1944

1943

ASSETS
Assets acquired through bank suspensions and mergers:
Subrogated claims of depositors against closed insured banks. ..
Net balances of depositors in closed insured banks pending settle-
ment or not claimed, to be subrogated when paid—contra, . ..
YLoans to merging insured banks, to avert deposit insurance
losses, and recoverable liquidation expenses................
Assets purchased from merging insured banks, to avert deposit
insurance losses, under agreements to return any excess re-
covery toselling banks............ ... oo il
Assets purchased from merging insured banks and receivers of
closed insured banks to avert deposit insurance losses.......

Liess: Reserve for 10888, .....vuvvviernnresernonnenssnnnn

Cashonhandandondeposit.....................oouun,

United States Government securities (cost less reserve for
amortization of premiums) and accrued Interest receivable. .

Due from Governmental agencies. ..............co0enn.n.
Miscellaneous receivables. ...........covv i iennnnn..
Furniture, fixtures, and equipment. ......................
Deferred charges...............iiutininnieininnenennnann,
Totalassets. . ...............cooviuiinniannn..
LIABILITIES

Current Habilities:
Accounts and assessment rebates payable...................
Earnest money deposits and collections in suspense...........
Net balances of depositors in closed insured banks pending
settlement or not claimed—contra......... [
Deferred credits........... O N
Reserve for deposit insurance expenses. . ..................
Total liabilities............ et

CAPITAL
Capital stock:
United States..... PN

Surplus (see Table 7). . oeviiiniiiiininiesrrenniseanenniens
Totalcapital. ... ... ..oiiiiiiiiiineenenen.,
Total liabilitles and capital...................

$ 17,448,278.33
158,676.40
19,744,575.59

18,849,778.67

581,623.15
$ 56,782,932.14

30,714,169.10
$ 26,068,763.04

17,804,318.72

762,064,352.35
192,217.91
32,338.78

1.00

84,161.45
$806,246,153.25

$ 25,805,676.76
841,927.72
29,412,363.96

28,041,173.53
696,387.25

$ 84,797,529.22
38,547,754.80

§ 46,249,774.42

19,961,081.20

638,776,370.88
292,931.08
109,775.64

1.00

73,911.69
$705,463,845.91

$ 329,611.43
1,220,847.00

158,676.40
143,772.85
51,991.24

$ 1,904,898.42

$ 421,550.06
904,320.42

841,927.72
107,619.54
133,848.62
$ 2,409,266.36

$150,000,000.00
1389,299,556.99

$289,299,556.99
$515,041,697.84
$804,341,254.83
$806,246,153.25

$150,000,000.00
139.299,556.99

$289,299,556.99
$413,755,022.56
$703,054,579.55
$705,463,845.91

Audit. In accordance with the Corporation’s policy of having an
annual independent audit, the accounts as of June 80, 1944, were
audited by Arthur Andersen & Co. The balance sheet of the Cor-
poration as of that date, as shown in the auditors’ report, is given in
Table 11. The auditors’ certificate is given on page 32 of this report.
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Table 11.

FEDERAL DEPOSIT INSURANCE CORPORATION

FEDERAL DEPOSIT INSURANCE CORPORATION COMPARATIVE

BALANCE SHEET, JUNE 30, 1944 AND 1943—FROM AUDITORS’ REPORT
June 30

ASSETS

Cash on deposit, in transitandonhand..................

United States Government securities and accrued interest
receivable thereon:

Principal amount $686,526,300 and $570,043,400 at June 30,

1944 and 1943, respectively, stated at cost................
Less—Reserve for amortization of premiums................
Accrued interest receivable. . ... ... ... o oLl

Assets acquired through bank suspensions and mergers,
less collections:
Subrogated claims of depositors against closed insured banks. .
Net balances of depositors in closed insured banks pending
settlement or not claimed, to be subrogated when paid—
6125 g 03 11 o -
Loans made to, and assets purchased from, merging insured
banks to reduce or avert deposit insurance logsses—
Loans and recoverable liquidation expenses (Note 1).....
Assets purchased under agreement to return any excess
recoveries to the selling banks, and recoverable llqmda—
tion expenses {Note 1) .
Assets purchased, other
Assets purchased from receivers of closed insured banks

Less—Reserves forlosses.......ooiiiviiii i,

Miscellaneous receivables and deferred charges:

Receivable from other governmental agencies. ..............
Federal Credit Union examination and supervision fees.......
L0 7=

Furniture, fistures and equipment, at nominal value.......

NOTES:

1944
$ 27,187,132.72

1943
$ 32,112,817.18

$688,931,112.31
1,169,200.52

$573,394,017.19
1,845,336.86

$687,761,911.79
2,452,387.77

$571,548,680.33
1,785,212.44

$690,214,279.56

$573,338,892.77

$ 22,160,090.58
254,409.13
24,555,079.29

23,724,303.01
1,699.58
74,367.40

$ 25,742,036.04

446,126.57

34,459,768.53

32,076,233.98
557,907.52
219,007.89

$ 71,289,948.94
85,172,158.51

$ 93,501,080.53
38,792,706.64

$ 36,117,790.43

$ 54,708,373.89

$ 376,136.12
23,411.38
101,896.55

$ 485,569.92
112,445.82
93,466.62

$ 501,444.05

$ 691,482.36

$ 1.00

$ 1.00

$754,020,647.76

$660,846,567.20

(1) Loans to merging insured banks are evidenced by demand notes bearing interest at the rate

of 49, per annum, and the Corporation is entitled to a return of 4%, per annum with respect to its in-
vestments in assets purchased from merging insured banks under agreements to return any excess re-
coveries to the selling banks. The Corporation follows the practice of taking into income only such
amounts of interest and allowable return as are realized after recovery in full of its investments (in-
cluding recoverable liquidation expenses) in the respective loans and purchased assets. The amount of
such interest realized during the year ended June 30, 1944 was $426,558.50.

(2) Under the provisions of Section 12B of the Federal Reserve Act, as amended by Title T of the
Banking Act of 1985 (subsection “o0’"), the Corporation is authorized and empowered to issue and to
have outstanding its notes, debentures, bonds or other such obligations in a par amount determined in
accordance with said provisions, which amount at June 30, 1944 was $974,600,000.
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Table 11. FEDERAL DEPOSIT INSURANCE CORPORATION COMPARATIVE
BALANCE SHEET, JUNE 30, 1944 AND 1943—FROM AUDITORS' REPORT—Continued

LIABILITIES

Liabilities:

Accountspayable...... ... i ittt e
Earnest money deposits and collections in suspense, arising from

assets acquired through bank suspensions and mergers, etc..
Net balances of depositors in closed insured banks pending

settlement or not claimed—per contra...........oovvuens
Reserve for expenses of paying insured deposits.............
Deferred credits.....covvivinniiiiiriinnrrrriiereenoiseas

Total labilities..... S

Capital stock and surplus (the entire capital stock and surplus
is considered by the corporation to constitute a reserve for
future deposit insurance losses and related expenses with
respect to insured banks. The corporation estimates that
the insured deposits in operating insured banks amounted
to approximately $46 billion at June 30, 1944 and $36 billion
at June 30, 1943):

Capital stock, without nominal or par value (nonvoting
and not entitled to payment of dividends)—
Held by United States Government..................
Held by Federal Reserve banks. . ...................

Surplus—
Balance at beginning of year................ P

Net increase in surplus during the years—
Income—

Deposit insurance assessments. .. .......co.vvnvann
Interest earned and net profits from sales of United

States Government securities, less provision for

amortization of premiums. . ........... .. i
Other interest received (Note 1)..
Fees from Federal Credit Unions...........

Expenses—
Deposit insurance losses and expenses applicable to
assets acquired through bank suspensions and mergers
occurring in—

CUITeNt JeaT. ..t tnaii et iiee e ieiienenans
Prior years (credits, representing adjustments of
reserves fOr 108Ses) ... vovinnvenrnncaocaeranens
Total (eredit)....vvvivnviineennennnnnnnas
Administrative expenses.............. ... ... PN

Furniture, fixtures and equipment purchased

Transfer from Farm Credit Administration with respect to
Federal Credit Unions. . .......cciviiiiiiineennnnns

Net increase in surplus.............coeun.n.
Surplusatendofyear...................

Total capital stock and surplus. .........

June 30

1944

3 368,132.39
961,637.33
254,409.13

65,306.31
86,879.39

1943

$ 359,839.61
985,898.61
446,126.57

137,465.92
98,402.92

$ 1,736,364.55

$ 2,027,733.63

$150,000,000.00
139,299,556.99

$150,000,000.00
139,299,556.99

$289,299,556.99

$289,299,556.99

$369,519,276.58

$294,587,895.18

$ 77,159,327.80

16,881,263.65
28,465.96
140,796.65

$ 61,110,632.07

14,319,669.93
90,758.67
222,834.66

$ 94,709,854.06

$ 75,743,945.33

$ 1,654,168.18

( 4,404,822.11) (

$ 1,612,099.56
4,771,231.79)

($ 2,750,653.93) ($ 3,159,132.23)

3,977,866.46
17,191.89

4,212,329.79
33,213,12

$ 1,244,404.42

$ 1,086,410.68

$ 93,465,449.64

$ 74,657,534.65

273,846.75
$ 93,465,449.64 $ 74,931,381.40
$462,984,726.22  $369,519,276.58
$752,284,283.21  $658,818,833.57
$754,020,647.76  $660,846,567.20

The Secretary of the Treasury, in his discretion, is authorized to purchase such obligations of the

Corporation; and he is authorized and directed to purchase obligations of the Corporation in an amount
not to exceed $250,000,000 par value whenever, in the judgment of the Board of Directors of the Cor-
poration, additional funds are required for insurance purposes.

The Reconstruction Finance Corporation, as provided in subsection (b) of section 5¢ of the Recon-
struction Finanee Corporation Act, as amended, shall purchase at par value such obligations of the
Corporation as are authorized to be issued, upon request of the Board of Directors of the Corporation,
whenever, in the judgment of said Board. additional funds are required for insurance purposes; pro-
vided, that the Reconstruction Finance Corporation shall net purchase or hold at any time said obligations
in excess of $250,000,000 par value. If the Reconstruction Finance Corporation fails for any reason to
purchase any of the obligations of the Corporation, the Secretary of the Treasury is authorized and
directed to purchase such obligations in an amount equal to the amount of such obligations the Recon-
struction Finance Corporation so fails to purchase.
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ARTHUR ANDERSEN & CO.

120 SOUTH LA SALLE STREET
CHICAGD 3

To0 THE BOARD OF DIRECTORS,
FEDERAL DEPOSIT INSURANCE CORPORATION:

We have examined the balance sheet of the FEDERAL DEPOSIT INSURANCE
CORPORATION (a corporation created under Section 12B of the Federal Reserve
Act, as amended by Title I of the Banking Act of 1935) as of June 30, 1944, and the
related statement of surplus for the year then ended, which statement of surplus
is summarized in the balance sheet. In connection therewith, we have reviewed the
system of internal control and the accounting procedures of the Corporation and,
without making a detailed audit of the transactions, have examined or tested
accounting records and other supporting evidence maintained in the general office
of the Corporation (except the records as to the closed insured banks for which
the Corporation is receiver), by methods and to the extent we deemed appropriate.
We did not examine the collateral under loans to merging insured banks nor the
documents evidencing ownership of assets purchased from merging or closed insured
banks, which collateral and assets for the most part are held by Liquidating Agents
of the Corporation at various locations throughout the country; but we reviewed
the reports of the Corporation’s internal auditors on the examinations made by
them during the year of such collateral and purchased assets. The examinations
by the internal auditors are on a rotating basis, covering the collateral under each
loan and the documents evidencing ownership of the assets purchased from each
merging or closed insured bank approximately every eighteen months. We made
a similar examination for the year ended June 30, 1943.

In our opinion, the accompanying balance sheet presents fairly the position of the
Federal Deposit Insurance Corporation at June 30, 1944 and the results of its
operations for the year ended that date.

ARTHUR ANDERSEN & Co.

Chicago, Illinois,
October 20, 1944.
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AsSETS, DEPOSITS, AND CAPITAL ACCOUNTS

Assets of all banks.! The upward trend of bank assets continues.
During the year 1944, total assets of all commercial and mutual
savings banks increased $25 billion, and by the end of the year had
reached the unprecedented total of $152.6 billion. This 19 percent
increase in 1944 was a continuation of the sharp upward trend which
has prevailed since the beginning of large scale war financing in 1942.
Nearly all the rise in total assets during the last three years has oc-
curred in bank holdings of Government obligations.

CHART A
ToTAL AsSETS OF ALL OPERATING BANKS BY TYPE OF ASSET
1934 - 1944
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Between 1934 and 1941 business recovery was reflected in a con-
tinuous rise in bank assets, as shown in Chart A, with the exception
of the slight down-turn during the business depression of 1937-38.
Two-thirds of the $15 billion increase from the end of 1938 to the
end of 1940 was in cash and amounts due from other banks, prin-
cipally reserves with the Federal Reserve banks. The increase in
reserves was due primarily to the substantial inflow of gold from

11n order to present a complete picture of the private banking system, the discussion in this section,
as far as possible, covers all commerecial and mutual savings banks in the United States and possessions

(see page 108). However, data for insured commercial banks are in some instances more complete, and
at times it is necessary to confine the discussion to this group of banks.

35
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36 FEDERAL DEPOSIT INSURANCE CORPORATION

abroad. In 1941, the $6 billion rise in total bank assets was chiefly
the result of increases in the holdings of United States Government
obligations and in the volume of loans, reflecting the intensification
of our defense activities.

In the years immediately prior to our entry into the war, bank
assets were rising at the rate of 9 percent a year. With the augmented
tempo of war financing in the middle of 1942, the rate of increase
rose sharply and there was a 19 percent gain in total assets during the
last six months of 1942, The rate of increase then declined, and has
been 18 percent a year during the last two years as shown in Table 12.

Table 12, INCREASE IN TOTAL ASSETS OF ALL OPERATING BANKS, 1941-1944
(Amounts in millions of dollars)
Increase from previous
Total call date
Call date assets

Amount Percentage
December 80, 1944. ... ... civiiit i iiiii i $152,618 $13,393 9.6%
June 80, 1944, . ... . i ittt 139,225 11,431 8.9
December 31, 1943, .. 127,794 10,811 9.2
June 80, 1943........ 116,983 7,678 7.0
December 31, 1942. .. 109,305 17,224 18.7
June 80, 1942........ 92,081 1,6581 1.8
December 81, 1941, ... .. ...iiiiit tnieiiinnennnn, 91,087 |ivietriiiii et

1 In computing the change from December 31, 1941, to June 30, 1942, an adjustment was made for
the fact that on and after June 30, 1942, reciprocal bank balances due from other banks were not in-
cluded in the total. Reciprocal bank balances were $614 million on June 30, 1942.

Detailed figures—See Table 107, page 128,

Changes in types of assets. A marked change in the relative
importance of the various types of assets held by banks has accom-
panied the rise in total assets. The major shift has been, of course, the
increase in the volume of United States Government obligations. At
the end of 1938, these securities made up only one-fourth of all bank
assets, whereas at the end of 1944 they constituted more than one-half
of total assets, and nearly three-fourths of earning assets. Loans, on
the other hand, have declined in relative importance. Loans amounted
to $21 billion, or approximately 30 percent of all bank assets, at the
end of 1938. From 1939 to the end of 1941, the volume of loans rose
from $22 billion to nearly $27 billion. This 20 percent rise in the amount
of loans was approximately the same as the 18 percent gain in total
bank assets. After declining slightly in the early period of our par-
ticipation in the war, the volume of loans increased and on December
30, 1944, amounted to $26 billion, slightly below the peak at the end
of 1941. With the sharp rise in the volume of total assets, however,
the proportion of loans fell to 17 percent at the end of 1944. Bank
holdings of securities other than Governments have declined gradually
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ASSETS, DEPOSITS, AND CAPITAL ACCOUNTS 37

from $10 billion to $8 billion over the last decade, and have decreased
in relative importance as total assets have increased. These trends are
shown in Chart B.

CHART B

PERCENTAGE DISTRIBUTION OF AsseTs-ALL OPERATING BANKS
1934 -~ 1944
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Examiners’ appraisal of assets of insured commercial banks.
As would be expected during a period of accelerated business activity,
the proportion of total assets of insured commercial banks classified
as substandard by the examiners continued to decline in 1944. This
decline was due to three factors: first, criticized assets form a smaller
proportion of total assets simply because the increase in bank assets
during the war period has been confined almost entirely to United
States Government obligations and cash; second, in a period of good
business, assets appear in a more favorable light and therefore are
not as likely to be classified substandard as formerly; and third, banks
have been able to dispose of many of these assets at favorable prices.

In 1944, substandard assets amounted to 0.7 percent of total assets,
compared with 1.2 percent in 1943, and 2.1 percent in 1942. The ratio
of substandard assets to the appraised value of assets other than cash
and United States Government obligations fell from 5.9 percent in
1942 to 3.0 percent in 1944 as the result of a decrease of nearly 50
percent in the amount of substandard assets held by insured com-
mercial banks. The downtrend of substandard asset ratios from 1939
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38 FEDERAL DEPOSIT INSURANCE CORPORATION

to 1944 is shown in Table 13. Of the 12,983 insured commercial banks
examined during 1944, 2,285, or 18 percent, had no substandard
assets, as compared with 10 percent in 1943 and 5 percent in 1942,

Table 13. SUBSTANDARD ASSET RATIOS OF INSURED
COMMERCIAL BANKS EXAMINED IN 1939-1944

Ratio of substandard assets to—

Year Appraised value
Appraised of assets other Adjusted
value of than cash and capital
total assets U. S. Government accounts
obligations
B 69% 2.98% 10.929%
1948, . e e e 1.24 4.75 17.84
1942, . e e 2.13 5.93 25.26
194, ... i 2.84 O] 31.12
1940, .o i e e 3.93 Q] 40.35
1989, i i e s 5.12 O] 48.21

1 7. 8. Government obligations are not available separately prior to 1942,
Detailed figures—See Table 109, page 134.

As a result of the decrease in substandard assets, the ratio of such
assets to the adjusted capital accounts' has fallen from 48 percent in
1939 to 11 pereent in 1944. This low ratio for all insured commercial
banks in 1944 should not obscure the fact that there are still a number
of banks in which substandard assets eonstitute a substantial propor-
tion of adjusted capital aceounts.

Bank holdings of United States Government obligations.
From the end of 1941 through 1944, $61 billion of the $62 billion
increase in bank assets occurred in holdings of United States Govern-
ment obligations. At the close of 1944, all operating banks held $86
billion of United States Government obligations, nearly three and
one-half times the $25 billion held at the time of our entry into the
war. The largest rise for any six-month period, both in absolute and
relative amounts, occurred during the last half of 1942 when bank
holdings of Government obligations rose by $16 billion, an increase of
more than 50 percent. This reflected the heavy participation of the
banks in the first war loan drive and the large purchases during this
period of certificates of indebtedness which the Treasury began
issuing in April 1942. The banks also participated heavily in the
second war loan drive in April of 1943, and another $12 billion was
added to bank holdings during the first six months of 1943. In the
next year and a half, to the end of 1944, banks added $28 billion to
their Government portfolio, an amount approximately equal to that
added from the middle of 1942 to the middle of 1943. In the later

. . .1 Adjusted capital accounts represent the difference between total bank assets and total bank
liabilities as appraised by the examiners (see page 133).
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period the bulk of the banks’ purchases was made between drives
since the Treasury adopted a policy of sharply restricting bank
participation in the third, fourth, fifth and six war loan drives.

From the end of 1941 to the middle of 1943, banks acquired Govern-
ments at a faster rate than the rate of increase in the Federal debt
outstanding; while during the next 18 months, the debt increased more
rapidly than holdings of the banks. From December 31, 1941, to
June 30, 1943, the amount of Governments held by banks increased
by 127 percent, whereas the interest-bearing Government debt rose
by 119 percent. From the middle of 1943 to the end of 1944, the total
outstanding debt increased by two-thirds, while bank holdings in-
creased less than one-half. At the end of 1944, all operating banks
held a slightly smaller proportion of the total Government debt
outstanding than three years earlier. When the holdings of the Federal
Reserve banks, which rose from $2 billion to $19 billion over the three
year period, are included, the proportion of the Government debt held
by the banking system rose slightly between the time of our entry
into the war and the end of 1944. The holdings of the various classes
of banks at the end of 1941 and 1944 are shown in Table 14.

Table 14. BANK HoLDINGS OF UNITED STATES GOVERNMENT OBLIGATIONS,
DIRECT AND GUARANTEED, 1941 AnD 1944

December 31, 1941 December 30, 1944
Type of holder A ¢ A
moun mount
(In billions) | 7" | (1n billions) |  TeTeent
Total interest-bearing debt outstanding. . $63.8 100.09, $230.4 100.09,

Banking system—total................... 27.8 43.6 105.1 45.6
Commerecial banks..................... 21.8 34.2 78.0 33.8
Mutual savings banks.................. 3.7 5.8 8.3 3.6
Federal Reserve banks................. 2.3 3.6 18.8 8.2

Types of Government obligations held by insured com-
mercial banks. Detailed data on the various types of Treasury issues
held by commercial and mutual savings banks are available only for
insured commercial banks. However, the data for this group of banks
are significant since they held almost 90 percent of the total of all
bank holdings of Governments at the close of 1944,

The war-time trend of insured commercial bank purchases of
Government obligations has brought a marked shift in the maturity
distribution, as shown in Chart C and Table 15. At the end of 1939,
bonds maturing in more than ten years constituted over 40 percent
of all insured commercial bank holdings of United States Government
obligations, while at the end of 1944 they constituted only 10 percent.
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Concomitant with this decline in the proportion of long term maturities
has been a very sharp increase in the proportion of short term ma-
turities, particularly certificates of indebtedness.

CHART C

PERCENTAGE DisSTRIBUTION OF DIRECT US.Gov'r. OBLIGATIONS
HELD BY INSURED ComMERCIAL BANKS *
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Table 15. DIRECT UNITED STATES GOVERNMENT OBLIGATIONS
HELD BY INSURED COMMERCIAL BANKS, 1939-1944
(Millions of dollars)
Bonds maturing within!
Certiﬁ-r T T
cates of reasury | Treasury
Call date Total indebted-| bills notes 5-102 After 10
ness 5 years | yoars years

Dec. 80,1944, .......... 74,919 15,303 3,972 15,781 5,918 26,231 7,714
June 30,1944............ 66,141 15,469 4,709 11,835 5,650 20,641 7,837
Dec. 31,1943............ 56,192 13,220 4,637 7,673 5,791 17,092 7,779
June 30, 1943............ 48,880 10,315 6,657 5,717 5,497 11,511 9,283
Dec. 31,1942............ 37,994 6,729 4,462 5,800 2,865 10,331 7,807
June 30,1942............ 23,062 1,978 1,636 3,732 1,765 5,688 8,463
Dec. 31,1941............ 16,945 {......... 988 3,159 1,551 3,970 7,277
June 30, 1941............ 291 |l 1,135 2,758 1,471 3,837 6,090
Dec. 31, 1940............ 13,344 [......... 662 2,756 1,458 3,153 5,315
June 29, 1940............ 12,530 {......... 805 2,699 750 3,489 4,787
Dec. 80, 1939............ 12,158 [......... 571 2,388 837 3,308 5,049

1 The maturity distribution of insured commercial bank holdings of U. S. Government bonds is
based upon the number of years to first maturity,
2 Includes United States Savings Bonds.
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During 1942 and the first half of 1943, insured commercial banks
added to their holdings of Treasury bills, generally maturing in 91
days after issue, which reached a peak in June of 1943, when they
held $6.6 billion, 55 percent of the total outstanding. Since that time
insured commercial bank holdings of bills have declined and on
December 30, 1944, the amount held was only $4 billion, or less than
one-fourth of the total outstanding.

Certificates of indebtedness, which have a maturity when issued
of approximately one year, formed a large part of bank acquisitions
during the first and second war loan drives and the banks also bought
these securities between drives. In the first year of their offering
insured commercial banks took a large proportion of the amount
offered and on June 80, 1943, held approximately two-thirds of the
total outstanding. Certificates of indebtedness have been included
in all the later drives, but sharp restrictions have been placed on bank
purchases. Even though insured commercial banks have steadily
added to their holdings by purchasing certificates between drives,
their proportionate holdings have gradually declined until on Decem-
ber 31, 1944, they held 50 percent of the total outstanding.

Insured commercial bank holdings of Treasury notes, issued in
maturities of from one to five years, have increased from 50 percent
of the total outstanding at the end of 1941 to nearly 70 percent at
the end of 1944. The banks have also made substantial increases in
their holdings of United States Government bonds maturing in five
to ten years. At the end of 1941, they held $4 billion of such securities,
and by December 380, 1944, holdings reached $26.2 billion. The
holdings of bonds maturing in more than ten years, however, have
remained at approximately the same level throughout the war period.
Treasury policy has tended to discourage bank acquisition of longer
maturities, and insured commercial banks now hold a considerably
smaller proportion of outstanding long term issues maturing in more
than ten years than they did before the war.

Deposits of all banks. The trend of deposits in commercial and
mutual savings banks during the war has been the counterpart of the
trend of total assets. Deposits rose $61 billion from the close of 1941
to the end of 1944, while assets increased $62 billion. At the close of
1944, total deposits of all banks amounted to $142 billion of which
$135 billion, or 95 percent, were held in all insured banks and $126
billion, or 89 percent, were held in insured commercial banks.

Total deposits of all banks rose $19 billion, or 28 percent, during
1942, most of the increase occurring in the last half of the year. There
was an $18 billion increase in deposits during 1943, and a $24 billion
increase in 1944, while the percentage increases were 18 percent and
20 percent respectively.
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Nearly two-thirds of the deposit increase since the war has been in
deposits of individuals, partnerships, and corporations, while most
of the remaining increase was in deposits of the Federal Government.
The sale of bonds for war financing has in the first instance given rise
to an increase in Government deposits. Then, as expenditures have
been made, the bulk of these deposits has shifted to the aceounts of
individuals and business enterprises. Interbank deposits and deposits
of State and local governments have increased moderately.

There has been considerable variation in the rate of growth of
deposits during the war in the various geographic regions and States.
The growth has been relatively high in most of the States west of the
Mississippi River and in the southern States, and relatively moderate
in the northeastern States. The geographic pattern of the growth in
deposits during the last three years has corresponded to a considerable
extent with the geographic pattern of the expansion in individual and
business incomes. A study of the deposit shifts which have occurred
is to be found in Part Three of this report.

Capital accounts of insured commercial banks. The increase
in bank capital has not kept pace with the rapid expansion in total
assets. On December 30, 1944, total capital accounts of all insured
commercial banks amounted to $8 billion. This was $1 billion above
the total at the time of our entry into the war, and only $2 billion
above the 1934 level. During the past three years, capital accounts
have increased by 17 percent, compared with an increase in total
assets of 76 percent.

Nearly all of the increase in capital during the war years has been
due to the retention of bank earnings. At the end of 1944, capital
stock made up 36 percent of total capital accounts of all insured
commercial banks, as shown in Table 16, compared with 42 percent
three years earlier. -

Table 16. CAPITAL ACCOUNTS OF INSURED COMMERCIAL BANKS, 1941 AND 1944

(Amounts in millions of dollars)

Percentage distribution
Capi Deec. 81, Dec. 30, | Increase
apital accounts 1941 1944 |or decrease

1941 1944

0 ) $6,845 $7,990 | $+1,145 100.0% 100.0%
Capital stock, notes, and debentures: 2,850 2,912 +62 41.6 36.4
Commonslock .......coovveviineunnnn. 2,470 2,660 + 190 36.0 33.3
Preferred stock............ciiiiunn.. 306 202 -104 4.5 2.5
Capital notes and debentures............ 74 50 -24 1.1 R
Surplus. . . ..iiiiii e e 2,687 8,402 +715 39.3 42.6
Undivided profits. .......ocoviviviiinn.. 896 1,169 +2173 13.1 14.7
ReSEIVES. . o0ntin it enressrnnaneenn 412 507 +95 6.0 6.3
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There has been only a moderate rise in capital stock since the end
of 1941, as the additions to common stock of $190 million have been
largely offset by the retirement of $128 million of preferred stock and
capital notes and debentures, most of which were owned by the
Reconstruction Finance Corporation. The investment of the Recon-
struction Finance Corporation in insured commercial banks reached
a peak of about $900 million in 1935. This investment now amounts
to about $250 million.

With the increasing disparity between the rate of growth in total
capital accounts of the banks and the rate of growth of assets, the
decline in the stockholders’ equity relative to total assets has been
accelerated during the war years, However, due to the fact that the
greatest increase in bank assets has been in the holdings of cash and
United States Government obligations, the ratio of total capital
accounts to assets other than United States Government obligations
and cash increased moderately in this period. At the end of 1944, this
ratio was 27.6 percent or slightly above the 26.3 percent at the end
of 1934. Any expansion of bank loans during the post-war reconversion
period will bring about a decline in this ratio unless additional capital
is obtained. The ratio of total capital accounts to total assets and to
assets other than cash and Governments is shown in Table 17.

Table 17. CAPITAL RATIOS OF INSURED COMMERCIAL BANKS
YEAR-END CALL DATES, 1934-1944

Total capital accounts as a percentage of—

Y
ear Total Assets other than
assets cash and U. S. Govern-
ment obligations

5.94% 27.589
28.28
7.39 25.99
8.91 22.82
9.44 24.38
10.33 25.38
11.33 25.62
11.81 25.00
11.26 24.60
12.19 26.09
13.24 26.69

Capital ratios by size of bank. Small banks generally have
higher ratios of total capital accounts to total assets than the large
banks. This is shown by the data summarized in Table 18 for the
12,983 insured commercial banks examined during 1944. Of these
banks, 2,267, or 17 percent, had adjusted capital accounts equal to
more than 10 percent of the appraised value of their assets. Of the
241 smallest banks examined during 1944, 76 percent had capital
ratios of over 10 percent, and this proportion steadily declined as the
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size of the banks increased until only 4 percent of the 249 largest
banks had capital ratios of over 10 percent and nearly half had ratios
of less than 5 percent.

Table 18. DISTRIBUTION OF INSURED COMMERCIAL BaANKS EXAMINED IN 1944
ACCORDING TO ADJUSTED CAPITAL RATIO AND BY AMOUNT OF DEPOSITS

Banks with adjusted capital accounts per $100 of
appraised value of assets of—
: All
Size of bank banks
$0.01 $5.00 $7.50 $10.00 $15.00
to to to to or
$4.99 $7.49 $9.99 $14.99 more
Allbanks..................coouue 12,983 2,108 5,414 3,194 1,839 428
Banks with deposits of—
$250,000 or less. .... 241 4 18 37 114 68
$250,000 to $500,000. .. 1,297 31 260 512 894 100
$500,000 to $1,000,000. . 2,888 195 1,279 902 434 78
$1,000,000 to $2,000,000.......... 3,423 563 1,598 765 416 81
$2,000,000 to $5,000,000.......... 2,950 650 1,299 613 321 67
$5,000,000 to $10,000,000. ........ 1,101 273 515 194 100 19
$10,000,000 to $50,000,000. ....... 834 276 351 142 53 12
More than $50,000,000............ 249 116 94 29 7 3

EARNINGS OF INSURED COMMERCIAL BANKS

Insured commercial banks during 1944 had the highest level of net
profits since deposit insurance began in 1934. Net profits before taxes
in 1944 were $954 million, a gain of 25 percent over 1943 and 83 percent
over 1942. Net profits after taxes were $751 million in 1944, which
was 18 percent above 1943 and 70 percent above 1942. Operating
earnings and expenses and net profits for the three years are shown
in Table 19.

Table 19, EARNINGS, EXPENSES, AND DIVIDENDS OF INSURED
COMMERCIAL BANKS, 1942-1944

(Amounts in millions of dollars)

Item 1944 1943 1942
Total current operating earning8. .. .....covvvevnivenenn $2,215 $1,959 $1,790
Total current operating expenses. .........ovveevueeean.. 1,357 » )
Net current operating earnings.............oc.ouuunn. 858 703 568
Profits on assets sold, recoveries on assets, ete............. 362 353 223
Losses, charge-offs, ete.. ..o, 266 290 271

Net profits before income taxes. .. 954 766 520
Taxes on net income 203 128 79
Net profits after taxes 751 638 441
Cash dividends declared and interest paid on capital....... 253 233 228
Net profits retained.........ooviiiiiiineiienreanenenens 498 405 213
Number of banks..........uiiiiiiiirierroranaaieens 13,268 13,274 13,347

Detatiled figures for 194},—See Table 111, page 140.
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Total current operating earnings have not increased as rapidly
during the last three years as earning assets, both because of the
larger proportion of assets invested in Governments which have a
lower rate of return than loans and because of a continuation of the
gradual decline in the average rate of return on loans. However, total
current operating expenses have increased more slowly than have
total current operating earnings. Total current operating expenses
took 61 percent of total current operating earnings in 1944 compared
with 68 percent in 1942. As a result, net current operating earnings
have increased during the last two years at about the same rate as
the earning assets of insured commercial banks.

Losses and charge-offs in 1944 amounted to only $266 million, the
lowest in the history of Federal deposit insurance. Recoveries on
assets and profits on securities sold or redeemed were $362 million in
1944, and for the third time since 1934, recoveries and profits exceeded
charge-offs.

Total income taxes of $203 million on earnings of insured commercial
banks in 1944 were 59 percent higher than the $128 million total for
the previous year and two and a half times the $79 million in 1942.
Income taxes amounted to 21 percent of net profits before taxes in
1944 compared with 15 percent in 1942.

The substantial rise in net profits during the war has not been
accompanied by a significant increase in cash dividends. The 1944
total of $253 million was the same as in 1941, the previous high, and
moderately above the 1942 and 1943 totals. The result of the main-
tenance of dividend payments at prewar levels during the war has
been a sharp increase in net profits retained by insured commercial
banks. In 1944, nearly $500 million, or two-thirds of net profits after
taxes, was added to total capital accounts. This compares with $405
million, or 63 percent, of net profits retained in 1943 and $213 million,
or 48 percent, retained in 1942,

Rate of net profits. Net profits after taxes of all insured commer-
cial banks in 1944 represented a return of 9.7 percent on average
total capital accounts, substantially above the 8.8 percent return in
1943 and more than 50 percent above the 6.3 percent return in 1942.
The rate of return in the last two years has been higher than at any
other time during the last decade.

The rise in the ratio of net profits to total capital accounts during
the war years is due, in large part, to the fact that total capital ac-
counts grew less rapidly than earning assets. The ratio of net earnings
to total capital accounts rose from 7.0 percent in 1942 to 8.5 percent
in 1944. An additional factor contributing to the rise in net profits
was the excess of recoveries and profits on assets over losses and
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charge-offs in both 1943 and 1944. The effect of net charge-offs or
net recoveries is represented by the difference between the rate of

net earnings and the rate of net profits.

In Chart D and Table 20 ratios of net profits, net earnings, and
cash dividends to total capital accounts are shown for each year
since the beginning of deposit insurance.

CHART D

RATIOS OF NeT EARNINGS, NET PROFITS AND CASH DIVIDENDS TO
AVERAGE ToTAL CAPITAL ACCOUNTS-ALL INSURED COMMERCIAL BANKS
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Table 20. RATIOS OF NET PROFITS, NET EARNINGS, AND CAsH DIVIDENDS TO
AVERAGE TOTAL CAPITAL ACCOUNTS, ALL INSURED COMMERCIAL BANKS, 1934-1944

Ratios to average total capital accountst
Year . -

Net profits Net operating Cash dividends
after taxes earnings after declared and interest

taxes? paid on capital
9.7 8.6% "3.3%

8.8% 7.9 3.2

6.3 7.0 3.3

6.7 6.9 3.7

6.1 6.6 3.6

6.0 6.9 3.6

4.7 6.6 3.5

6.0 7.3 8.5

8.3 7.0 3.6

34 6.5 84

-5.5 6.5 3.0

t Total capital accounts are averages of figures for beginning, mid-year, and year-end call dates
? After all taxes, including income taxes which were not available separately prior to 1942,
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The rise in bank earnings has been general. With few exceptions,
the prosperity has been shared by all banks. Whereas, 22 percent of
the banks in 1942 and 37 percent in 1943 reported net profits after
taxes in excess of 10 percent of average total capital accounts, one-half
of the banks in 1944 had net profits in excess of 10 percent of average
total capital accounts. Conversely, the proportion of banks reporting
net losses fell from 6 percent in 1942 to 2 percent in 1943 and only
1 percent in 1944. The distribution of banks according to the rates of
net profits on total capital accounts for 1942, 1943, and 1944 is shown
in Table 21.

Table 21. DISTRIBUTION OF INSURED COMMERCIAL BANKS ACCORDING TO RATE
OF NET PROFITS ON ToOTAL CAPITAL ACCOUNTS, 1942-1944

1944 1943 1942

Rate of net profits
Number | Percentage | Number | Percentage | Number | Percentage
of banks | distribution| of banks | distribution| of banks | distribution

All banks!. .............. 13,141 100.0% 13,145 100.0%; 13,226 100.0%,
Banks with netloss...... 117 0.9 257 2.0 749 5.7
Banks with net profits

after taxes per $100 of
total capital accounts

of —2

$0.00 to $4.99........... 1,288 9.8 2,290 17.4 3,963 30.0
$5.00t0 $9.99. .......... 5,062 38.5 5,678 43.2 5,647 42.7
$10.00 to $14.99. .. 4,475 34.1 3,418 26.0 2,129 16.1
$15.00 to $19.99......... 1,618 12.3 1,067 8.1 520 3.9
$20.00 or more.......... 581 4.4 435 3.3 218 1.6

! Excludes banks submitting reports covering less than the full year’s opecrations or materially
affected by mergers.
2 Total capital acecounts are averages of figures at beginning, mid-year, and year-end call dates.

Sources of earnings. Total current operating earnings increased
from $1,790 million in 1942 to $1,959 million in 1943 and to $2,215
million in 1944. The substantial rise in earning assets which caused this
increase in gross earnings has been accompanied by a marked shift
in the relative importance of the various types of assets as sources
of income. Prior to 1943, income on loans was the most important
earnings item, accounting for approximately 45 percent of total
current operating earnings in each year from 1934 to 1941. In the
war years this proportion declined and by 1944 income on loans
accounted for less than one-third of total current operating earnings.
In the last two years income on securities has exceeded income on
loans and in 1944 income on securities constituted almost one-half
of total current operating earnings.

Since 1941, the expansion of the earning assets of banks has been
confined to holdings of United States Government obligations, and
as a result, income on securities has increased rapidly, reaching $1,090
million in 1944. The average rate of return on securities, however,
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continued to decline and was 1.49 percent in 1944. This decline in
recent years has been a result of both the increased holdings of Govern-
ment obligations and the concentration of these holdings in short term
issues. Total income from loans, on the other hand, has steadily
declined since 1941. While the volume of loans outstanding rose
moderately during 1944, the average rate of return fell from 3.85
percent in 1943 to 3.44 percent in 1944 resulting in a slight decline
in total income from loans.

Earnings from other sources have increased in the last two years.
The 1944 total of $427 million was 9 percent above 1943 and 14 percent
above 1941. The increase, which was primarily due to higher income
from service charges, was not, however, as rapid as the rise in total
current operating earnings. In 1944, 19 percent of gross earnings was
derived from sources other than loans and securities in contrast to
22 percent in 1941, These trends are shown in Table 22.

Table 22, AMOUNTS AND RATES OF INCOME RECEIVED BY INSURED
COMMERCIAL BANKs, 1934-1944

Total current operating earnings
(millions of dollars) from— Income on Income on
1%ans " secgriotiesf
per $100 of | per $100 o
Year Loans Securities Other loans! securities!
sources
$698 $1,090 $427 $3.44 $1.49
706 861 393 3.85 1.52
817 610 364 4.08 1.782
848 509 373 4.27 1.95
769 500 363 4.41 2.16
727 522 357 4.46 2.38
705 532 347 4.36 2.56
710 572 352 4.28 2.68
663 574 330 4.34 2.66
643 548 295 4.40 2.87
691 550 278 4.63 3.17

t Loans, securities, and deposits are averages of figures reported at beginning, middle, and end of
year by banks submitting statements of assets and liabilities.

2 For 1942, average securities are based on amounts reported at end of month in the Treasury
survey of ownership of Government securities as well as upon amounts reported at call dates.

Detailed figures for 1944—See Tables 111-112, pages 140-143.

Expenses. Total current operating expenses amounted to $1,357
million in 1944, 8 percent above the $1,256 million in 1943. Of the
total increase of $101 million in 1944, $46 million represented an
increase in salary and wage payments. The number of officers and
employees increased 2 percent during 1944, while total salaries, wages
and fees paid rose 8 percent in 1944 as compared with 1943. Because
of the increase in the volume of time and savings deposits, interest
paid on these deposits rose to $187 million in 1944, $23 million or
14 percent higher than in 1943. This increase in 1944 reversed the
downward trend in evidence since 1934. However, the average rate
of interest paid continued to decline and was .87 percent in 1944,
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Earnings by size of bank. There was little relationship between
size of bank and the ratio of net profits to total capital accounts in
1944. Except for the fact that the 1,105 smallest banks, those with
deposits of $500,000 or less, had an average ratio of net profits after
income taxes to total capital accounts substantially below the ratios
of the larger banks, there appeared to be no relationship between
size of bank and the net profits ratio.

The fact that the small banks had the highest ratios of net operating
earnings to total assets, as shown in Table 23, was primarily due to
the larger proportion of earning assets held in the form of Government
securities and to their greater concentration of these holdings in short
term issues by the large banks. The higher ratio of net earnings to
total assets shown by the small banks was, however, counteracted
by their higher ratios of total capital accounts to total assets. As a
result, when net earnings are related to total capital accounts, the
smallest banks had the lowest ratios while the two groups of the
largest banks had the highest ratios.

Table 23. NET EARNINGS AND NET PROFITS RATIOS. OF INSURED
COMMERCIAL BANKS, 1944

BANKS GROUPED BY AMOUNT OF DEPOSITS

Ratios to total capital acecounts? | Ratio of net
i Number current
Size of bank o operating
banks! Net profits N:;esztril:g t earninggs to
after taxes earnings total assets?
ANl DanKS....o.ocvvineviianninanne, 18,177 9.46% 10.829; 0.65%
Banks with deposits of :

$500,000 orless, ......cocnuuunnn- 1,105 7.98 8.01 0.83
$500,000 to $1,000,000........... 2,578 9.82 9.73 0.77
$1,000,000 to $2,000,000.....,... 3,520 10.13 10.35 0.72
$2,000,000 to $5,000,000......... 3,378 9.59 10.16 0.67
$5,000,000 to $10,000,000........ 1,328 9.26 9.99 0.63
$10,000,000 to $25,000,000....... 742 9.21 10.12 0.60
$25,000,000 to $50,000,000....... 238 9.08 10.00 0.60
$50,000,000 to $100,000,000. ..... 129 9.65 11.55 0.58
More than $100,000,000.......... 159 9.49 11.27 0.66

1 Excludes banks submitting reports covering less than the full year's operations and trust companies
not engaged in deposit banking.

2 Total assets and total capital accounts are averages of figures for December 31, 1943, June 30,
1944, and December 30, 1944, for banks submitting reports to the Federal Deposit Insurance Corporation
and as of December 80, 1944, for other banks.

The same picture for rate of net profits is shown by Table 24
which shows the banks grouped by rate of net profits and amount
of deposits. About half of all insured commercial banks had net
profits in excess of 10 percent of average total capital accounts.
This proportion was closely approximated in each of the size groups
except for the smallest banks with deposits of $500,000 or less, and
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in this group only about one-third of the banks had net profits in
excess of 10 percent of average total capital accounts.

Table 24. DISTRIBUTION OF INSURED COMMERCIAL BANKS ACCORDING TO RATIO
OF NET PrOFITS TO TOTAL CAPITAL ACCOUNTS AND BY AMOUNT OF DEPOsITS, 1944

Banks with net profits after taxes per $100 of
total capital accounts of—2
All Banks
Size of bank bankst |With net
loss $0.01 $5.00 $10.00 | $15.00 | $20.00
to to to to or

$4.99 $9.99 $14.99 | $19.99 more
All banks!.............ccounnn 13,141 117 1,288 5,062 4,475 1,618 581

Banks with deposits of —
$500,000 orless. .............. 1,464 24 327 586 371 111 45
$500,000 to $1,000,000......... 2,843 23 295 1,078 939 355 153
$1,000,000 to $2,000,000. ...... 3,503 26 272 1,255 1,237 529 184
$2,000,000 to $5,000,000....... 3,080 28 227 1,160 1,138 402 125
$5,000,000 to $10,000,000. ..... 1,116 7 99 459 396 115 40
$10,000,000 to $25,000,000. . ... 661 6 46 804 218 68 19
$25,000,000 to $50,000,000. .. .. 206 1 8 98 78 15 6
$50,000,000 to $100,000,000. ... 127 2 9 52 47 13 1 4
More than $100,000,000........ 141 |0l 5 70 51 10 5

1 Excludes banks submitting reports covering less than the full year’s operations or materially

affected by

mergers.

2 Total capital accounts are averages of figures at beginning, mid-year, and year-end call dates.
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DEPOSITS IN COMMERCIAL AND MUTUAL SAVINGS BANKS

At the close of 1944, total deposits in commercial and mutual
savings banks in the United States and possessions amounted to
$142 billion, more than twice the amount five years earlier. Four-fifths
of the growth in deposits during the five years occurred in the latter
half of the period. From the end of 1939 to the middle of 1942 deposits
increased by $15 billion; during the next two and a half years to the
end of 1944 they increased by $59 billion. The large growth in deposits
since the middle of 1942 is the result of participation by the banks in
financing the Federal Government wartime deficit.

Growth in deposits by class of owner. About two-thirds of the
increase during the period, 1940-1944, in total deposits in commercial
and mutual savings banks was in deposits of individuals, partnerships,
and corporations. The bulk of the remainder, or more than one-fourth
of the total growth in deposits, occurred in deposits of the United
States Government. Deposits of States and political subdivisions, and
also interbank deposits, grew at a relatively moderate rate. The
amount of deposits owned by each of these groups, at each year-end
and mid-year during the 5-year period, is shown in Table 25. The
change in such deposits, by years, is shown in Table 26.

Table 25. DEPOsSITS IN COMMERCIAL AND MUTUAL SAVINGS BANKS IN THE
UNITED STATES AND POSSESSIONS, BY CLASS OF OWNER,
JUNE 30 AND DECEMBER 31, 1939-1944

(In millions of dollars)

ISJnited Statles anld Individ\ixlals, Cortified
tates political partnerships, ertifie
Date Total Interbank Government | subdivisions and checks ete.?
corporations!
1944—Dec. 30........ $142,077 $12,229 $20,834 $5,061 $102,586 $1,367
June 30........ 129,127 11,201 19,691 4,933 91,841 1,661
1943—Deec. 31........ 118,100 11,000 10,433 4,848 90,140 1,679
June 80........ 107,622 10,887 8,080 4,783 82,730 1,141
1942—Dec. 31........ 100,153 11,309 8,467 4,491 74,657 1,229
June 30........ 82,9872 10,2792
83,6014 10,893¢ 1,889 4,437 65,606 776
1941—Dec. 315, . 82,073 10,997 1,941 4,278 63,763 1,094
June 305, . 78,392 10,955 793 4,119 61,719 806
1940—Dec. 315.. 76,248 10,952 799 3,921 59,597 979
June 295 70,994 10,192 877 3,696 55,697 532
1939—Dec. 305 68,413 9,884 906 3,495 53,506 622

1 For 1942-1944, includes unclassified deposits in noninsured banks and total deposits in mutual
savings banks.

2 Certified and officers’ checks, cash letters of credit and travelers’ checks outstanding, and amounts
due to Federal Reserve banks.

s Excluding reciprocal deposits reported by insured commercial banks. These figures are comparable
with those for subsequent dates.

4 Including reciprocal deposits reported by insured commercial banks. These figures are comparable
with those for prior dates.

§ From reports of Comptroller of the Currency. Possessions included are Alaska, Hawaii, Puerto
Rico, and the Virgin Islands. Figures for total deposits differ slightly from those in the Annual Report
of the Federal Deposit Insurance Corporation, 1941, p. 122, which are not available by class of owner.

Note: Figures are rounded and will not necessarily add precisely to totals.
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Table 26. INCREASE IN DEPOSITS IN COMMERCIAL AND MUTUAL SAVINGS
BaNks, UNITED STATES AND POSSESSIONS, BY YEAR AND CLASS OF OWNER, 1940-1944

United States and | 1ndividuals, e
Year Totalt Inter; States political partnerships, | Certified
banlk Government | subdivisions and checks ete.
corporations

Amount of increase
(thousands of dollars)

$74,189 |  $2,871 $19,928 $1,565 $49,081 $745
23.977 1,229 10,400 213 12446 Z312
17,947 2309 1,967 357 15,482 450
18,605 837 6,526 213 10,894 135
5,825 46 1,142 356 4,167 115
7,835 1,068 2108 126 6,091 357
1089 299, 2,201%, 459 929 1209

20 11 100 1 14 -19

18 -3 23 8 21 37

23 8 336 5 17 12

8 (@) 143 9 7 12

11 i1 “12 12 11 57

1 Increase for 1944 and 1943 computed from figures excluding reciprocal deposits reported by insured
commercial banks; increase for 1942, 1941 and 1940 computed from figures including reciprocal deposits.
2 Less than one-half of 1 percent.

NortE: Figures are rounded and will not necessarily add precisely to totals.

The rate of growth in deposits of the United States Government
was far higher than the rate of growth in the deposits of individuals,
partnerships, and corporations. The latter nearly doubled during the
b-year period, rising from $54 billion to $103 billion; the former
increased by more than 20-fold, rising from less than $1 billion to
nearly $21 billion. The growth in the deposits of the United States
Government represents primarily the larger cash balance needed in
connection with the greatly increased expenditure of the Government
in wartime. However, the growth in bank deposits owned by the
Government has been relatively greater than the growth in its ex-
penditure. In 1939, the amount of Government deposits in com-
mercial and mutual savings banks was less than 10 percent of its
annual expenditure. For 1944 the deposit balance of the Government
averaged about 15 percent of its annual expenditure.

Relation of deposit growth to war finance. The growth in
total deposits is an accompaniment of the acquisition of additional
assets by the banks. During the war period the assets acquired by the
banks have consisted almost exclusively of United States Government
obligations, and in the defense period chiefly of such obligations.

From the end of 1939 to the middle of 1942 the net increase in
assets of commercial and mutual savings banks (excluding balances
with other banks) amounted to $14.4 billion, of which three-fourths
consisted of United States Government obligations; from the middle
of 1942 to the end of 1944 the net increase amounted to $59.0 billion,
of which’95 percent consisted of United States Government obligations
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and 4 percent of currency and reserve balances at Federal Reserve
banks. In the latter period the increase in assets of Federal Reserve
banks, accompanying the increase in commercial bank reserves and
the issue of currency, also consisted of United States Government
obligations,

From the middle of 1942 to the end of 1944 the net increase in bank
assets other than United States Government obligations, reserves at
Federal Reserve banks, and currency was less than the increase in
the banks’ capital accounts and miscellaneous liabilities. The increase
in deposits was therefore slightly smaller than the increase in the
banks’ holdings of Government obligations and of other assets based
on such holdings. The amount of increase in deposits, other than
interbank, was $57.1 billion; the increase in Government obligations
and assets based on such obligations was $58.3 billion (see Table 27).

Table 27. ASSETS ACQUIRED BY COMMERCIAL AND MUTUAL SAVINGS BANKS
IN THE UNITED STATES AND POSSESSIONS, 1940-1944

(In millions of dollars)

Dec. 30, 1939, | June 30, 1942, | Dec. 30, 1939,

Assets, capital and liabilities to to to
June 30, 1942 | Deec. 30, 1944 | Dec. 30, 1944

United States Government obligations.......... $10,878 $55,941 $66,819
Other loans and investments and miscellaneous

BT T P 1,739 —649 1,090
Currency and reserves with Federal Reserve banks! 967 2,317 3,284
Float (cash items in process of collection)........ 816 1,370 2,186

Total assets acquired, excluding balances
with other banks...............oo0ie 14,400 58,979 73,379

Deduct: Increase in capital accounts and miscel-
laneous liabilities. ........... ... oo 386 1,446 1,832

Balance....oouvriiniitiiiansiniieniians 14,014 57,533 71,547
Increase in deposits other than interbank.... 14,180 57,139 71,319

1 From the end of 1939 to the middle of 1942 the increase in assets of Federal Reserve banks con-
sisted primarily of gold so that the increase in currency and reserves held by commercial banks was
based primarily upon gold; during the period from the middle of 1942 to the end of 1944 the assets ac-
quired by the Federal Reserve banks consisted almost exclusively of United States Government obliga-
tions so that for this period the increase in currency and reserves of commercial banks was based primarily
on those obligations.

Sale of Government obligations affects bank deposits in different
ways depending upon the identity of the buyers and sellers. When
Government obligations are sold by the Treasury directly to in-
dividuals or business enterprises, the immediate effect is to reduce
the deposit balances of individuals, partnerships, and corporations
and to increase the deposits of the Federal Government, leaving total
deposits unchanged. As expenditures are made by the Government
the balance is transferred back to individuals. When Government
obligations are sold by the Treasury directly to banks an expansion
takes place in the deposits of the Federal Government with no reduc-
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tion in the deposits of others, so that total deposits are increased. As
the Government spends the money this increase is transferred to the
accounts of individuals, partnerships, and corporations. When banks
purchase Government obligations previously held by other investors
an increase takes place in the deposits of individuals, partnerships,
and corporations, with a corresponding rise in total deposits.

Some of these aspects of the acquisition of Government obligations
by the banks and the accompanying creation of bank deposits are
markedly influenced by the timing of the bond drives. Other aspects
of the flow of deposits from the Government to individuals and
business and from the latter to the Government (particularly Govern-
ment expenditures and the payment of taxes) have little relation to
the timing of the bond drives or of the purchase of Government
obligations by banks. For these reasons substantial differences may
appear, for short periods, between the amount of Government obliga-
tions purchased by the banks and the amount of growth in the de-
posits of individuals, partnerships, and corporations. However, for
the war period as a whole the entire amount of United States Govern-
ment obligations acquired by commercial and mutual savings banks,
and also the amount of Government obligations acquired by Federal
Reserve banks which is accompanied by increased reserve balances
in those banks, will appear in the growth of deposits of individuals,
partnerships, and corporations—except to the extent that the Govern-
ment maintains a larger cash balance, in the form of deposits in
commercial and mutual savings banks, in the postwar than in the
prewar period.

Change in deposits of individuals, partnerships, and cor-
porations by regions and States., For the entire nation, excluding
territories and possessions, the growth in the deposits of individuals,
partnerships, and corporations from the end of 1939 to the end of
1944 amounted to $49 billion, or 91 percent. Three-fourths of this
increase occurred during the latter half of the 5-year period.

The increase in deposits of individuals, partnerships, and cor-
porations has not been uniform throughout the country. The growth
has been relatively highest in the southern and western part of the
nation, and relatively lowest in the northeast.

The accompanying map (Chart E) shows the percentage change in
deposits of individuals, partnerships, and corporations in each State
during the 214 year period from the middle of 1942 to the end of 1944.
In Table 28 the amount of these deposits in each State is shown for
the three dates, December 30, 1939, June 30, 1942, and December 30,
1944, with percentage changes for each of the 214 year periods between
these dates, and for the 5-year period.
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Table 28. DEPOSITS OF INDIVIDUALS, PARTNERSHIPS, AND CORPORATIONS IN
COMMERCIAL AND MUTUAL SAVINGS BANKS, BY FDIC DiSTRICT AND STATE

Amount (millions of dollars)

Percentage change

FDIC District and State
Dec. 30, | June 30, | Dec. 30, Dec.t;939 Juneto1942 Dec.t01939
1939 1942 1944 | June 1942 | Dec. 1944 | Dec. 1944
United States (excluding

possessions) .............. $53,358 $65,326 | $102,045 229, 569, 919
District 1—total............ 6,190 7,004 9,261 13 32 50
Maine.........ooiniennnnn 311 346 516 11 49 66
New Hampshire............ 267 291 381 9 31 42
Vermont.......oocveveunn.. 162 172 235 6 36 45
Massachusetts. . ........... 3,695 4,124 5,308 12 29 44
Rhode Island.............. 470 550 746 17 36 59
Connecticut. . ............. 1,284 1,520 2,075 18 36 62
District 2—total............ 20,058 23,197 30,327 16 31 51
New York......oovvvunnnn. 17,936 20,744 26,573 16 28 48
New Jersey. . 1,891 2,187 3,374 16 b4 78
Delaware............ e 230 266 379 15 43 65
District 3—total........ . 6,834 8,320 12,330 22 48 80
Ohio..........vcvivvnnnnn 2,192 2,974 4,872 36 64 122
Pennsylvania.............. 4,642 5,346 7,457 15 40 61
District 4—total............ 2,258 2,990 5,011 32 68 122
Maryland. ................ 756 876 1,334 16 52 7
Virginia........ovvinnnnn.. 493 695 1,102 41 59 123
‘West Virginia.............. 250 328 529 31 62 112
North Carolina............. 315 447 961 42 115 205
South Carolina............. 124 179 392 44 119 216
Dist.of Col................ 322 465 693 44 49 115
District 5—total............ 1,374 1,973 4,098 44 108 198
Georgia.....ooovenennnnann. 344 507 1,007 48 98 193
Florida.................... 282 417 979 48 135 248
Alabama.................. 243 394 756 62 92 211
Mississippi. .. ............. 163 206 459 27 123 182
Louigiana.................. 343 449 897 31 100 162
District 6—total. ........... 1,937 2,530 4,587 31 81 137
Kentucky................. 383 457 92 19 102 141
Tennessee. ..........0vuue. 387 529 1,035 37 96 167
Missourf....oocoenunnn.... 1,019 1,321 2,158 30 63 112
Arkansas...............00. 148 224 471 51 111 219
District 7—total............ 2,887 3,933 7,178 36 83 149
Indiana................... 745 999 1,863 34 87 150
Michigan.................. 1,331 1,938 3,485 46 80 162
Wigconsin. ......oovevuen.. 811 997 1,830 23 84 126
District 8—total............ 3,950 5,084 8,214 29 62 108
Hlinois. .......oovvivuunnn. 3,425 4,389 6,936 28 58 103
Towa......oviiiiiivnnnnnn. 525 695 1,278 32 84 143
District 9—total. ........... 1,023 1,213 2,399 19 98 135
Minnesota................. 766 886 1,584 16 79 107
North Dakota............. 68 93 284 36 206 317
South Dakota.............. 73 100 226 38 125 210
Montana.................. 116 133 306 15 129 164
District 10—total. .......... 1,140 1,511 3,154 33 109 177
Nebragska.................. 235 311 688 33 121 193
Kansas.............o0v0uns 280 403 911 44 126 226
Oklahoma..........c..o... 302 396 774 31 95 156
Colorado............c...... 270 339 651 26 92 141
Wyoming........covvenenn. 53 62 130 18 108 145
District 11—total........... 1,198 1,698 3,563 42 110 197
TeXas. .voureununrnoeenanes 1,077 1,533 3,172 42 107 194
New Mexico. ...ovvvunnenn. 46 62 166 34 150 235
Arizona...........c.0iee.nn 74 102 236 38 131 218
District 12—total........... 4,509 5,873 11,922 30 103 164
Idaho........oovvvinunnn.. 79 103 278 31 169 252
Utah......ooviiiinina.,. 122 162 340 33 110 180
Nevada..............o0000 33 53 96 59 80 186
Washington................ 475 718 1,541 51 115 224
Oregon. ....oeveeveonnnanen 263 383 88 46 131 236
California. . ...oovvvennun.. 3,587 4,454 8,783 26 97 148

NoTE: Figures are rounded and will not necessarily add precisely to totals.
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Table 29 shows the percentage growth of deposits of individuals,
partnerships, and corporations by Federal Deposit Insurance Cor-
poration districts listed according to rate of growth.

Table 29. PERCENTAGE INCREASE IN DEPOSITS OF INDIVIDUALS, PARTNERSHIPS,
AND CORPORATIONS, 1940-1944, BY FDIC DISTRICT

FDIC Dec. 30, 1939, | June 80, 1942, | Dec. 30, 1939,
District States to to to
No. June 30, 1942 Dec. 30, 1944 | Dec. 30, 1944

5. Georgia, Florida, Alabama, Mississippi,

Louisiana......c.oovvrveeriearennnn 449, 108% 1989,
11. Texas, New Mexico, Arizona.......... 42 110 197
10.  Nebraska, Kansas, Oklahoma, Colorado,
Wyommg .......................... 33 109 177
12.  Idaho, Utah, Nevada, Washington, Ore-
gon, California..................... 30 103 164
7. Indiana, Michigan, Wisconsin.......... 36 83 149
6. Kentucky, Tennessee, Missouri, Arkansas 31 81 187
9. Minnesota, North Dakota, South
Dakota, Montana.......o.evevvenns 19 98 135

4. Maryland, Virginia, West Virginia,
North Carolina, South Carolina, Dis-

trict of Columbia.. 32 68 122
8. Tllinois, Towa. . .....covviuvnnvennnn. 29 62 108
3. Ohio, Pennsylvania................... 22 48 80
2. New York, New Jersey, Delaware...... 16 31 51
1. Maine, New Hampshire, Vermont,

Massachusetts, Rhode Island, Con-

necticut....... .. ol 18 32 50

The wide variation in the growth of these deposits in the various
regions and States is due to numerous factors, among which the fol-
lowing may be mentioned: the location of factories producing ma-
terials for military purposes, the relatively rapid growth in prices
of farm products, the geographic incidence of Federal taxation, and
the geographic distribution of bond purchases.

Some of the wartime conditions which influence the relative growth
of deposits have also had a similar influence on the income of the
people of the various geographic regions. The percentage increases
by States in income payments from 1939 to 1944 are compared in
Chart F with the change in the deposits of individuals, partnerships,
and corporations from the close of 1939 to the close of 1944.1 In the
dominantly agricultural States the rate of growth in deposits was
higher than in income payments, while in dominantly industrial
regions the rate of increase in deposits was smaller than in income
payments. The industrial population has continued during the war
to purchase the chief products of the agricultural regions and has

1 Income payments are from the Survey of Current Business, June 1943 and August 1945,
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Table 30. GOVERNMENTAL DEPOSITS IN COMMERCIAL AND MUTUAL SAVINGS
BANKS, BY FEDERAL DEPOSIT INSURANCE CORPORATION DISTRICT AND STATE

United States Government States and palitical subdivision
FDIC District and State Amount (millions) | percentage| Amount (millions) Percentage
increase increase
Diec. 30, | Dec. 30, 1939 to Dec. 30, [ Deec. 30, 1939 to
1939 1944 1944 1939 1944 1944
United States (excluding
possessions).............. $899 $20,763 2119, $3,467 $5,047 46%
District 1—total............ 38 1,424 3684 172 245 43
Maine.........coovuuennn. 2 47 1882 9 17 75
New Hampshire............ 1 31 2303 7 11 50
Vermont........ovvvunnnn. 1 15 2159 4 6 47
Massachusetts. . .....o..uu. 26 931 3539 96 149 55
Rhode Island.............. 1 114 9103 17 19 9
Connecticut............... 6 286 4312 38 44 18
District 2—total............ 192 8,739 4460 760 835 10
New York.......oevvvennnn 165 8,105 4810 581 599 3
NewJersey......cvvenvenn. 2b 574 2181 173 220 27
Delaware...........covvnnn 1 60 4197 6 16 168
District 3—total............ 145 2,055 1322 397 489 23
Ohio.....vcvnvnenenenn een 30 836 2729 169 264 50
Pennsylvania.............. 115 1,219 960 228 235 3
District 4—total., ........... 58 1,110 1822 185 329 78
Maryland. . .......coovne. 36 371 927 45 59 32
Virginia.....ooovieeenena. 8 239 2977 39 66 70
West Virginia.............. 5 118 2475 22 42 93
North Carolina............. 7 224 3218 52 116 122
South Carolina....... [P 1 51 6571 27 45 64
Dist.of Coleooovvivvnannt. 2 107 5943 1 1 22
District 5—total............ 59 588 892 217 411 89
Georgia. .ovevuennnnan e 17 156 832 35 79 125
Florida...o.ovvveinenannnnn 10 150 1377 53 108 103
Alabama.................. 8 107 1180 33 85 156
Mississippl. v vovevsennasns 4 58 1620 29 650 70
Louisiana....cocvvuenenann. 20 117 473 67 90 35
District 6—total 54 792 1369 176 325 84
Kentucky. ... 144 1789 29 50 71
Tennessee 19 196 924 39 76 95
Missouri. 25 402 1486 88 154 5
Arkansas. .. 2 50 2738 20 44 123
District 7—total 64 1,136 1663 273 444 63
Indiana. 21 1258 108 172 58
Michigan. 28 547 1835 121 195 62
‘Wisconsin. ... 15 306 1894 43 ki i
District 8—total 98 1,977 1908 356 489 37
Ilinois 94 1,758 1773 281 347 24
Towa......... 5 219 4632 76 142 88
District 9—total 7 486 6960 128 222 73
Minnesota.... 399 7578 83 103
North Dakota ® 31 6701 4 62 1071
South Dakota.. - 1 25 3992 20 28 37
Montana........... Ceee. 1 30 4834 20 39 97
District 10—total. .......... 23 435 1761 196 310 58
Nebraska........oo0vuen. .. 3 109 3141 29 87 31
Kansas..... 8 119 1386 82 142 72
Qklahoma. . 10 125 1145 57 95 66
Colorado.........cvvuvunnn 2 69 4329 17 22 25
Wyoming.....ooovivennnnn. O] 12 3051 10 14 33
District 11—total........... 41 557 1251 165 253 54
TeXag. .vuer i, 40 516 1177 136 215 58
New Mexieo...oovvvvvinnnn, 1 15 2340 15 20 30
Arizona. ......ooeiiiininn ® 26 | 11086 13 18 37
District 12—total . . ......... 119 1,463 1126 442 696 57
Idaho......c.coevviivinnn. 1 25 4146 17 25 46
Utah......oovvvevenana., ) 37 | 13934 19 27 46
Nevada................... ® 11 5151 6 11 103
‘Washington................ 8 274 3450 38 91 140
Oregon. .....ooveneennnnn.. 6 123 1805 25 72 190
California. ........coovut 104 993 854 338 469 89

1Tesg than $500,000. NoOTE: Figures are rounded and will not necessarily add precisely to totals.
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paid higher prices for those products, while purchases of industrial
products by the agricultural population have been curtailed by the
diversion of industrial production to war supplies.

CHART F

PERCENTAGE INCREASES, 1939 T0 1944, IN
INCOME PAYMENTS, AND IN DEPOSITS OF INDIVIDUALS,
PARTNERSHIPS, AND CORPORATIONS, BY STATES
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Change in governmental deposits by regions and States.
Deposits in commercial and mutual savings banks owned by govern-
ments—Federal, State, and local-—at the end of 1944 were nearly
six times as large as at the end of 1939. For the 5-year period deposits
of the United States Government increased by nearly $20 billion,
and those of States and their political subdivisions by less than $2
billion. About 95 percent of the increase in United States Government
deposits occurred during the second half of the period.

The amounts of Federal and other governmental deposits, respee-
tively, held by commercial and mutual savings banks in each region
and State on December 30, 1939, and December 30, 1944, are shown
in Table 30. Percentage changes for the 5-year period are also given.
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Table 31. INTERBANK DEPOSITS IN COMMERCIAL AND MUTUAL SAVINGS BANKS, BY
FEDERAL DEPOSIT INSURANCE CORPORATION DISTRICT AND STATE

Amount (millions of dollars) Percentage change?
FDIC District June 30, 1942, with

£ ’ » W Dec. 30, | June 30, | Dec. 30,

and State Dec. 30, | reciprocal deposits | Dec. 30, | 1939, to | 1942, to | 1939, to

19391 19442 June 30, | Dec. 30, | Dec. 80,

Included | Excluded 1942 1944 1944

United States....... $9,880 $10,891 $10,277 $12,228 109, 199, 31%
District 1—total. ... 416 457 435 402 10 -8 2
Maine............ 8 10 10 9 22 ~12 7
New Hampshire. ... 6 6 6 7 -6 19 12
Vermont.......... 1 1 1 1 5 36 42
Massachusetts. . ... 353 382 362 333 8 -8 -1
Rhode Island...... 11 13 12 12 22 5 28
Connecticut....... 37 45 44 40 20 -9 10
District 2—total. ... 4,686 4,322 4,250 4,278 -8 1 -7
New York......... 4,640 4,278 4,212 4,235 -8 1 -7
New Jersey........ 42 41 35 40 —4 15 10
Delaware.......... 3 4 3 3 31 .. 31
District 3—total. ... 942 1,014 904 971 11 7 19
hio.cvvenvnnnnne, 201 279 251 323 39 28 78
Pennsylvania. ..... 741 736 653 648 -1 -1 -1
District 4—total. ... 388 502 435 614 29 41 83
Maryland......... 119 117 105 116 -1 11 10
Virginia,.......... 87 123 109 157 42 43 103
West Virginia...... 15 26 26 37 76 40 146
North Carolina..... 125 169 139 234 35 68 127
South Carolina..... 10 16 12 23 51 92 191
Dist. of Col........ 32 51 42 47 58 11 75
District 5—total. ... 340 482 416 711 42 71 142
i . 160 150 127 210 49 65 146
63 100 89 160 59 81 186
45 68 b6 78 53 40 113
14 19 18 58 40 224 366
118 145 126 205 22 63 99
District 6—total. ... 691 970 896 1,285 40 43 101
Kentucky. ... 64 112 102 15 73 48 155
Tennessee. 127 201 176 302 59 71 172
Missouri. . 470 613 678 767 30 33 73
Arkansas. . 30 44 40 65 48 64 142
District 7—total. ... 284 369 357 440 30 23 60
Indiana........... 76 104 101 129 36 28 74
Michigan e 127 158 153 180 24 18 47
‘Wisconsin 80 107 103 131 33 27 69
District 8—total. ... 1,004 1,273 1,226 1,412 27 15 46
Illinois. ...covuune. 944 1,172 1,127 1,297 24 15 43
Towa...ocoveninnn. 60 101 99 114 68 16 95
District 9—total. ... 177 250 238 328 41 37 94
Minnesota.... . 158 220 211 280 40 83 86
North Dakot: 8 8 13 197 56 362
South Dakota 7 6 8 55 29 99
Montana. .... 12 13 13 26 14 102 131
District 10—total 240 338 313 516 41 65 132
Nebraska. . 65 98 95 145 52 63 132
Kansas.... 39 65 59 100 68 70 187
Oklahoma. . 79 99 88 163 25 84 131
Colorado.......... 51 69 65 97 35 48 100
Wyoming.......... 6 6 6 11 6 85 97
District 11—total. .. 321 3n 358 685 22 92 134
TexXas....coovvanen 316 384 351 673 21 92 133
New Mexico....... 3 5 4 9 58 108 230
Arizona....... e 2 3 3 4 63 44 134
District 12—total. .. 391 522 449 586 34 30 74
Idaho......... e 3 4 3 6 26 59 101
Utah..... RN 22 31 29 47 42 61 129
Nevada........... 1 1 1 1 40 -38 -13
Washington........ 52 6 63 89 46 42 107
Oregon............ 23 33 28 39 40 41 98
California......... 290 377 324 403 30 24 62
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Change in interbank deposits by State. The rate of growth in
interbank deposits during the period from the end of 1939 to the
middle of 1942 was less than one-half, and during the period from
the middle of 1942 to the end of 1944 approximately one-third, of
the rate of growth in deposits owned by individuals, partnerships, and
corporations. However, in both periods the variation among the States
in rate of growth was greater in interbank deposits than in the deposits
of individuals, partnerships, and corporations. This is not remarkable,
since interbank deposits are directly affected by the flow of payments
throughout the nation and for this reason are particularly volatile.
From the end of 1939 to the middle of 1942 the percentage change
in interbank deposits ranged from a loss of 8 percent in New York
to an increase of 197 percent in North Dakota. From the middle of
1942 to the end of 1944 the percentage change varied from a decline
of 38 percent in Nevada to an increase of 224 percent in Mississippi.
The figures for each State are given in Table 31.

A comparison, for the 5-year period from the end of 1939 to the
end of 1944, between the change in interbank deposits and that in
deposits of individuals, partnerships, and corporations in each State
is given in Chart G. This chart indicates a fairly close relation between
the growth in the two categories of deposits. The northeastern part
of the United States, in which the rate of growth in deposits of in-
dividuals, partnerships, and corporations has been the lowest, is the
area with the smallest growth in interbank deposits; while the growth
in interbank deposits has been most rapid in the southern and western
region in which the growth in deposits owned by individuals, partner-
ships, and corporations has been the highest.

ToTAL, MONEY SUPPLY

Deposits in commercial and mutual savings banks are the major
part of the nation’s means of payment, or money supply. Checks on
demand deposit accounts are used directly in the business transactions
of the people of the nation. Time and savings deposits are held largely
as available reserves should need arise for an additional amount of
cash, or means of payment. However, bank deposits do not constitute
all the nation’s means of payment. Currency, including silver and
minor coins, is used for many transactions; the United States Govern-
ment maintains checking accounts with Federal Reserve banks; and

Footnotes to Table 31:

1 Includes reciprocal deposita.

2 Excludes reciprocal deposits in insured commercial banks.

3 Change for December 30, 1939, to June 30, 1942, derived from figures including reciprocal de-
posits; for June 30, 1942, to December 30, 1944, from figures excluding reciprocal deposits. Change
from c]lDecember 80, 1939, to December 30, 1944, derived from the percentage changes for the two shorter
periods.

Norte: Figures are rounded and will not necessarily add precisely to totals.
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CHART G

PERCENTAGE INCREASES, 1939 1O 1944, IN
INTERBANK DEPOSITS AND IN DEPOSITS OF INDIVIDUALS,
PARTNERSHIPS, AND CORPORATIONS, BY STATES
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deposits in the postal savings system are essentially similar to savings
deposits in banks. On the other hand, one class of bank deposits—
interbank—is customarily excluded from the total money supply
in order to avoid double counting.

Total money supply. At the close of 1944 the total money supply
of the nation, understood as the total of deposits and currency other
than those owned within the banking system, amounted to $156
billion. This figure is made up of the following items:

Billions of dollars Percent of total

Total MONey sUPPIY. ...ooviiiiiiiiiiiieiireierienes $156.4 1009,
Deposits in commercial and mutual savings banks........ 129.9 83
Deposits in the postal savingssystem..........co0vvinen 2.3 2
U. S. Treasury deposits in Federal Reserve banks........ 4
Currency outside banks. .........cooivvvrvrinecninnnes 23.8 15

At the end of 1939 the total money supply amounted to $67 billion.
The increase during the five years, 1940-1944, was $90 billion, or
$134 percent. The amounts on each June 30 and December 31 during
this period are shown in Table 32.

Table 32. TOTAL DEPOSITS AND CURRENCY, EXCLUDING INTERBANK OBLIGATIONS,
JUNE 30 AND DECEMBER 31, 1939-1944

(In millions of dollars)

Deposits in Deposits U. 8. Treasury Currency
Date Total commercial in postal deposits in outside
and mutual savings Federal banks!
savings banks system Reserve banks
1944—Dec. 80..... $156,388 $129,847 $2,342 $440 $23,759
June 80..... 141,677 117,926 2,034 650 21,06
1943—Dec. 81..... 128,490 107,100 1,788 579 19,023
June 80..... 114,742 96,734 1,577 455 15,976
1942—Dec. 81. .... 105,084 88,844 1,417 799 14,024
June 30..... 85,326 72,708 1,316 290 11,012
1941—Dec. 31..... 82,917 71,076 1,314 867 9,660
June 30..... 717,960 67,437 1,304 980 8,239
1940—Dec. 81..... 74,387 65,296 1,304 368 7,369
June 29..... 69,072 60,802 1,293 234 6,743
1939—Deec. 30..... 66,887 58,529 1,279 634 6,445

1 Includes Treasury cash other than gold.

Ownership of the money supply. Of the total money supply at
the end of 1944, over $26 billion was owned by governments—Federal,
State, and local. The remaining $130 billion may be treated as the
money supply of individuals and business, including religious, civic,
and other organizations. This figure is somewhat exaggerated, since
it includes deposits of foreigners in commercial and mutual savings
banks in the United States, currency owned by State and local
governments, United States currency held in foreign countries, and
probably some currency which has been destroyed. Table 33 shows
how much of the money supply was owned by governments, and how
much by business and individuals, on each June 80 and December 31,
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from the end of 1939 to the end of 1944, and also the change in each
category during each six months of the 5-year period.

Table 33. ToTAL DEPOSITS AND CURRENCY, EXCLUDING INTERBANK OBLIGATIONS,
JUNE 30 AND DECEMBER 31, 1939-1944, BY CrASsS OF OWNER

(In millions of dollars)

Change during 6 months
Owned by—
Owned by—
Date Total

- Total -
Govern- | Individuals Govern- | Individuals

ment! an ment an

business? business

1944—Dec. 30 $156,388 $26,588 $129,800 $14,711 $1,228 $13,483
June 30. .. 141,677 25,360 116,317 13,187 9,314 3,873
1943—Deec. 31 128,490 16,046 112,444 13,748 2,566 11,182
June 30. . 114,742 13,480 101,262 9,658 —3565 10,013
1942—Deec. 31. . 105,084 13,835 91,249 19,758 7,143 12,615
June 30 85,326 6,692 78,634 2,409 ~439 2,848
1941—Dec. 31 82,917 7,181 75,786 4,957 1,204 3,753
June 30. . 77,960 5,927 72,033 3,623 795 2,828
1940—Dec. 31. . . 74,337 5,132 69,205 5,265 281 4,984
June 29.... 69,072 4,851 64,221 2,185 —228 2,413
1939—Dec. 30 66,887 5,079 61,808 [

1 Includes deposits of the United States Government and of States and their political subdivisions
in commercial and mutual savings banks; United States Treasurer’s general account in Federal Reserve
banks, and Treasury cash other than gold.

2 Includes deposits of individuals, partnerships, and corporations, and certified checks, ete., in
commercial banks; total deposits in mutual savings banks; deposits in the postal savings system; and
curreney outside the Treasury and banks.

Of the increase in the money supply during the five years, $22
billion oceurred in the amount owned by governments, chiefly the
Federal Government, and $68 billion in the amount owned by in-
dividuals and business. By years the growth in deposits and currency
of individuals and business is as follows:

Billions of dollars Percent

$68.0 1109
17.3 15
21.2 23
16.5 20

6.6 10
74 12

Types of deposits and currency owned by individuals and
business. Of the $130 billion of deposits and currency owned by
individuals and business at the end of 1944, $67 billion was in the
form of demand deposits in commercial banks, $40 billion in savings
deposits in commercial and mutual savings banks and the postal
savings system, and $23 billion in the form of currency. The dis-
tribution for year-end and mid-year dates for the preceding five years
is shown in Chart H.

During the 5-year period, 1940-1944, the portion of the deposits
and currency owned by individuals and business which was in the
form of currency increased from 10 to 18 percent. The portion held
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in demand deposits rose from 47 to 51 percent, and that in the form
of time deposits declined from 43 to 30 percent. For the three war
years, and also for the entire 5-year period, about one-fourth of the
increase in deposits and currency owned by individuals and business
was in the form of currency. The figures are given in Tables 34 and 35.

CHART H

DEPOSITS AND CURRENCY OWNED BY INDIVIDUALS
AND BUSINESS, BY TYPE
1939 - 1944
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Table 34. CLASSIFICATION OF DEPOSITS AND CURRENCY
OWNED BY INDIVIDUALS AND BUSINESS, 1939-1944

Amount (millions of dollars) Percentage of total in—
Date Time and | pPemand Time and | Demand
Total savings | doposits? | Currency® | savings | gepogsits | Currency
deposits! deposits
1944—Dec. 30....| $129,800 $39,532 $66,762 $23,505 309, 519, 189,
June 30....| 116,317 35,440 59,996 | - 20,881 30 52 18
1943—Dec. 31....| 112,444 32,462 61,145 18,837 29 54 17
June 30....1 101,262 29,950 56,499 15,814 30 56 16
1942—Dec. 31. ... 91,249 28,097 49,205 13,946 31 54 15
June 30. ... 78,634 26,863 40,834 10,936 34 52 14
1941—Deec. 81. ... 75,786 217,319 388,852 9,615 36 61 13
June 30. ... 72,033 27,497 36,333 8,204 38 50 11
1940—Dec. 31. ... 69,206 27,304 34,575 7,326 39 50 11
June 29.... 64,221 27,048 30,474 6,699 42 47 10
1939—Dec. 30.... 61,808 26,613 28,798 6,401 43 47 10

i Includes all deposits in mutual savings banks and the postal savings system.

2 Includes certified checks, etc., and unclassified deposits in noninsured commercial banks.

3 Currency outside banks and the United States treasury. Currency held abroad and by State and
local governments is included.

Nore: Figures are rounded and will not necessarily add precisely to totals,
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Table 35. ANNUAL INCREASE IN DEPOsSITS AND CURRENCY
OWNED BY INDIVIDUALS AND BUSINESS, 1940-1944

Amount (billions of dollars) Percentage of increase in—
Year Time and | Demand Time and | pemand
Total savings deposits | Currency | savings deposits | Currency
deposits deposits

Total............ $68.0 $12.9 $38.0 §17.1 199, 56% 25%,
1944 ... ..ol 17.4 7.1 5.6 4.7 41 32 27
1943......00vett 21.2 4.4 11.9 4.9 21 56 23
1942, .......... 0 15.5 .8 104 4.3 5 67 28
19410t 6.6 [...o.0c... 4.3 23 ..l 65 35
1940, .. .vvvvvnn.. 7.4 7 5.8 9 9 78 13

Norte: Figures are rounded and do not necessarily add precisely to totals.

The increase in the proportion of business and individual cash
balances held in the form of currency is due to various factors, in-
cluding the following: the relatively large rise in incomes of wage-
earners, many of whom have not been accustomed to maintain
checking accounts; the inconvenience of cashing checks under wartime
conditions and the inconvenience of charge accounts under consumer
credit restrictions; the movement of population and difficulties in
establishing bank accounts and charge accounts in new places; illegal
transactions such as “black market” sales; and the stimulus to tax
evasion resulting from high tax rates.
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FEDERAL LEGISLATION RELATING TO INSURED BANKS
OR THE CORPORATION

INTERNAL REVENUE COLLECTORS—CHECKS AND MONEY ORDERS

[PuBLic LAw 541—78TH CONGRESS]
[CHAPTER 672—2D SESSION}
{H. R. 5565]

AN ACT

To authorize collectors of internal revenue to receive certain checks and money
orders in payment of taxes and for revenue stamps.

Be it enacted by the Senale and House of Representatives of the Uniled Slates of
America in Congress assembled, That section 3656 of the Internal Revenue Code
(relating to payment of taxes by check) is amended to read as follows:

“SEC. 3656. PAYMENT BY CHECK AND MONEY ORDERS.

““(a) CEBRTIFIED, CASHIERS’, AND TREASURERS’ CHECKS AND MONEY ORDER.—
“(1) AUTHORITY TO RECEIVE.—It shall be lawful for collectors to receive for
internal revenue taxes or in payment of stamps to be used in payment of internal
revenue taxes certified, cashiers’, and treasurers’ checks drawn on National and
State banks and trust companies, and United States postal, bank, express, and
telegraph money orders, during such time and under such regulations as the
Commissioner, with the approval of the Secretary, may prescribe.

“(2) DISCHARGE OF LIABILITY.—

““(A) Check Duly Paid.—No person who may be indebted to the United States
on account of internal revenue taxes or stamps used or to be used in payment
of internal revenue taxes who shall have tendered a certified, cashier’s, or
treasurer’s check or money order as provisional payment therefor, in ac-
cordance with the terms of this subsection, shall be released from the obligation
to make ultimate payment thereof until such certified, cashier’s, or treasurer's
check or money order so received has been duly paid.’

“(B) Check Unpaid.—If any such check or money order so received is not
duly paid the United States shall, in addition to its right to exact payment
from the party originally indebted therefor, have a lien for the amount of such
check upon all the assets of the bank on which drawn or for the amount of
such money order upon all the assets of the issuer thereof; and such amount
shall be paid out of its assets in preference to any or all other claims whatsoever
against said bank or issuer except the necessary costs and expenses of ad-
ministration and the reimbursement of the United States for the amount
expended in the redemption of the circulating notes of such bank.

“(b) OTHER CHECKS.—

‘(1) AUTHORITY TO RECEIVE.—Collectors may receive checks in addition to
those specified in subsection (a) in payment of taxes other than those payable
by stamp during such time and under such rules and regulations as the Commis-
sioner, with the approval of the Secretary, shall prescribe.

“(2) ULTIMATE LIABILITY.—If a check so received is not paid by the bank
on which it is drawn the person by whom such check has been tendered shall
remain liable for the payment of the tax and for all legal penalties and additions
to the same extent as if such check had not been tendered.”

Approved December 22, 1944.
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REPORT OF THE CORPORATION ON ABSORPTION
OF EXCHANGE CHARGES

LETTER TO THE CHAIRMAN, SENATE COMMITTEE ON
BANKING AND CURRENCY

April 27, 1944

HONORABLE ROBERT F. WAGNER, Chairman
Senate Committee on Banking and Currency
‘Washington, D. C.

My dear Senator:

As requested, we are pleased to submit herein the report of this Corporation on
S. 1642 entitled “A Bill to amend the Federal Reserve Act, as amended, to provide
that the absorption of exchange and collection charges shall not be deemed the
payment of interest on deposits”’. We recommend enactment of H. R. 3956, an
identical measure, which already has been passed by the House of Representatives.

‘While this legislation is in the form of an amendment of the existing law, the
primary issue before the House in its consideration of the Bill was what Congress
meant to include in the term *‘interest” in the 1933! and 19352 statutes prohibiting
payment of interest on demand deposits. As is obvious from the debates on the
Bill, the House concluded that in its opinion Congress never intended that ab-
sorption of exchange be included in the term ‘‘interest’”’. We share this view and
in our administration of the 1935 Act, in its application to non-member insured
banks, which substantially restates the provisions of the 1933 Act applicable to
member banks, we have so construed the law.

Historically the two practices are separate and distinet and the legislative history
of both Acts clearly shows that Congress intended to regulate payment of interest
only. The evils which these statutes were designed to correct, as the hearings and
the debates in Congress show, were attributed to actual interest payments and not
to absorption of exchange or other expenses for customers. At no place in the legis-
lative record of the present statutory provisions is there any mention of absorption
of exchange.

It is a fact, however, that as respects member banks, an administrative ruling
has been made which prohibits them from absorbing exchange and this ruling is
based solely upon the interest statute. If, therefore, the interest statute does not
extend to absorption of exchange, as we believe is clear as a matter of law, the ruling
is invalid for lack of legislative authorization. But while its invalidity seems clear,
it is nevertheless being actively and continuously enforced so that it will continue to
have the force of law unless Congress enacts the pending Bill which specifically
states that absorption of exchange is not interest. As the adverse impact of the ruling
is borne principally by non-member banks, judicial relief to test the correctness of
the ruling is not available, since these institutions have no standing to question
a ruling which does not by its terms apply to them, even though its full impact falls
upon them indirectly. Although enactment of the Bill merely declares and reaffirms
the intent of the present law, failure of passage means submitting to continued
enforcement of a ruling which lacks Congressional sanction.

1 Section 19 of the Federal Reserve Act, Act of June 16, 1933, ch. 89 sec. 11(b), 48 Stat, 181, sup-
plemented by Act of August 23, 1935, ch. 614, sec. 324(a), 49 Stat.
2 Act of August 283, 1986, ch 614 sec. 101, 49 Stat. 702.
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ABSORPTION OF EXCHANGE CHARGES 73

Opposition to the Bill has been solicited upon the ground that its passage means
a blow to par clearance of checks. But par clearance of checks was not deterred by
the practice of paying interest on demand deposits and the interest statute was not
designed to further par clearance, but was intended only to prevent attraction of
funds to money centers for use in stock market speculation. Desire to achieve more
wide-spread par clearance is not a sufficient reason for sustaining a ruling which
misapplies the interest statute. Opposition to enactment of the Bill on this ground
is a confession that the present law is not only being misconstrued but is being
misapplied to a field in which Congress has pointedly refrained from legislating
since in 1917 it expressly authorized member and non-member banks to charge
exchange on clearings through private commercial banking channels. (Section 13 of
the Federal Reserve Act, Act of June 21, 1917, ch. 32, sec. 4, 40 Stat. 234.)

Par clearance is pertinent to this legislation only because the prohibition against
absorption operates to force banks which charge exchange to clear at par. This
circumstance demonstrates that, in enacting the interest statutes, Congress did not
intend to affect absorption of exchange because the historic bitterness engendered
by the par clearance controversy is such that some mention of the problem would
have been made in the 1933 or 1935 Congressional considerations of the interest
laws. But no mention was made. Thus, while the effect of absorption on par clear-
ance may be pertinent to a discussion favoring the enactment of the Bill, it is not
a reason which may be advanced in opposition to its passage, unless the opposition
is prepared to sacrifice the constitutional supremacy of Congress in legislative
matters in order to strike a blow at non-par banking. Furthermore, while the defeat
of the Bill would be a direct blow at banks which charge exchange, the passage of
the Bill will not spread the practice of charging exchange to any greater degree
than has been marked the past 10 years. During this period, exchange has been
absorbed by banks desiring to do so, and the interest statute was not enforced
against exchange absorption, unless covertly, until the recent ruling (September
1943) defining absorption of exchange as interest. This was the first revival of the
issue after it had been laid to rest in 1937 following its brief and uncertain career
in that year. During this 10 year period, the number of banks charging exchange
has diminished until today only slightly more than 2500 institutions impose these
charges. How, then, ean the mere return to a practice so briefly interrupted tend
to increase the number of banks which charge exchange? If par clearance is jeop-
ardized by exchange absorption, we believe the facts should be fairly assembled
and the issue squarely and openly presented for Congressional consideration and
not resolved indirectly in the disguise of an interest ruling. But it must be said
that evidence thus far produced has consisted only of fearful apparitions of the
consequences of general departure from par clearance instead of facts indicating
that absorption of exchange threatens par clearance.

Opposition to the Bill is also being drummed up on the false premise that ab-
sorption of exchange has led to diversion of funds from “normal” banking channels
and to ‘‘unsound banking” conditions. The facts submitted in the cases cited during
the hearings on the Bill to the House Committee on Banking and Currency where
these charges were made do not support these conclusions. In five of the seven
cases we have received information from the banks involved showing affirmatively
that banking funds have not been diverted from “normal” banking channels and
unsound banking conditions have not arisen as the result of exchange absorption.
If such conditions do occur, ordinary supervisory methods can easily effect timely
corrections, Here again the fact that unsound practices have not resulted from actual
experience in absorption of exchange charges during the past ten years is submerged
in the dreadful descriptions of possible consequences, which are wholly imaginary.
Care must be exercised that the opprobrious connotations of the terms “unsound”
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banking and ‘““‘unnatural’’ balances are not accepted as substitutes for facts to show
that absorption of exchange has produced either consequence.

It should be observed that exchange charges have been singled out as the one
expense which banks may not absorb for depositors without violating the interest
law, while other expenses may be absorbed with approval. The distinction is rested
on the theory that exchange charges are “out-of-pocket’ expenses. The term ‘‘out-
of-pocket” expenses has no precise significance by legal definition or common usage.
It suggests expenses of the type which one may pay for “incidentals” as distinguished
from more important expenses. Treating the term to mean expenses identifiable
only with a particular transaction as distinguished from those which are not, we
find that exchange charges are the only ‘‘out-of-pocket” expenses which are ad-
ministratively prohibited from being absorbed. Thus all banks are permitted to
absorb their own service charges by service charge allowances in consideration of
balances maintained.

Banks today generally have established service charge schedules which allow
the theoretical earning value of their customers’ accounts to be offset against their
charges for the services which they render to customers in collecting checks de-
posited, paying checks and otherwise furnishing them depositary service. These
charges are frequently called “activity’’ charges. If the allowances to the customers
for the earning value of their accounts are less than the activity charges for the
services they require, the excess is billed to the customers as service charges. How-
ever, where the earning allowances exceed the activity charges, the customers are
neither paid nor credited with the difference. These service charge credit allowances
to customers are granted in direct proportion to the size of the balances which they
maintain. This is accomplished either through schedules under which activity
allowances increase proportionately with the minimum balances maintained by
depositors or through individual analysis of costs of handling depositors’ accounts,
the latter system being generally employed by banks in handling the accounts of
their bank customers and other large depositors. The effect of these allowances
is that the banks absorb their own service charges in direct proportion to the size
of the balances which their depositors maintain. This has been held not to be a
violation of Section 19 of the Federal Reserve Act prohibiting payment of interest
on demand deposits. (January 1944 Federal Reserve Bulletin, p. 13). As banks
may absorb their own service charges without violating the regulations of either
the Federal Deposit Insurance Corporation or the Board of Governors of the Federal
Reserve System, why should member banks be prohibited from absorbing the
exchange charges which they pay to other banks? We must bear in mind that
exchange charges are service charges of the banks making the charges. When paid
out by collecting banks in connection with their depositors’ business, they are
merely one of the expenses of collecting checks and historically have been treated
as part of the expenses of bank operation.

The Federal Reserve Board has expressly ruled that member banks may pay
and absorb the intangible property taxes levied by states such as Michigan, Indiana
and Kentucky computed on their depositors’ bank balances, without violating the
interest statute. These taxes are laid on the depositors and not on the banks. They
are in every sense ‘“‘out-of-pocket’” expenses as the term is used in relation to ab-
sorption of exchange. Rulings on this question follow the exception contained in
the Board’s Revision of Regulation Q, effective January 1, 1936, which provided
that:

“The term ‘interest’ includes the payment or absorption of exchange and
collection charges which involve out-of-pocket expenses, but does not include the
payment or absorption of taxes upon deposits whether levied against the bank or the
depositor nor the payment or absorption of premiums on bonds securing deposils
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where such bonds are required by or under authority of law.” (1935 Federal Reserve
Bulletin, p. 864). (Emphasis supplied).

‘We think, therefore, that apart from the question whether the interest statute was
designed to prevent absorption of ‘“‘out-of-pocket” expenses, it would be entirely
inconsistent to permit the prohibition against absorption of exchange to be con-
tinued since all other types of ‘‘out-of-pocket” expenses may be absorbed. This
circumstance, as well as the fact that the Corporation has from the beginning
interpreted the interest statute governing non-member banks which it administers
as not prohibiting absorption of exchange, prompted the Federal Deposit Insurance
Corporation to caution the Federal Reserve Board on August 20, 1943 before its
controverted ruling was issued that ‘“the theory of the Board of Governors would
appear to require it to outlaw as well the absorption of service charges and other
expenses for depositors which all banks now incur to some degree’, that its proposed
ruling was “simply another attempt to force par clearance upon non-member banks”
and that “it hopes that the Board of Governors will not give rise to a situation
where two Federal agencies make conflicting decisions to the consternation of the
public”’; and to suggest that “in such a situation we consider it singularly ap-
propriate to await precise directions from Congress’. (House Hearings, p. 599).

Even if our concept of the Congressional intent be wrong, the evidence adduced
at the hearings before the House Committee on the present Bill is abundantly
convincing that absorption of exchange by a correspondent bank pursuant to
arrangement with its bank customers involves no interest because the bank which
absorbs the exchange is usually, if not always, a complete stranger to the depositor-
owner of the check, who is the person ultimately benefited by the absorption. Since
the forwarding bank derives no financial benefit from the absorption because it acts
as agent for the owner of the check, and since the latter maintains no deposit in
the intermediate correspondent bank which absorbs the exchange charges, wherein
can there be a “payment of interest on demand deposits’’? Under the most generous
construction of the law in this state of facts there is no violation of the law because
the “payment” is not made to a ‘“‘depositor” of the bank, that is, unless the “sins”
of the correspondent bank be attributed to the customer-bank.

Since consideration of the Bill by the House, the Board of Governors has partially
receded from its position that absorption of exchange is interest and now holds that
a bank may, without violating the law, absorb exchange charges where it does not
agree to do so as a means of soliciting new accounts or retaining existing accounts
and where the expense involved in making collection from depositors would exceed
the amount of the exchange charges. This leaves each bank subject to the uncer-
tainties of arbitrary administrative action in individual cases. Examiners may,
applying no uniform rule, permit one bank to absorb exchange in amounts which
another bank is prohibited from absorbing.

Compensation, in the sense of interest, is the benefit received by the person
compensated; thus it operates upon the recipient and is wholly independent of the
intent of the person from whom the alleged payment flows. Indeed, under the
Federal Reserve’s basic theory, compensation occurs even though the party ab-
sorbing an expense for another would suffer a greater loss by collecting than by
foregoing collection. Consequently, the new thesis of “permissible compensation”
has no basis in law and cannot be sustained upon any legal principles.

The law does not say that interest on demand deposits may be paid in small
amounts, nor that it may be paid to effect operating efficiency, nor that it may be
paid when not intended as an inducement to attract or retain deposit accounts. The
statute provides that interest on demand deposits may not be paid at all. If, as is
contended, absorption of exchange is interest, then all absorption of exchange is
prohibited. No amount of rationalization can create a distinction between per-
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missible absorption and prohibited absorption. Such an arbitrary distinetion may
not be made by “administrative” definition of legal terms which have well estab-
lished meanings in the law.

There are forceful affirmative reasons for urging Congress to pass this legislation.
Approximately 2500 banks in the United States derive a substantial part of their
operating revenues from exchange charges. In most instances these institutions are
small, locally-owned, independent banks operating in rural communities. In 1942
less than 100 of these banks had deposits exceeding $2 million. They are not only
small businesses, but are the financial institutions which serve small business. These
banks are required to maintain legal reserves and surplus funds on deposit with
city banks. The banking system derives substantial profit and benefit from these
interbank deposits and has been willing and is well able to absorb exchange charges
imposed by the non-par banks without passing them back to the public. Many
banks were absorbing these charges until prevented by the recent administrative
ruling, and investigation does not disclose that any unsound banking practices
resulted therefrom. Nor ean it be said that these interbank balances represent a
diversion of funds from “normal” banking channels. Interbank deposits—both as
to size and location—are determined by the necessities of banking conditions and
are dictated by the banking requirements of the depositing banks and their patrons.
There has been no evidence produced to substantiate the charge that these inter-
bank balances have deviated from normal channels in order to obtain benefits
outside the pale of normal banking service.

It is clear that if exchange absorption remains outlawed, the effect will be to
force banks to discontinue charging exchange and the customer relationships of
those which continue to do so will be, as they already have been, seriously disturbed.
There is grave danger that many of these banks will be forced to discontinue business
if they are deprived of the revenue which they have been deriving from exchange.
While the smaller banking institutions which charge exchange will be affected
severely by a continuance of the prohibition against absorption of exchange, neither
the larger banks nor the banking system as a whole will be injured by the passage
of the pending Bill which simply permits banks to absorb exchange if they desire
to do so, but places them under no compulsion so to do. The banks which are ad-
versely affected, therefore, are entitled to greater consideration by Congress than
those which have only an academic interest in the problem as is the case with most
of the banks which have opposed passage of this legislation.

We call the attention of the Committee to the fact that the Federal Deposit
Insurance Corporation has adopted a formal ruling which holds that the law (49
Stat. 702, ch. 614) prohibiting payment of interest on demand deposits by non-
member insured banks, does not prohibit absorption of exchange. This ruling
restates in codified form the position which the Corporation has taken on this issue
since 1935 when the law was first passed and reads as follows:

“The absorption of normal or customary exchange charges by an insured
nonmember bank, in connection with the routine collection for its depositors of
checks drawn on other banks, does not constitute the payment of interest within
the provisions of Section 304.2 (a) of Part 304 of the Corporation’s Rules and
Regulations.” '

For the foregoing reasons, we recommend that the Bill H. R. 3956 be voted out
by your Committee and passed by the Senate. A memorandum dealing with the
principles of law involved, is enclosed for the information and use of the Committee.

By direction of the Board:

Francis C. BROWN
General Counsel
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GENERAL COUNSEL’S MEMORANDUM
RE: H. R. 3956

Reason for Favoring Legislation:

The proposed Bill reverses an administrative ruling of the Board of Governors
of the Federal Reserve System which, we believe, goes beyond the field of regulation
authorized by Congress and which, under the pretense of regulating interest, is
designed to discourage and eliminate the practice of charging exchange. Our support
of the measure stems principally from our opposition to the practice of circum-
venting the legislative authority of Congress by administrative regulation, and
secondarily, from our interest as insurer of a large group of banks, not members
of the Reserve System, which feel the full impact of the ruling although without
legal right to contest its validity, and finally, from our apprehension of the con-
sequences of the campaign to compel these institutions to discontinue their practice
of charging exchange—a practice expressly authorized both by Congress and by
many state legislatures.

The Present Law:

‘We observe a common and single legislative purpose in the laws prohibiting the
payment of interest on demand deposits administered, as to member banks of the
Federal Reserve System, by the Board of Governors of the Federal Reserve System
(Sec. 19 of the Federal Reserve Act, as amended by Sec. 11 (b) of the Banking Act
of 1983, and Sec. 324 (a) of the Banking Act of 1935) and, as to nonmember insured
banks, by the Federal Deposit Insurance Corporation (Sec. 12B of the Federal
Reserve Act, as amended, subsec. (v), paragraph (8), added by Sec. 101 of the
Banking Act of 1985). Although some differences in the two laws exist, it is evident
that Congress used the word “interest’ in the same sense in each provision. Because
of the absence of legislative standards circumscribing the power of the Reserve
Board under Sec. 324 (a) of the 1935 Act, to determine what shall be deemed to be
a payment of “interest”, the asserted delegation to it of legislative power to broaden
the common legal meaning of the term is of doubtful validity under decisions of the
Supreme Court of which Panama Refining Co. v. Ryan (1935) 293 U. S. 888, 79 L. ed.
446, is a typical example. There the Court said that executive regulations ‘“‘become,
indeed, binding rules of conduct, but they are valid only as subordinate rules and
when found to be within the framework of the policy which the legislature has
sufficiently defined” (p. 428). Therefore the law under which the Reserve Board
operates is necessarily on a parity with that governing the Federal Deposit Insurance
Corporation, which does not expressly contain such delegation. Regardless of the
validity of the delegation, however, the Reserve Board has not currently exercised
its power to define interest to include the practice of absorbing exchange. It has
issued a ruling in a specific case and has published general discussions of the subject
which constitute administrative “case law’’ on the question of absorption of ex-
change applicable to member banks. The Board explained before the House Banking
and Currency Committee that its recent action was based not on its power of
definition but on its application of the word “interest” to the practice of absorbing
exchange. Although applicable only to member banks, the adverse impact of this
ruling operates directly and almost exclusively upon nonmember institutions, since
principally member banks act as clearing or collecting agents or correspondents on
items forwarded for collection from nonmember banks (2529 in number) which
charge exchange on out-of-town remittances.

History of Par Clearance Controversy:

To understand the true significance, social and economic, of the question of
absorption of exchange, it is necessary briefly to review the history of the fight for
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and against compulsory and universal par clearance through the Federal Reserve
System. The banks which now charge exchange are located principally in sixteen
states of the south and middle west. These institutions are primarily small, inde-
pendent, locally-owned banks in important agricultural areas which have been
providing local credit accommodations and banking facilities to their communities.
The revenue which these banks derive from exchange has been a substantial, and
in many cases a vital, part of their income. They have adhered steadfastly to their
age-old practice of charging exchange on remittances out of town, notwithstanding
recurrent efforts on the part of the Federal Reserve Board in past years to force
them to remit at par on collections by member banks through the Federal Reserve
banks.

After the Federal Reserve System was set up certain Federal Reserve banks
instituted compulsory par remittance by member banks on checks sent through
them. In 1915 the Federal Reserve Board instituted a voluntary par remittance
plan. However, this failed in a number of areas because of the small percentage of
banks (259;) which agreed to remit at par. In 1916 the Federal Reserve Board
instituted compulsory par remittance which was put into effect in the face of intense
opposition on the part of many national banks in country areas, and the efforts of
a committee of the American Bankers Association to obtain postponement of the
compulsory plan failed. Although many of the larger banks favored the compulsory
plan because they were already remitting at par, the then (1916) president of the
American Bankers Association declared his sympathies with the country banks
in these words: ‘“The transfer of funds is a service which is as much entitled to
compensation, when made by a bank, as it is when made by an express company
or by the postal official”. A committee of the American Bankers Association reported
at the 1917 convention that it had sounded the opinion of bankers and that over
759, opposed the par collection plan. However, as the Federal Reserve Board had
observed in the preceding year, the force of competition with par clearing member
banks was driving many non-member banks onto the par list.

In 1917, section 13 of the Federal Reserve Act was amended expressly to permit
banks to make reasonable exchange charges on collections otherwise than against
the Federal Reserve banks. In accepting this amendment the non-par banks, sup-
ported by an opinion of the General Counsel of the American Bankers Association,
had understood that the amendment would permit non-member banks to charge
exchange on collections which the Federal Reserve banks were handling in the
customary agency capacity. However, the Attorney General in 1918 (31 Op. Atty.
Gen’l. 245, 251) issued an opinion to the contrary, so that non-member banks were
prohibited from charging exchange not only on collection items owned by the Federal
Reserve banks, but also on those which they were handling in an agency capacity.
This deprived banks of the clearing facilities of the Federal Reserve banks for
checks drawn on non-par banks and the situation in this respect has since remained
unchanged.

The struggle, however, between the conflicting economic philosophies raged
unabated. The Reserve Board continued its pressure upon the non-par banks by
first persuading as many banks as possible in a district to remit at par, and then,
when a majority had so agreed, announcing that all banks in the district would,
on a specified date, be put on the par list, enforcing the pronouncement by pre-
senting checks over the counter by messengers, or by postal officials, or by par banks
located in the same towns, and demanding cash settlements at par. In Brookings,
Oregon, for example, it maintained an agent for practically a year at an expense
of $3542. for the purpose of presenting such checks on the Brookings State Bank.
Brookings State Bank v. Fed. Res. Bank (D. C. Ore., 1922) 281 Fed. 222, 227. Some
non-par banks claimed that checks were accumulated and presented in large amounts
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to harrass them and that this made it difficult, if not impossible, for them to meet
the payments because of the large amount of vault cash required for such purpose.
Charges of coercion and oppression were flung at certain Federal Reserve banks
and recriminations abounded. From 1920 to 1927 six suits were instituted against
Federal Reserve banks in an effort to stop this practice. Others were avoided only
by the Federal Reserve abandoning the practice. Many non-par banks, however,
yielded to this persuasion and the number of non-par banks was gradually reduced.

After unsuccessful efforts by certain banks to enjoin judicially a Federal Reserve
bank from presenting checks over the counter, state legislatures enacted laws
permitting their banks to settle by draft for such checks. These laws led to the
decision in Farmers & Merchants Bank of Monroe v. Federal Reserve Bank of Richmond
(1928) 262 U. S. 649, 67 L. ed. 1157, in which the Supreme Court, speaking through
Justice Brandeis, held that the Federal Reserve had no authority to enforce universal
par clearance, and said (pp. 664-666):

“***Congress did not in terms confer upon the Federal Reserve Board or the
federal reserve banks a duty to establish universal par clearance and collection
of checks; and there is nothing in the original act or in any amendment from
which such duty to compel its adoption may be inferred. The only sections which
in any way deal either with clearance or collection are 13 and 16. In neither
section is there any suggestion that the Reserve Board and the reserve banks
shall become an agency for universal clearance. On the contrary § 16 strictly
limits the scope of their clearance functions. It provides that the Federal Reserve
Board: ‘may at its discretion exercise the functions of a clearing house for such
Federal reserve banks . .. and may also require each such bank to exercise the
functions of a clearing house for its member banks.’

“There is no reference whatever to ‘par’ in § 18, either as originally enacted
or as amended from time to time. There is a reference to ‘par’ in § 16; and it is
so clear and explicit as to preclude a contention that it has any application to
non-member banks, or to the ordinary process of check collection here involved.

* * *

“Moreover, the contention that Congress has imposed upon the Board the
duty of establishing universal par clearance and collection of checks through the
federal reserve banks is irreconcilable with the specific provision of the Hardwick
Amendment which declares that even a member or an affiliated non-member
may make a limited charge (except to federal reserve banks) for ‘payment of
checks and . . . remission therefor by exchange or otherwise’. The right to make
a charge for payment of checks, thus regained by member and preserved to
affiliated non-member banks, shows that it was not intended, or expected, that
the federal reserve banks would become the universal agency for clearance of
checks.”

The importance of this issue is cogently summed up in the following quotation
from ‘“Deterrents to Membership in the Reserve System”, an article by B. Magruder
Wingfield, the then Assistant General Counsel for the Reserve Board, published
by the Reserve Board in a volume on “Banking Studies” (1941), at page 277:

“To many smaller banks, exchange charges are a source of substantial revenue
they are reluctant to do without and, in many instances, state they can not do
without. In view of these facts and the differences in Federal and State laws with
respect to par clearance, it is clear that the requirement that checks be paid in full
by member banks is an important obstacle to membership in the Reserve System,
particularly since no such requirement is applicable to nonmember insured
banks.” (Emphasis supplied).
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In 1920 and again in 1932 Committees of Congress held hearings at which the
par clearance controversy was aired.! At each of these hearings numerous references
were made to the practice of charging exchange and absorption of exchange and its
inextricable relationship to par clearance was apparent. However, prior to the
hearings on the present Bills, the par clearance issue had not been directly reopened
since the Supreme Court decided the Richmond case. Today whether a bank remits
at par is essentially a matter of policy with the bank’s management. In many
communities, however, this policy is largely governed by the necessities of meeting
the competition of banks which, to a large extent, do remit at par. The force of this
competition, in many instances, has extended into communities adjoining the
locations of the par institutions, and as the infiltration of national banks and state
member banks into non-par areas increases, the non-par list probably will further
contract. City banks are now generally par remitting banks, whereas in many
states non-par banks are confined to rural communities.

The forces of competition are at work. These forces have, for many years past,
led to arrangements between banks and their depositors whereby the former have
absorbed the exchange charges imposed by non-par banks on items which are col-
lected through their facilities. Correspondent banks have made similar arrangements
with their bank customers whereby they absorb exchange charges imposed on
remittances by non-par banks to the extent that the balances of their customers
justify. The correspondent banks have been able and willing to absorb this expense,
as well as the other costs of collection, and to render other services, because banks
for whom they act as correspondents maintain with them deposits of part of their
available reserves—and deposits being the banker’s principal stock in trade, these
funds have been so invested as to warrant the correspondent banks making these
arrangements. Moreover, these deposit accounts have been so maintained not only
to obtain these services but also because inter-bank balances are a necessary part
of the entire banking system; they are required to enable a bank to furnish its
customers the full measure of banking facilities. These absorbing arrangements,
in many instances, have been confined to local areas. So far as the public is con-
cerned and from a practical standpoint, the result of these arrangements is that
the non-par banks operate on a par basis and thus have been able to meet the
competition of nearby par banks. The issue of absorption of exchange for this
reason is inextricably mingled with the whole issue of par clearance. Indeed, the
Board of Governors of the Federal Reserve System, in a letter dated October 14,
1942, addressed to the Honorable Preston Delano, Comptroller of the Currency,
dealing with the bank at Lincoln, Nebraska, which appears in the record of the
hearings on the present measure before the House Banking and Currency Com-
mittee, made the following significant statement (p. 592):

“The Board does not believe that the problem of exchange absorption can be

considered alone. It is only a part of the whole question of par clearance with
its many involved and related questions.”

Moreover, that the question of exchange absorption cannot logically nor prae-
tically be divorced from the paramount issue of par clearance is made clear beyond
doubt by the recent action of a state bankers association which issued a circular
containing the following significant passage: “If all banks will cease absorbing these
charges, it is predicted that it will be only a matter of time until all banks throughout
the United States will be on a par clearance basis”. In the face of this very plain
understanding by bankers as to the consequences which will flow inevitably from
the enforcement of the Federal Reserve Board’s recent ruling outlawing the ab-
sorption of exchange and the Board’s continuing pressure upon exchange charging

t House Hearings, Committee on Banking and Currency, Par Collection of Checks, 66th Cong.,
2nd Sess.; House Hearings, Committee on Banking and Currency, To Provide a Guaranty Fund for
Depositorg in Banks, 72nd Cong. 1st Session.
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banks, we have been unable to accept unreservedly the Board’s statement that its
ruling was not motivated by the hope of achieving universal par clearance but only
by the desire to enforce the law prohibiting the payment of interest on demand
deposits.! The literal acceptance of its disclaimer is rendered even more difficult in
view of the letter sent out to banks by the Reserve Board on February 18, 1944,
encouraging opposition to the pending Bill and containing the following quotation:
““This matter of exchange charges is nothing but a ‘gouge’, a kind of racketeering
against the depositors of banks, and, against the commerce and industry of the
nation.” Nor can the statement readily be reconciled with the pressure campaign
against the pending Bill which has been carried on by the Reserve-Board-controlled
Federal Reserve Banks, one of which, on March 10, 1944, wrote all of the operating
banks in its district stating: “If the Senate joins the House in enacting this legis-
lation within the next week or two, the progress made in the past thirty years in
building a par collection system will be reversed.*** The two Senators from your
State as well as the members of the Senate Committee on Banking and Currency
undoubtedly will wish to understand the significance of the Maybank Bill (S. 1642).
No one is better able to interpret its possible effects than you. As for ourselves, it
is our considered judgment that this legislation is not in the public interest.”

Moreover, the Board’s disclaimer must be viewed in light of the past history of
its attitude toward absorption of exchange. In 1936, the Board of Governors re-
quested the Federal Advisory Council for its opinion as to whether the promulgation
and enforcement of Regulation Q, with the inclusion therein of the definition out-
lawing absorption of exchange as a payment of interest, would have an adverse
effect upon membership in the Federal Reserve System; and the Federal Advisory
Council replied that it would not. (1936 Annual Report of the Federal Reserve
Board, p. 233). If the motive of the Federal Reserve Board was enforcement of the
law and not the achievement of par clearance, why, it is fair to ask, was it concerned
with the effect of its ruling forbidding absorption of exchange upon membership in
the Federal Reserve System? If the law prohibiting interest upon demand deposits
compelled such a ruling, then whether membership in the Federal Reserve System
was affected or not it would seem that the Reserve Board was required to make
that ruling. We may justly ask, would the Federal Reserve Board have persisted
in its attitude had it been advised by the Federal Advisory Council that such a
ruling would have a detrimental effect upon membership in the system? Moreover,
the Federal Advisory Council’s reply is not consistent with the Board’s present
statement that it was confronted with the unhappy possibility that such a ruling
would result in member banks withdrawing from the System.

The ruling of the Board has singled out absorption of exchange charges alone, of
all expenses identifiable with a depositor’s account, for classification as a prohibited
interest payment; while other rulings hold that other expenses, equally identifiable,
such as, intangible property taxes against depositors based upon their bank balances,
bond premiums and expenses of clearing checks, may be absorbed without violation
of the law. Thus, for example, the Federal Reserve Board has held that member
banks may pay and absorb intangible property taxes upon depositors’ bank balances
such as those levied in the states of Michigan, Indiana and Kentucky, without

3 ““The Board is even more surprised at the statement in your letter that as you view the proposed
ruling it is simply another attempt to force par clearance upon nonmember banks. The Board does favor
Nation-wide par clearance, but it agrees with you that the final determination of the question is one for
appropriate legislative bodies. Consequently it must most emphatically disagree that forcing par clear-
ance was the motive of the Board’s ruling. To the contrary, the Board was confronted with the unhappy
possibility that, by making such a ruling, member banks resorting to the practice in question would
feel that they should withdraw from the Federal Reserve System. It must reiterate that its purpose in
making the ruling was solely to carry out what it believes to be its responsibility under the law, in response
to a request from the Office of the Comptroller of the Currency for a ruling in the particular case disclosed
by reports of examination made by National bank examiners.” (From letter of L. P. Bethea, Asst. Sec.,
Board of Governors of the Federal Reserve System, to Hon. Leo T, Crowley, Chairman, Federal Deposit
Insurance Corporation, dated Sept. 9, 1943, Hearings on H. R. 3956 before House Committee on Banking
and Currency, 78th Cong., 2nd Sess., p. 601).
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violating the interest statute. It is to be noted that these taxes are laid on the
depositors and not on the banks and are in every sense ‘“out-of-pocket” expenses
insofar as the bank is concerned. Nevertheless, the Federal Reserve Board has ruled
that the term “interest” includes the payment or absorption of exchange and
collection charges ‘“but does not include the payment or absorption of taxes upon
deposits whether levied against the bank or the depositor”. Federal Reserve Bulletin
(1935), p. 864; id. (1944), p. 13.

Interpretation of Interest-Prohibition Statute:

Mindful of this turbulent history of the par clearance issue, we pass to considera-
tion of the question whether Congress intended that absorption of exchange be
deemed the payment of interest.

What did Congress mean by the term “interest” as used in the laws prohibiting
payment of interest on demand deposits? The laws themselves contain no definition.

The Banking Act of 1933 became law on June 16, 1933. The Senate bill contained
a provision prohibiting interest payments on demand deposits; the House bill
contained only a provision for regulating interest rates on savings and time deposits.
The reports on these bills cast no light on the question under consideration here, but
we do learn from the Congressional Record that the purpose of the Senate provision
was to attract surplus bank money away from the large money markets, where it
had been used for speculative purposes, and return it to the home communities of
the banks where it could be loaned out. It was thus explained to the Senate:

“* * * The payment of interest on demand deposits has resulted for years and
years in stripping the country banks of all their spare funds, which have been
sent to the money centers for stock speculative purposes. * * *. If they have
abundant funds and credits they can lower the rate of interest in order to stimulate
business and industry and farming activities.

“x * * They have their standard rates and stick to them, and would rather
send their surplus funds to New York to be used for stock-gambling purposes at
a wonderful rate of 2 percent, reduced now, I think, to 114 percent, than to
loan to their merchants and business men at less than their standard rates. So
that this payment of interest, particularly on bank demand deposits, has resulted
in drawing the funds from the country banks to the money centers for speculative
purposes, to be polite about the matter.” (77 Cong. Rec. p. 3729).

And thus to the House:

“* * * We departed from sound banking principles. Our great banking system
was diverted from its original purposes into investment activities, and its service
devoted to speculation and international high finance. * * *. Agriculture, com-
merce, and industry were forgotten. Bank deposits and credit resources were
funneled into the speculative centers of the country for investment in stocks
operation and in market speculation. Values were lifted to fictitious levels.
Call-money rates went soaring, community bankers over the Nation were lured
away from normal and legitimate channels into a maelstrom of untried and
destructive activities.” (77 Cong. Rec. p. 3835).

It was suggested also that prohibiting the payment of interest on demand deposits
would make it easier for banks to pay their deposit insurance assessments by relieving
them of the heavy interest burden—a burden which averaged, for the 5§ years prior
to 1938, an annual expenditure of approximately $250 millions.

It is significant that nowhere in the Congressional Record of the proceedings on
the 1933 Act nor in the reports of the Congressional Committees was there any
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reference to absorption of exchange, or any intimation that the provision outlawing
interest on demand deposits would affect, directly or indirectly, either the charging
or the absorption of exchange.

In the hearings before the House Banking and Currency Committee on H. R. 3956
(78th Congress)—the companion bill to S. 1642 now under consideration in the
Senate—it was disclosed (p. 497) that the Reserve Board had received numerous
inquiries from banks during 1933 and 1934 for rulings on the question whether
absorption of exchange was a violation of the interest prohibition. The Reserve
Board’s 1933 Annual Report, submitted to Congress on May 28, 1934, contained
a copy of its interest Regulation Q as well as recommendations for amendments
to the law prohibiting payment of interest on demand deposits, including a recom-
mendation that the Board be given power to prescribe rules and regulations to
prevent evasions of the law. But neither the interest regulation nor the recommenda-
tions for legislation contain any reference to absorption of exchange. The Annual
Report of the Board for 1934 contained a recommendation from the Federal Ad-
visory Council regarding Regulation Q but again there was no mention of absorption
of exchange. And although extensive hearings were held in 1935 before the Banking
and Currency Committees of both Houses of Congress on the bill later enacted as
the Banking Act of 1935, again no mention was made of absorption.

The 1935 bill contained the provision that the Federal Reserve Board should
have the power to determine what should be deemed “interest” for the purposes
of the interest statute. It was included in Title III of the bill under the heading
“Technical Amendments”. Chairman Eccles of the Federal Reserve Board did not
touch upon these provisions in his testimony before the Senate Committee on
Banking and Currency but in testifying before the House Committee he referred
to the amendments in this Title as “in the nature of technical improvements of a
non-controversial nature”. (House Hearings, Committee on Banking and Currency,
Banking Act of 1935, p. 185.) Again he said: “They are largely of a technical nature”,
(Id., p. 346.) Comptroller of the Currency O’Connor in testifying upon the bill before
the Senate Committee filed a statement in explanation of the objects of the proposed
amendments contained in Title III. (Senate Hearings, Committee on Banking and
Currency, Banking Act of 1935, p. 113.) It will be observed that his explanation of
Section 323(a) of the bill, which contained the provision authorizing the Federal
Reserve Board to define what shall be deemed the payment of interest, reads as
follows: ‘““Authorizes Federal Reserve Board to define ‘deposit’ and related terms for
reserve and interest requirements respecting deposits’. (Id., p. 116.) He further
explained that section as follows (Id., p. 168):

“Mr. O'CONNOR. ......
Section 323(a) is partly new, and authorizes the Federal Reserve Board to
define ‘deposit’ and related terms for reserve and interest requirements re-
specting deposits.

Senator TOWNSEND. Who defines those deposits?
Mr. O’CONNOR. The Federal Reserve Board.

Senator BULKLEY. I think we ought to have a more full explanation of that.
I am frank to say that I do not see what that is driving at.

Senator COUZENS. Was that new over last year’s act?
Senator BULKLEY. Yes.
Mr. O’CONNOR. Yes; part of it is new.

Senator BULKLEY. It is all new in the sense that it was not contained in our
omnibus bill last year.
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Mr. O’'CONNOR. I am reading from the report of the House, page 21:

Section 323(a) amends section 19 of the Federal Reserve Act so as to repeal
the rigid statutory definitions of “demand deposits” and ‘“‘time deposits’” and
authorizes the Federal Reserve Board to define for the purposes of the section
the terms: “Demand deposits”’, “gross demand deposits’, “deposits payable
on demand”, “time deposits”, “savings deposits” and “trust funds”, to de-
termine what is to be deemed a payment of interest and to prescribe regulations
to effectuate the purposes of the section.

Oh, yes; it comes back to me now: We had a number of discussions in the Federal
Reserve Board, gentlemen, after the passage of the 1933 act, when you eliminated
the interest on demand deposits, as to what constituted a demand deposit, a
time deposit, or a savings deposit. We found great difficulty in applying the
definitions that were in the act, and we found some of the banks attempting to
circumscribe the prohibitions; and we wanted, when we found those evasions,
to keep correcting the definition until they could not evade it”.

It will be noted that not one word was said about absorption of exchange; indeed
not a word about interest. The explanation was that the provision authorized the
Federal Reserve Board to define the term “deposit”, in view of the difficulty which
had been experienced in determining what were demand deposits. Not only was
absorption of exchange not mentioned but that portion of the authorization with
respect to the definition of the term ‘““interest’” was not even discussed.

Similarly, in the House hearings, the Comptroller of the Currency said (House
Hearings, Committee on Banking and Currency, Banking Act of 1935, p. 661) that
“practically all of the things I am going to talk about are technical matters * * *,
and he described the section which included the power of definition as follows:

“Section 823(a), which is partly new, authorizes the Federal Reserve Board to
define ‘deposit’ and relaied terms for reserve and inierest requirements respecting
deposits”. (id., p. 665).

In light of this background, how can it fairly be said that Congress intended to
eliminate or authorize the elimination of the absorption of exchange as a “device”
for the indirect payment of interest on demand deposits? Nothing was said about
it at the hearings on the bill; on the contrary, the silence on that subject justifies
us in saying that Congress did not intend to authorize this elimination through the
regulation of interest payments. If the absorption of exchange was then an acute
evil and an obvious device for the indirect payment of interest on demand deposits,
as the Federal Reserve Board now asserts it then believed, how can it justify the
complete silence of every one on the subject when the 1935 bill was before Congress?
The true interpretation of the statute depends not upon what the Federal Reserve
Board claims it intended in proposing the 1935 amendment to Congress, but upon
what Congress intended in enacting it into the law. Although the problem may have
been acute to the Federal Reserve Board in 1934 and 1935, as it did not communicate
its anxiety to Congress, but on the contrary represented the amendment to be
“technical” and “non controversial’’, neither of which descriptions fits legislation
which would permit it to disturb the practice of exchange absorption, we must
conclude that Congress did not intend to authorize its recent ruling.

The provision governing interest payments by non-member insured banks
(initially proposed to be enforced by the Federal Reserve Board but changed before
passage to the Federal Deposit Insurance Corporation) was also discussed fully by
representatives of the several banking agencies but no mention was made there of
any intention to prohibit absorption of exchange.
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It cannot be said that Congress, in enacting the Banking Act of 1935 and con-
tinuing therein the prohibition against the payment of interest upon demand
deposits, adopted the administrative interpretation laid down by the Federal Reserve
Board in 1934. We do not contest that the courts have held that the existence of
an administrative regulation during several re-enactments of a statute is persuasive
evidence of the Congressional approval of such administrative action. McCaughn v.
Hershey Chocolate Co. (1931) 283 U. S. 488, 492, 75 L. ed. 1188, 1187; Jones v.
Magruder (D. C. Md., 1941) 42 F. Supp. 193, 199; Railroad Federal Savings and
Loan Association v. U. S., 135 F. (2d) 290, 293 (CCA 2, 1943). But in almost all
cases it will be found that the administrative regulation was in existence a con-
siderable length of time and usually through several statutory re-enactments.
Where the regulation is only of short life, the rule is not applied. Commissioner of
Internal Revenue v. Sun Pipe Line Co., 126 F. (2d) 888 (CCA 8, 1942). The theory
upon which the rule is based is that there is a presumption that the legislature is
aware of the administrative ruling and impliedly adopts it by failing to legislate
against it. This presumption, however, is thoroughly overcome as far as the 1935
Act is concerned, since Congress actually was kept in complete ignorance of any
ruling on this subject. As an eminent authority has said: “While the acquiescence
of the legislature seems to be of small matter where there is no evidence to the effect
that the statute or contemporaneous interpretation was called to the legislature’s
attention, it is believed that when action has been taken upon a statute by the
legislature, and where a practical and contemporaneous interpretation was called
to its attention, the failure of the legislature to change the interpretation should
be regarded as presumptive evidence in its correctness”. 2 Sutherland, Statutory
Construction (3rd ed.), 525. Even had the legislative record been such as to warrant
the conclusion that Congress did intend to adopt the Reserve Board’s views, its
rulings on the subject were so confusing and contradictory that no clarification of
the issues could have resulted. Thus, the Board had held that absorption of exchange
charges by a bank for depositors who maintained balances of $1000. or more was not
a violation of the law; this, notwithstanding the interest statute prohibits the
payment of any interest on demand deposits. Yet in another case it held that ab-
sorption of exchange charges by a bank ‘“‘up to an amount equivalent to a certain
specified percentage of the amount of the collected balance” of its correspondent
bank customers was a violation of the law (Federal Reserve Bulletin (1934), p. 395).
Furthermore, these rulings appear to have been entirely precatory to the extent
that they declared exchange absorption to be illegal, as the practice continued to
be indulged in by member banks throughout the system without interference by
the Board until 1944,

We think it cannot reasonably be said that Congress, in passing this legislation,
could have had any intention of prohibiting the long established banking practice
which was so completely wrapped up in the explosive par clearance issue without
some mention having been made of the problem in the debates, the reports on the
bills or the testimony upon which the Congressional Committees acted.

There are certain well established rules for determining legislative intent. One
of these is that penal statutes must be strictly construed and the statutes in this
case are plainly penal. The one governing insured nonmember banks carries with
it the specific penalty of $100 for each violation as well as the general penalty of
the forfeiture of deposit insurance. The one governing member banks carries the
general penalty of forfeiture of charter, in the case of national banks, and forfeiture
of membership in the Federal Reserve System, in the case of state member banks,
as well as the loss of federal deposit insurance, or the removal from office of the bank
officers responsible for the violations. Statutes which provide for forfeitures upon
their violation are penal. State of Maryland v. The B. & O. R. Co. (1845) 3 How.
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(U. 8.) 534, 11 L. ed. 714; Chase v. Curtis, et al. (1885) 113 U. S. 452, 28 L. ed. 1038;
Hall v. Norfolk & W.R. Co. 44 W. Va. 36, 28 S. E. 754 (1897); Vestal Co. v. Robertson,
277 I1I. 425, 115 N. E. 629 (1917); Manhattan Trust Co. v. Davis, 28 Mont. 273,
58 P. 718 (1899).

Another of these rules is that words having a precise and well-settled meaning
in common usage are to be understood in the same sense when used in statutes. This
rule has been applied to the use of the word “interest” in statutes in two decisions
of the United States Supreme Court involving provisions of the Internal Revenue
Code. Deputy v. DuPont (1940) 308 U. S. 488, 84 L. ed. 416; Old Colony R. Co. v.
Commissioner of Internal Revenue (1932) 284 U. S. 552, 76 L. ed. 484.

In Deputy v. DuPont, the Court, speaking through Mr. Justice Douglas, said:

“...In the business world ‘interest on indebtedness’ means compensation for
the use or forbearance of money. In absence of clear evidence to the contrary,
we assume that Congress has used these words in that sense. In sum, we cannot
sacrifice the ‘plain, obvious and rational meaning’ of the statute even for ‘the
exigency of a hard case’.”

In the Old Colony case the Court, speaking through Mr. Justice Roberts, said:

‘. .. as respects ‘Interest’, the usual import of the term is the amount which one has
coniracted to pay for the use of borrowed money.* * *. We cannot believe that
Congress used the word having in mind any concept other than the usual, ordinary
and everyday meaning of the term, or that it was acquainted with the accountants’
phrase ‘effective rate’ of interest and intended that as the measure of the per-
mitted deduction”.

Furthermore, judicial precedents concerning interest for the purpose of deter-
mining whether usury has been practiced, establish that the question whether a
particular payment by a borrower to a lender is interest or reimbursement of an
expense, involves intent. There is no presumption of an illegal or usurious intent,
but on the contrary the burden rests upon the party seeking to impeach the trans-
action for usury to prove the illegal intent. Brown v. Robinson (1918) 224 N. Y.
301, 314, 120 N. E. 694, 698. Here, however, for purposes of administrative dis-
position, it appears that the Reserve Board has reversed the presumption and burden
of proof by ruling (Federal Reserve Bulletin (1934), p. 396)—

“* % * that, in any case in which a member bank pays or absorbs exchange or
collection charges or other expenses in connection with any deposit payable on
demand, the burden will be upon it to show that such payment or absorption
of charges is not a device to evade the provisions of Section 19 of the Federal
Reserve Act forbidding the payment of interest on deposits payable on demand.”

The extensive hearings which were had before the House Banking and Currency
Committee on the present measure have clearly demonstrated the importance of
absorption to many bankers and the intensity of their opposition to any restriction
of this practice, which was a well known banking custom and was separate and
distinet from the payment of interest. That the two practices are different both in
origin and economic effect is borne out also by numerous witnesses who testified
at those hearings.

It is significant that just as bankers have long differentiated between the payment
of interest which they consider compensation and the absorption of exchange which
they consider expense, so have courts in usury cases similarly differentiated between
the payment of interest and exchange. Cayuga County Bank v. Hunt, 2 Hill (N. Y.)
635; Holford v. Blatchford, 2 Sandf. Ch. (N. Y.) 149.
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In Buckingham v. McLean (1851) 13 How. (U. S.) 151, 14 L. ed. 91, the Supreme
Court said:

“The reason why the addition of the current rate of exchange to the legal rate

of interest does not. constitute usury is, that the former is a just and lawful com-

pensation for receiving payment at a place where the money is expected to be

less valuable than at the place where it is advanced and lent.”

Absorption of Exchange—Administrative Interpretations:

Let us now consider the historical development of the administrative concept
that absorption of exchange constitutes payment of interest in violation of section 19
of the Federal Reserve Act.

In 1935 the Reserve Board revised its Regulation Q (effective January 1, 1936)
to include the following definition of interest:

Section I(f)—*“The term ‘interest’ means a payment, credit, service, or other
thing of value which is made or furnished by a bank as consideration for the use
of the funds constituting a deposit and which involves the payment or absorption
by the bank of out-of-pocket expenses (i.e., expenses arising out of specific trans-
actions for specific customers and definitely attributable to such transactions as
distinguished from overhead and general operating expenses), regardless of
whether such payment, credit, service, or other thing of value varies with or
bears a substantially direct relation to the amount of the depositor’s balance.

The term ‘interest’ includes the payment or absorption of exchange and col-
lection charges which involve out-of-pocket expenses, but does not include the
payment or absorption of taxes upon deposits whether levied against the bank
or the depositor nor the payment or absorption of premiums! on bonds securing
deposits where such bonds are required by or under authority of law.

Notwithstanding the foregoing, the payment or absorption of isolated items
of out-of-pocket expense in trivial amounts and not of a regularly recurrent
nature, where the charging of such items to customers would cause undue friction
or misunderstanding, will not be deemed to be a payment of interest, provided
that the banks acts in good faith and does not utilize the absorption of such
items as a basis for soliciting accounts or obtaining an advantage over com-
petitors and provided further that the bank maintains and makes available to
the examiners authorized to examine the bank a record showing the amounts
of such items paid or absorbed by it, the dates of such payment or absorption,
and the names of the customers for whom such items were paid or absorbed.”

At about the same time the Federal Deposit Insurance Corporation issued a
revision of its interest Regulation IV, also to become effective January 1, 1936,
containing the following definition of interest:

Section 1(f)—““The term ‘interest’ means a payment or credit which is made or
furnished by a bank as consideration for the use of the funds constituting a deposit.

The term ‘interest’ includes any direct or indirect payment by the bank of
the purchase price of premiums given to depositors or prospective depositors in
connection with obtaining deposits.

The term ‘interest’ does not include the payment or absorption of taxes upon
deposits, whether levied against the bank or the depositor, nor payment or

1 The provision permitting banks to pay and absorb the taxes for their depositors is supported by
later specific rulings of the Board to the same effect. Why the Board permits taxes to be paid and ab-
sorbed but prohibits banks from absorbing exchange can be explained only by the fact that the former
has no bearing upon the issue of par clearance. The provision relative to bond premiums constituted a
reversal of an earlier ruling by the Board. (Federal Reserve Bulletin (1933), p. 500).
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absorption of premiums on surety bonds securing deposits where such bonds are
required by or under authority of law.”

The Reserve Board requested the Federal Deposit Insurance Corporation to hold
its definition of interest in abeyance and deferred until further notice the effective
date of its own definition pending discussions between the two agencies with a view
to having the Federal Deposit Insurance Corporation issue its interest regulation
in language paralleling the Reserve Board’s Regulation Q. These discussions centered
on the question whether the payment or absorption of exchange or collection charges
constituted interest and this appears to have been the first time the issue was raised
between the two agencies. Their viewpoints were itreconcilable in this respect.
On January 20, 1936 the Federal Deposit Insurance Corporation advised the
Reserve Board by letter that ‘“both the practice of paying interest on demand
deposits and the practice of charging for exchange and collection and absorbing
such charges where the advantage lay existed long prior to the Banking Act of 1933
and thus far Congress has expressly prohibited only the former”, and that “in the
present state of the law and the practices we are not prepared to say that the practice
which would be proscribed by Regulation Q is unsupported by principles of banking
specially applicable to the business of exchange.”

The Reserve Board announced in its January 1937 Bulletin (p. 11) that during
the preceding year it had given exhaustive consideration to the subject and “as a
result of this consideration, has taken action fixing February 1, 1937” as the date
on which the definition of interest in its Regulation Q would become effective. In
its March 1937 Bulletin (p. 186) it announced that the effective date had been
postponed from February 1, 1937 to May 1, 1937 at the request of the Chairmen
of the Banking and Currency Committees of both Houses of Congress. In the same
Bulletin (p. 187) there was printed the February 12, 1937 press release of the Reserve
Board and the Federal Deposit Insurance Corporation jointly announcing the
amendment of the Reserve Board’s Regulation Q and of the Federal Deposit Insur-
ance Corporation’s Regulation IV, and the addition to each Regulation of the
sentence:

“Within this regulation, any payment to or for the account of any depositor
as compensation for the use of funds constituting a deposit shall be considered
interest.”

This joint press release included the following statement:

“The Board of Governors, in its original definition of the term ‘interest’ (sec-
tion 1(f) ), specified that such term should include the payment or absorption
of exchange or collection charges which involve out-of-pocket expenses. The
present action of the Board of Governors removes this finding or specification from
its regulation.

Henceforth under both regulations the question of what in a particular case
is a payment of interest upon a demand deposit or a device to evade the prohibi-
tion against the payment of such interest, becomes, for both agencies, a matter
of administrative determination under the general law in the light of experience
and as specific cases may develop.” (Emphasis supplied).

This release was widely interpreted to constitute an abandonment by the Board
of its previous theory that absorption of exchange could be interest.

Absorption of exchange was a dead issue from 1937 until 1943. The Reserve
Board’s Bulletins contain no rulings on the subject during this long period. Many
member banks which had notified their customers in 1936 or 1937 that because of
Regulation Q they could no longer absorb exchange, withdrew their notices. The
practice of absorption continued to be a matter of individual bank policy until
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September 1948 when the ruling in the Lincoln case was published in the Reserve
Board’s Bulletin. Between 1937 and September 1943 thousands of examinations
of member banks were conducted by national and Federal reserve bank examiners.
From this it seems clear that for over 6 years the practice was at least tolerated if
not approved by the Comptroller of the Currency and the Federal Reserve Board.1
Throughout this period the Federal Deposit Insurance Corporation consistently
held to the position that absorption of exchange by insured nonmember banks in
connection with routine collection of checks could not be considered payment of
interest.

In October 1942 the Reserve Board notified the Federal Deposit Insurance
Corporation of the fact that the Comptroller of the Currency had requested a
ruling from it on the absorption of exchange by a national bank and suggested a
conference on the subject. Conferences were held between staff members at which
the Reserve Board outlined its proposed ruling substantially as later issued. The
Federal Deposit Insurance Corporation’s representatives at these conferences
restated the Corporation’s position on the question, asserting (1) that Congress
had not intended to treat absorption of exchange charges as interest, (2) that
exchange charges could not be differentiated from many other expenses which banks
absorbed for their customers and which all agencies agreed were not interest, and
(3) that the evil which Congress sought to eradicate by the restriction against
payment of interest was not present in absorption of exchange, as the amount of
exchange absorbed varies only as the dollar amount of checks issued by depositors
in non-par banks might vary and hence there could be no competitive bidding.

The Reserve Board’s ruling was published in September 1943. This ruling was
allegedly confined to the facts of a particular case and the Federal Deposit Insurance
Corporation did not learn that it was being used generally as a precedent against
all absorption of exchange until shortly before the hearings started before the House
Banking and Currency Committee last December. It then learned that based upon
this ruling action had been taken to outlaw all absorption of exchange by member
banks. In the meantime the legal staff of the Corporation had again reviewed the
question and in November, 1943 the General Counsel advised the Board of Directors
of the Corporation that routine absorption of exchange cannot be considered a
payment of interest within the terms of the interest regulations of the Federal
Deposit Insurance Corporation. Based upon this opinion the Federal Deposit
Insurance Corporation adopted a ruling on the subject, of which a copy, together
with the General Counsel’s opinion, is attached hereto. It will be noted that this
ruling contained the qualification that it was applicable “in the absence of facts
or circumstances establishing that the practice is resorted to as a device for the
payment of interest.”

This clause had no special significance. The purpose of including it was to follow
the wording of the law, in case the ingenuity of man devised schemes for payment
of interest under the guise or pretense of absorbing exchange. We had in mind no
hypothetical state of facts which would bring a case of absorption of exchange
within the statute prohibiting payment of interest where it is absorbed by a bank
in connection with its routine collection of checks.

1 The September 1943 ruling appears to have the practical effect of reinstating the specification
which the Reserve Board had removed from its Regulation in 1937, with the same unfortunate con-
sequences which Mr. Justice Roberts referred to in the recent case of Maknich v. So. St hip Co.
(1944) 321 U. 8. 96, 88 L. ed. 561, when he said: “The evil resulting from overruling earlier congidered
decisions must be evident. In the present case, the court below naturally felt bound to follow and apply
the law as clearly announced by this court. If litigants and lower federal courts are not to do so, the law
becomes not a chart to govern conduct but a game of chance; instead of settling rights and liabilities
it unsettles them. Counsel and parties will bring and prosecute actions in the teeth of the decisions that
such actions are not maintainable on the not improbable chance that the asserted rule will be thrown
overboard. . . . But the more deplorable consequence will inevitably be that the administration of justice
will fall into disrepute. Respect for tribunals must fall when the bar and the public come to understand
that nothing that has been said in prior adjudication has force in a current controversy”.
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As a result of the detailed elaboration of the practice which is contained in the
record of the hearings on this Bill before the House Committee, this Corporation
concluded that the foregoing qualification is unnecessary and possibly leaves open
to some doubt the true intention of the Corporation in making its ruling. Accord-
ingly, it recently amended its ruling to read as follows:

“The absorption of normal or customary exchange charges by an insured
nonmember bank, in connection with the routine collection for its depositors of
checks drawn on other banks, does not constitute the payment of interest within
the provisions of Section 304.2 (a) of Part 304 of the Corporation’s Rules and
Regulations”.

No actual case of absorption of exchange has come to our attention which would
not be exempt under this latest ruling of the Corporation. However, we wish to
emphasize that this represents merely a change in phraseology and does not represent
a change in the position which this Corporation has consistently adhered to since
the enactment of the Banking Act of 1985—the Act which directed the Board of
Directors of the Corporation to prohibit, by regulation, the payment of interest
on demand deposits in insured nonmember banks.

The Federal Reserve Board’s September 1943 ruling has been the subject of a
recent “interpretation’, promulgated by the Board, in which absorption of exchange
is declared not prohibited if not offered “as compensation for the use of funds on
deposit.” This “interpretation’ serves only to confound the confusion precipitated
by the original ruling. Under this “interpretation’ every bank examination will give
rise to a dispute; and, in practice, will result—as is evident from what has transpired
in the few months since the September ruling—in banks ceasing all absorption.
No bank will expose itself to criticism under an “interpretation” which furnishes
it no standard whereby it may determine whether in any given case it has crossed
the line of transgression. It serves no purpose and resolves no question to say that
‘‘compensation for the use of funds” is interest. This is only to state the obvious.
The question remains whether it is accurate to hold that absorption of exchange,
as known to bankers and as ordinarily practiced by them in the course of normal
service to a depositor or a correspondent bank, can ever be ‘‘compensation for the
use of funds” and consequently interest. If exchange absorption, under any of the
circumstances in which it is customarily practiced, can be considered as interest,
how can absorption of service charges or taxes upon a depositor’s bank balance
be free of the prohibition by blanket absolution? If exchange absorption constitutes
a violation only when employed as a competitive device for ‘“‘the solicitation of
deposits’’, how can absorption of service charges, when similarly employed, be given
official sanction?

Even if our concept of the Congressional intent be wrong, the evidence adduced
at the hearings before the House Banking and Currency Committee has fully
convinced us that the absorption of exchange by a correspondent bank by arrange-
ments with another bank involves no interest because the bank which absorbs the
exchange is usually a complete stranger to the depositor-owner of the check, who
is the person ultimately benefited by the absorption.

Where a correspondent bank absorbs exchange charges on items forwarded for
collection from non-par banks by another customer-bank, the amount absorbed
cannot constitute a prohibited “payment of interest on demand deposits” because
the forwarding customer-bank acts as agent for its depositors in collecting the checks
drawn on the non-par banks and as it derives no financial benefit from the absorption
cannot be said to receive a ‘“‘payment’; while its depositors who derive the benefit
of the absorption are not depositors of the absorbing bank as they maintain no
deposits with it.
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We wish to comment briefly at this point on one aspect of our view of the law.
The avowed purpose of the prohibition against payment of interest on demand
deposits was to curb speculative use of bank funds attracted to large money centers
by attractive interest rates. This condition resulted from the complete absence of
regulation of the use of borrowed funds for speculative purposes. The Banking Act
of 1933 took member banks out of the business of speculating in securities. It
divorced them and their officials from their securities affiliates. The Securities Act
of 1933 (Public, No. 22, 73rd Congress, 48 Stat. 74) and the Securities Exchange
Act of 1934 (Public, No. 291, 73rd Congress, 48 Stat. 881), not only brought under
government supervision the distributors of securities and stock exchanges, but also
gave the Board of Governors of the Federal Reserve System broad power to regulate
the use of credit for the purchase or carrying of securities. The Reserve Board has
exercised this power through its Regulations T and U.

But again we suggest that even in the absence of these specific safeguards, the
free absorption of exchange cannot bring about even a slight recurrence of the
attraction of bank funds to money centers. The amount of exchange absorbed
depends upon two factors over which the banks which absorb exchange have no
direct control. The first is the rate of exchange which by long usage has customarily
been charged at not over 1§ of 1%, of the aggregate amount of checks presented and
paid and is limited by law in seven states! where 1020 non-par banks out of the
total of 2529 are situated. The second is the dollar amount of the checks which
individual customers of non-par banks will send to out of town points, a matter
which is governed entirely by the purchasing power and practices of the customers
of these banks. While the dollar volume of these checks may vary from year to
year, it will not be increased by the amount of exchange which banks may absorb
or the number of banks which absorb it. The forces of competition always have
controlled and will continue to control the exchange rate, and the economic cir-
cumstances of non-par bank customers will control the number and amounts of
their checks.

If this legislation is passed these natural laws and forces will work without inter-
ference. If any bank should make unwise engagements with its customers, the
situations can be handled with complete effectiveness, where necessary, by ordinary
bank supervisory methods as easily as other operating problems involving matters of
judgment are now handled.

For the purpose of encouraging opposition to the measure, many appeals have
been made to banks expressing fear that the program to achieve universal par
clearance would be jeopardized if the proposed law should be enacted. Any ad-
ministrative effort to compel banks to remit at par on clearings which do not pass
through the Government-controlled Federal Reserve banks is wholly illegal and
contrary to the Act of Congress expressly authorizing member banks to charge
exchange to which we have already referred. (Farmers & Merchanis Bank of Monroe
v Federal Reserve Bank of Richmond, 262 U. S. 649.) In this field par clearance is
strictly a matter of voluntary choice on the part of the banking system. Compulsion
may not be used directly or indirectly, however desirable universal par remittance
may seem.

For these reasons I advise the Board of Directors of this Corporation to recom-
mend favorable action upon the Bill in question.

Francis C. BROWN
General Counsel

1 Florida, Georgia, Louisiana, Mississippi, North Carolina, South Dakota and Tennessee.
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RULING OF THE BOARD OF DIRECTORS OF THE
FEDERAL DEPOSIT INSURANCE CORPORATION
ADOPTED DECEMBER 6, 1943

RE: ABSORPTION OF EXCHANGE CHARGES AS
PAYMENT OF INTEREST

The Federal Deposit Insurance Corporation recently has received a number of
inquiries from insured banks concerning whether the absorption by insured non-
member banks of exchange charges imposed by other banks on checks deposited
by customers for collection or clearance constitutes a payment of interest in violation
of the Corporation’s interest regulations, Code of Federal Regulations, Title 12,
Part 804 (Section 304.2).

The Board is of the view that the absorption of exchange charges by an insured
nonmember bank in connection with its routine collection for its depositors of checks
drawn on other banks cannot be considered a payment of interest, within the terms
of the interest regulations of the Federal Deposit Insurance Corporation, in the
absence of facts or circumstances establishing that the practice is resorted to as a
device for the payment of interest.

Attached hereto is a copy of the memorandum opinion of the General Counsel
for the Corporation on this question.

November 24, 1943
MEMORANDUM——

QUESTION: Does the Absorption by an Insured Bank of Exchange Charges Con-
stitute a Payment of Interest Prohibited by the Regulations of the Federal
Deposit Insurance Corporation?

The Federal Deposit Insurance Corporation recently has received a number of
inquiries from insured banks concerning whether the absorption by insured non-
member banks of exchange charges imposed by other banks on checks deposited
by customers for collection or clearance constitutes a payment of interest in violation
of the Corporation’s interest regulations, Code of Federal Regulations, Title 12,
Part 304 (Section 304.2).

The renewed inquiries concerning”this"question appear to be prompted by recent
publicity given to a ruling of the Board of Governors of the Federal Reserve System
interpreting the provisions of its Regulation Q. The interest regulations of the
Federal Deposit Insurance Corporation are applicable only to insured banks which
are not members of the Federal Reserve System, whereas Regulation Q is applicable
only to member banks of that system.

The Corporation’s interest regulations provide that with certain exceptions not
here applicable, “no insured nonmember bank shall directly or indirectly, by any
device whatsoever, pay any interest on any demand deposit”, and that “any pay-
ment to or for the account of any depositor as compensation for the use of funds
constituting a deposit ‘shall be considered interest.” The question presented is
whether the absorption of exchange charges constitutes a “payment to or for the
account’ of the insured bank’s customers and if so, whether such payment is “as
compensation for the use of funds constituting a deposit.” If both of these questions
are answered in the affirmative, the act of absorbing the exchange charge would be
a prohibited payment of interest; otherwise, it would not be a violation of the
regulation.
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The absorption of exchange charges arises out of the collection of checks drawn
on out-of-town banks which are not cleared through the Federal Reserve banks
and for which the drawee bank makes a charge against the collecting bank. These
checks are deposited by the payees or endorsees in other insured banks which
forward them for collection to the drawee banks. The latter remit the face amount
of these checks less their charges for clearing or honoring the checks. The collecting
banks absorb the difference between the face of the checks and the amount remitted,
which is the amount of the exchange so deducted. More than 2100 insured com-
mercial banks not members of the Federal Reserve System do not clear such checks
at par and thus are listed by the Federal Reserve banks as ‘“non-par’” banks. In
addition, many other banks, both members and nonmembers of the Federal Reserve
System which clear at par through the Federal Reserve banks, make a practice of
charging exchange on so-called “direct sendings”, i.e., items forwarded by cor-
respondent banks directly rather than through the Federal Reserve banks.

It is our opinion that the absorption of exchange charges by an insured non-
member bank in connection with its routine collection for its depositors of checks
drawn on other banks cannot be considered a payment of interest, within the terms
of the interest regulations of the Federal Deposit Insurance Corporation, in the
absence of facts or circumstances establishing that the practice is resorted to as a
device for the payment of interest.

The reasons for this opinion are as follows:

(1) The absorption of expenses in connection with handling a depositor’s account
under the law is not ordinarily 2 payment to or for the account of the depositor.
Banks customarily absorb many expenses in connection with the handling of cus-
tomers’ accounts which the law recognizes to be investments in customer good
will. Therefore, these are expended for the account of the bank rather than for the
account of its depositors, even though the depositors may derive benefit therefrom.
Thus, for valued customers, banks frequently absorb expenses such as telephone
and telegraph charges, postage, clerk and teller hire, and the cost of printing check
forms.

Most banks have installed schedules of service charges to be levied upon deposit
accounts. While numerous differences of detail obtain, the common rule underlying
such schedules is that the deposit is worth something to the bank and the bank
will absorb costs of handling the account up to the average worth of the account
on the basis of an assumed rate of return on an investment of the account. In most
cases, a basic charge is made for any account which is not kept above a certain
minimum balance. For such charge, or the maintenance of such minimum balance,
a certain number of items, i.e., checks or deposits, are handled. Items in excess of
the minimum allowed, if not compensated for by larger balances, are charged for
at published or established rates. In a large proportion of the banks which use this
“measured” system of service charges, the larger accounts, or the more active
accounts, are also subjected to analysis to determine the cost or profit to the bank
of handling such accounts, and the customer is charged accordingly. In many other
banks all service charges are based upon account analysis regardless of size of the
account. Approximately 70 percent of the clearing houses participating in a survey
conducted by the American Bankers Association in 1938 reported use of account
analysis in levying service charges upon depositors. (“Service Charge Survey, 1938”
Bulletin 77, January 1939, American Bankers Association.) Under this latter
system, charges are made against the account for all costs incurred by the bank in
handling the account and credit is given for the amount which the account earns
for the bank. These costs include exchange and collection costs absorbed, book-
keeping and transit costs of handling items deposited or checks or drafts drawn,
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and charges for miscellaneous services such as collecting notes, handling out-~of-
town collections, transferring money by wire or otherwise, or providing credit
information. So long as the worth of the account to the bank exceeds the cost of
performing services, no charge is levied against the customer.

Where exchange charges are absorbed within the frame-work of schedules of
service charges, and the motive is only to establish, maintain, or strengthen customer
good will rather than to attract funds for money consideration, such absorption
cannot be differentiated from the absorption of other ordinary items of expense,
including internal expenses (such as rents, clerk hire, etc.) connected with handling
a customer’s account.

(2) Exchange charges are expenses of collecting items drawn against banks which
regularly make a practice of imposing such charges and thus are comparable to the
costs of maintaining clearing houses, hiring messengers, and other expenses of like
character connected with normal check-clearing activities which are customarily
absorbed as part of the operating expenses of banks, even though these charges
may enter into computations forming the basis for service charges which when
collected constitute operating income of the bank.

(3) The feature of progressive competitive bidding characteristic of interest is
Jacking in the case of absorption of exchange charges, as the amount of the exchange
charge is fixed not by the depository bank but by the non-par drawee bank and
would not vary as between depositories regardless of the bank selected as the
collecting medium.

(4) Although the practice of absorbing exchange charges antedated the legislation
on which the Corporation’s interest regulations are predicated, no suggestion may
be found in the legislative record or history of this provision to indicate any purpose
on the part of Congress to permit any regulations of the practice of charging ex-
change in connection with the regulation of interest. Any restriction against ab-
sorption of exchange charges would naturally act as a direct deterrent to the im-
position of such charges by the many banks which now impose them. In view of
the well-known and turbulent history of the par-clearance issue and the absence of
a specific congressional mandate, it seems evident that Congress did not authorize
the Corporation to hold that the absorption of exchange charges in the ordinary
course of business constitutes payment of interest.

This opinion will not apply to cases where the particular circumstances are such
as to establish that the practice has been resorted to deliberately as a device for
the payment of compensation to a depositor for the use of his funds.

Francis C. BROWN
General Counsel
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LETTER TO THE CHAIRMAN, SENATE COMMITTEE ON
) BANKING AND CURRENCY

January 3, 1945
THE HONORABLE ROBERT F. WAGNER
United States Senate
‘Washington, D. C.

My dear Senator Wagner:

I am informed that the Senate Banking and Currency Committee closed the
hearings on the Maybank Bill, S. 1642 on Friday, December 15, 1944 and gave
permission to all interested parties, including this Corporation, to file statements
of their views, if they so desired, on or before December 21, 1944. It was impossible
for me to file a statement by December 21 owing to a number of pressing matters
which were occupying my time, and permission was granted me to file the statement
at a later date in order to give me a reasonable opportunity to consider the matter.

I understand that it was necessary to limit the hearings due to the fact that they
were started a few days before the Seventy-eighth Congress adjourned, and that
many witnesses desiring to testify could not be heard. I also understand that the
hearings were discontinued following the action of the Senate on the Maybank
amendment to the Crop Insurance Bill and that the Committee had no opportunity
to consider many aspects of the bill before adjournment and that it did not act
upon the measure. In view of these facts, I have concluded that there will be no
purpose in my filing a detailed statement of my views on the Maybank bill, as it
would simply be incorporated in the record without having been actually considered
by the Committee.

However, I believe a bill such as the Maybank Bill should be enacted to prevent
disruption of the time-honored business practice of nonpar banks and to permit
banks to absorb on a voluntary basis exchange charges, as well as other expenses
connected with the handling of their depositors’ accounts, in the same manner as
they have been doing for the past ten years and longer, and as many of them are
doing today. I think the present situation is particularly unfortunate because it is
common knowledge that member banks in some areas are freely absorbing exchange
charges whereas member banks in other areas are being prevented from doing so,
so that aside from having no legal foundation, the administrative rule against
absorption of exchange is not being uniformly applied to all member banks.

As even the American Bankers’ Association which opposed the Maybank-Brown
bills has recommended that the existing practice not be changed abruptly, and that
the entire problem be studied, it seems probable that the new Congress will wish
to act on this matter in some way. Therefore, I have concluded not to exercise the
privilege which you have kindly afforded me of filing a statement at this time.
However, I will be very happy to submit testimony on any measure which may be
offered in the new Congress dealing with this subject. Anyone desiring to know my
views on this subject in greater detail is referred to my testimony before the House
Banking and Currency Committee appearing in the printed hearings on the Brown
Bill (H. R. 3956) at pages 112 to 132, 150 to 155, and 669 to 694.

I would appreciate it very much if you would have this letter made a part of the
record in the event the hearings before the Senate Banking and Currency Com-
mittee of the Seventy-eighth Congress on the Maybank Bill are to be printed.

Yours very truly,
(Signed) LEO0 T. CROWLEY
Chairman
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REGULATIONS OF THE CORPORATION!

PART 302—ASSESSMENTS

As Amended June 15, 1944

Section 302.1* * *,
302.2% * *,

302.3 Payment of assessments by banks whose insured status has termi-
nated—(a) Assumed deposits of terminating bank become deposits of
assuming bank. The deposit liabilities of one bank, if assumed by a second insured
bank, will, except to the extent that depositors of the first bank by affrmative action
signify their express intention to hold the first bank liable as a debtor, be presumed
for assessment purposes to cease being deposit liabilities of the first bank on the date
the assumption becomes effective, Provided, the requisite notice of assumption be
given to the depositors. The assumed deposits, for assessment purposes, are deposit
liabilities of the assuming bank from the date of assumption, whether or not the
requisite notice of assumption has been given to the depositors.

(b) Payment of assessments by assuming bank on assumed deposits of
terminating bank. Where the deposit liabilities of an insured bank are assumed
by another insured bank and the assuming bank agrees to file the certified statement
which the terminating bank is required to file, the filing of such certified statement
and the payment of the assessment thereon by the assuming bank shall be deemed
the acts of the terminating bank: Provided, the requisite notice of assumption be
given to the depositors of the terminating bank and, Provided further, That such
certified statement shall be filed separately from that required to be filed by the
assuming bank.

(¢) Resumption of insured status before insurance of deposits ceases.
If a bank whose insured status has been terminated under paragraphs (1) or (2) of
subsection (i), of section 12B of the Federal Reserve Act, as amended (12 U. S. C.
264 (i) (1) and (2) ), makes application to the Corporation, before the insurance of
its deposits shall have ceased, to be permitted to continue or to resume its status
as an insured bank and if the directors grant the application, the bank will be
deemed, for assessment purposes, to continue as an insured bank and must thereafter
furnish certified statements and pay assessments as though its insured status had
not been terminated.

PART 303—ADVERTISEMENT OF MEMBERSHIP
As Amended January 27, 1944

Section 303.0* * *,

303.1 Mandatory requirements with regard to the official signs and their
display—(a) * * *,

(b) Official sign. The official sign referred to in paragraph (2) of this section
shall be seven inches by three inches in size, and shall be of the following design:

1 A new print, revised as of July 15, 1944, is available upon request. The Rules and Regulations of
the Corporation are to be found in Chapter III, Title 12 of the Code of Federal Regulations.
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Any insured bank may procure the standard signs from the Corporation or may
use any other sign of the same size, wording and appearance which shall have been
approved in writing by the Corporation as conforming to the requirements of this
section. Such approval will be given only in individual cases where the standard
sign does not harmonize with the bank’s counters and fixtures or where it cannot
be adequately displayed because of the type of construction of the bank’s counters
or fixtures.

The Corporation shall furnish to banks an order blank for use in procuring the
official signs. Any bank which promptly, after receipt of the order blank, fills it in,
executes it, and properly directs and forwards it to the Federal Deposit Insurance
Corporation, Washington, D. C., shall not be deemed to have violated this regulation
on aceount of not displaying an official sign or signs, unless the bank shall omit to
display such official sign or signs after same have been tendered to the bank through
the instrumentality of the United States mail or otherwise.

(C) * ¥ *.
(d) * ¥ ¥

303.2 Mandatory requirements with regard to the official advertising
statement and manner of use—(a) Insured banks to include official ad-
vertising statement in advertisements of types enumerated. Each insured
bank shall include the official advertising statement, prescribed in paragraph (b)
of this section, in advertisements issued or caused to be issued by it after November
20, 1936, of the types enumerated in paragraph (c) of this section as being of the
class in which the official statement is required to be included.

No bank which becomes an insured bank after October 26, 1936, is required to
include the official advertising statement in such advertisements until 60 days after
its first day of operation as an insured bank.

In cases where the Board of Directors of the Federal Deposit Insurance Cor-
poration shall find the application to be meritorious; that there has been no neglect
or wilful violation in the observance of this paragraph, and that undue hardship
will result by reason of its requirements, the Board of Directors may grant a tem-
porary exemption from its provisions to a particular bank upon its written ap-~
plication setting forth the facts.

In cases where advertising copy not including the official advertising statement
is on hand on the date the requirements of this paragraph become operative, the
insured bank may cause the official advertising statement to be included by use
of a rubber stamp or otherwise.

LR
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PART 306—AGENTS FOR SERVICE OF PROCESS
As Amended January 27, 1944

Section 306.1 Agents for service of process. The board of directors has desig-
nated an agent upon whom service of process may be made in each state, territory
and other jurisdiction in which an insured bank is located. A current list containing
the names and addresses of such agents is kept on file in the Office of the Corpora-
tion, Washington, D. C.; a current list of such agents in each Federal Deposit
Insurance district is kept on file in the office of the supervising examiner for the
district; and, the name and address of such agent for each state, territory and
jurisdiction are on file with the secretary of state or corresponding official in such
state, territory or jurisdiction. Persons desiring to serve process upon the Federal
Deposit Insurance Corporation may obtain the name and address of the proper
agent by communicating with such local official, the supervising examiner for the
district, or the Federal Deposit Insurance Corporation, Washington, D. C.

PART 309—VOLUNTARY TERMINATION OF INSURED STATUS
Adopted March 17, 1944

Sec. Sec.

809.1 Steps to be taken and records to 309.3 Steps to be taken and records to
be furnished the Corporation be furnished the Corporation
by an insured nonmember where deposits are assumed by
bank in liquidation. another insured bank.

309.2 Steps to be taken and records to
be furnished the Corporation
by a member bank in liquida-
tion (both state and national).

Section 309.1 Steps to be taken and records to be furnished the Cor-
poration by an insured nonmember bank in liquidation (a) Whenever a non-
member bank goes into liquidation and its insured status has not been terminated
by the board! and its deposit liabilities are not assumed by another insured bank,
it shall terminate its status as an insured bank in accordance with the provisions
of paragraph (1), subsection (i) of section 12B of the Federal Reserve Act,
as amended.? To effect such termination the bank shall adopt a resolution in form
substantially as follows:

“RESOLVED: (1) that the status of the...........cviiiiiiiiinrinnennn.
(Name of bank)

........................ as an insured bank under the provisions of section
(City or town) (State)

12B of the Federal Reserve Act, as amended, shall terminate ninety (90) days
from the date of the receipt by the Federal Deposit Insurance Corporation of
a copy of this resolution;?

1 Board means board of directors of the Federal Deposit Insurance Corporation.

2 The Federal Deposit Insurance Act (12 U. S. C., 264) provides in subsection (i) (1), in part, as
follows: “Any insured bank (except a national member bank or State member bank) may, upon not
Iess than ninety days’ written notice to the Corporation, and to the Reconstruction Finance Cor-
poration if it owns or holds as pledgee any preferred stock, capital notes, or debentures of such bank,
terminate its status as an insured bank. * * * After the termination of the insured status of any bank
* * * the insured depesits of each depositor in the bank on the date of such termination, less all sub-
sequent withdrawals from any deposits of such depositor, shall continue for a period of two years to be
insured, and the bank shall continue to pay to the Corporation assessments as in the case of an insured
bank during such period. * * *” (Bold face supplied.)

. 3 If the bank desires to fix a later date of termination, it may do =0 as the law prescribes only the
minimum notice period which is 90 days.
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@) that. ... ... is hereby directed to

(Cashier or other officer)
immediately forward a certified copy of this resolution to the Federal Deposit
Insurance Corporation, Washington, D. C., which shall constitute the notice
of termination prescribed in paragraph (1), subsection (i) of said section 12B.”

Upon receipt of a certified copy of the aforesaid resolution the Corporation will
promptly advise the bank of the date of the receipt thereof, and confirm the date
of the termination of its insured status.

Thereupon, and prior to the termination date, the bank shall give notice to its
depositors of the termination of its insured status. Such notice shall be (1) mailed
to each depositor at his last address of record as shown upon the books of the bank;
(2) published in not less than two issues of a local newspaper of general circulation,
and (3) in form substantially as follows:

NOTICE TO DEPOSITORS:

PLEASE BE ADVISED that thestatusof the................................
(Name of bank)

.............................. as an insured bank under the provisions of

(City or town) (State)
section 12B of the Federal Reserve Act, as amended, will terminate on the. .....
dayof..........ocovvn.. , 19

You ARE FURTHER ADVISED that your insured deposits in this bank on the
date of termination will continue to be insured within the limitations provided
by law.

(Address)”

(There may be included in such notice any additional information or advice the
bank may deem desirable.)

(b) The bank shall furnish to the Corporation the following records and in-
formation:

(1) An affidavit of the mailing and an affidavit of the publication of the notice
to depositors. The affidavit of mailing should be executed by the person mailing
the notice and should state (a) the date of mailing, (b) that it was mailed to each
depositor at his last address of record as shown on the books of the bank and (c) that
a copy of the notice as mailed is attached.

(2) A certified copy of the resolutions pursuant to which the bank was placed
in liquidation and/or any other document or instrument required by law to place
the bank in liquidation.

(8) The bank shall continue to file certified statements and pay assessments
thereon for the period its deposits are insured, as provided by the Federal Deposit
Insurance Law:4 Provided, That after the bank shall have paid in full its deposit
liabilities and the assessment to the Corporation required to be paid for the semi-
annual period in which its deposit liabilities are paid in full, and after it shall under
applicable law have ceased to have authority to transact a banking business and
to have existence except for the purpose of, and to the extent permitted by law for
winding up its affairs, it shall not be required to file further certified statements
nor to pay further assessments.

(4) When the deposit liabilities of the bank shall have been paid in full, the bank
shall furnish to the Corporation an affidavit executed by two of its officers, which
4 See footnote number 2,
Digitized for FRASER

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



100 FEDERAL DEPOSIT INSURANCE CORPORATION

affidavit shall state the fact that the deposit liabilities have been paid in full and
give the date of the final payment thereof.’

(5) Where the bank has unclaimed deposits the affidavit to be furnished pursuant
to the preceding paragraph, shall further state the amount of such unclaimed
deposits and the disposition made of the funds to be held to meet such claims. For
assessment purposes, the following will be considered as payment of such unclaimed
deposits, viz:

(i) the transfer of cash funds in an amount sufficient to pay such unclaimed
and unpaid deposits to the public official authorized under the law to receive
the same; or

(ii) if no provision is made by law for the transfer of funds to a public official,
the transfer of cash funds or compensatory assets to an insured bank in an amount
sufficient to pay the unclaimed and unpaid deposits in consideration of such
insured bank assuming the payment thereof: Provided, That, prior to such
transfer, the liquidating bank shall have given notice, as hereinafter provided,
to the owners of the unclaimed deposits of the intended transfer and a reasonable
time shall have elapsed after the giving of such notice to enable the depositors
to obtain their deposits. Such notice shall be mailed to each depositor and shall
be published in a local newspaper of general circulation. The notice shall advise
such depositors of the liquidation of the bank; shall request them to call for and
accept payment of their deposits; and shall state the disposition to be made of
their deposits upon their failure to promptly claim the same.

If such unclaimed and unpaid deposits are disposed of as provided in (i) above,
a certified copy of the public official’s receipt issued for such funds shall be furnished
to the Corporation. If such unclaimed and unpaid deposits are disposed of as pro-
vided in (ii) above, an affidavit of the publication and of the mailing of the notice
to depositors, together with a copy of such notice, and a certified copy of the contract
of assumption shall be furnished to the Corporation.

(6) The liquidating bank shall advise the Corporation of the date on which the
authority or right of the bank to do a banking business shall have terminated and
the method or means whereby such termination shall have been affected, that is,
whether such termination has been effected by the surrender of its charter, by the
cancellation of its authority or license to do a banking business by the supervisory
authority, or otherwise.t

309.2 Steps to be taken and records to be furnished the Corporation
by a member bank in liquidation (both state and national). (a) Whenever
a bank which is 2 member of the Federal Reserve System goes into liquidation and
its insured status has not been terminated by the board? and its deposit liabilities
are not assumed by another insured bank, it shall notify its depositors of the date
of the termination of its insured status.® Such notice shall be in the form prescribed
in the preceding section and shall be given at the time and in the manner therein
provided.

5 The issuance of a draft or officer’s check does not constitute the discharge of a deposit liability
or relieve the bank of assessment until such draft or other evidence of payment has been duly presented
for payment and has been paid.

¢ Ag the governing law of the various jurisdictions is not uniform in this respeet, it is suggested
that the applicable statute be consulted and that this Corporation be advised of the manner in which
the termination or cancellation of such authority has been effected.

7 See footnote number 1.

8 Said subsection (i) (2) provides, in part, as follows: ‘“Whenever a member bank shall cease to be
a member of the Federal Reserve System, its status as an insured bank shall, without notice or other
action by the board of directors, terminate on the date the bank shall cease to be a member of the Federal
Reserve System, with like effect as if its insured status had been terminated on said date by the board
of directors after proceedings under paragraph (1) of this subsection.” Section 10, subsection (c¢) of
regulation H of the Board of Governors of the Federal Reserve System provides, in part, as follows:
“A bank’s withdrawal from membership in the Federal Reserve System is effective on the date on which
the Federal Reserve bank stock held by it is duly canceled.”
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(b) The bank shall furnish to the Corporation the records and information
mentioned in, and comply with the requirements of, subsection (b) of the preceding
section.

309.3 Steps to be taken and records to be furnished the Corporation
where deposits are assumed by another insured bank.9 (a) Whenever the
deposit liabilities of an insured bank are assumed by another insured bank, the bank
whose deposits are assumed or the assuming bank as its agent shall give notice to
its depositors of such assumption. Such notice shall be (1) mailed to each depositor
at his last address of record as shown upon the books of the bank; (2) published in
not less than two issues of a local newspaper of general circulation, and (3) in form
substantially as follows:

NOTICE TO DEPOSITORS:

PLEASE BE ADVISED that the deposit liabilities shown on the books of the
undersigned bank as of the close of business on.................... ,19....
have been assumed by the

(Name of assuming bank) (city or town) (State)
and that the status of the undersigned bank as an insured bank will therefore
terminate as provided in section 12B (i) (4) of the Federal Reserve Act,
as amended.

YOU ARE FURTHER ADVISED that. .......... ... ... ... . 0. i
(Name of assuming bank)
is an insured bank and that your deposits will continue to be insured by the
Federal Deposit Insurance Corporation in the manner and to the extent provided
in said Act.

(Address)”

(There may be included in such notice any additional information or advice
the bank may deem desirable.)

The bank shall furnish to the Corporation an affidavit of mailing and an affidavit
of publication of the notice to depositors. The affidavit of mailing should be in the
form preseribed in paragraph (1), subsection (b) of section 309.1.

(b) The liquidating bank shall continue to file certified statements and pay
assessments thereon for the period its deposits are insured, as provided by the
Federal Deposit Insurance Law: Provided, That if the liquidating bank, or the
assuming bank as its agent, has given the requisite notice to the depositors of the
assumption of the deposit liabilities within thirty days after such assumption takes
effect, then the liquidating bank shall file a final certified statement, which statement
shall be executed to reflect its average daily deposit liabilities for the semiannual
period in which its deposit liabilities are assumed and shall pay to the Corporation
the normal assessment thereon.lt

¢ Said subsection (i) (4) provides, in part, as follows: ‘“Whenever the liabilities of an insured bank
for deposits shall have been assumed by another insured bank or banks, the insured status of the bank
whose liabilities are so assumed shall terminate on the date of receipt by the Corporation of satisfactory
evidence of such assumption with like effect as if its insured status had been terminated on said date by
the board of directors after proceedings under paragraph (1) of this subsection: Provided, That if the
bank whose liabilities are so assumed gives to its depositors notice of such assumption withm 30 days
after such assumption takes effect by publication or by any reasonable means, in accordance with regula-
tions to be prescribed by the board of directors, the insurance of its deposits shall terminate at the end
of 6 months from the date such assumption takes effect, and such bank shall thereupon be relieved of all
future obligations to the Corporation, including the obligation to pay future assessments.”

1 If this notice is given by the assuming bank ag agent for the liquidating bank, it may add its own
name designating itself as agent.

11 See section 302.3 of part 302 of these Rules and Regulations.
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{e¢) The Corporation will consider receipt of the following as satisfactory evidence
of such assumption:

(1) A certified copy of the resolution (a) duly authorizing the bank’s officers
to enter into a contract for the sale of the bank’s assets to another insured bank
upon the consideration of the assumption by it of the deposit liabilities, and (b)
duly placing the bank in liquidation.

(2) A certified copy of the assumption agreement, provided it contains an express
undertaking by an insured bank to pay the deposit liabilities of the bank going into
liquidation.

(d) The bank shall furnish to the Corporation the information called for in
paragraph (6), subsection (b) of section 309.1.

STATE LEGISLATION RELATING TO BANK SUPERVISION
AND BANK OPERATIONS

Regular sessions of State legislatures were held during 1944 in nine states. All
but ten State legislatures held extra or special sessions which were devoted prin-
cipally to the enactment of war legislation. Many of the legislatures enacted statutes
beneficial to persons in military service and protecting others in their dealings with
them, such as acts relating to proof of wills of persons in military service, appoint-
ment of conservators or interim trustees, and acts validating actions taken under
powers of attorney of such persons. The Legislatures of Kentucky and Mississippi
enacted statutes (Kentucky Ch. 15, Mississippi Ch. 253) for the purpose of con-
forming their laws to Executive Order No. 9112 of March 26, 1942, and Federal
Reserve Regulation V so as to exclude from statutes prescribing bank loan limita-
tions loans which are guaranteed by commitments to purchase same given by
Federal Reserve banks, the United States or agencies thereof (including wholly
owned corporations).

Some of the more important subjects dealt with by State legislation during 1944
are listed below.

AFFECTING BANKING AND SUPERVISORY AUTHORITY
Internal functions:

Abolishing the office of general attorney for the banking department, directing
the Attorney General to advise the department on legal matters, and au-
thorizing the State Comptroller, with Attorney General’s approval, to employ
special counsel in litigation.. ........... ... ... ..., Mississippi (Ch. 260)

Increasing from two-thirds to three-fifths the percentage of votes required for
action by the banking board in discharging various duties. .New York (Ch. 52)

Banks in financial difficulties:

Amending provisions relating to circumstances under which superintendent may
take possession of banking institutions.................. New York (Ch. 40)

Providing that on petition of superintendent showing that a bank has ceased to
transact business, or not completed voluntary dissolution, or abandoned and
forfeited its charter and has distributed its assets a court may order such bank
dissolved and terminated. Providing for the disposition of securities of such
banks deposited with the superintendent after the expiration of prescribed
£ (0T A New York (Ch. 40)
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Banks in financial difficulties:—Continued

Providing that statements executed and acknowledged by superintendent and
setting forth extracts from records of or relating to banking organizations in his
possession shall be received in evidence with the same effect as the original

New York (Ch. 40)

Other:

Making the commissioner of banking and insurance the lawful attorney for
service of process against foreign banking institutions and national banks
pertaining to any trust or estate in respect to which such bank is acting in a
fiduciary capacity. . .....ccoviii i i e e e New Jersey (Ch. 209)

Amending law relating to the destruction of reports and documents received by
the banking department and declaring that reproductions thereof shall be
deemed for any purpose to be equivalent of the original....New York (Ch. 23)

Authorizing the superintendent to deduct from allowed claims for unclaimed
deposits a service charge of one percent, plus any court allowed costs and
== S U AR PP New York (Ch. 40)

Permitting the superintendent of banks to levy assessments against banking
organizations at rates lower than those previously specified. . New York (Ch. 25)

OPERATIONS OF BANKS OF DEPOSIT

Limitations on loans, investments and deposits:

Excepting from the loan limitations loans and discounts secured by Federal or
State securities when maximum par value of such securities that may be loaned
is fixed by the Comptroller........................... Mississippi (Ch. 253)

Providing that industrial banks may not deal in bonds or notes which are in
default as to either principal or interest when acquired, but permits the holding
of such bonds or notes not in default when acquired. . .... New York (Ch. 247)

Amending the law relating to limitation on amount of deposits..............
.................................................. Mississippi (Ch. 255)

Amending method of computing the maximum deposits which a bank or trust
company may hold.................. .. ... ... Rhode Island (Ch. 1523)

Checks:

Providing that stop-payment order must be in writing to be effective against
local banks, and providing for renewal thereof every six months............
.................................................. Mississippi (Ch. 256)

Providing that no bank or trust company shall be liable for non-payment through
mistake or error of a check unless the depositor proves actual damage thereby
.................................................. Mississippi (Ch. 257)

Reducing the time in which a depositor must notify his bank of a raised or forged
check against his account in order to hold the bank liable. .Virginia (Ch. 18)

Security and pledge of assets:

Permitting the State Treasurer to require deposit of United States or state bonds
as security for deposits of public moneys in banking institutions..........
.................................................. New Jersey (Ch. T79)
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Security and pledge of assets:—Continued

Removing the qualification of ‘“market” in respect to the value of securities
deposited by foreign banking corporations as applied to the amount of such
securities in excess of that required to be deposited which may be withdrawn
.................................................. New York (Ch. 21)

Permitting banks, industrial banks, and trust companies to act as financial agents
of the United States Government and as depositories of public money of the
United States. Permitting such institutions to pledge assets to secure such de-
posits and to secure the faithful performance of duties as such agent........
................................................... New York (Ch. 13)

Other:

Amending the law relating to annual transfer of earnings to surplus..........
.................................................. Mississippi (Ch. 254)

Prescribing period during which records and files of a bank must be preserved
.................................................. Mississippi (Ch. 258)

Authorizing the establishment and maintenance of branch banking offices or
agencies upon approval of application by bank commissioner................
................................................... New Jersey (Ch. 30)

Repealing the authority of safe deposit companies to maintain branches in place
outside the state but permitting certain such companies owned by other banking
institutions to open branches where such other institutions have a branch
................................................... New York (Ch. 15)

Amending requirements relating to applications to change location of an office
(other than the principal place of business) of a safe deposit company........

................................................... New York (Ch. 26)
Amending law relating to change of location of place of business of licensed
lenders. . ..o e e e et New York (Ch. 26)

Providing for guaranteed bank loans to certain war veterans for the purpose of
re-establishing themselves in small businesses or professions................
.................................................. New Jersey (Ch. 126)

Permitting state officials having public funds deposited in banks to participate
in and consent to certain amendments to the certificate of incorporation of

suchbanks., ... ...t i i New Jersey (Ch. 13)
Allowing banks and trust companies having shares of capital stock to fix the par
value thereof at not less than $1.00 per share............ New Jersey (Ch. 25)
Repealing Act relating to the creation of corporations to receive assets of banks
................................................... New York (Ch. 12)
Amending law relating to qualifications of directors of safe deposit companies
.................................................. New York (Ch. 151)
Regulating and licensing check cashing agencies.......... New York (Ch. 598)

Providing that wages owing to bank employees for services shall, under certain
circumstances, be preferred claims against banks........ New York (Ch. 40)

Requiring bank directors to cause an examination to be made of their bank only
ONCE & FOAT. ... .ouireennennrnnnennennennesnesnannnns Virginia (Ch. 17)

Legalizing business transacted by banks or cash depositories on any day other
thanSunday............... ... ... ...l South Carolina (Ch. 499)
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Other:—Continued

Providing for the assignment of accounts receivable without notice............
................................................... Virginia (Ch. 223)..

SAVINGS BANKS, TRUST FUNDS, AND FIDUCIARY INSTITUTIONS
Common trust funds and legal investments:

Authorizing banks to establish common trust funds and prescribing conditions
precedent to investment of fiduciary funds................ Virginia (Ch. 369)

Changing time for valuing common trust funds held by trust companies......
.................................................. New York (Ch. 158)

Prohibiting fiduciary bank or trust company from purchasing own stock for
estate under its management unless expressly authorized by the trust instrument
but permitting such fiduciary to hold such shares originally received directly
from the testator or donor if considered a proper investment under the prudent

MAN TUlB. . ...ttt it ittt et Kentucky (Ch. 13)
Revising the requirements relating to the legality of railroad mortgage bonds as
legal investments for savingsbanks.................... New Jersey (Ch. 104)

Permitting board of managers of savings banks in determining whether invest-
ments meet legal requirements, to rely on statistical, financial or other in-
formation in publications accepted as reliable by the commissioner. Providing
that investments, legal when made, shall continue to be legal, but requiring
that securities illegal when exchanged under reorganization or recapitalization
must be disposed of within the prescribed period........ New Jersey (Ch. 104)

Permitting savings banks to invest in mortgages on real property in adjoining
States. ... i e e e New York (Ch. 24)

Reducing the amount of stock of certain national banks which a savings bank or
trust company may hold as investment or as security for loans............
............................................... Rhode Island (Ch. 1879)

Authorizing savings banks and trust companies to invest in notes or bonds secured
by mortgages issued under Title III of the Servicemen’s Readjustment Act of
1044, e e e e Maine (Ch. 925)

Deposits:

Providing that until six months after the war deposits of a savings bank in any
other bank shall not exceed 10 percent of its deposits, nor the capital stock
and surplus of such depository.................... Rhode Island (Ch. 1389)

Other:

Permitting banks and trust companies acting as fiduciaries to cause securities held
in such capacity to be registered and held in the name of a nominee..........
............ Kentucky (Ch. 11), New Jersey (Ch. 114), New York (Ch. 215)

Providing for cancellation of bonds without surety given by banks or trust com-
panies where the assets of estate have been distributed to persons entitled
thereto and discharging the fiduciary from all liability on such bonds........
.................................................. New Jersey (Ch. 181)

Providing that the deposit required of trust companies may consist of United
States guaranteed securities, as well as United States securities, and requiring
that such deposit be equal to the par value but not less than market value of
10 percent of the capital stock of the trust company....New York (Ch. 21)
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Other:—Continued

Providing for discretionary orders of the Supreme Courts in litigation involving
mortgage and bond holders who object to modification of the terms of such
bonds by trust companies..............ciiiiiiiin... New York (Ch. 128)

Including trust companies, except members of the Federal Reserve System, among
the banks which are required to maintain a reserve fund. Member banks must
maintain the reserves required by Federal law...... Rhode Island (Ch. 1522)

Permitting two or more savings banks in the same county to merge or consolidate
into a single savings bank........................... New Jersey (Ch. 22)

Regulating the pensioning of officers and employees of savings banks, exempting
such pensions from execution or attachment, and including the time spent in
military service in computing the length of service under such pensions. .....
.................................................. New Jersey (Ch. 147)

Authorizing savings banks, credit unions, and savings and loan associations to
establish death, disability, and retirement plans for employees...............
............................................... Rhode Island (Ch. 1495)

Adopting Uniform Trust Receipts Act................... Virginia (Ch. 368)

Requiring banks and other fiduciary institutions to furnish information to Family
Court upon request relative to funds of persons chargeable with support of
others and persons asking for such support....South Carolina (Act No. 509)

BANKS IN FINANCIAL DIFFICULTIES OR RECEIVERSHIP

Authorizing surviving directors as trustees on dissolution of dissolved banks and
trust companies to sell or distribute assets of inter vivos trusts held by the
institution as trustee prior to dissolution and validating instruments previously
executed by such directors in such actions............. -.New Jersey (Ch. 176)

Authorizing the State Treasury to dispose of bonds, mortgages, and stocks of
corporations standing in his or the state’s name received in liquidation of claims
against insolvent banks................. ... ... ... New Jersey (Ch. 15)

Amending the law relating to the disposition of contents of safe deposit boxes of
banks in the possession of superintendent.............. New York (Ch. 40)

Amending law relating to payment of dividends by superintendent of banks to
creditors of banks in his possession. Providing that no creditor shall be entitled
to receive interest on dividends because of delay in their payment..........
................................................... New York (Ch. 40)

CREDIT UNIONS AND SMALL LOANS

Authorizing credit unions to sell to members negotiable checks drawn by or on
it and payable by or through a trust company or national bank............
.............................................. Rhode Island (Ch. 1493)

Restricting the pledge of shares or deposits in a credit union..................
............................................... Rhode Island (Ch. 1494)

Revising thesmallloanlaw.................. ...t Virginia (Ch. 870)
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NUMBER, OFFICES, AND DEPOSITS OF ALL OPERATING BANKS

Changes in number and classification of operating banks and branches in the

Grouped according to tnsurance status and class of bank, and by State and type

Table 101.
United States and possessions during 1944
Table 102. Number of operating banks and branches, December 31, 1944
of office
Table 103.

December 31, 1944

Number and deposits of operating commercial and mutual savings banks,

Banks grouped according to insurance status and by State

The line of demarcation between banks and other types
of financial institutions is not always clear. In these tables
provision of deposit facilities for the general public is the
chief criterion. However, trust companies not engaged in
deposit banking are included because uninvested trust
funds may be insured by the Federal Deposit Insurance
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savings banks, with a few exceptions, aceept only savings
deposits, while most banks classified as commercial banks
also accept checking acecounts and other deposits subject
to withdrawal on demand. However, a few banks included
in the commercial group hold only savings and time
deposits. Trust companies are included with commercial
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Corporation, and credit unions which accept deposits are
excluded. A more detailed statement of institutions
included and excluded is given in the Annual Report of
the Corporation for 1943, pages 59-60.

The data in the tables which follow relate to banks
operating in the continental United States and in Alaska,
Hawaii, Puerto Rico, and the Virgin Islands, including
branches of foreign banks which engage in a general
deposit business in this area.

Banks are classified on the following bases:
Insurance status
Commercial and mutual savings
Membership in the Federal Reserve System

A bank is classified as an insured bank when its deposits
are insured by the Federal Deposit Insurance Corporation.
All banks members of the Federal Reserve System are
required by law to be insured banks. Other banks may be
admitted to deposit insurance upon meeting conditions
prescribed by law.

The traditional distinction between commercial banks
and mutual savings banks has been followed. Mutual

banks since most institutions known as trust companies
accept checking accounts.

Banks members of the Federal Reserve System are
separated into two groups: national and State. All na-
tional banks in the continental United States are required
to be members of the Federal Reserve System; State
chartered banks may become members of the Federal
Reserve System upon meeting certain conditions. None of
the six national banks in the possessions is a member of
the Federal Reserve System; four have been admitted to
deposit insurance.

Sources of data:

Insured banks: records of the Federal Deposit Insurance
Corporation; Office of the Comptroller of the Currency;
and Board of Governors of the Federal Reserve System.

Noninsured banks: Board of Governors of the Federal
Reserve System; State banking authorities; Rand McNally
Bankers Directory; and Polk’s Bankers Encyclopedia.
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Table 101. CHANGES IN NUMBER AND CLASSIFICATION OF OPERATING BANKS AND BRANCHES
IN THE UNITED STATES AND POSSESSIONS DURING 1944

All banks Commercial banks and trust companies Mutual savings banks
Insured! Noninsured
Members F. R. T
Type of change ] Not rust
Total | In- | Non- | qopq System mem- | Banks | €00 | Total | Tn- | Non-
sured |insured Total bers panies sured? |insured
N s F.R (gogiet- not ac-
ational] State sten cepting|
System deposits
BANKS
Number of banks, December 31, 1944..................... 14,710 | 13,460 | 1,250 | 14,167 | 13,268 | 5,025| 1,786 | 6,457 816 83 543 192 351
Number of banks, December 31, 1943..................... 14,751 | 13,458 | 1,293 | 14,206 | 13,274 || 5,040 ' 1,695 6,539 847 85 545 184 361
Netchangeduring year............ooviiiiiiienennion. ~41 +2 -43 -39 -6 -15 <491 -82 -31 -2 -2 +8 -10
Changes resulting from—
Banks beginning deposit operations 70 61 9 70 61 8 5 48
Newbanks.......ooooviiiiiiiiiinaaen, PN 65 56 9 65 56 8 5 43
Financial institutions becoming banks of deposit........ 5 5 ..., 5 Blloeeeenalenn AN 5.
Banks ceasing deposit operations. . .................. 111 96 15 109 95 32 9 54 12 2 2 1 1
Suspended banks not reopened or suceeeded............ 1 ) 3 PO 1 If...0.... Ceeenen . ool
Merged with financial aid of FDIC—net deerease. ...... 1 1]....... 1 1 ) 1 DR
Other mergers and absorptions—net decrease........... 74 67 7 72 66 26 8 32 4 2 2 1 1
Other liquidations......c.ivviriinirannerueranenrsens 35 27 8 35 27 5 1 21 b T P P
Noninsured banks becoming insured................. ieeee +39 -39 s 4300 e “+30 =30 [ ... ) enees +9 -9
Successions to noninsured banks. . ....... .. ..000has PR PR +4 -41..... . +4l ..., . +4 e 3 I D el P
Admissions to insurance, operating banks?........ ... o0 +35 =85 ]......n F26H. it +26 ~26 ..o ]eeen.n. +9 -9
Insured banks becoming noninsured........... e R -2 +21..... B2 P R, -2 F2 0 e
Succession to insured bank. ........ciiiiiiiiiiiiiian. e -2 +2]..... . 7| R P, -2 L 21 PR R | A P
Other changes in classification among banks.........|.......[...ooot oo ]eenns . vea 49| 4957 104 .......0 . el iiiaes
National banks succeeding State banks................ PN P PR PR e . +13 -6 I PPN PP PRNPRO VPP PPN
State banks succeeding national banks..........ooovfiacinnfoeen e e e e e el L 3 P B ] PP (NI NI MV FI vee
Admissions to F. R. System. .. .....oooviiiiviinnnnonnanffinnnaiiienin e ien e e e e 4108 108 | ...iifeenii e s
Withdrawals from F. R, System.............. [ RN | A A P A P -7 E = P Y P U | S S vee
Changes not involving number in any class:
SUCCESSIONS. . ot i ecinerrnaeeienrenesrieerraas 5 |3 P 5 L7 RN 2 25 S e I
Changes in title, location, or name of location 58 56 2 57 55 17 13 25 24 ..., 1 I PR
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BRANCHES

Number of branches, December 31, 1944,
Number of branches, December 31, 1943

Net change during year..... A PN
Changes resulting from—

Branches opened for business................co00vete
Pacilities provided as agents of the government.........
Absorbed banks converted into branches...............
Branches replacing offices closed or relocated...........
Other branchesopened.........covvviiiiiiiennvnnas cae

Branches discontinued. .. ...............cc.iiiiinl .
Facilities provided as agents of the government.........
Other branches discontinued............. errean RN

Branches of banks admitted to insurance....... even

Other changes in classification among branches, .....
Branches transferred as result of absorption............
From State banks to national banks.........cvvveennn
Admissions to F. R. System............... rerareaans

Changes not involving number in any class:
Branches transferred as result of absorptions...
Changes in title, location, or name of location

ALL BANKING OFFICES

Number of offices, December 31,1944 .. .. ................
Number of offices, December 31, 1943...... P PPN

Net change during year............... eesseiesresaeaas

Changes resulting from—

Branches.........ciiiiiiiiniinnnne PN
Officesclosed............. Chenesesenaiaeae e
Banks.........oooviiniinanns
Branches........ooviivennanns P erisanean ..
Changes in classification................. PN
Noninsured banks to insured banks..... e
Insured banks to noninsured banks........ e
Noninsured branches to insured branches............ AN
Among insured banks............ e e
Among branches of insured banks..................000s

4,141
4,000

+141

18,851
18,751

+100

244
70
174

144
111
33

3,974
3,839

-+135

17,434
17,297

+137

227
61
166

129

167
161

+6

4,001
3,864

+137

18,168
18,070

+98

3,875
3,744

+131

17,143
17,018

+125

1,815
1,742

+73

6,840
6,782

+58

(S

1,080
1,049

+31

2,866
2,744

+122

980
953

+27

125
119

+6

140
136

+4

-

99
95

291
279

+12

41
41

! Includes 10 trust companies not engaged in deposit banking on December 31, 1944 and 11 on December 31, 1943.

2 Includes three mutual savings banks, members of the Federal Reserve System for December 31, 1944 and ‘December 31, 1943.

3 Operating at beginning of year.

Back figures—See the Annual Report for 1943, pp. 68-69, and earlier reports.
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Table 102. NUMBER OF OPERATING BANKS AND BRANCHES, DECEMBER 31, 1944
GROUPED ACCORDING TO INSURANCE STATUS AND CLASS OF BANK, AND BY STATE AND TYPE OF OFFICE

Insured banks

All banks Commercial banks and trust companies Mutual savings banks as percentages of—
Insured! Noninsured
State and type of bank or office Non- Me"g‘;‘;{ixg - R. Not Eg“msf In- | Non- All Com- | Mutual
Total {Insuredfjygured| Total [~———7———| mem- | Banks | papjes Total || gured? {insured| banks |merciallsavings
Total bers | of de- | ot ge- banks | banks
National| State | F-R. | posit leepting
System deposits
United States and possessions..... 18,851 | 17,434 | 1,417 | 18,168 | 17,143 | 6,840 | 2,866 | 7,437 941 84 683 291 392 92.5 94.4 42.6
All banks. .. ......c..ovvvvnnnnn 14,710 || 13,460 | 1,250 ] 14,167 | 13,268 | 5,025 | 1,786 | 6,457 816 83 543 192 351 91.5 93.7 35.4
Unitbanks. . . ................. 18,469 12,296 | 1,178 18,009 | 12,156y 4,651 1,588 | 45,881 772 82 460 141 319 91.8 93.4 30.7
Banks operating branches. . ...... 1,241 1,164 771 1,158 1,113 334 208 576 Lk 1 838 51 32 93.8 96.1 61.4
Branches................. ... 167 4,001 | 3,875y 1,815 1,080 980 125 1 140 99 41 96.0 96.9 70.7
United States 1,314 {18,058 | 17,136 | 6,840 | 2,866 | 7,430 843 79 683 291 392 93.0 94.9 42.6
All banks. . . 1,215 § 14,127 |1 13,263 93.9 35.4
Unit banks 1,147 12,980 | 12,152 93.6| 80.7
Banks oper e 684 1,147 1,111 96.9 61.4
Branches...........covvevnnnnnnn 991 8,981 3,873 98.5 70.7
Possessions....................... 103 110 7 6.4
All banks 5 35 40 5 12.5
Unit banks 3 26 29 3 10.8
Banks operating branches. ... .. .. 11 2 9 11 2 18.2
Branches.........cvvvnieneeen.n. 70 2 68 70 2 2.9
State
Alabama.............c00vennn.. 245 241 4 245 241 98.41).......
All banks. .... 217 213 4 217 213 98.2 |.......
Unit banks 208 204 4 208 204 981 |.......
Banks operating branches. . .... .. 9 Glevinnn 9 9 100.0
Branches...........coieenninn.n. 28 28 ..., 28 28 1000 [.......
Arizona. ...l 49 47 2 49 47 959 |.......
Allbanks....................... 14 12 2 14 12 85.7T1..cuuus
Unitbanks.................... 9 7 2 9 7 T7.8|eurennn
Banks operating branches . . .. .. .. 5 -3 S 5 5 1000 ). ...c..
Branches..............ccvvvun.n. 35 35 f....... 35 35 100.0 {.......
Arkansas.......... .. 247 227 20 247 227 91.9 .
All banks. , . 226 206 20 226 206 912 1.......
Unitbanks. ........... 207 187 20 207 187 90.8 | .nannn
Banks operating branches. . .. .. .. 19 19 |....... 19 19 1000 1.......
Branches............ooooviinnn. 21 21 ... 21 21 1000 |..vvuns
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California........................ 1,081 1,066 151 1,081 1,066 807 143
Allbanks. .. .ooveniivinnnnninnns 200 186 14 200 186 91 1
Unitbanks. . .................. 168 155 18 168 155 82 12
Banks operating branches. . ...... 32 81 1 32 31 9 7
Branches.....ooovvvvueninnniennn 881 880 1 881 880 716 124
Colorado. . 154 138 16 154 138 81 15
All banks. .. 150 134 16 150 134 i 15
Unitbanks. ............ 146 130 16 146 130 78 15
Banks operating branches. .. 4 2 I 4 4 V7
Branches......ocvvvniniernneiens. 4 4.0, 4 4 4i.......
Connecticut...................... 208 112 96 136 110 59 16
All banks. .... 189 101 88 117 99 51 13
Unit banks 181 94 87 109 92 46 11
Banks operating branches. ....... 8 7 1 8 7 &
Branches......coovevinvvannransens 19 11 8 19 11 8
Delaware.........covvivienieennnn 56 52 4 53 52 13
All banks......... 42 39 3 40 39 13
Unit banks 34 32 2 33 32 18
Banks operating branches. . .. .. .. 8 7 1 7 7
Branches.........coooiviiiniinn. 14 13 1 13 18l......
District of Columbia 55 55|....... 55 55 27 2
All banks. .......... 21 21 |....... 21 21 9
Unit banks 9 9l....... 9 9 4
Banks operating branches. . ...... 12 12 |....... 12 12 5
Branches.........oovvivenniinnns 34 34 |....... 34 2 18 1
Florida................00iiiviinn. 190 183 7 190 183 68
All banks. 171 165 6 171 165 56
Unit banks 156 151 5 156 151 46
Banks operating branches. . 15 1} 1 15 14 10
Branches.......ooveuiiecnnnnnnnn. 19 18 1 19 18 b R
Georgia. ........... ... . 393 317 76 393 317 78 19 220 /43 TSP PR TV PR 80.7 80.7 |.......
Allbanks. . ........ ..o, 350 276 74 350 276 47 12 217 (D PN P NS P, 78.9 89 1.......
Unitbanks. . .................. 330 258 72 330 258 35 8 214 o2 I I | R 78.2 78.21.......
Banks operating branches. ... .... 20 18 2 20 18 12 3 3 -2 IR R e 90.0 90.01.......
Branches......oooviviiannennnnnn 43 41 2 48 41 31 7 3 2 ., IR N P 95.3 95.83.......
Idaho...........ovviiiiiiinnaenn. 89 88 1 89 88 57 10 21 ) O A PP AP 98.9 989 |.......
Allbanks. . .......oo0vvinnnennn. 46 45 1 46 45 16 10 19 b I DR P A 97.8 97.8|.......
Unitbanks.................... 39 38 1 39 38 10 10 18 P 3 IR DY P T 97.4 97 4. ... ..
Banks operating branches. . .. .. .. é d P 7 7 [ AN I S I APV DO | PP DA 100.0( 100.0|.......
Branches..........coivvnninnnnnn. 43 43 | ... 43 438 41 ....... 2., I Y Y | AP P 100.0 | 100.0 |.......
Iinois..........coviininien ., 844 828 16 844 828 356 124 348 11 -3 PP | Y PR 98.1 98.11(.......
All banks i aesea e 838 822 16 838 822 350 124 348 11 [T PPN AV DR 98.1 98.1
Unitbanks. ................... 832 816 16 832 816 844 124 848 11 2 P DIV DR 98.1
Banks operating branches. ....... 6 Gl.oovun. 6 6 6l....... FPRVIV RS DI PR S c...... 100.0
Branches.......coovveernnnnnnnn. 6 61....... 6 6 [ 7 PP PR PP DAY PR O P 100.0
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Table 102, NUMBER OF OPERATING BANKS AND BRANCHES, DECEMBER 31, 1944—Continued
GROUPED ACCORDING TO INSURANCE STATUS AND CLASS OF BANK, AND BY STATE AND TYPE OF OFFICE

All banks Commercial banks and trust companies Moutual savings banks as {)Ig‘(l:;i%agzgl?f—
Insured! Noninsured
M F.R.
State and type of bank or office enébszgm R Not Trust Com- | Mutual
Non- Y com- In- Non- All ¥ !
Total |Insuredij,sured| Total mem- | Banks panies Total || gured? |insured| banks |mercialisavings
Total bers | of de- | 5t ac- banks | banks
National| State | Y- R. | posit lcepting
System deposits|
Indiana..............co0viivnnnn. 575 550 25 571 547 137 118 292 20 4 3 1 95.7 95.8 75.0
All banks.......coovvvinnivnnn.. 499 475 24 495 472 124 103 245 19 4 4 3 1 95.2 95.4 75.0
Unitbanks. ... ................ 458 480 23 449 427 116 100 211 18 3 1 9,.9 95.1 75.0
Banks operating branches. . .. .. .. 46 45 1 46 45 8 3 84 b N AU P DR P 97.8 97.8|.......
Branches..........covevuuiennn.. 76 75 1 76 75 13 16 47 R P o 98.7 98.71.......
TIowa............ e 807 807 738 99 63 576 69 [.......]... oo 91.4 91.4.......
All banks........ e 650 650 586 90.2 90.2.......
Unitbanks., ................... 584 5384 474 88.8 88.8.......
Banks operating branches. . .. .. .. 116 116 112 96.6 96,6 (.......
Branches.........cveeiviinecnnn. 157 157 152 96.8 96.8 |.......
Kansas........cooivenunnnnieeenn. 625 625 455 72.8 72.8
All banks 619 619 449 2.5 72.5
Unit banks 613 613 448 72.8 72.83
Banks operating branches . 6 6 6 100.0 | 100.0
Branches....... PPN 6 6 6 100.0 | 100.0
Kentucky..... N 428 428 398 93.0 93.0|.......
All banks........ . .. 392 392 363 92.6 926 |.......
Unitbanks. ..........ccoveunn. 874 374 846 92.5 92.5 . ......
Banke operating branches. . ... ... 18 18 17 944 75975 I
Branches..........ccoovnenns . 36 36 35 97.2 97.2 [ ......
Louisiana.................. AN 212 212 211 63 13 135 | S AP R T I 99.5 99.5(.......
All banks. . ......... Ceeiiiaaeee 149 149 148 32 8 108 | Y F N N P 99.3 99.83 [.......
Unitbanks. . .....ccocoviinann. 118 118 117 25 6 86 3 R DR | SR 99.2 99.2
Banks operating branches. ... .. .. 31 31 81 7 2 2221 I (AR PRI | S 100.0| 100.00.......
Branches. ..., N RN 63 63 63 31 5 b/ PO P I | T PO 100.0 )] 100.0 |......
Maine...... Lerevaeenreeenrseanan 163 129 113 40 33 40 16 |....... 34 6 28 73.0 87.6 1
All banks 98 66 57 35 5 17 L 2 I, 32 6 26 64.3 86.4 18.8
Unit banks 78 48 89 381 1 7 3 30 6 24 61.6 80.7
Banks operating branches. ... .. .. 25 28 18 4 4 10 5 20 ... 2 72.0 788 ... ...
Branches..... e eeee 65 63 56 5 28 23 A 200000, 2 86.2 889 1}.......

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

411

NOILLVHIOJYO)D AONVHUNSNI LISOdHdd TVadadd



Maryland..............

All banks......
Unit banks

Banks operating branches. . .. .. ..

Branches..............

Massachusetts..........

All banks. . ....
Unit banks

Banks operating branches. . .. .. ..

Branches..............

Michigan...............
All banks.............
Unitbanks..........

Banks operating branches. . .. .. ..

Branches..............

Minnesota.............

All banks. ...
Unit banks.

Banks operating branches
Branches..............

Mississippi........ e
All banks
Unit banks
Banks operating branches. . .. .. ..

Branches..............

Banks operating branches. ... ....

Branches..............

Montana...............

Unit banks

Banks operating branches. ... .. ..

Branches..............

Banks operating branches. .

Branches..............

All banks. . ..

Unitbanks. ... .....

Banks operating branckes. ... ....

Branches..............
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Table 102. NUMBER OF OPERATING BANKS AND BRANCHES, DECEMBER 31, 1944—Continued
GROUPED ACCORDING TO INSURANCE STATUS AND CLASS OF BANK, AND BY STATE AND TYPE OF OFFICE

Insured banks

All banks Commercial banks and trust companies Mutual savings banks as percentages of—
Insured! Noninsured
Members F. R,
State and type of bank or office e? s::m R Not Trust Com- | Mutual
Total [Insured Non- Total 4 mem- | Banks corm- Total In- Non- All mercialjsavings
. - 7 RE
insured Total bers | of de- Egg:lecs_ sured? |[insured| banks banks | banks
National| State - R. | posit Jeepting
System deposits
New Hampshire. ................. 110 58 52 67 58 53 1 4 91 430, ...... 43 52.7
All banks....... 107 57 50 65 57 52 1 4 8l....... 4214....... 42 53.3
Unit banks . e 104 56 48 63 56 51 1 4 7 41 41 53.8
Banks operahng ‘branches. .. ... . 3 1 2 2 1 1., I ....... 1 1 33.3
Branches........................ 3 1 2 2 1 ) S N ... 1h....... 1 33.3
New Jersey....................... 508 500 8 480 474 262 138 74 3 3 28 26 2 98.4
Allbanks....................... 375 8 345 220 73 52 3 3 24 22 2 97.9
Unit banks . . .. AT 315 8 288 196 47 45 3 S 21 19 2 97.5
Banks operating branches. . . 60 o 57 24 26 7 IV N 3 3. 100.0
Branehes........................ 133 129 42 65 22 ... ] 4 4 (... 100.0
New Mexico. ... ... ............... 49 49 23 5 2L 100.0
All banks. . ... 41 41 22 5 % DS DTN P | D, 100.0
Unit banks . . AU, 34 24 21 5 Bl de o0 100.0
Banks operating branches. . . . .. 7 7 1{....... -2 I B P A . 100.0
Branches........................ 8 8 1q....... Tl 100.0
New York........................ 1,545 1,342 588 607 147 190 190 f....... 99.2
All banks., . ... 827 684 403 190 91 131 181 ....... 98.5
Unit banks . AP 678 578 364 140 74 80 80 98.5
Banks operatmg branches‘ P 149 147 2 108 106 89 50 17 41 41 ... .. 98.7
Branches........................ 718 7 1 659 658 185 417 56 1....... 59 59 |....... 99.9
North Carolina................... 376 369 7 376 369 55 19 295 6 . 98.1
banks....................... 227 222 5 227 222 45 9 168 4 )5 PP DAV I 97.8
Unit banks . e 178 174 4 178 174 39 7 128 3 1 87.8
Banks operating branches. . ... . 49 48 1 49 48 6 2 40 ) O Y P T 98.0
Branches................. ... ... 149 147 2 149 147 10 10 127 > 98.7
Notth Dakota .................... 178 170 8 178 170 424....... 128 7 | O (AP Y P 95.5
Allbanks....................... 153 147 6 153 147 42 ... 105 6 ) PP S B 96.1
Unit banks. e 137 133 4 187 138 421 ... .. 91 3 b 3 U | S DI 87.1
Banks operatmg ‘branches. ... .. .. 16 14 2 16 14 e 14 2 R IRV R P 87.5
Branches........................ 25 23 2 25 2810 ...l 23 2 T o 92.0
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Ohio
All

Unit banks. . .

banks

Banks operatin.g branches ,’
Branches........................

Oklahoma........................

All

Unit banks

banks......

Banks operating branches. . .. .. ..
Branches..............cooveen..

Oregon....................oovunns

All

banks. . .....................

Unitbanks. . .................
Banks operating branches. . .. .. ..
Branches................ooov. .t

Pennsylvania.....................

All

banks.......................

Unitbanks. . .................
Banks operating branches. . .. .. ..
Branches........................

Rhode Island

All

banks. ...

Unit banks. .. ...oooviooo
Banks operating branches. . .. .. ..
Branches.............covveenn..n

All

Unit banks

banks......

Banks operating branches. . .. .. ..
Brapches........................

Banks operating branches. . .. .. ..
Branches................. ...

Banks operating branches. . .. .. ..
Branches...................o...

TeXas. . . ..oooiviinninnniiinn.n.

All

Unit banks.

banks. ..

Banks operat m} branches . . .. .. ..
Branches........................
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837
666
627

39
171
379

378
367

139
67

60

72
1,143
1,022

121

153
120
111

33
208
163
140

45
344
285
268

59
815
788
762

27

1,122
1,015
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Table 102.

NUMBER OF OPERATING BANKS AND BRANCHES, December 31, 1944—Continued
GROUPED ACCORDING TO INSURANCE STATUS AND CLASS OF

BANK, AND BY STATE AND TYPE OF OFFICE

Insured banks

All banks Commercial banks and trust companies Mutual savings banks as percentages of—
Insured! Noninsured
State and type of bank or office Mensxbszzri‘ - R. Not Trust Com- | Mutual
Non- Y com- In- Non- All ¥ A
Total {Insured};,sured] Total mem- | Banks | ponies | Total { gured: linsured] banks jmercialisavings
Total bers | of de- | ot go- banks | banks
National| State | F:R- | Posit lcenting
System deposits|
Utah........ RN 77 771 ..., 77 77 27 23 27 e e 100.04 100.0.......
All bapks. . .. b7 BT1....... 57 b7 12 22 b2 T Y DN 100.0 || 100.0 j.......
Unitbanks............ . 50 50 50 50 9 21 20 ... e 100.0 100.01.......
Banks operating branches. . .. .. .. 7 7 7 7 3 1 2 P O I T 100.0 (| 100.0(.......
Branches............coovvivnn... 20 20 |....... 20 20 15 4. 100.0f 100.0}.......
Vermont............c.coovivninin.. 98 97 1 81 86 41 1 38 (....... 1 17 17 ....... 99.0 98.8 | 100.0
All banks. ..... 1 1 1 8 . . K
Unit banks 1 1 1 7
Banks operating branches. . . .. ... 1
Branches..........cooveiii 9

Virginia. . ................. ... ...
All banks. . ....
Unit banks
Banks operating branches. . .. .. ..
Branches............ooooiin

Washington......................
Allbanks.......................
Unitbarks. ... ................
Banks operating branches
Branches..............ooill

West Virginia
banks. .
Unitbanks..............
Banks operating branches
Branches..............oooi .

Banks operating branches. ... .. ..
Branches.............oooil
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Wyoming................
All banks...............
Unitbanks. ......... ..

Banks operating branches. . .. .. ..

Branches................

Alaskas...................
Unit banks. . ..

Banks operating ‘branches. ... .. ..

Branches................

Hawalit. .. ... ... ...
All banks. . .
Unit banks . .

Banks opemtir.zé branches .

Branches................

PuertoRico..............
Allbanks...............
Unit banks . . . .

Banks operating.ﬁrﬁhihéé o

Branches................

Virgin Islandss. . . ........
Allbanks...............
Unit banks. . .

Banks opemtim} branches. ... .. ..

Branches................

58 57
57 56
56 55
1 1
1 1
19 4
17 3
15 2
2 1
2 1
53 1
9 1
7 1
44 ...,
35(.......
120.......
6
6
230.......
3 2
2 1
1 A
1 1
1 1

P DD W

o~

.............. 98.31 98.3.......
.............. 98.2 98.21.......
.............. 98.2 | 98.2
........ 100.0 | 100.0.......
.............. 100.0 | 100.0].......
21.1 2.0 0.......
17.6 176 (.......
13.3 18.8 .
50.0) 50.0
50.0 50.0.......
.............. 1.9 1.91.......
.............. 11.1 111 f.......
............. 14.8Y 14.8

1 Includes 10 trust companies not engaged in deposit banking: 2 national banks, 1 each in Illinois and Kansas; 3 State banks members of the Federal Reserve System, 1 each
in California, Illinois and Massachusetts; and 5 State banks not members of the Federal Reserve System, 1 each in Florida, Missouri and ‘Wisconsin, and 2 in Pennsylvania.

2 Includes 3 mutual savings banks, members of the Federal Reserve System.

3 Includes 4 national banks, 3 among insured banks not members of the Federal Reserve System, and 1 among noninsured banks.

4 Includes, among noninsured banks, 1 national bank operating 21 branches.

5 Includes, among insured banks not members of the Federal Reserve System, 1 national bank operating 1 branch.

Back figures—See the Annual Report for 1943, pp. 70-75, and earlier reports.
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Table 103. NUMBER AND DEPOSITS OF OPERATING COMMERCIAL AND MUTUAL SAVINGS BANKS, DECEMBER 31, 1944
BANKS GROUPED ACCORDING TO INSURANCE STATUS AND BY DISTRICT AND STATE

Number of banks Deposits (in thousands of dollars)
i ial b: X
O st sompanios Mutual savings banks o et companies Mutual savings banks
FDIC District Honiusured
and State bAlL . bAl}(
anks - rust - in- anks in- Nonin-
Total BL‘I;:Edl Banks | com- | Total stlnl?ed I:g;‘ég Total Insured 1;13;23 Total Insured 33;1913
of de- | Panies
posit | notac-
cepting|
deposits
United States and
possessions. . . .. 14,710 || 14,167 || 13,268 816 83 543 192 351 [142,076,855 (128,701,304 (125,751,795 | 2,949,509 |13,375,551 | 8,910,338 | 4,465,213
United States. . .| 14,670 { 14,127 | 13,263 786 78 543 192 351 |141,444,810 [128,069,259 (125,713,909 | 2,355,350 (13,375,551 || 8,910,338 | 4,465,213
Possessions. ... .. 40 40 5 30 Sloceefeereni ot 632,045 632,045 37,886 594,159 (. ....... ..o o oo
FDIC District
Distriet 1. ...... 897 543 488 50 5 354 16 338§ 11,407,131} 7,171,873 | 6,729,684 442,189 | 4,235,258
District 2. ...... 1,258 | 1,101 f 1,069 29 3 157 153 4} 44,754,338 i 37,191,009 (| 36,058,267 | 1,182,742 | 7,568,329
Distriet 3. ...... 1,724 | 1,714 1,678 34 2 10 10]....... 15,955,147 || 14,962,237 || 14,916,074 46,163 992,910
District4....... 1,068 [ 1,058 | 1,019 36 3 10 3 71 7,130,226 | 6,830,217} 6,708,301 121,916 300,009
District 5. ...... 1,089 [ 1,089 999 87 [ 2 PR R I 5,851,785 5,851,735 5,809,075 42,660 [..........
Distriet 6....... 1,508 || 1,508 1,417 77 )T Y P P 7,038,995 ]| 7,038,995 6,991,923 47,0721 ...,
Distriet 7....... 1,503 (| 1,495 1,428 53 14 8 6 21 9,282,299 9,240,776 9,117,470 123,306 41,523
District 8....... 1,488 | 1,488 1,408 75 ;30 PP | AR AR 12,170,679 || 12,170,679 | 12,069,613 101,066 {..........
District9....... 1,101 1,100 1,065 33 2 1 1]....... 3,470,471 | 3,365,742 38,289,587 76,155 104,729
District 10. ... .. 1,625 1,625 1,366 246 J 5 21 (RPN A P 4,460,656 | 4,460,656 | 4,292,693 167,963 {..........
District 11. .. ... 912 912 841 68 2 P S P 5,157,611 | 5,157,611 | 6,078,867 440 .l
Distriet 12. .. ... 537 534 490 28 16 3 : 2 P 15,397,567 || 15,259,774 || 14,695,241 564,533 137,793
State
Alabama........ 217 217 213 S O RN P 1,031,336 | 1,081,336 | 1,025,768 [ 38113 AP | RV RPN
Arizona......... 14 14 12 (..., .. 2 288,077 288,077 288,077 [ vevveweedivnid]oiiiiiifieneen
Arkansas........ 226 226 206 17 2 5 (R N PP 633,393 633,393 629,069 4,824 oo e
California....... 200 200 186 5 L2 DA I PP 10,827,241 || 10,827,241 | 10,769,982 Y073 N N A P
Colorado........ 150 150 134 B O Y T N 845,468 845,468 840,237 5,281 ..o
Connecticut . . 189 117 2,463,657 | 1,481,117 { 1,304,667 176,450 982,540 18,865 963,675
Delaware,....... 42 40 464,640 401,066 399,981 1,085 63,674 (.......... 63,574
Dist. of Columbia 21 21 855,710 855,710 855,710 |. ... fivininann, Y P
Florida......... 171 171 1,409,795 | 1,409,795 1,404,146 5,649 ...l e
Georgia......... 350 350 1,464,446 | 1,464,446 || 1,440,931 28,515 | i e
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Idaho........... 46 46 45 D O P Y PO P 335,897 335,897 329,146 L4 S | R

Ilinois.......... 838 838 822 11 [: 3 IR O 10,402,500 { 10,402,500 {i 10,376,731 25,769 [ ...l

Indiana......... 499 495 472 19 4 4 3 1] 2,471,041 ] 2,488,336 | 2,411,112 27,224 32,705 28,167 9,538

Towa........... 650 650 586 64 1. ... e 1,768,179 j 1,768,179 | 1,692,882 T8,297 [vvvinnninffovinnaani]iet,

Kansas......... 619 619 449 168 -2 I R 1,279,823 | 1,279,823 1,148,613 181,210 (oo oo

Kentucky....... 392 392 363 24 - 30 I | 1,277,380 ¢ 1,277,380 1,257,638 19,745 1. ..o oo e

Louisiana. . ..... 149 149 148 ) S P TS PP IR 1,319,177 | 1,319,177 1,318,430 TAT oo e

Maine.......... 98 66 57 9f....... 32 6 26 591,822 415,752 384,918 30,834 176,070 19,431 156,689

Maryland....... 184 174 171 2 1 10 3 7} 1,887,870 1,587,861 | 1,510,408 77,458 300,009 57,622 242,387

Masgsachusetts. . . 388 197 188 9f....... 191 f....... 191 | 6,762,882 4,202,610 4,077,598 125,012 { 2,560,272 . ......... 2,560,272

Michigan........ 445 445 4,442,975 | 4,442,975 4,354,045 88,980 . ... e

Minnesota....... 673 672 2,395,021 | 2,290,292 || 2,278,316 11,976 104,729 104,729 (.. ........

Mississippi. ..... 202 202 26,981 626,981 619,800 - 3 T O |

Missouri........ 594 594 3,508,102 | 8,508,102 § 3,493,238 14,864 [ .. coii o e

Montana........ 111 111 05,248 405,248 405,248 1. ... o e

Nebraska....... 415 415 985,418 985,418 958,482 26,986 (. .........

Nevada......... 9 9 120,971 120,971 120,971 . ......... .. R

New Hampshire. 107 65 432,220 198,309 185,720 12,589 233,911 ||....

New Jersey...... 375 351 4,246,024 | 3,870,446 | 3,864,125 6,321 875,578

New Mexico. 41 41 202,029 202,029 202,029 ... .ooiiii]iinnt

New York 827 696 684 12]....... 131 181 {....... 89,924,181 § 32,800,004 || 31,789,904 | 1,010,100 | 7,124,177

North Carolina. 227 227 222 4 L I 1,549,320 § 1,549,320 1,527,964 21,856 |..........

North Dakota. .. 153 153 147 5 O P 881,887 381,887 819,168 62,719 4. .........

Ohio............ 682 679 663 16}....... 3 3 ....... 6,347,905 6,173,545) 6,162,948 10,602 174,360

Oklahoma....... 384 384 373 9 2 I O P 1,181,405} 1,181,405 1,176,819 4,586 (. .........

Oregon.......... 71 70 66 2 2 1 1]....... 1,132,061 | 1,125,354 | 1,119,122 6,232 6,707

Pennsylvania....| 1,042 1,035| 1,015 18 2 7 T...... 9,607,242 | 8,788,692 | 8,753,131 35,561 818,550

Rhode Island. ... 35 26 16 7 3 2N I 9 898,076 682,608 585,299 97,304 | 215,473

South Carolina. . 146 146 120 b4 2 R Y P I 514,773 514,773 499,986 14,787 {. ..ot

South Dakota. . . 164 164 163 b R N | PO PN 288,315 288,315 286,855 1,460{..........

Tennessee. ...... 296 296 1,620,120 | 1,620,120 f 1,611,981 F 0 I T R
€Xa8. .. .. 0iaann 857 857 4,667,505 ( 4,667,505 | 4,583,761 83,744 ..o e

Utah........... 57 57 454,501 454,501 454,501 | ..o

Vermont........ 80 72 258,474 191,482 191,482 (.......... 66,992 66,992 |..........

Virginia......... 312 312 1,686,415 1,586,415 1,586,415 [......uvuufovnnnnnidivinininia]veanannnnn

Washington. . ... 128 126 123 ..., 2 2 2,014,344 | 1,883,258 | 1,867,890 15,368 131,086 131,086 |..........

West Virginia. ... 178 178 173 4 | O P Y P 736,138 736,138 727,823 8,815 | ovuvi i i,

Wisconsin....... 559 555 545 8 2 4 3 1] 2,368,283 ) 2,359,465 2,352,313 7,152 8,818 8,380 438

Wyoming....... 57 57 56 1....... B B P 168,542 168,542 168,642 [...ovoiu]iriiii i
Possessions

Alaska.......... 17 17 3 51,473 51,473 20,381 31,092 [ ..o

Hawaii. . 9 9 1 461,079 461,079 13,248 447,831 | i

Puerto AN 12 120 ...... 115,156 115,156 .. ......... 115,156 |. .. vvvvne il eeinen]inennnnnns

Virgin Islands... 2 2 1 4,337 4,337 4,257 B0 .ol

Wi ! Includes 10 trust companies not engaged in deposit banking: 2 each in Illinois and Pennsylvania and 1 each in California, Florida, Kansas, Massachusetts, Missouri and
isconsin.

Back figures—See the following Annual Reports: 1943, pp. 76-77; 1942, pp. 76-77; 1941, pp. 108-109.
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Table 104.

Table 105.

Table 106.

Table 107.

Table 108.

Statements of assets and liabilities are submitted by
insured commercial banks upon either a cash or an
accrual basis, depending upon the bank’s method of

ASSETS AND LIABILITIES OF OPERATING BANKS

Summary of assets and liabilities of operating banks in the United States and
possessions, June 30, 1944

Banks grouped according to insurance status and type of bank

Summary of assets and liabilities of operating banks in the United States and
possessions, December 30, 1944

Banks grouped according to insurance status and type of bank

Assets and liabilities of operating insured commercial banks, December 30, 1944,
June 30, 1944 and December 31, 1943

Summary of assets and liabilities of operating banks in the United States and
possessions, 1942-1944

Banks grouped according to insurance status and by type of bank

Percentage distribution of assets and liabilities of operating insured commercial
banks, call dates, 1984-1944

bookkeeping. Assets reported represent aggregate book repayment at maturity.
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value, on the date of call, less valuation allowances and
premiums.

Assets and liabilities held in or administered by a
savings, bond, insurance, real estate, foreign, or any
other department of a bank, except a trust department,
are consolidated with the respective assets and liabilities
of the commercial department. “Deposits of individuals,
partnerships, and corporations” include trust funds de-
posited by a trust department in a commercial or savings
department. Other assets held in trust are not included
in statements of assets and liabilities.

In the case of banks with one or more domestic branches,
the assets and liabilities reported are consolidations of
figures for the head office and all domestic branches. In
the case of a bank with foreign branches, net amounts due
from its own foreign branches are included in “Other
assets”, and net amounts due to its own foreign branches
are included in “Other liabilities”.

Since June 30, 1942, demand balances with and demand
deposits due to banks in the United States exclude
reciprocal interbank deposits. Reciprocal interbank de-
posits arise when two banks maintain deposit accounts
with each other.

Instalment loans are ordinarily reported net if the
instalment payments are applied directly to the reduction

Total deposits shown in these tables are not the same
as the deposits upon which assessments paid to the Federal
Deposit Insurance Corporation are based. The assessment
base is slightly lower due to certain deductions which
may be claimed.

Data for noninsured trust companies not accepting
deposits are excluded. Data for some noninsured com-
mercial banks are omitted because of unavailability of
reports. On December 30, 1944, 83 noninsured trust
companies and 30 noninsured commercial banks were
excluded. Because of these exclusions, the number of
noninsured banks in the following tables does not agree
with the number shown in the previous section.

Sources of Data:

National banks and State banks in the District of
Columbia not members of the Federal Reserve System:
Office of the Comptroller of the Currency.

State banks members of the Federal Reserve System:
Board of Governors of the Federal Reserve System.

Other insured banks: Federal
Corporation.

Deposit Insurance

Noninsured banks: State banking authorities; Rand
McNally Bankers Directory; and Polk’s Bankers Encyclo-
pedia.
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Table 104. SUMMARY OF ASSETS AND LIABILITIES OF OPERATING BANKS IN THE UNITED STATES AND POSSESSIONS, JUNE 30, 1944
BANKS GROUPED ACCORDING TO INSURANCE STATUS AND TYPE OF BANK

(Amounts in thousands of dollars)

Commercial banks

Mutual savings banks

Asset, liability or capital account item b-fnl{(s
Totat Insured! Noninsured Total Insured Noninsured
ASSETS
Cash, balances with other banks, and cash items in process of col-
L0 & Lo ¢ Y N 28,279,426 | 27,736,549 | 27,190,581 545,968 542,877 380,628 162,249
Securities—total 83,566,663 | 75,008,839 | 73,227,763 1,781,076 8,557,824 5,377,663 3,180,161
United States Government obligations, direct and guaranteed 76,015,703 68,715,113 67,103,707 1,611,406 7,300,590 4,751,980 2,548,610
Obligations of States and political subdivisions................... 3,628,715 3,463,921 8,393,594 70,327 164,794 119,590 45,204
Other bonds, notes, and debentures. . ...........ccoiviiiieiiiiiiin, 3,393,836 2,482,676 2,388,042 44,634 961,160 491,932 469,228
Corporate St0CKS. . o . vttt i it e e 499,963 368,683 342,420 26,263 131,280 14,161 117,119
Notclassified. . ..... ottt iiieiatrriseaneserranessanennnnns 28,446 28,446 . ... .. ...t 28,446 .. iviiiiiii iy reneee i
Loans, discounts, and overdrafts (including rediscounts)........... 25,487,832 | 21,071,435 | /20,732,091 339,344 4,416,397 3,111,443 1,304,954
Miscellaneous assets—total. . ... ... ... ..ottt 1,892,165 1,569,155 1,496,999 72,156 323,010 248,827 74,183
Bank premises owned, furniture and fixtures. .......... ... i 1,092,660 7,839 971,648 16,191 104,821 77,949 26,872
Other real estate—direct andindirect.............oiiiiiiiiiin, 331,019 179,871 171,882 7,989 151,148 120,277 30,871
All other miscellanecus assets. . ....ooi vttt iiiiianreeeranaenn 468,486 401,445 853, 1469 47,976 67,041 50,601 16,440
TOtAl ASSELS. . . .ot r e s inees i ennnnoranoronunnnarsoseensenn 139,226,086 § 125,385,978 1122 647,434 2,738,544 | 13,840,108 9,118,561 4,721,547
LIABILITIES j
Deposits—total. . ... ... .couiii it it 129,127,408 | 116,654,134 ¥114,179,597 2,474,537 § 12,473,274 8,234,962 4,238,312
Demand deposits of individuals, partnerships, and corporations......... 58,214,499 57,364,373 850,126
Time deposits of individuals, partnerships, and corporations............ 20,932,986 20,543,888 389,098
States and political subdivisions............o ittt i 4,933,334 4,811,792 121,542 L
United States Government. ...... ... .ottt iiieiiieannn 129,127,408 | 19,584,847 18,864,831 720,016 |; 12,473,274 8,234,962 4,238,312
Interbank. ..ottt i e s e 11,201,021 | 11,038,203 162,818
Certified and officers’ checks, cash letters of credit, ete................. 1,560,945 1,550,679 10,266
Not classified, including postal savings.............coiieiiiiinennn. 226,502 , 220,671
Miscellaneous liabilities—total....... 824,268 778,509 757,250 21,259 45,759 25,265 20,494
Rediscounts and other borrowed money.. 86,692 86,440 84,240 2,200 252 252 1. ... e
All other miscellaneous liabilities. ... ... ... ... o i 737, 576 692,069 673,010 19,059 45,507 25,013 20,494
Total liabilities (excluding capital accounts).................... 129,951,676 | 117,432, 643 | 114,936,847 2,495, 796 | 12,519,033 8,260,227 4,258,806
CAPITAL ACCOUNTS
Capital accounts—total...........coiiiiiiieiiiiiiiiii i, 9,274,410 7,953,335 7,710,587 242,748 1,321,075 858,334 462,741
Capital stock, notes, and debentures. .. 2,995,981 2,991,265 2,894,735 96,530 4,716 4 13 P
SUTDIUS. . oottt ettt e e e e 4,203,295 8,271,672 3,190,416 81,256 931,623 665,281 266,342
Undivided profits, including all other capital accounts. ................ 2,075,134 1,690,398 1,625,436 64,962 384,736 188,387 196,399
Total liabilities and capital accounts........................... 139,226,686 | 125, ,385,978 | 122, 647,434 2,738,544 | 13,840,108 9,118,561 4,721,547
Number of banksincluded. . ... .. ciiiiii it 14,608 14,064 13,269 795 544 192 352

1 Includes 10 trust companies not engaged in deposit banking.

http://fraser.stlouisfed.org/
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Table 105. SUMMARY OF ASSETS AND LIABILITIES OF OPERATING BANKS IN THE UNITED STATES AND POSSESSIONS, DECEMBER 30, 1944

BANKS GROUPED ACCORDING TO INSURANCE STATUS AND TYPE OF BANK
(Amounts in thousands of dollars)

Commercial banks

Mutual savings banks

Asset, liability or capital account item bsﬁH{s
Total Insured! Noninsured Total Insured Noninsured
ASSETS
Cash, balances with other banks, and cash items in process of col-
s L« U N 30,911,332 | 30,327,497 | 29,746,309 581,188 583,835 399,579 184,256
Securities—total. . ... ... ... .. it e 93,843,404 | 84,283,943 1 82,053,067 2,230,876 9,559,461 6,112,598 3,446,863
United States Government obligations, direct and guarantee 86,280,551 77,952,788 | 75,896,226 2,056,562 8,327,763 5,508,720 2,819,043
Obligations of States and political subdivisions............ .. 3,627,047 3,500,061 3,423,732 76,329 126,986 ,789 ,197
Other bonds, notes, and debentures. .. ........ .ottt 3,401,833 2,431,732 2,385,706 46,026 970,101 493,394 476,707
Corporate SEOCKS . -+ v et eeeeseee e e 508,892 374,281 347,403 26,878 134,611 14,695 119,916
Notelassified........oiiriiiiiiii i i i ettt in e 25,081 25,081 0. .. ...0vninn 25,081 . ... L
Loans, discounts, and overdrafts (including rediscounts)........... 26,079,480 | 21,707,210 -/21,354,758 352,452 4,372,270 '/3,110,134 1,262,136
Miscellaneous assets—total.............coooiieiiiiiiiiii 1,783,700 1,511,125 1,459,031 52,094 272,575 204,954 67,621
Bank premises owned, furniture and fixtures 1,057,751 955,941 ,042 15,899 101,810 75,677 26,133
Other real estate—direet and INITECT. . .. vvsusvrnnnnnrieeeeerrnns 242,137 145,109 139,049 6,060 97,028 75,454 21,574
All other miscellaneous assets........c.covviiiiiienin e 483,812 410, 075 379, 1940 30,135 73,737 53,823 19,914
Total ASSetS. . ... i vtiiii ittt r e 152,617,916 | 137,829, 775 ]134 613,165 3,216, 610 14,788,141 9, 827 265 4,960,876
LIABILITIES j
Deposits—total. ... ... ... i i i i i e 142,076,855 | 128,701,304 1125,751,795 2,949,509 | 13,375,551 8,910,338 4,465,213
Demand deposits of mdxv1duals partnerships, and corporations......... 65,131,825 64,148,968 982,857 ]
Time deposits of individuals, partnershlps, and corporations............ 23,814,595 [ 28,362,909 451,686 1
States and political subdivisions........ccoiiiiiiiiiiiiiiei i 5,060,616 4,943,810 116,806 \7
United States Government. ...... .ottt 142,076,855 20,828,457 19,861,966 966,491 13,375,551 8,910,338 4,465,213
Interbank. .. .. it it it ittt i a et i e 12,229,376 12,074,356 155,020
Certified and officers’ checks, cash letters of credit,ete................. 1,366,668 1,354,421 12,247 |
Not classified, including postal savings........coovienerinernennan .. 269,767 y 264,402 1|
Miscellaneous liabilities—total ... ... ... ..., 926,049 891,356 871,103 20,253 34,693 24,715 9,978
Rediscounts and other borrowed money 124,486 123,893 121,549 2,344 593 90 503
All other miscellaneous liabilities................ e 801,563 767,463 749,554 17,909 34,100 24,625 9,475
Total liabilities (excluding capital accounts).................... 143,002,904 | 129,592,660 | 126,622,898 2,969,762 | 13,410,244 8,935,053 4,475,191
CAPITAL ACCOUNTS
Capital accounts—total. ... ... ... ciiiiiiiiiiiiiiiiiiiinin i 9,615,012 8,237,115 | ¥ 7,990,267 246,848 1,377,897 892,212 485,685
Capital stock, notes, and debentures..........ovvveiinniiinnenann, 3,014,030 3,009,177 2,912,455 96,722 4,853 JR:1:%: 3 NN
F 130 4] O - PN 4,470,157 3,485,846 3,401,995 83,851 984,311 699,772 284,539
Undivided profits, including all other capltal accounts. . ............... 2,130,825 1,742,092 1,675,817 66,275 388,733 187,587 201,146
Total liabilities and capital accounts........................... 152,617,916 | 137,829,775 | 134,613,165 3,216,610 14,788,141 9,827, 265 4,960, 876
Number of banksineluded. . ....... . i ittt 14,597 14,054 13,268 786 543 192 351

1 Includes 10 trust companies not engaged in deposit banking.

Back figures—See Table 104 and the following Annual Reports: 1943, pp. 78-79; 1942, pp. 78-79; 1941, pp. 122-125.
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Table 106. ASSETS AND LIABILITIES OF OPERATING INSURED COMMERCIAL BANKS, DECEMBER 30, 1944,
JUNE 380, 1944 AND DECEMBER 31, 1943
(Amounts in thousands of dollars)
Deec. 30, June 30, Deec. 31, Dec. 30, June 30, Deec. 31,
ASSETS {544 1944 1643 LIABILITIES AND CAPITAL {41 1944 1943
Cash, balances with other banks, and cash Deposits of individuals, partnerships, and
items in process of collection—total. .| 29,746,309 | 27,190,581 | 27,191,292 corporations—total .| 87,511,877 | 77,908,261 | 76,918,566
Currency and €oIN. ... vvvvrencenneeeeen ns 1,625,675 | 1,467,749 1,447,018} Demand.............ccceveveeenen. 64,148,968 | 57,364,373 | 58,346,160
Reserve with Federal Reserve banks........ 14,259,608 | 12,811,799 | 12,834,452 Pime. . ottt it it 23,362,909 | 20,543,888 | 18,572,406
Demémd ba(lances with ban}l){s 11? thed IAnited
tates (except private banks an mer-
ican branches of foreign banks)......... 9,732,661 | 8,721,213 | 8,382,577 [Certified and officers’ checks, cash letters
Other balances with banks in the United States 64,239 64,241 68,615 of credit and travelers’ checks out-
Balances with banks in foreign countries. .. .. 17,088 17,936 20,398 standing, and amounts due to Fed- 1 421 1.550.679 | 1,668,876
Cash items in process of collection. .. ....... 4,047,043 | 4,107,643 | 4,438,232 eral Reserve banks. ................. ,354, »550, ,068,
- 1 ,454 | 14,823,570
Obligations of the United States Govern- G("}:i?;gl Setx:]tte(;eé)g:gzm;g:a_la&ﬂé;la; """" 24,811,141 | 23,682,4 !
Dire;xtlent—total ........................ 75,896,226 | 67,103,707 | 58,693,549 ‘War loan and Series E bond accounts. . . .. 19,455,586 | 18,431,347 9,66?,32‘3
: ] Other accounts. ........c.oovvuvanenenn. 03,205 331,631 ,
Treasury bills. ........ et 3,972,299 | 4,708,982 | 4,636,858 | Upited States Government 103.175 101,853 117,206
Treasury certificates of indebtedness. . .. .. 15,302,996 | 15,468,690 | 13,220,074 | Pogtal savings TR, 5,365 5,831 7,097
%rqgsgrgt"getw i s 15{’{2%’25 ll,ggg,ggg 7312(1)3% States and political subdivisions—demand . . .| 4,520,308 | 4,404,201 4,233,423
nite ates savings bonds.............. , , , it ivisions—ti 1 5,0
Other bordls matariog in s years or less.. .| 5,917,794 | 5,650,408 | 5,790,533 | States and political subdivisions—time......... 423,502 | 407,59
Other bonds maturing in 5 to 10 years 25,467,314 | 20,019,989 | 16,775,686
Bonds maturing in 10 to 20 years. . 5,796,636 6,046,361 6,159,925 |Interbank deposits—total. ................ 12,074,356 | 11,038,203 | 10,704,765
Bonds maturing after 20 years............ 1,917,000 1,790,461 1,619,819 Banks in the United States—demand........ 11,068,174 |210,030,896 9,743,462
Guaranteed obligations. ................... 977,613 963,052 2,501,430 Banks in the United States—time........... 52,672 57,136 63,861
Banks in foreign countries—demand . . 947,651 2938,813 893,382
Banks in foreign countries—time........... 10,859 11,358 4,060
Other securities—total . . .................. 6,156,841 6,124,056 5,984,550
Obligations of States and political subdivisions| 8,423,732 3,393,594 3,287,646
Other bonds, notes, and debentures?. . ...... 2,385,706 | 2,388,042 2,342,211 ‘Totaldeposits......................... 125,751,795 (114,179,597 |104,115,777
Corporate stocks: Demand. ........ccoooiiiii i, 101,798,818 | 98,051,940 | 84,956,088
Federal Reserve banks. .. ............... 162,541 158,123 153,983 TEME. o v vas oo oo e | 28,958,482 | 21,127,657 | 19,159,689
Other corporatestocks. .. ............... 184,862 184,297 200,710
Miscellaneous liabilities—total. ........... 871,103 757,250 676,488
Total securities. . ................... 82,053,067 | 73,227,763 | 64,678,099 | Bills payable, rediscounts, and other liabilities
for borrowed money.......c...o iuainn 121,549 84,240 45,679
Acceptances outstanding................... 72,693 58,232 55,006
Loans, discounts, and overdrafts (Including Dividends declared but not yet payable. . ... 48,357 44,040 41,695
rediscounts)—total.................. 21,354,758 | 20,732,091 | 18,843,488 | Income collected but not earned............ 46,728 45,499 45,449
Commercial and industrial loans (including Expenses accrued and unpaid. ............. 278,974 245,245 197,759
open market paper)........c.o0eues.inn 7,921,086 | 7,407,284 | 7,777,748 | Other liabilities.......... ... 302,802 279,994 290,900
Loans secured by agricultural commodities,
covered by purchase agreements of the
Commodity Credit Corporation......... 805,508 504,101 598,466 Total liabilities (excluding capital
Other agricultural loans (excluding loans on ACCOUNLS) ... ... vvin it 126,622,898 (114,936,847 104,792,265
farmland)...... ... ..o ool 917,363 970,155 906,787
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Consumer loans to individuals: Capital accounts—total. .................. 7,990,267 | 7,710,587 | 7,453,726
Retail automobile instalment paper. ...... 174,164 169,333 160,456 Capital stock, notes, and debentures........ 2,912,455 | 2,894,735 | 2,874,548
Other retail, repair and modernization in- SUIPIUS. ... i e e i 3,401,995 | 8,190,416 | 3,089,817

stalmentloans........................ 191,742 172,911 191,913 | Undivided profits...........covvivninnnn, 1,169,389 | 1,129,712 | 1,006,406
Personal instalment cash loans. .. ........ 317,671 312,608 810,389 ReSEIVES. ..\ttt it it rinnoannnenas 506,428 495,724 482,955
Single-payment loans to individuals....... 1,204,933 1,207,383 1,205,670

Loans to brokers and dealers in securities....| 2, 269 1381 2,220,652 | 1,414,365

Other loans for the purpose of purchasing or Total liabilities and capital accounts (134,613,165 [122,647,434 (112,245,991

carrying securities. . . ................. 2,264,758 2,296,144 921,583

Real estate loans:

Onfarmland...............covvuennn.. 449,614 468,271 448,577
On residential properties................. 3,156,607 3,153,238 3,203,587
On other properties. ..........cocuvn.... 737,930 743,728 785,826
Loanstobanks.............coviiinnnn.... 59,374 61,303 57,939 MEMORANDA
All other loans (including overdrafts)........ 884, 782 1,044, 7980 860,182
Pledged assets and securities loaned—total| 27,727,300 | 26,632,106 | 18,541,870
United States Government obligations, direct
Loans and securities—total.......... 103,407,825 | 93,959,854 | 83,521,587 and guaranteed, pledged to secure lia-
bilities. ... ... i e 26,831,454 | 25,622,389 | 17,570,199
Other assets pledged to secure liabilities. . ... 561,779 680,101 655,191
Bank premises, furniture and fixtures, and Assets pledged to qualify for exercise of fidu-

other real estate—total.............. 1,079,091 1,143,530 1,201,282 ciary or corporate powers, and for pur-

Bank premises......... 868,882 895,051 914,292 poses other than to secure liabilities 300,421 299,489 275,981

Furniture and fixtures............... . 71,160 76,697 79,977 Securitiesloaned.............. .. . .ol 33,646 30,127 40,499

Real estate owned other than bank prem: ses. . 63,522 91,671 122,728

Investments and other assets indirectly repre-

senting bank premises or other real estate. 75,527 80,211 84,285 |Secured and preferred liabilities—total . . . .| 24,843,282 | 23,442,333 | 14,852,101

Deposits secured by pledged assets pursuant
to requirementsof law................. 23,846,867 | 22,569,642 | 13,936,664
Miscellaneous assets—total................ 379,940 353,469 331,830 | Deposits preferred under provisions of law

Customers’ liability on acceptances out- but not secured by pledge of assets...... 901,915 845,005 897,046

standing............. o0 i i 62,801 51,660 44,625 | Borrowings secured by pledged assets. 93,743 25,712 16,901

Income accrued but not collected........... 216,599 205,919 179,435 Other liabilities secured by pledged assets. . 757 1,974 1,490

Prepaid expenses. .. ......ooveiinininn.n. 11,930 11,792 11,920

Otherassets...............ooiiiiiuiainne. 88,610 84,098 95,850

Totalassets......................... 134,613,165 122,647,434 [112,245,991

Number of banks........................... 13,268 13,269 13,274 [Number of banks. .. ........................ 13,268 13,269 13,274

1 Includes obligations of United States government corporations and agencies not guaranteed by the United States government.

2 Revised.

Back figures—See the following Annual Reports: 1943, pp. 80-81; 1942, pp. 80-81; 1941, pp. 126-129; 1940, pp. 144-147; 1938, pp. 164-167.

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

SINVE DNILVYEdO J0 SHLLITIAVIT ANV SLASSV

Let



Table 107. SUMMARY OF ASSETS AND LIABILITIES OF OPERATING BANKS IN THE UNITED STATES AND POSSESSIONS, 1942-1944
BANKS GROUPED ACCORDING TO INSURANCE STATUS AND BY TYPE OF BANK

(Amounts in thousands of dollars)

Asset, liability or capital account item

June 30, 1942

December 31, 1942

June 30, 1943

ALL BANKS INSURED | NONINSURED | ALL BANKS INSURED | NONINSURED | ALL BANKS INSURED | NONINSURED
Totalassets. .............coveviiruurnnnn, 92,081,685 | 80,765,023 | 11,316,662 | 109,305,505 | 97,713,102 | 11,592,403 | 116,983,581 || 105,414,414 | 11,569,167
Cash and amounts due from other banks....{ 25,667,360 | 24,525,180 1,142,180 | 28,809,564 | 27,723,412 1,086,152 1 26,771,369 || 25,707,425 1,063,944
United States Government obligations!...... 30,339,709 | 26,622,491 3,717,218 | 46,036,206 | 41,572,955 4,463,251 | 57,912,891 | 52,805,608 5,107,283
Other securities. .................. 8,637,868 7,211,967 1,425,901 8,286,363 7,087,939 1,248,424 7,914,650 6,775,165 1,139,485
Loans, discounts, and overdraf; 25,132,675 20,615,128 4,517,547 23,961,174 19,647,248 4,313,926 22,294,293 18,405,526 3,888,767
Miscellaneous assets. . ........covunenn.... 2,304,073 1,790,257 513,816 2,212,198 1,731,548 480,650 2,090,378 1,720,690 369,688
Tota! Habilities and capital accounts...... 92,081,685 || 80,765,023 | 11,316,662 | 109,305,505 | 97,713,102 | 11,592,403 | 116,983,581 | 105,414,414 | 11,569,167
Total deposits8. . . ...ovvvrvnineveiennn.. 82,986,623 | 78,026,710 9,959,913 | 100,152,825 | 89,868,741 ) 10,284,084 | 107,621,968 | 97,321,366 | 10,300,602
Miscellaneous liabilities. .................. 665,434 603,606 61,828 638,689 587,315 51,374 657,7 606,085 51,641
Total capital accounts. ................... 8,429,628 7,134,707 1,294,921 8,513,991 7,257,046 1,256,945 8,708,887 7,486,963 1,216,924
Number of banksincluded . . . ............... 14,827 13,456 1,371 14,731 13,403 1,328 14,666 13,363 1,303
ALL INSURED NONINSURED ALL INSURED NONINSURED INSURED NONINSURED
COMMERCIAL || COMMERCIAL | COMMERCIAL | COMMERCIAL | COMMERCIAL | COMMERCIAL | COMMERCIAL || COMMERCIAL | COMMERCIAL
Total ASSeLB. .. ...t iietiniinaea 80,394,510 || 78,709,455 1,685,055 | 97,368,511 95,459,111 1,909,400 | 104,555,146 | 102,405,464 2,149,682
Cash and amounts due from other banks....| 24,914,120 24,381,860 532,260 28,139,627 27,598,875 546,252 26,049,517 25,587,614 511,903
United States Government obligations!...... 26,457,825 || 25,936,082 521,743 | 41,483,606 | 40,711,697 771,909 | 52,627,666 | 51,541,848 1,085,818
Other securities. ... ... ... . .. oot 6,982,370 6,790,346 192,024 6,815,643 6,632,557 183,086 6,532,988 6,348,275 184,713
Loans, discounts, and overdrafts,.......... 20,303,587 19,922,804 380,783 19,248,743 18,906,869 341,874 17,704,857 17,392,157 812,700
Miscellaneous assets. .. ..........ccc.un.... 1,736,608 1,678,363 58,245 1,680,892 1,614,613 66,279 1,640,118 1,585,570 54,548
Total liabilities and capital accounts...... 80,394,510 || 78,709,455 1,685,055 | 97,368,511 95,459,111 1,909,400 | 104,555,146 || 102,405,464 2,149,682
Total deposits. . ....vvenneriieunnennn.nn 72,588,851 | 71,162,431 1,426,420 | 89,478,713 | 87,820,427 1,658,286 | 96,475,864 | 94,582,458 1,893,406
Miscellaneous liabilities. .................. 622,388 594,204 28,184 604,225 ,450 ,775 617,011 593,666 23,345
Total capital accounts. ................... 7,183,271 6,952,820 230,451 7,285,573 7,056,234 229,339 7,462,271 7,229,340 232,931
Number of banks included. .. ............... 14,280 13,408 . 877 14,185 13,347 838 14,121 13,302 819
ALL INSURED NONINSURED ALL INSURED NONINSURED ALL INSURED NONINSURED

MUTUAL MUTUAL MUTUAL MUTUAL MUTUAL MUTUAL MUTUAL MUTUAL MUTUAL

SAVINGS SAVINGS SAVINGS SAVINGS SAVINGS SAVINGS SAVINGS SAVINGS SAVINGS
Total assets. .......ovviviniiniirnniiinas 11,687,175 2,055,568 9,631,607 | 11,936,994 2,253,991 9,683,003 | 12,428,435 3,008,950 9,419,485
Cash and amounts due from other banks. ... 758,240 143,320 609,920 669,987 130,037 539,900 721,852 69,811 552,041
United States Government obligations!...... 3,881,884 686,409 3,195,475 4,552,600 861,258 3,691,342 5,285,225 1,268,760 4,021,465
Other securities. ................oinn. 1,655,498 421,621 1,233,877 1,470,720 405,382 1,065,338 1,381,662 426,890 954,772
Loans, discounts, and overdrafts. .......... 4,829,088 692,324 4,136,764 4,712,431 740,379 8,972,052 4,589,436 1,018,369 3,676,067
Miscellaneous assets. . ..o vvi i innn.n 67,465 111,894 455,671 531,306 116,985 414,371 450,260 135,120 315,140
Total liabilities and capital accounts...... 11,687,175 2,055,568 9,631,607 | 11,936,994 2,253,991 9,683,003 | 12,428,435 3,008,950 9,419,485
Total deposits. . ......voviviiereveiinnns 10,397,772 1,864,279 8,533,493 | 10,674,112 2,048,314 8,625,798 | 11,146,104 2,738,908 8,407,196
Miscellaneous liabilities. .................. 43,046 ,402 ,644 34,464 4,865 29,599 40,715 12,419 28,296
Total capital accounts. ................... 1,246,357 181,887 1,064,470 1,228,418 200,812 1,027,606 1,241,616 257,623 983,993
Number of banksincluded. ................. 547 53 494 546 56 490 545 61 484
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December 31, 1943

June 30, 1944

December 30, 1944

ALL BANKS INSURED NONINSURED | ALL BANKS INSURED NONINSURED | ALL BANKS INSURED NONINSURED
Totalassets. .............coouvvinuen.n,., 127,794,459 | 120,609,856 7,184,603 | 139,226,086 | 131,765,995 7,460,091 | 152,617,916 || 144,440,430 8,177,486
Cash and amounts due from other banks....| 28,570,225 27,750,323 19,902 | 28,279,426 | 27,571,209 708,217 30,911,332 | 30,145,888 765,444
United States Government obligations!... ... 66,156,026 || 62,537,544 3,618,482 | 76,015,703 | 71,855,687 4,160,016 | 86,280,551 | 81,404,946 4,875,605
Other securities. ......................... 7,444,630 6,592,571 852,059 7,550,960 6,749,739 01,221 7,562,853 6,760,719 802,134
Loans, discounts, and overdrafts........... 23,652,670 | 21,916,838 1,735,882 | 25,487,832 | 23,843,534 1,644,298 | 26,079,480 | 24,464,892 1,614,588
Miscellaneous assets. .. .........ovvvn..n. 1,970,908 1,812,580 158,328 1,892,165 1,745,826 146,339 1,788,700 1,668,985 119,715
Total liabilities and capital accounts. ... ..| 127,794,459 | 120,609,856 7,184,603 | 139,226,086 | 131,765,995 7,460,091 | 152,617,916 i 144,440,430 8,177,486
Total deposits. ........ . 118,099,719 || 111,649,837 6,449,882 1 129,127,408 || 122,414,559 6,712,849 | 142,076,855 || 134,662,133 7,414,722
Miscellaneous liabilities 33,447 698,381 35,066 824,268 782,515 41,753 26,049 895,818 30,231
Total capital accounts. ................... 8,961,293 8,261,638 699,655 9,274,410 8,568,921 705,489 9,615,012 8,882,479 732,533
Number of banks included. ................. 214,632 13,458 21,174 14,608 13,461 1,147 14,597 13,460 1,137
ALL INSURED NONINSURED ALL INSURED NONINSURED ALL INSURED NONINSURED
COMMERCIAL || COMMERCIAL | COMMERCIAL | COMMERCIAL | COMMERCIAL | COMMERCIAL | COMMERCIAL || COMMERCIAL | COMMERCIAL
Totalassets. .........oovvvnuvnnnnnnnn,., 114,734,158 || 112,245,991 2,488,167 | 125,385,978 | 122,647,434 2,738,544 | 137,829,775 || 134,613,165 3,216,610
Cash and amounts due from other banks....| 27,766,100 || 27,191,292 574,808 | 27,736,549 | 27,190,581 45,968 1 30,327,497 | 29,746,309 581,188
United States Government obligations!...... 60,059,086 | 58,693,549 1,365,687 | 68,715,113 67,103,707 1,611,406 | 77,952,788} 75,896,226 2,056,562
Other securities. .............couiina..,.. 6,145,420 5,984,550 160,870 6,293,726 6,124,056 169,670 6,331,155 6,156,841 174,314
Loans, discounts, and overdrafts........... 19,170,886 | 18,843,488 327,398 | 21,071,435 20,732,091 339,344 | 21,707,210 || 21,354,758 352,452
Miscellaneous assets. . .................... 1,692,666 1,533,112 59,554 1,569,155 1,496,999 72,156 1,511,125 1,459,031 52,094
Total Habilities and capital accounts. .. ... 114,734,158 || 112,245,991 2,488,167 | 125,385,978 || 122,647,434 2,738,544 | 137,829,775 | 134,613,165 3,216,610
Total deposita. . ... .....oovveeea. ... 106,349,452 1 104,115,777 2,233,676 ) 116,654,134 | 114,179,597 2,474,537 | 128,701,304 (| 125,751,795 2,949,509
Miscellaneous liabilities................... 697,676 676,488 21,188 778,509 757,250 21,259 891,356 871,103 20,253
Total capital accounts.................... 7,687,030 7,453,726 238,304 7,953,335 7,710,587 242,748 8,237,115 7,990,267 246,848
Number of banks included. . ................ 14,087 13,274 2813 14,064 13,269 795 14,054 13,268 786
ALL INSURED NONINSURED ALL INSURED NONINSURED ALL INSURED NONINSURED

MUTUAL MUTUAL MUTUAL MUTUAL MUTUAL MUTUAL MUTUAL MUTUAL MUTUAL

SAVINGS SAVINGS SAVINGS SAVINGS SAVINGS SAVINGS SAVINGS SAVINGS SAVINGS
Totalassets. ..........oovviveviunnannn... 13,060,301 8,363,865 4,696,436 | 13,840,108 9,118,561 4,721,547 | 14,788,141 9,827,265 4,960,876
Cash and amounts due from other banks.... 04,125 559,031 45,094 542,877 380,628 162,249 83,835 99,579 184,256
United States Government obligations!...... 6,096,940 3,843,995 2,252,945 7,300,590 4,751,980 2,548,610 8,327,763 5,508,720 2,819,043
Other securities. ...........coivviunanna.n. 1,299,210 608,021 691,189 1,257,234 25,683 631,551 1,231,698 603,878 627,820
Loans, discounts, and overdrafts........... 4,481,784 3,073,350 1,408,434 4,416,397 3,111,443 1,304,954 4,372,270 3,110,134 1,262,136
Miscellaneous assets. ...... e 378,242 79,468 98,774 323,010 248,827 74,183 272,575 204,954 67,621
Total liabilitles and capital accounts. ... .. 13,060,301 8,363,865 4,696,436 | 13,840,108 9,118,561 4,721,647 | 14,788,141 9,827,265 4,960,876
Total deposits. . ......cvvriviienennnns. 11,750,267 7,534,060 4,216,207 | 12,473,274 8,234,962 4,238,312 | 13,375,551 8,910,338 4,465,213
Miscellaneous liabilities. .................. ,771 21,893 13,878 45,759 25,265 20,494 34,693 24,716 ,978
Total capital accounts. ................... 1,274,263 807,912 466,351 1,321,075 858,334 462,741 1,377,897 892,212 485,685
Number of banks included. ................. 545 184 361 544 192 352 543 192 351

1 Includes both direct and guaranteed obligations.

2 Revised.

Back figures—See the Annual Report for 1941 pp. 122-125,
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Table 108. PERCENTAGE DISTRIBUTION OF ASSETS AND LIABILITIES OF OPERATING INSURED COMMERCIAL BANKS
CaLL DAtes, 1934-1944

1934 1935 1936 1937 1938 1939
Asset or liability item
June 30 | Dec. 81 | June 29 | Dec. 31 | June 30 | Dec. 31 | June 30 | Dec. 31 | June 30 | Dec. 31 | June 30 | Dec. 30
Total ASSetS. .. ...ttt i 100.09,| 100.09%| 100.09,| 100.09,| 100.09,| 100.0%} 100.09( 100.09,| 100.0%,| 100.0%| 100.09;| 100.0%;
Cash, balances with other banks, and cash items
in processof collection. . ..................... 21.5 24.1 24.2 27.2 26.2 28.0 26.5 27.5 30.1 30.2 32.6 34.7
Securitles—total............co ittt 38.0 39.1 40.3 39.5 41.4 39.7 38.6 37.8 37.3 37.8 37.0 35.5
United States Government obligations, direct and
guaranteed. .. ...ttt e 23.7 254 26.1 26.1 27.6 26.3 25.5 25.3 24.9 25. 25. 24.6
Obligations of States and political subdivisions....... 5.2 5.2 5.5 5.2 5.2 4.9 4.9 4.8 4.9 5.3 5.3 5.2
Qther bonds, notes, and debentures. ... ... ... 7.5 7.1 7.3 7.0 7.4 7.4 7.1 6.6 6.4 6.0 5.5 4.9
Corporate stocks. .. ... .ovviiiiii i 1.6 1.4 1.4 1.2 1.2 1.1 1.1 1.1 1.1 9 .9 .8
Loans, discounts, and overdrafts (including re-
discounts)........oiii it 35.0 31.5 30.7 28.9 28.2 28.4 31.0 30.9 28.9 28.2 27.0 26.7
Miscellaneous assets—total ....................... 5.5 5.3 4.8 4.4 4.2 3.9 3.9 3.8 3.7 3.8 3.4 3.1
Bank premises owned, furniture and fixtures......... 2.7 2.6 2.6 2.3 2.2 2.1 2.1 2.1 2.2 2.0 1.9 1.7
Other real estate—direct and indirect!.............. 1.0 1.0 1.1 1.1 1.1 1.0 1.0 1.0 9 1.1 1.0 9
All other miscellaneous assets...................... 1. 1.7 1.1 1. .9 .8 .8 7 6 q B b5
Total liabilities and capital accounts................ 100.09| 100.09,| 100.09,| 100.09,| 100.09,| 100.09,| 100.0%| 100.09,| 100.0%,| 100.0%,| 100.09;| 100.09,
Deposits—total.. . ... ... .coruiiniiiennieneennn.ns 82.5 84.0 85.3 86.7 87.0 87.6 87.2 87.1 87.3 87.7 88.0 88.8
Demand deposits of individuals, partnerships, and
COrpPOTations. .. oo vvvtiiiiiiiiia i, 34.4 36.0 38.1 39.5 40.0 41.6 41.3 40.8 40.5 41.3 41.6 43.0
Time deposits of individuals, partnerships, and
COrpOrations. .. ...t 26.1 25.1 26.0 24.6 24.2 24.0 25.4 25.8 25.8 24.7 24.1 22.9
States and political subdivisions.................... 5.5 5.6 6.2 6.0 6.2 5.8 6.4 6.0 6.3 6.2 6.2 5.4
United States Government. ............. ... ..., 3.9 3.6 1.7 1.7 2.1 1.7 1.2 1.5 1.0 1.5 1.2 1.3
Postal 8avVingS. . covveiirinere i 1.5 1.1 8 b 4 2 2 2 2 2 1 1
Interbank. .. ..o ettt 10.2 10.7 11.6 12.6 12.5 12.6 11.2 11.3 12.2 12.8 13.4 15.1
Certified and officers’ checks, cash letters of credit, ete. 9 1.9 9 1.8 1.6 1.7 1.5 1.5 1.3 1.0 1.4 1.0
Miscellaneous liabilities—total.................... 23.1 2.8 21.6 1.1 1.2 1.1 1.2 1.1 9 1.0 1.0 9
Rediscounts and other borrowed money............. 2 .1 .1 Bl .1 B 1 S S P .1
All other miscellaneous liabilities. .................. 2.9 2.7 1.5 1.0 1.1 1.0 1.2 1.0 .9 1.0 1.0 .8
Capital accounts—total........................... 14.4 13.2 13.1 12.2 11.8 11.3 11.6 11.8 11.8 11.3 11.0 10.3
Capital stock, notes, and debentures. . 7.7 7.2 7.1 6.5 6.0 5.5 5.6 5.6 5.6 5.3 5.0 4.6
SUIPIUB. ..ot e tete ittt 4.5 4.1 4.0 3.8 3.9 3.9 4.0 4.2 4.2 4.1 4.0 3.9
Undivided profits, including all other capital accounts 2.2 1.9 2.0 1.9 1.9 1.9 2.0 2.0 2.0 1.9 2.0 1.8
Number of banksincluded. .. ... ... ... ... ...t 13,896 | 14,137 | 14,175 | 14,123 | 14,059 | 13,970 | 13,885 | 13,795 | 13,723 | 13,659 | 18,569 | 138,635

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

0T

NOILVH0dE0) HAONVHUNSNI LISOdAd TVIIadd



1940 1941 1942 1943 1944
June 29 | Dec. 81 | June 80 | Dec. 81 | June 30 | Dec. 31 | June 30 | Dec. 31 | June 30 | Dec. 30
Total @8SetS. . .. ... ... e 100.09,| 100.0%i 100.09,| 100.09,| 100.0%| 100.0%; 100.09;| 100.0%| 100.0%| 100.09,
Cash, balances with other banks, and cash items in process of col-

lection. ... ... e 36.4 37.2 34.3 33.6 31.0 28.9 24.9 24.2 22.2 22.0
Securitles—total........ ... ... .. e 34.8 34.2 36.0 36.5 41.6 49.6 56.6 57.6 59.7 61.0
United States Government obligations, direct and guaranteed........... 24.3 24.1 26.5 27.3 33.1 42.7 50.3 52.3 54.7 56.4
Obligations of States and political subdivisions........................ 5.3 5.1 4.9 4.8 4.4 3.7 3.4 2.9 2.8 2.5
Other bonds, notes, and debentures. . . ......covvvevrrinnnnrrernnen... 4.5 4.3 4.0 8.8 3.6 2.8 2.5 2.1 1.9 1.8
Corporate StOCKS. ... ... v vt e e e e e 7 T .6 .6 5 4 4 .3 .3 3
Loans, discounts, and overdrafts (including rediscounts)........... 25.9 26.0 27.2 27.6 25.3 19.8 17.0 16.8 16.9 15.9
Miscellaneous assets—total.................. 2.9 2.6 2.5 2.3 2.1 1.7 1.5 1.4 1.2 1.1
Bank premises owned, furniture and fixtures. .. 1.6 14 1.5 1.4 1.3 1.1 1.0 9 .8 q
Other real estate—direct and indirect............ .. .8 7 .6 5 4 3 2 2 1 1
All other miscellaneous assets. ............. oot .. 5 5 4 4 4 .3 .3 3 .3 .3

Total Habilities and capitalaccounts.......................cvvun.. 100.09,| 100.09| 100.0%;| 100.0%| 100.0%,| 100.0%| 100.0%! 100.0%,| 100.09,| 100.09,
Deposits—total. . ... ... ...ttt 89.1 89.7 89.9 90.4 90.4 92.0 92.3 92.8 93.1 93.5
Demand deposits of individuals, partnerships, and corporations......... 44.1 45.8 47.1 47.6 49.8 49.3 52.1 52.1 46.7 47.6
Time deposits of individuals, partnerships, and corporations............ 22.5 21.2 20.8 19.7 18.9 16.5 16.5 16.5 16. 17.4
States and political subdivisions 5.5 5.4 5.5 5.4 5.5 4.6 4.6 4.2 3.9 3.7
United States Government. .. ........ouienieinernanerneeerrenennnn 1.2 9 .9 2.3 2.3 8.6 7.6 9.0 15.4 14.8

Postalsavings. . .......... ...t .1 .1 .1 .1 15 O O DY DI P
Interbank. . . ... 14.9 14.9 14.4 13.9 12.8 11.7 10.4 9.5 9.0 9.0
Certified and officers’ checks, cash letters of credit, etc 8 1.4 1.1 1.4 1.0 1.8 1.1 1.5 1.3 1.0
Miscellaneous liabilities—total .8 .8 .8 .7 .8 .6 .6 .6 .6 .6
Rediscounts and other borrowed money .. .........oviiiiininniniiniidoenane oo onnaadovniii oo oo 1 1
All other miscellaneous liabilities.................. ... ... ... ... .8 .8 .8 7 .8 .6 .6 6 .5 5
Capitalaccounts—total. .. ...............o.iiiiiiiiiiiiiiieii, 10.1 9.5 9.3 8.9 8.8 7.4 7.1 6.6 6.3 5.9
Capital stock, notes, and debentures...... ..ot 4.4 4.1 3.9 3.7 3.6 3.0 2.8 2.6 2.4 2.2
SUTPIUS . L it e e 3.8 3.6 3.6 3.5 3.5 2.9 2.8 2.7 2.6 2.6
Undivided profits, including all other capital accounts. . ............... 1.9 1.8 1.8 1.7 1.7 1.5 1.5 1.3 1.3 1.2

Number of banksincluded. . . ...... ... ... ... . . e 13,480 | 13,438 | 13,423 | 13,427 13,403 | 18,347 | 13,302 | 13,274 | 13,269 | 13,268

1 Includes direct only prior to December 31, 1938.
2 Includes circulating notes outstanding.

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

SUNVE ONILVIHEJO 40 SHILITIAVIT ANV SIISSV

T8T



EXAMINERS’ EVALUATION OF INSURED COMMERCIAL BANKS

Table 109.
banks examined in 1939-1944

Table 110.
banks examined in 1944

Examiners’ appraisal of assets, liabilities, and capital of insured commercial

Examiners’ appraisal of assets, liabilities, and capital of insured commercial

Banks grouped according to amount of depostis

The tables in this section present a summary of the
evaluation of bank assets and liabilities made by exam-
iners of the Federal supervisory agencies. Since bank
examinations are made at various dates during the year,
these tables differ from those in the previous sections,
which are based on reports submitted by the banks for
specified dates. These tables have been prepared from
reports of examination available during the year and do
not cover precisely the banks examined in that year.
The figures for 1944 include 12,945 insured commercial
banks operating at the close of the year and 38 banks

appraised value of assets regarded as suitable for bank
investment; and (2) substandard, which represents the
appraised value of assets believed by the examiners to
involve a substantial degree of risk, or to be otherwise
undesirable for bank investment. For a description of the
procedure followed in examiners’ evaluation of assets, see
the Annual Report of the Corporation for 1938, pages
61-78.

Appraised value of United States Government obliga-
tions exceeds book value because the excess of redemption
value of United States Savings Bonds over book value is

Gel
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which ceased operations or were taken over by other banks
during the year. Figures for 807 insured banks operating
at the close of the year were not included in the tabula-
tions: 10 because they were not engaged in deposit
banking, and 297 because reports of examination were,
for various reasons, not available for tabulation. For
252 banks the figures are derived from reports of examina-
tion made in the last three months of 1943.

Evaluation of Assets

Book value of assets is the net value, after deduction
of valuation and premium allowances, at which the assets
are carried on the books of the banks at the time of
examination.

Assets not on the books represent the determinable
sound value of assets which are not included in the bank’s
statement of assets or are carried at nominal values.

Examiners® deductions from total assets represent
the difference between the appraised value and book
value of assets shown on the books.

Appraised value of total assets represents the value
of all assets as determined by examiners and is segregated
into two groups: (1) not criticized, which represents the

greater than the examiners’ deductions of unamortized
premiums on other United States Government bonds
purchased above par. Appraised value of other securities
and of loans and discounts do not include assets not
shown on the books. Assets not on the books, other than
United States Government obligations, are included in
the appraised value of fixed and miscellaneous assets.

Evaluation of Liabilities and Capital

Adjusted liabilities include all liabilities shown on
the books and such others as have been determined by
the examiners.

Book value of capital accounts refers to the net
worth or equity of the stockholders (including holders
of capital notes and debentures) shown on the books at
the time of examination.

Adjusted capital accounts equal book value of total
capital accounts plus the value of assets not shown on
the books, less examiners’ deductions from total assets,
and less liabilities not shown on the books. The term
“adjusted capital accounts” corresponds to the term
“net sound capital” used in the Annual Reports of the
Corporation for the years 1939-1943.
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Table 109. EXAMINERS’ APPRAISAL OF ASSETS, LIABILITIES, AND CAPITAL OF INSURED COMMERCIAL BANKS EXAMINED IN 1939-1944
(Amounts in thousands of dollars)
Asset, liability or capital item 1939 1940 1941 1942 1943 1944

Total assets—book value.................. ...t iiiiiii., 58,254,425 65,184,983 71,697,320 80,449,956 102,021,738 118,843,675
Assetsnot on the booKS. . .. ... . it s 38,996 36,777 19,851 20,089 26,346 20,897
Examiners’ deductions. ......... ... .. i i 340,697 255,876 174,037 145,741 97,144 54,193
ApPraised vale. ...t 57,952,724 64,965,884 71,543,134 80,324,304 101,950,940 118,810,379
Noteriticized....................... . P 54,982,658 62,418,390 69,612,512 78,610,078 100,690,848 117,984,985
Substandard. . ... .. ... 2,970,071 2,662,194 2,080,622 1,714,226 1,260,097 825,394
Cashandduefrombanks.................. .. . ot 18,643,164 23,308,292 24,107,119 24,618,882 25,342,868 26,036,187
U. S. Government obligations—book value. ......................... (2) (2) @) 26,799,729 50,067,210 65,089,147
Appraised valuel. ... ... .. ... [©)] ® (O] 26,807,855 50,073,639 65,096,308
Other securities—book value.................. .. ..o, 221,315,369 222,758,101 225,759,640 6,682,798 6,055,350 5,805,695
Appraised value. . 221,234,173 222,698,345 225,722,984 6,651,951 6,040,897 5,800,937
Not eriticized. . . . 220,027,268 221,659,491 224,970,412 6,084,558 5,678,743 5,499,087
Substandard . . ..... ... ... ... 1,206,905 1,088,854 752,572 617,398 462,154 301,900
Loans and discounts—book value. ........................ ...l 16,055,860 17,037,342 19,544,145 20,136,352 18,290,697 19,562,561
ApPraised ValUe. ... ouue ittt e 15,898,191 16,924,352 19,467,422 20,071,927 18,251,118 19,539,481
Noteriticized. ... .. ... ot 14,669,527 15,870,628 18,618,309 19,308,969 17,710,001 19,180,144
Substandard . ......... 1,228,664 1,058,72) 849,113 767,958 541,117 359,887
Fixed and miscellaneous assets—book value......................... 2,240,032 2,081,248 2,286,416 2,212,195 2,265,613 2,350,085
ApDraised ValUE. ... .uvr it 2,177,196 2,034,895 2,245,609 2,173,689 2,242,418 2,337,471
INOL EPTECTZOA. ++ o v e v oo et e et e e e e e 1,642,694 1,574,979 1,816,672 1,844,814 1,985,592 2,178,814
Substandard . . . .. oo o e e e e 584,502 459,916 428,987 328,875 256,826 164,157
Total liabilities—book value. . ........ ... ... ... ... ... 51,781,865 58,627,148 65,012,512 73,529,826 94,882,516 111,242,503
TOtAl dEPOSIES . + ¢« ¢t v e vt e e ettt e et 50,976,656 57,919,547 64,218,740 72,755,007 94,087,113 110,177,295
Other liabilities—book value............ .. ... ... o i ,209 707,601 798,772 774,819 795,403 1,065,208
Liabilities not on the books.......... ... ... ... ... .. . i 10,436 12,927 6,084 7,362 4,491 7,563
Adjusted total liabilities.......... ... ... ... 51,792,301 58,640,075 65,018,596 73,537,188 94,887,007 111,250,066
Total capital accounts—book value. .. .............................. 6,472,560 6,557,835 6,684,808 6,920,130 7,139,222 7,601,172
Assetsnot on the booKS. . ... ... 38,996 36,777 19,851 20,089 26,346 ,897
Examiners’ deductions from totalassets. ........................... ... 340,697 255,876 174,087 145,741 97,144 54,198
Liabilities not on the books 10,436 12,927 6,084 7,362 4,491 7,563
Adjusted capital accounts........... 6,160,423 6,325,809 6,524,538 6,787,116 7,063,933 7,560,313
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Adjusted capital accounts per $100 of —

Appraised value of total asgets.........oovviiiiiinen .., $10.63 $9.74 $9.12 $8.45 $6.93 $6.36

Book capital. ..o i e e e 95.18 96.46 97.60 98.08 98.95 99.46
Substandard assets per $100 of —

Appraised value of total assets.........vvinrireeiiinn s 5.12 3.93 2.84 2.18 1.24 .69

Adjusted capital accounts.......... .. .. o 48.21 40.35 31.12 25.26 17.84 10.92
Substandard loans and discounts per $100 of—

Appraised value of loans and disecounts..................ooviiiia..., 7.78 6.23 4.36 3.83 2.96 1.84
Number of Banks. . . o .ovutrte ittt 13,505 13,437 13,308 13,303 13,207 12,983

1 Appraised value is in excess of book value due to the excess of redemption value of U. 8. Savings Bonds not shown on the books over examiners’ deductions of unamortized
premiums on U. S. Government obligations purchased above par.
2 Prior to 1942 U. 8. Government obligations not available separately, included under other securities.
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Table 110. EXAMINERS' APPRAISAL OF ASSETS, LIABILITIES, AND CAPITAL OF INSURED COMMERCIAL BANKS EXAMINED IN 1944
BANKS GROUPED ACCORDING TO AMOUNT OF DEPOSITS

(Amounts in thousands of dollars)

Banks with deposits of—

Asset, liability or capital iterm banks 250,000 | $250,000 | $500,000 | $1,000,000 | $2,000,000 | $5,000,000 | $10,000.000 | More than
or less to to to to to to $50,000,000

$500,000 | $1,000,000 | $2,000,000 | $5,000,000 | $10,000,000 { $50,000,000
Total assets—book value.................. 118,843,675 53,777 555,719 | 2,324,557 | 5,298,445 | 9,885,833 | 8,121,511 | 17,851,335 | 74,752,498
Assetsnotonthebooks................... 20,897 40 469 ,701 2,744 ,807 1,557 3,112 8,467
Examiners’ deductions. ... ... .. .. ....... 54,193 57 502 1,406 8,556 7,617 5,404 13,417 22234
Appraised value. ... ............. .. ... 118,810,379 53,760 555,686 | 2,324,852 | 5,297,633 | 9,881,028 | 8,117.664 | 17,841,030 | 74,738,731
Not eriticized. ... o] 117,984,985 52,520 548,368 2,901,185 5,245,057 9,776,597 8,038,280 | 17,680,274 | 74,842,459

Substandard . . ........... ... ....... 825,894 9,0 7,323 28,717 52,576 104,426 79,884 160,756
Cash and due from banks................. 26,036,187 22,440 200,549 747,529 | 1,543,445 | 2,597,352 | 1,935,285 | 4,072,948 | 14,916,635
U. S. Government obligations—book value.| 65,089,147 16,124 209,365 | 1,009,906 | 2,468,966 | 4,900,364 | 4,351,255 | 9,925,487 | 42,207,686
Appraised Valuel ... .................on.. 65,096,303 16,151 200,694 | 1,011,358 | 2,471,132 | 4902412 | 4,351,956 | 9,925,857 | 42,207,748
Other securities—book value.............. 5,805,695 1,898 23,390 121,706 318,016 710,094 559,668 | 1,011,901 | 3,059,022
Appraised value. ... ...................... 5,800,937 1,893 23,370 121,590 317,701 709,460 558,950 | 1,011,245{ 3,056,728
Not eriticized. 5,499,087 1,690 21,497 115,455 804,800 680,308 586,181 965,209 2,874,402
Substandard . . . 801,900 208 1,873 6,185 18,401 29,157 22,769 46,036 182,326
Loans and discounts—book value. .. ... ... 19,562,561 12,513 116,383 421,853 904,539 | 1,542,601 | 1,152,740 | 2,515,380 | 12,896,552
Appraised value. ... ...................... 19,539,481 12/482 116,047 420,951 902,478 | 1,538,908 | 1,150,099 | 2,509,166 | 12,889,350
Noteritieized.................... .. ..... 19,180,144 11,889 111,141 405,252 869,790 1,480,641 1,108,232 2,487,274 12,756,025
Substandard . .. ...... ...... . ... ... ... 59,387 598 4,906 15,699 32,688 58,367 41,867 71,892 138,325
Fixed and miscellaneous assets—book value| 2,350,085 802 6,032 23,569 63,475 135,422 122,563 325,619 | 1,672,603
Appraised value. ... ............oc0ooonn.. 2,337,471 794 6,026 23,429 62,873 132,891 121,374 321,814 | 1,668,270
Not eriticized. ... .o | 2,178,814 650 5,482 21,546 56,386 115,989 106,626 278,986 1,587,649
Substandard. . ........ 164,157 144 544 1,888 6,487 16,902 14,748 42,828 80,621
Total liabilities—book value. . ............ 111,242,503 46,208 499767 | 2,136,012 | 4,903,583 | 9,169,727 | 7,559,347 | 16,704,103 | 70,223,756
Total AePOSIEE. « v v vunvroenennrr oo 110,177,295 46,037 498,687 | 2,132,185 | 4,895,176 | 9,145,860 | 7,585,770 | 16,612,289 | 69,311,291
Other liabilities—book value.. ... ... .. .. 1,065,208 171 1,080 3,827 8,407 23,867 23,577 91,814 12.465
Liabilities not on the books. . ... .......... 7,563 12 60 138 256 462 200 2,427 4,008
Adjusted total liabilities. ... ............. 111,250,066 46,220 499,827 | 2,136,150 | 4,903,839 | 9,170,189 | 7,559,647 | 16,706,530 | 170,227,764
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Total capital accounts—book value. . . .. .. 7,601,172 7,569 55,952 188,545 394,862 716,106 562,164 1,147,232 4,528,742
Assets not on the books............. . 20,897 40 469 1,701 2,744 2,807 1,557 3,112 8,467
Examiners’ deductions from total asset: 54,193 57 502 1,406 3,566 7,617 5,404 13,417 22,234
Liabilities not on the books . 7,563 12 60 138 256 462 200 2,427 4,008
Adjusted capital accounts................. 7,660,313 7,540 55,859 188,702 393,794 710,834 558,117 1,134,500 4,510,967

Adjusted capital accounts per $100 of —

Appraised value of total assets............. $6.36 $14.03 $10.05 $8.12 $7.43 $7.19 $6.88 $6.36 $6.04
Bookcapital........................... .. 99.46 99.62 99.83 100.08 99.73 99.26 99.28 98.89 99.61
Substandard assets per $100 of—
Appraised value of total assets............. .69 1.76 1.32 1.02 .99 1.06 .98 90 .53
Adjusted capital accounts................. 10.92 12.47 13.11 12.57 13.35 14.69 14.22 14.17 8.78
Substandarn} loans and discounts per
0 of —
Appraised value of loans and discounts. . ... . 1.84 4.75 4.23 8.73 3.62 3.79 3.64 2.87 1.03
Numberof banks.......................... 12,983 241 1,297 2,888 3,423 2,950 1,101 834 249

! Appraised value is in excess of book value due to the excess of redemption value of U. S. Savings Bonds not shown on the books over the examiners’ deductions of un-
amortized premiums on U. S. Government bonds purchased above par.
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EARNINGS, EXPENSES, AND DIVIDENDS OF INSURED BANKS

Earnings, expenses, and dividends of insured banks, 1944
By class of bank

Ratios of earnings, expenses, and dividends of insured banks, 1944
By class of bank

Earnings, expenses, and dividends of insured commercial banks operating
throughout 1944

Banks grouped according to amount of deposits

Reports of earnings, expenses, and dividends are
submitted to the Federal supervisory agencies on either
a cash or an accrual basis. This year income taxes are
shown separately, for the first time, for all classes of
insured banks.
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Earnings data are included for all insured banks op-
erating at the end of the year. Earnings for national banks
reporting for the first half of the year only are also included.

Averages of assets and liabilities are based upon the
beginning, middle, and year-end call report data and
include figures for banks which reported on one or two
call dates only. Consequently, the assets and liability
averages are not strictly comparable with the earnings
data, but the differences are not large enough to affect
the totals significantly. Some further incomparability is
also introduced by shifts between classes of banks during
the year.

Sources of data:

National banks and State banks not members of the
Federal Reserve System in the District of Columbia:
Office of the Comptroller of the Currency.

State banks members of the Federal Reserve System:
Board of Governors of the Federal Reserve System.

Other insured banks: Federal Deposit Insurance
Corporation.
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Table 111. EARNINGS, EXPENSES, AND DIVIDENDS OF INSURED BANKS, 1944

BY CLASS OF BANK
(Amounts in thousands of dollars)

Insured commercial banks

Insured commercial banks

Insure(li
mutual
Members ¥. R. System Not savings Operating Operating
Total ms‘mll_)_\.’ers banks! throughout leds than
. . 2
National State System the year full year
Current operating earnings—total. . ................. 2,214,905 1,201,935 671,527 341,443 295,709 2,206,692 8,213
Interest and dividends on securities. .. 1,090,253 9,920 829,700 130,633 127,650 1,087,473 2,780
Interest and discounton loang...........cocevviannnn, 680,708 369,067 189,084 182,657 141,262 679,260 1,448
Service charges and other fees on banks' loans - 17,320 8,588 6,309 2,428 [........... . 17,301 19
Service charges on deposit accounts. .......oien i 107,375 59,931 25,569 21,875 ... viineinne 107 125 250
Qther service charges, commissions, fees, and collection
and exchange charges...........coiivenenirnnnnen 78,485 35,064 18,138 25,283 538 78,234 251
Trust department..........cititiieiiitrannanneenans 112,486 37,387 66,944 8,155 ). ..., 109,659 2,827
Other current operating earnings. ........... ... ..., 128,278 71,978 35,783 20,517 26,359 127,640 638
Current operating expenses—total 1,356,680 722,285 404,206 230,189 86,575 1,350,760 5,920
Salaries—officers. ............. . 240,354 121,873 65,695 52,886 10,093 239,102 1,252
Salaries and wages—employees............ . 386,346 207,821 129,592 48,933 20,668 384,706 1,640
Fees paid to directors and members of exeouti e, dis-
count, and other committees........... 12,907 6,377 3,135 3,395 1,908 12,842 65
Interest on time and savings deposits....... 186,773 96,807 47,168 42,798 @ 186,422 351
Interest and discount on borrowed money 1,112 452 515 145 ). . ciieiiennns 1,101 11
Taxes other than on netincome. ............oviunn.. 97,307 53,800 29,035 14,472 14,838 96,926 381
Recurring depreciation on banking house, furniture and
BXEUTES . . 4 e eveveressecrsasonnnsnronesronsnses 41,845 24,404 10,531 6,910 3,359 41,778 67
Other current operating eXpenses........coeeevessnnn. 890,036 210,751 118,635 60,650 35,724 387,883 2,163
Net current operating earnings. . ..........cccinen.n 858,225 479,650 267,321 111,254 209,134 855,932 2,293
Recoveries and profits—total............ [N 361,726 193,870 124,220 43,636 101,473 360,666 1,060
Recoveries on gecurities. .. ... it iii i iiiaeans 92,778 50,290 32,521 9,967 31,423 92,683 95
Profits on securities sold orredeemed . ................. 129,834 68,846 47,406 13,582 30,677 129,598 236
Recoverieaon loans..........oiiiiivunneannenennaeans 84,224 50,240 22,300 11,684 14,763 84,069 1565
Allother. ... ... . it i it ieeraiacennanans 54, 1890 24,494 21,993 8,408 24,610 54,316 574
Losses and charge-offs—total......... e 265,881 142,418 89,759 33,704 113,691 265,438 443
On BecUrities, .. ..ooevn it ierieiennnnennvanannnans 110,439 67,556 29,587 13,296 17,626 110,386 53
Onloans. ..o ittt it ittt e 70,090 41,023 19,260 9,807 68,179 70,001 89
Allother. .. oiut it i ittt ittt e i 85,352 33,839 40, 912 10, 601 27,887 85,051 301
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Non-operating profit...............ccoviiievninnnn., 95,845 51,452 34,461 9,932 -12,218 95,228 617
Net profits before income taxes. . .................... 954,070 531,102 301,782 121,186 196,916 951,160 2,910
Taxes on net income—total.............cco0vevennn, 202,821 120,431 63,284 19,106 122 202,071 750
Federal.......... P . 187,032 111,675 57,461 17,896 §...... e 186,342 690
State. . it i e e e 15,789 8,756 5,823 1,210 122 15,729 60
Net profits after taxes..................... e 751,249 410,671 238,498 102,080 196,794 749,089 2,160
Dividends and interest on capital—total.............. 253,193 144,001 82,000 27,192 132,912 252,079 1,114
Dividends declared on preferred stock and interest paid
on capital notes and debentures................... 13,645 5,294 4,392 3,959 482 13,635 10
Cash dividends declared on common stock. . 239,548 138,707 71,608 23,233 4132,430 238,444 1,104
Net additions to capital from profits. ................ 498,056 266,670 156,498 74,888 63,882 497,010 1,046
Average assets and liabilitiess
Assets—total.............. 123,168,863 70,378,946 38,529,099 14,260,818 9,164,873 .. viiiiiiiiii e .
Cash and due from banks 28,042,727 16,528,328 7,951,948 3,562,451 449,751 . . i e
U. 8. Government obligations. .. ........ccvvienvnnn.. 67,231,161 38,665,434 21,652,390 6,913,837 4,723,004 Lo oo iiiii el
Other securities. . .....utuerrirnnincnrraesvnncannnas, 6,088,482 3,447,852 1,682,079 958,551 28,821 [ovvvvnv e afroneenninnennn
Loans and discounts.......cvvvreivrneerierennenvnnn. 20,310,112 10,936,478 6,743,473 2,630,161 3,115,989 L. . ovvvviiin i ieenin e
All Other a8BetS. . .. vvivnerinrerinersooenerennannns 1,496,381 800,854 499,209 196,318 47,358 |...... S
Liabilities and capital—total......................... 123,168,863 70,378,946 38,529,099 14,260,818 9,164,873 S .
Total depoBits. . . ..vviiiiiiiiir i rraiienienn, 114,682,390 65,801,156 35,672,528 13,208,706 8,280,998 [...iviiiiiiifiiiiiiiinn ..
Demand deposits 92,267,114 54,298,819 29,992,910 8,980,885 .ol
Time and savings deposils...............covuieeo... 21,415,276 11,507,387 5,679,618 4,228,321 8,280,998 ... ... i i
Borrowings and other liabilities. ............c0vvuns.. 768,280 472,607 249,974 45,699 23,974 ] ..
Total capital accounts. ........ovvvveivnrennernennnn. 7,718,193 4,105,183 2,606,597 1,006,413 859,901 |....viiiiiiiiiiii i
Number of active officers, December 30........... PR 56,494 26,436 11,247 18,811 1,276 656,146 348
Number of other employees, December 30................ 229,377 121,926 71,336 86,115 9,719 228,067 1,310
Number of banks, December 30............... Certieaann 13,268 5,025 1,786 6,457 192 18,177 91

! Includes 3 mutual savings banks, members of the Federal Reserve System.

? Includes banks operating less than full year and trust companies not engaged in deposit banking.

# Interest and dividends paid depositors of mutual savings banks are shown as a deduction from net profits.
¢ Interest and dividends paid depositors. See footnote 3.

¥ Averages of figures reported at beginning, middle, and end of year.

Nore: Minus (-) indicates non-operating loss.

Back figures—See the Annual Report for 1943, pp. 96-97, and earlier reports.
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Table 112.

BY CLASS OF BANK

RATIOs OF EARNINGS, EXPENSES, AND DIVIDENDS OF INSURED BANKS, 1944

Insured commercial banks

Insured
Members F. R. System Not mutual
savings
Total mrgmflzers bankst
National State System
Amounts per $100 of current operating earnings
Current operating earnings—total . . ........... ... .. . .. it $100.00 $100.00 $100.00 $100.00 $100.00
Interest and dividends on securities........... ..o i i i i et e s 49.22 52.41 49.10 38.26 43.13
INcome On LOANB. . . ..\ttt iit sttt an st et e e e 31.52 30.59 29.09 39.563 47.717
Service charges on deposit accounts............. e e i ae i 4.85 4.99 3.81 6410.............
Other current operating earmings. ... .. .uv it eniin e eeteuraiiaroanransenannsons 14.41 12.01 18.00 15.80 9.10
Current operating expenses—total. . ... ... ..ottt ittt 61.25 60.09 60.19 67.42 29.28
Salaries, wages, and feeB. .. .. ... ... i i e e et 28.88 27.96 29.53 30.82 11.04
Interest on time and 8avings depositS. .. ... oottt i e e 8.43 8.05 7.02 12.563 )
Other current OpPerating eXPeNBeS. .. .. ...t ienrteunratnsncursnrensassncnsssssanerans 23.94 24.08 23.64 24.07 18.24
Net current operating earnings. . ........ ... .o iiiiiiiiiiieinrersnenas eeain 38.75 39.91 39.81 32.58 70.72
Amounts per $100 of total assets?
Current operating earnings—total .. 1.80 1.71 1.74 2.39 3.23
Current operating expenses—total e 1.10 1.03 1.05 1.61 .95
Net current operating earnings.........c.vviinieninvneiainiennsranans e 70 .68 .69 .78 2.28
Recoveries and Profits—total, . ... . oii ittt it i i e i i s .29 27 .32 31 1.11
Losses and charge-offs—total. .. ... ... . i e 22 20 .23 24 1.24
Net profits before income taxes. . . .. ..ottt it it i it e e, N .15 18 .85 2.16
Net profits after income taXeB. . ... ..vit i i ittt iiseeerenseeinarseaennssansonsns 61 .68 .62 T2 2.15
Amounts per $100 of total capital accounts?
Net current operating earnings. ... ........iiuiiiniienntonretirireiiaearaesarseanaans 11.12 11.68 10.26 11.05 24.32
Recoveries and profits—total. ... .. . viiiiii it i e i i e 4.69 4.72 4.76 4.34 11.80
Losses and charge-offs—total. ... ... ... .. i it i i e 3.45 3.47 3.44 3.35 13.22
Net profits before InCOME LAXES. . . .. .o veitininniieiieinieneraiarraseroersoasesorsnss 12.36 12.93 11.58 12.04 22.90
Income taXes On NEL INCOMIE. . .. u ittt vt iienrosnnrrsuserasansivenesstnsossesasacnns 2.63 2.98 2.43 1.90 .01
Net profits after income taxes.............cvviiiiinennnns e ettt 9.73 10.00 9.15 10.14 22.89
Cash dividends declared. .........coviuiiitriiiniiereeerneneeereeeririiienssreannies 3.28 3.61 3.15 2.70 415.46
Net additions to capital from profits. .. ... ..ottt i it it e 6.45 6.49 6.00 T7.44 7.43
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Special ratios?

Income on loans per $100 of loans............c......... . 3.44 3.36 2.90 £.13 4.53

Income on securities per $100 of securitie: 1.49 1.50 141 1.66 2.38

Service charges per $100 of demand deposits. .. 12 11 .09 240 ... .

Interest paid per $100 of time and savings depo: 87 84 .83 1.01 ®

Assets and Habilities per $100 of total assets?

ASBEES—OTAL. . . ... i e e e 100.00 100.00 100,00 160.60 100.00
Cash and due from banks. ......ovvuveonvinnenenniininnit! 22.77 23.48 20.64 24.98 4.91
U. S. Government SecUrities. ... ...vvuvnunnvnrronrrinninnnnns 54.59 54.94 56.20 48.48 51.53
Other securities. ... ......ovvuiniiunevnennnanrniiini 4.94 4.90 4.37 6.72 6.86
Loans and discounts........ouvirvuveenanreensnoii 16.49 15.54 17.50 18.44 34.00
ALl OLher 288618, . . ..o v v vttt e e e et e ene e 1.21 1.14 1.29 1.38 2.70
Liabilities and capital—total 100.60 100.00 100.00 100.00 100.00
Total deposItS. . . . ..vvuv it s e e 93.11 93.50 92.58 92.62 90.36
Demand deposits. ... .......coouiiiiii 75.72 77.15 77.84 62.97 ...t
Time and 8avings deposis. .. .. ...........0oou s 17.89 16.85 14.74 29.65 90.36
Borrowings and other labilities. . ............ ... ..., .. .62 67 65 .32 .26
Total capital aceounts. . .........oovuuuinin i 6.27 5.83 6.77 7.06 9.38

Number of banks, December 80.........uuuininrnerninen e eene e areennnss 13,268 5,025 1,786 6,457 192

1Includes 8 mutual savings banks, members of the Federal Reserve System.

2 Interest and dividends paid depositors of mutual savings banks are shown as a deduction from net profits.
# Asset and liability items are averages of figures reported at beginning, middle, and end of year.

¢ Interest and dividends paid depositors. See footnote 2.

Back figures—See the Annual Report for 1943, pp. 98-99.
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Table 113. EARNINGS, EXPENSES, AND DIVIDENDS OF INSURED COMMERCIAL BANKS OPERATING THROUGHOUT 1944

BANKS GROUPED ACCORDING TO AMOUNT OF DEPOSITS

(Amounts in thousands of dollars)

Totall

Banks with deposits of—2

$500,000 $500,000 | $1, 000 000 | $2,000,000 | $5, 000 000 | $10,000,000{ 50,000,000 | More than
or to to to to $100,000,000
less $1,000,000 | $2, 000 000 | $5,000,000 | $10, 000 000| $50,000,000| $100,000,000 (AR
Current operating earnings—total. . ............. 2,206,692 11,524 45,555 111,570 218,126 183,276 381,787 154,321 1,100,533
Interest and dividends on securities................ 1,087,473 3,054 15,583 42,665 93,825 86,179 181,877 77,502 586,788
Interest and discountonloans.............c.vuuen 679,260 5,758 20,275 46,726 83,099 61, 348 114,718 43,321 304,015
Service charges and other fees on banks’ loans. ..... 17,801 172 277 1,147 844 1,891 672 11,788
Service charges on deposit accounts................ 107 125 682 2,994 7,804 16, 1306 13,880 26,538 8,020 30,951
Other service charges, commissions, fees, and col-
lection and exchange charges 78,234 1,508 4,923 9,607 13,031 7,882 12,487 4,256 24,540
Trust department............... 109,659 39 29 268 1,574 3,518 16,108 8,515 79,613
Other current operating earnings. . 127,640 361 1,474 3,990 9,144 9,625 28,173 12,035 62,838
Current operating expenses—total. . ............. 1,350,760 8,062 30,807 74,352 145,821 123,805 257,695 99,084 611,134
Salaries—officers. .............. . 39,102 38,201 11,042 28,015 35,962 24,561 42,282 15 232 83,807
Salaries and wages—employees. ... ... iiiiionaian 384,706 856 3,697 11,176 28,291 28,943 71,656 29 944 210,143
Fees paid to directors and members of executive,
discount, and other committees, .............. 12,842 156 665 1,586 2,769 1,808 2,608 693 2,562
Interest on time and savings deposits.............. 186,422 957 4,818 13,111 27,085 23,750 41,893 18,569 61,439
Interest and discount on borrowed money....... ves 1,101 4 11 26 46 45 224 99 646
Taxes other than on netincome................... 96,926 522 1,876 4,869 10,254 8,632 18,818 7,439 44,616
Recurring depreciation on banking house, furniture
and fiXUTeS. . . .ovveiiiiiiiii it 41,778 270 980 2,426 5,239 4,479 8,663 3,198 16,523
Other current operating expenses............... e 387,883 2,096 7,718 18,143 36,175 31,687 71,556 29,110 191,398
Net current operating earnings. ..... et 855,932 3,462 14,748 37,218 72,305 59,471 124,092 55,237 489,399
Recoveries and profits—total......... e RPN 369,666 1,300 5,033 12,866 26,079 23,650 60,118 19,109 212,511
Recoveries on securities. .. ... c.iiviiiiieiraenaa. 92,683 236 1,113 3,177 6,044 5,425 14,171 3,723 58,794
Profits on securities sold or redeemed.............. 129,698 196 1,047 8,065 8,254 8,112 22,482 9,234 77,208
Recoveries ond0ans......c.oiviiiiirieieeiennnae, 84,069 b75 1,961 4,142 7,206 6,019 13,319 3,442 47,406
Allother......covvviiiiiiiiii i, P veen 54,316 293 912 2,482 4,575 4,094 10,146 2,710 29,104
Losses and charge-offs—total............. PR 265,438 714 2,659 8,106 19,501 17,960 45,616 14,385 156,497
Onsecurities......cocivverieieniiiienenrnaennas 110,386 199 973 3,366 8,295 8,339 19,827 6,741 62,656
ONloans. . ..vii it ittt 70,001 337 994 2,491 5,647 4,595 9,842 2,814 43,281
Allother.........coovivnninennn. e 85,051 178 692 2,259 5,559 5,026 15,947 4,830 50,560
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Non-operating profit.................. Creeeeees 95,228 586 2,374 4,760 6,578 5,690 14,502 4,724 56,014
Net profits before income taxes. . ................ 951,160 4,048 17,122 41,978 78,883 65,161 138,594 59,961 545,413
Taxes on net income—total.. 202,071 600 2,246 5,551 10,634 16,010 25,810 13,768 133,452
Federal......... . 186,342 558 2,094 5,185 10,042 9,450 24,465 12,949 121,599
State. ...eoiriiniininnen., e 15,729 42 152 366 592 560 1,345 819 11,853
Net profits after taxes................cccvvuunnns. 749,089 3,448 14,876 36,427 68,249 55,151 112,784 46,193 411,961
Dividends and interest on capital—total....... ... 252,079 1,003 4,187 10,337 19,658 15,495 32,596 13,956 154,847
Dividends declared on preferred stock and interest
paid on capital notes and debentures.......... 13,635 102 325 807 1,390 1,398 2,904 2,373 4,336
Cash dividends declared on common stock.......... 238,444 901 3,862 9,530 18,268 14,0697 29,692 11,583 150,611
Net additions to capital from profits............. 497,010 2,445 10,689 26,090 48,591 39,656 80,188 32,237 257,114
Number of active officers, December 30......... e 56,146 2,019 5,780 9,636 11,984 6,357 7,885 2,363 10,122
Number of other employees, December 30.......... .. 228,067 1,120 4,320 10,791 22,262 20,023 45,145 18,150 106,256
Number of banks, December 80............... . 13,177 1,105 2,578 8,620 3,378 1,328 980 129 159

! This group of banks is the same as the group shown in Table 111 under the heading “Operating throughout the year.”
2 Deposits are as of December 30, 1944.
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DEPOSIT INSURANCE DISBURSEMENTS

Table 114. Disbursements by the Federal Deposit Insurance Corporation to protect
depositors; number and deposits of insured banks placed in receivership or
merged with the financial aid of the Corporation, 1934-1944
Banks grouped by class of bank, year of disbursement, amount of deposits, and
State

Table 115. Assets and liabilities of insured banks placed in receivership and of insured
banks merged with the financial aid of the Federal Deposit Insurance Cor-
poration, 1934-1944

As shown by books of bank at date of closing

Table 116. Depositors and deposits of insured banks placed in receivership, 1934-1944
As shown by books of FDIC, December 31, 194}

Table 117. Disbursements to protect depositors, recoveries, and losses by the Federal
Deposit Insurance Corporation from insured banks placed in receivership or
merged with the financial aid of the Corporation, 1934-1944

As shown by books of FDIC, December 31, 194}

Disbursements by the Federal Deposit Insurance payment from the receiver because of their preferred
Corporation to protect depositors are made whenever status. Unpaid depositors are primarily those whose
insured banks because of financial difficulties are placed claims are disputed, and those whose claims although not
in receivership or are merged with the aid of the Corpora- filed are not yet legally barred from payment by FDIC.
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tion. In receiverships the disbursement is the amount paid
by the Corporation on insured deposits. In mergers the
Corporation’s disbursement is the amount loaned to
merging banks, or the price paid for assets purchased
from them.

Depositors and deposits in insured banks placed in
receivership have been grouped in Table 116 to show the
ways in which depositors’ claims against these banks
were met. Because the claim of a single depositor may
be paid in several ways, the number of depositors cannot
be correlated with the amount of deposits in the various
categories as given in the table.

Depositors eligible for insurance protection are all
depositors except those holding only accounts which were
restricted or deferred prior to 1934, and those whose
deposits were made after the termination of a bank’s
insured status. Depositors not eligible for insurance
protection are those whose total accounts are thus ex-
cluded from insurance, and those whose accounts are
barred from payment by FDIC because the accounts were
not claimed before the expiration of the period set by law.

Depositors paid by FDIC are all those who receive
any payment from the Corporation. Depositors fully
paid by other methods are those who receive no pay-
ment from FDIC, but do receive full compensation for
their accounts by offset, by sale of security, or by direct

Insured deposits are the deposits for which FDIC is
legally liable. This includes the net amount due each
depositor after deductions of offset, of amounts in excess
of $5,000, and of amounts not eligible for insurance
protection as described in preceding paragraphs. Secured
deposits are those covered by pledge of specific assets.
Preferred deposits are those which, under Federal or
State law, are paid from proceeds of the liquidation before
common claims against the bank are met. Deposits sub-
ject to offset are those met by claims which the bank
holds against the depositor. Deposits uninsured, un-
secured, not preferred, and not subject to offset
are those not covered by insurance or other specific
arrangement. They may be paid in full, however, by the
receiver as common claims.

Deposits of insured banks placed in receivership as
given in tables with data taken from the books of FDIC
at the end of the year, will differ from the deposits in
tables with data taken from books of bank at date of
closing. This is because the former include deposits
discovered or reclassified after the date of a bank’s
closing.

Sources of data:

Books of bank at date of closing; and books of FDIC,
December 31, 1944.
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Table 114. DISBURSEMENTS BY THE FEDERAL DEPOSIT INSURANCE CORPORATION TO PROTECT DEPOSITORS; NUMBER AND DEPOSITS
OF INSURED BANKS PLACED IN RECEIVERSHIP OR MERGED WITH THE FINANCIAL AID OF THE CORPORATION, 1934-1944

BANKS GROUPED BY CLASS OF BANK, YEAR OF DISBURSEMENT, AMOUNT OF DEPOSITS, AND STATE

Disbursement by FDIC

Number of banks involving

Deposits (in thousands of dollars)

(in thousands of dollars) disbursement
Total Recetver- Mergers! Total Receiver- Mergers Total Receiver- Mergers?
ships! ships shipst
All banks........ Ceerrerearreenas [N 259,696 86,979 172,717 397 245 152 499,233 109,590 389,643
Class of bank
National banks 77,993 14,787 63,206 65 21 44 94,716 19,474 75,242
99,406 20,928 78,477 20 6 14 179,081 26,538 152,543
82,298 51,264 31,034 812 218 94 225,436 63,578 161,858
941 941 |oovvennnn 9 L T 1,966 1,966 {........... .
8,890 6,025 2,865 25 24 1 13,320 9,091 4,229
14,828 8,055 6,773 69 42 27 27,528 11,241 16,287
19,202 12,045 7,157 7% 50 25 33,346 14,961 18,385
30,474 9,082 21,392 74 50 24 59,724 10,296 49,428
67,792 26,184 41,608 60 32 28 157,779 32,740 125,039
74,232 4,896 69,337 43 19 24 142,389 5,657 136,732
23,878 12,276 11,602 15 8 7 29,721 14,730 14,991
10,824 1,612 9,212 20 6 14 19,011 1,816 17,195
7,137 5,465 1,672 b 4 1 12,5634 6,636 5,898
1,498 399 1,099 2 1 1 1,916 456 1,459
Banks with deposits of— .
$100,000 or less. .... .. 4,956 4,309 647 106 83 23 6,358 4,947 1,411
$100,000 to $250,000. . 12,852 11,542 1,310 108 86 22 17,609 13,918 3,691
$250,000 to $500,000. . . 14,323 10,210 4,113 58 36 22 20,657 12,463 8,194
$500,000 to $1,000,000., 24,011 10,133 49 24 25 36,807 17,691 19,216
$1,000,000 to $2,000,000 26,545 17,684 35 9 26 49,319 11,747 37,672
$2,000,000 to $5,000,000. . 42,317 29,908 26 6 20 77,668 16,279 61,289
$5,000,000 to $10,000,000, 20,185 20,135 8 8 940 B RN 51,791
$10,000,000 to $50,000,000 114,557 88,887 8 6 239,124 32,645 206,479
More than $50,000,000. .. Ceveereseaans e reeeies . N A PP PN .
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State
Alabama............... 2 1 1
Arkansas. . ] L
California . 1. Ceieaees 1
Colorado. . 1 1l........ ves
Connecticu 2 2 IR
Florida......... e eadeair ey 2 1 1
Georgia.....oieeeuen.s et e 8 7 1
Ilinois....ovvveviinninanee. e 3,273 1,220 2,053 14 6 8
Indiana........ooiiiiiiieiniiiannnnnnns 4,334 8,091 1,243 18 15 3
Iowa............ . v ererrreena e 1,462 385 1,077 6 3
Kansas........ Cerenserneennn [P 974 482 492 9 5 4 1,238 539 694
Kentueky ...oovviiveivennerneernnnnannns 4,614 3,329 1,285 22 18 4 7,960 38,953 3,997
Louisiana....c..ovviiiiinnnnnn., - 668 |...c0uiinin. 3 [ 2 1,652 1,662 ..cc0veinnnn,
Maryland.......... cenrenans [N 8,109 735 2,874 5 2 3 4,569 828 3,741
Massachusetts........ N L5710 . eiiniin. 1,571 20, PN 2 8,019 ......cvui 3,019
Michigan.........coiiiiiiiiiiiiininnnn, 5,340 139 5,201 7 3 4 12,404 160 12,244
Minnesota. .. 640 640 1., ... 5 Sloveeiiiians, 818 818 1. vieiiiunn,
Mississippi 2567 P2 (O O 3 L 2 P, 334 834 ). ...l
Missouri. ..ovvii it ir et e i 4,920 4,335 585 45 34 11 7,001 5,116 1,885
Montana.....oooveiveeeenrieinnenenenna, 213 186 27 4 3 1 298
Nebraska......ooooeiiveeeninnininnnnn. 469 469 ..., 4 4 538 6538 ceesee s
New Hampshire..... e, 1188, ..ovenn. o 118 18 ..o ... 1 296 [l vennniian.n 296
New Jersey...oovveveneeeennnnennn . 79,240 25,097 54,143 87 11 26 184,511 30,916 158,695
New York........ . 67,432 10,834 56,598 25 3 22 138,826 13,286 125,540
North Carolina. .. 1,448 1,156 2 6 2 4 2,29 1,420
North Dakota 2,649 1,387 1,262 29 18 11 3,830 1,562 2,278

hio..... 1,610 1610 . ...0..0.... 2 b2 P 2,345 2,845 . .0
Oklahom: 1,218 1,183 86 7 5 2 2,226 1,659 567
Oregon.... 962 (.. ivvninnns 962 b O 1 1,114 6. cavennn.... 1,114
Pennsylvan 47,386 10,121 87,265 25 8 17 67,430 14,340 53,080
South Carolina.............. e 135 135 ). .. vevvnn. 1 1[...... e 136 136 | ovevnnnn. ..
South Dakota...oovvinninieeninnenennnnn, 2,411 2,388 23 23 22 1 2,988 2,862 126
Tennessee. ...... Cerareiaetaar e 1,278 1,164 114 12 8 4 1,943 1,621 322
B T 2,512 2,468 44 17 16 1 3,318 8,241 kit
Vermont......convieneennnnn. PN 3,444 8,258 186 3 2 1 8,725 3,375 350
Virginia.............. Senererer e, 2,887 511 2,376 6 3 3 4,735 629 4,106
Washington........ e e, .. 935 [l ovveieinn.n 935 ) O P 1 1,688 [ .veununn. .. 1,538
West Virginia...... [ 1,458 1,468 (Lovveinnn .. 3 2 PPN 2,008 2,006 |..oieunnnn..
‘Wisconsin...... et iiser e Cereenan 6,384 5,096 1,288 30 20 10 8,698 5,964 2,734

1 Data from books of FDIC, December 31, 1944.
2 Data from books of bank at date of closing.
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Table 115. ASSETS AND LIABILITIES OF INSURED BANKS PLACED IN RECEIVERSHIP AND OF INSURED BANKS MERGED WITH
THE FINANCIAL AID OF THE FEDERAL DEPOSIT INSURANCE CORPORATION, 1934-1944

AS SHOWN BY BOOKS OF BANK AT DATE OF CLOSING
Assets Liabilities and capital accounts
h . s. - Loans, Banking Total i
Cash and | U 8. Gov Other | discounts, | ~house, . Other Other JTotal | Other | R.F.C. P e Other
igati securities an urniture assets eposits iabilities capital
banks obligations overdrafts fixtaros estate P! stock accountst
Total [$105,577,803 [$74,923,118 ($73,477,580 [$229,247,826 |$22,225,616 {$59,539,990 |$13,360,756 |$578,352,689 1$497,017,139 |$11,468,774 |$25,130,464 $37,145,961 |$7,590,351
RECEIVERSHIPS
Total | $22,620,382 |$10,154,078 [$15,946,562 | $65,569,217 | $5,375,616 |$12,293,686 | $8,330,507 |$140,290,048 [$107,374,564 |$10,122,023 | $5,896,246 |$12,254,299 1$4,642,916
1934 185,066 603,519 273,638 1,329,865 79,365 120,319 69,565 2,661,327 1,951,992 104,963 90,000 432,100 82,272
1935 1,974,181 698,440 510,479 6,842,116 459,055 242,274 | 1,597,403 ) 12,323,948 8,700,485 | 2,111,886 223,000 $50,000 338,577
1936 2,194,712 902,215y 1,955,104 6,454,624 459,700 734,874 73,659 1 12,974,788 [ 11,039,098 93,695 788,000 1,069,350 ~15,355
1937 2,238,648 | 1,293,683 | 2,307,696 11,107,699 486,995 837,966 | 1,010,689 | 19,283,376 | 14,715,286 1,132,758 755,250 | 2,498,815 181,267
1938 1,610,297 451,570 | 2,215,638 6,574,061 412,911 | 2,125,022 530,408 | 13,919,907 | 10,124,256 | 1,213,354 | 1,052,900 1,059,200 470,198
1939 3,329,557 | 1,052,424 | 4,855,519 | 21,839,422 1,845,901 | 7,221,558 | 3,781,385 | 43,925,766 | 82,557,805 | 4,695,820 | 2,249,996 | 2,775,001 | 1,647,144
1940 1,018,215 452,574 1,519,677 3,314,762 94,900 435,526 23,899 7,959,553 5,599,438 455,788 422,750 1,045,533 436,044
1941 6,462,157} 3,493,431 1,810,346 5,398,218 91,311 106,615 449,458 | 17,811,536 | 14,627,158 298,526 195,500 1,582,000 | 1,108,352
1942 500,513 119,650 52,364 177,953 70,685 55,222 25,030 1,601,417 1,379,526 1,520 81,750 140,000 -1,379
1943 2,910,826 968,872 405,011 1,846,467 772,493 414,310 63,677 7,381,656 6,274,311 13,582 32,500 675,000 386,263
1944 196,220 117,700 41,090 84,030 2,300 |......couls 5,434 446,774 405,210 131 4,600 27,300 9,633
MERGERS
Total | $82,957,421 [$64,769,040 ($57,531,018 ($163,678,609 ($16,850,000 |$47,246,304 | $5,030,249 ($438,062,641 $389,642,575 | $1,346,751 |$19,234,218 |$24,891,662 ($2,947,435
1934 J...oeial.. TN IR TS F Y I S RIT F D R [T | P P P L R R R D Rl (R R
1935 404,834 233,395 1,403,807 2,256,417 608,467 {........... 10,808 4,917,728 4,228,816 140 f. ..ol 315,000 373,772
1936 3,109,830 | 2,071,296 | 2,080,059 8,917,554 | 1,277,605 | 1,184,658 325,362 18,966,364 | 16,287,262 19,769 310,000 1,664,000 685,333
1937 4,717,074 | 2,495,254 | 3,520,186 8,678,629 62,181 26,359 186,497 | 21,086,180 | 18,384,923 262,651 609,200 | 1,808,400 21,006
1938 8,133,887 | 7,018,796 | 10,377,037 | 20,896,286 | 2,873,257 | 3,913,009 | 2,380,489 | 55,592,711 | 49,428,383 168,674 | 3,726,463 | 2,697,650 | —428,459
1939 | 27,451,442 | 27,929,162 | 16,266,036 | 44,289,765 | 5,142,882 15,459,743 | 1,049,600 { 137,588,630 | 125,038,946 679,659 | 6,103,500 | 6,381,000 | —614,475
1940 | 30,227,874 17,183,076 | 17,987,527 | 60,687,428 | 4,553,388 | 22,840,095 458,831 || 153,938,219 { 136,731,549 157,766 | 17,186,655 | 8,666,162 | 1,196,087
1941 3,167,243 801,273 | 2,835,309 8,178,623 798,028 | 1,014,582 197,669 | 16,992,727 | 14,990,768 57,508 289,000 1,111,250 544,201
1942 4,159,617 | 3,547,766 | 2,275,392 7,731,137 759,861 | 1,824,586 854,362 | 20,652,721 17,195,146 584 913,400 | 1,748,200 795,391
1943 1,216,987 | 2,903,771 555,383 1,675,734 274,331 ,844 34,5623 6,676,573 5,897,691 1........... 96,000 300,000 382,882
1944 368,633 585,251 230,282 367,086 |........... 67,428 32,108 1,650,788 1,459,091 | .. ..., 200,000 -8,308

1 Includes surplus, undivided profits, and reserve funds minus operating deficit, if any, as shown by books. Minus (-) indicates net operating deficit.
Note: One insured bank was placed in receivership and one was merged with the financial aid of FDIC during 1944. The Brownsville State Bank, Brownsville, Indiana, (Case 245)
suspended operations on May 12, 1944, and was placed in receivership. The Indiana State banking authority was named receiver for this State bank which was not a member of the
Federal Reserve System. The First National Bank of Susquehanna, Susquehanna, Pennsylvania, (Case 152) with 4,589 accounts, was merged with The First and Farmers National
Bank and Trust Company, Montrose, Pennsylvania, on May 27, 1944. A disbursement of $1,098,842 was made by the Corporation in connection with this merger. Data for individual
insured banks placed in receivership and for those merged with the financial aid of FDIC before 1944 are given in earlier annual reports.
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Table 116. DEPOSITORS AND DEPOSITS OF INSURED BANKS PLACED IN RECEIVERSHIP, 1934-1944

AS SHOWN BY BOOKS OF FDIC, DECEMBER 31, 1944

Number of depositors Amount of deposits
Eligible for insurance protection Insured H;‘t“;j‘,‘;’fif,’e‘é‘,‘?,fg’:gg
subject to offset
Not ?‘l,l,mble Secured Subject
Total idb Fully paid insurance Total and to In excess
Paidby | by other | Unpaid | protection Total Paid Unpaid preferred offset of
FDIC methods insurance Other
maximum
Total 380,510 289,106 36,233 12,810 42,361 1$109,590,072 1$87,137,904 |$86,979,228 $158,676 | $4,983,028 | $6,320,584 | $9,784,177 | $1,364,379
1934 15,545 11,262 937 2,761 585 1,966,373 944,764 941,008 3,756 831,832 91,005 30,607 68,165
1935 32,275 23,422 2,986 1,509 4,358 9,090,632 6,028,994 6,024,650 4,344 538,951 561,288 | 1,935,853 25,546
1936 41,831 30,924 4,677 22 6,208 11,240,970 8,055,590 8,055,563 27 659,381 660,363 | 1,048,034 817,602
1937 74,151 56,813 7,761 8 9,499 14,961,275 || 12,047,836 | 12,044,562 8,274 1,140,812 1,084,311 642,707 45,609
1938 43,700 31,765 7,390 20 4,625 10,296,261 9,087,499 9,082,444 5,056 340,557 526,183 252,043 89,979
1939 90,212 72,212 6,245 3,917 7,838 | 82,739,801 | 26,259,973 || 26,184,011 75,962 576,440 1,921,758 | 3,949,352 32,278
1940 20,671 15,681 2,987 8 2,045 5,656,748 4,895,745 4,894,723 1,022 182,441 341,818 221,323 15,421
1941 38,594 29,885 1,709 11 6,989 14,730,243 || 12,278,587 | 12,276,408 2,179 391,711 793,302 997,814 268,829
1942 5,717 4,210 562 631 314 1,816,180 1,613,939 1,612,049 1,890 59,824 80,906 60,561 950
1943 16,914 12,178 933 3,808 .......... 6,635,864 5,519,353 5,464,979 54,374 261,079 244,334 611,098 |...........
1944 900 759 96 45 1......0n. 455,725 405,624 398,831 T 2 PR 15,316 34,785 |......... ..

Note: Only one insured bank was placed in receivership in 1944. For name of bank and other information see Note to Table 115.
Back figures—See the Annual Report for 1943, p. 105, and earlier reports.
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Table 117. DISBURSEMENTS TO PROTECT DEPOSITORS, RECOVERIES, AND LOSSES BY THE FEDERAL DEPOSIT INSURANCE CORPORATION FROM
INSURED BANKS PLACED IN RECEIVERSHIP OR MERGED WITH THE FINANCIAL AID OF THE CORPORATION, 1934-1944

AS SHOWN BY BOOKS OF FDIC, DECEMBER 31, 1944

(Amounts in thousands of dollars)

Banks placed in receivership or merged in—
Total
1934 1935 1936 1937 1938 1939 1940 1941 1942 1943 1944
All banks placed in receivership or merged
Disbursement by FDIC..........covvvvuuuen Ceenean $259,696 $941 | $8,890 | $14,828 | $19,202 | $30,474 | $67,792 | $74,232 | $23,878 | $10,824 | $7,137| $1,498
Receiverships....cocvvieiivinieiiiiiiereeeneans 86,979 941 6,025 8,055 | 12,045 9,082 | 26,184 4,895 | 12,276 1,612 5,465 399
B G 2 172,707 f. .o ett 2,865 6,773 7,157 | 21,392 | 41,608 | 69,337 | 11,602 9,212 1,672 1,099
Recoveries by FDIC.......ciiiiiiiiiirieiennannanns 195,034 693 6,020 | 12,123 | 15,050 | 25,466 | 44,708 | 54,636 | 21,353 9,076 4,779 1,130
Receiverships. .. ..ovie it iiinrnininnnrnaannnes 62,120 693 4,194 6,548 9,225 7,710 | 13,730 3,407 | 11,954 1,248 3,215 201
b 0 =) - P 132,914 §........ 1,826 6,575 6,825 17,756 | 380,978 | 51,229 9,399 7,833 1,564 929
Estimate of losses by FDIC. ........oovviiieennan.. 38,810 208 2,786 2,636 3,770 2,892 | 12,409 | 11,167 1,339 917 616 71
ReceivershiPsl, . . ovvvvnevrieernerronenananenns 18,611 208 1,770 1,471 2,579 1,214 9,568 653 219 292 616 21
Mergers. .ovveersrasnornvesessursnasacesensasans 20,199 f........ 1,016 1,164 1,191 1,678 2,841 | 10,614 1,120 625 |........ 50
Banks placed in receivership or merged—Iliquidation
terminated
Disbursement by FDIC........civivennrnnnineennan. 48,217 621 5,149 7,393 8,085 8,489 | 12,780 2,743 676 2,382 ... ..ol
Receiverships. ... vveeiuraneriorsennonronnnnenns 35,815 521 5,149 6,921 7,694 5,977 7,195 1,264 675 419 [ ... e,
D1 3 - TR 12,402 ..o s i e 472 391 2,612 5,685 1,479 ... ... 1,963 [..ooiifeenians
Recoveries by FDIC. .. cccvviiiiiininninianannnann, 40,446 429 8,641 5,881 6,052 7,650 | 11,366 2,621 488 2,318 1. .o e ..
Receiverships. .. ocvrernuiuiesieronssreinocsisans 28,404 429 3,641 5,475 5,704 5,324 5,846 1,142 488 855 [ . uuiifeeninn ..
MeErgeTS. .o vt veereanrsonnunnnnsseeecosnasnnns 12,042 . ...viu i leennenn 406 348 2,326 5,520 1,479 ...... . 1,963 |........|...00 ..
Losses by FDIC. . ..iiiiiiiviiiiiiineersnencnannes 7,771 92 1,508 1,612 2,033 839 1,414 122 187 (-2 % PR el
Receiverships.....cooiiiiiinnneiieneinnnoenne, 7,411 92 1,608 1,446 1,990 653 1,349 122 187 64 ..., R
METgOrB. v ien s resconnssoasasanossosnnnsenns 860 [ ..oonei]onnenn .. 66 43 186 -1 A R S AP P
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Banks placed in receivership or merged—Iliquidation
active

Disbursement by FDIC. . . 211,479 420 3,741 7,485 11,117} 21,9851 55,012 | 71,489 | 28,203 8,442 7,187 1,498
Receiverships....... 51,164 420 876 1,134 4,351 3,105 18,989 3,631 { 11,601 1,193 5,465 399
Mergers...... . 160,316 f........ 2,866 6,301 6,766 | 18,880 | 36,023 | 67,8568 | 11,602 7,249 1,672 1,099
Recoveries by FDIC 154,588 264 2,379 6,242 8,998 | 17,816 | 33,342 | 52,015 | 20,865 6,758 4,779 1,130
Receiverships. . . 33,716 264 553 1,073 3,521 2,386 7,884 2,265 | 11,466 888 3,215 201
Mergers.......cocouun.s .. 120,872 ........ 1,826 5,169 5,477 | 15,430 | 25,458 | 49,750 9,399 5,870 1,564 929
Estimate of losses by FDIC. .......c0cevnnunennenn. 31,039 116 1,278 1,123 1,737 2,063 1 10,995} 11,045 1,152 853 616 71
Receiverships!............ P Ceerresieneaenas 11,200 116 262 589 561 8,219 531 32 228 616 21
Mergers........... veereerees Ceserrerresrennans 19,839 j........ 1,016 1,098 1,148 1,492 2,776 | 10,514 1,120 625 1........ 50
Number of banks................. ceeaes [P 397 9 25 69 75 74 60 43 15 20 5 2
Receiverships.............. e rareranr e becaaan 245 9 24 42 50 50 82 19 8 6 4 1
Mergers.......... teeseaneene e reraeaa rerees 162 f........ 1 27 25 24 28 24 7 14 1 1
Liquidation terminated........... Ceeereaaraareraas 230 7 18 52 47 54 32 13 2 - T
Receiverships.......coooveven.. Cetraesarereaaa. 176 7 18 39 38 42 20 8 2 b2 P I
Mergers...oovvernerenneennnnenns teeereerecaeaen 2% R 13 9 12 12 Bloeeeen. 1 21 DAV PN
Liquidation aetive............ccooiviiiia.. e 167 2 7 17 28 20 28 30 13 15 5 2
Receiverships. .. .ooviveiveriinienenenennninnnns 69 2 6 3 12 8 12 11 6 4 4 1
Mergers. . ..ovuuiiiiensanenennsensoanaronnananns 98 1........ 1 14 16 12 16 19 7 11 1 1

1 Estimates of losses for banks placed in receivership are based on total insured deposits, unpaid as well as paid. The disbursements in the receiverships as given in the table
are the amounts paid on insured deposits by December 31, 1944. For amounts unpaid on insured deposits see Table 116, page 151,
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Review of examinations made by Comptroller of Currency and Federal
Reserve banks. .. ...ttt i e e e 22
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Expenses of banks. See Earnings, expenses, and dividends of insured banks.

Expenses of the Federal Deposit Insurance Corporation. See Federal Deposit

Insurance Corporation.

Failures of banks. See Banks closed because of financial difficulties.

Federal bank supervisory authorities. See Bank supervision; Board of

Governors of the Federal Reserve System; Comptroller of the
Currency; Federal Deposit Insurance Corporation.

Federal credit unions. .. ... .. . oo i i e e 25

Federal Deposit Insurance Corporation:
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Actions by:
On absorption of exchange charges. See Exchange charges,
absorption of.
On applications from banks. See Applications from banks.

To terminate insured status of banks. . . ......................... 23
Assessmentson insured banks. . ............ ... .. o i, 7, 23, 25, 27, 28
Assets and liabilities......... ... ... ... 26-29, 30-31
AUdit. . e e 29-32
Banks examined by, and submitting reportsto....................... 22
Bank supervision by. See Bank supervision.

Board of DIrectors. .......covivnii it it e e e iv, v, 25
BoOrTOWIng POWET . . vttt it ittt it i it e e e e 30-31
1071 031,71 27, 381
Claims held against suspended and merged banks..................... 29, 30
Depositors protected by. See Banks closed because of financial difficulties.
Disbursements for protection of depositors. ................... 7, 19, 152-153
DistrietS. . ..o e e i vi, vii
DIVISIONS. .ttt i e e e iv, 26
Employees. . ... i e e e
Examination of banks. See Examinations of banks.

05 o 1C) oY= N 26-28
B80T ¢ o L= P 25-28

Insured banks receiving financial aid from. See Banks closed because of
financial difficulties.

Insured deposits. See Deposits, insured and otherwise protected.

Investments. . ... .. . i 30

Liquidation of assets of insured banks in financial difficulties. .15, 17-18, 19-20

Loans to and purchase of assets from insured banks. See Mergers of
insured banks with financial aid of the Corporation.

Losses incurred:

During 1944 . ... ... et caeas 27
During 1984-1944. . .......... ... . it 15, 19, 28, 152-153
Reserve for. ...t e e 20, 29, 30
(07 55005 ¢ P v, vi, 26
Organization and staff. . ........ ... .. ... . .. . i, iv, 25, 26
Payments to insured depositors. ......... ... ... i it 15-17, 151
Policies. . ..o e e e 8-20
POWETS. . i e e 8-10, 17

Protection of depositors. See Banks closed because of financial difficulties.
Purchase of assets to facilitate completion of liquidation of banks in

receivership. ... ... e i 17-18
Receiver forinsured banks. . ........... ... i e 20, 150
Recoveries from banks in financial difficulties................. 19-20, 152-153
Regulations:

Amended oradopted in 1944. ... ... ... .. ittt 21
Advertisement of FDIC membership.............c.cciiiiiannn. 96-97
Agents for service of Process. ........ier ittt 98
A S SIMENIES . . .ottt e e e 96
Voluntary termination of insured status. ...............cc..oven. 98-102
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Federal Deposit Insurance Corporation:—Continued
Reports from banks.......... o i e 24-25
Reserves for 108888 . . ..ot e e 12, 20, 29, 30
Supervisory activities. See Bank supervision.
SUIDIUS. . ottt e e e i 27, 31

Federal Deposit Insurance Corporation Districts:
Banks classified by . ... .. .. e, 120
States and possessions served. .. ... ... ittt i i vi, vii

Federal Reserve Act. See Exchange charges, absorption of.
Federal Reserve Bulletin. See Exchange charges, absorption of.

Federal R§serve System. See Board of Governors of the Federal Reserve
ystem.

Fixed and miscellaneous assets. See Assets and liabilities of insured com-
mercial banks, examingrs’ appraisal; Assets and liabilities of
operating banks; Receivership, insured banks placed in.

Holding companies. . .. .vvure it i ittt ettt it 10-11

Insolvent or hazardous banks. See Bank supervision; Banks closed because of
financial difficulties; Banks in financial difficulties.

Instalment loans, howreported............ ... ... ... iiiiiiiininnnn. 123

Insurance coverage:
In closed banks. See Deposits, insured and otherwise protected.
Recommendation of the Corporation.................cc0vininvnna... 8

Insurance of bank assets. . ... ... ... .. .. . . i e 12-13

Insurance status, banks classified by:
Assets and liabilities of .. ... .. ... . . e 124, 1256
Deposits Of . ... . e 120-121
Number of . . . ... 110-121
Suspensions of . . ... ... . 148-149

Insured banks. See:
Absorptions, consolidations, and mergers;
Admissions to insurance;
Assets and liabilities of operating banks;
Assets and liabilities of insured commercial banks, examiners’ appraisal;
Banking offices, establishment of;
Banks ceasing operations;
Banks closed because of financial difficulties;
Capital of banks;
Class of bank, banking data presented by;
Deposits;
Deposits in;
Earnings, expenses and dividends of insured banks;
Employees;
Examinations of banks;
Mergers of insured banks with financial aid of the Corporation;
Mutual savings banks;
Number of operating banks and branches;
Receivership, insured banks placed in;
Securities;
States, banking data classified by;
Terminations of insurance;
Unsafe and unsound banking practices.

Insured commercial banks not members of the Federal Reserve System.
See Class of bank, banking data presented by.

Insured commercial banks submitting reports to the Federal Deposit In-
surance Corporation. ............ ... i, 24-25

Insured deposits. See Deposits, insured and otherwise protected.
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Insured mutual savings banks. See Mutual savings banks.

Insured State banks members of the Federal Reserve System. See Class of
bank, banking data presented by.

Interbank deposits. See Deposits, interbank.
Interest: See Earnings, expenses, and dividends of insured banks.

Investments of banks. See Assets and liabilities of insured commercial banks,
examiners’ analysis; Assets and liabilities of operating banks;
United States Government obligations; Unsafe and unsound
banking practices.

Investments of the Federal Deposit Insurance Corporation............... 29-30
Law, violations of by insured banks.............coviiiiiiiin i, 22, 23

Legislation related to deposit insurance and banking (see also Exchange
charges, absorption of):
Federal,enacted in 1944 . ... . ... ... ittt 21, 71
Recommended by the Corporation.............. ... .0 iivan.. 8-11
State, enacted in 1944......... .. i e 102-106

Liquidation, banks placedin....................... 14-15, 19, 110, 148-149, 150

Loans by banks:
Amounts and types. See Assets and liabilities of operating banks.
Examiners’ evaluation. See Assets and liabilities of insured commercial
banks, examiners’ appraisal.
Interest on. See Earnings, expenses, and dividends of insured banks.

Loans to insolvent or hazardous insured banks by Federal Deposit Insurance
Corporation. See Mergers of insured banks with financial aid of
the Corporation.

Losses:
Of banks:
Charged off. See Earnings, expenses, and dividends of insured banks.
Reserves for. .. ... i e 12
Of depositors. See Banks closed because of financial difficulties; Receiver-
ship, insured banks placed in.
Of the Federal Deposit Insurance Corporation. See Federal Deposit
Insurance Corporation.

Mergers. See Absorptions, consolidations, and mergers; Mergers of insured
banks with financial aid of the Corporation.

Mergers of insured banks with financial aid of the Corporation (see also
Banks closed because of financial difficulties; Banks in financial
difficulties):

Banks cited for unsafe and unsound practices.................i....n 23
Classification of banksmerged. ... .........iiiiiiiiiiiiieneninnn. s 148
Collections by Corporation on assets purchased or held as col-
lateral. .. ... e e e 17-20, 152-153
Deposits protected. ......ooii it i e e 15
Disbursements by Corporation......................... 19, 148-149, 152-153
Loans and assets purchased by the Corporation. ..................... 19
Losses incurred by Corporation..................ccoivivnn. 19, 28, 152-153
Name and location of bank merged, 1944. .. .............. ... ........ 150
Number of banksmerged................cciiiivininnn.. 15, 19, 148, 149, 153
Procedure. .. ... e e 9-10, 17-18
Repayments to Corporation. ...............iveviiiiiinn, 19-20, 152-153

Money supply, 1939-1944:
Amount, June 30 and December 31, by type..............ccooia. .. 65
Increase by 6-month periods. .. ......... i it 66
Owned by government and by individuals and business............... 66
Owned by individuals and business, by type. .............coio .. 66-68
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Monopoly in banking. ......... . . i e i e 9, 10, 11
Mutual savings banks:
Insured:
Assets and liabilities, June 80 and December 30, 1944............. 124, 125
DePosits. . . vt e 120-121, 124 125
Earnings, expenses, and dividends 140-141 142-143
NUumber. .. oo e i et 110-121
Insured and noninsured:
Asgets and liabilities, June 380 and December 30, 1944............. 124, 125
Classification. . ... ..o ittt i ittt e e 109
Deposits, by State, December 30, 1944.......................... 120-121
B 3 01 T PN 110-121

National banks. See Class of bank, banking data presented by; Comptroller
of the Currency.

Net earnings of insured commercial banks. See Earnings, expenses, and
dividends of insured banks,

Net profits of insured commercial banks. See Earnings, expenses, and divi-
dends of insured banks.

Net sound capital of insured eommercial banks. See Capital of banks.
New banks. See Banking offices, establishment of.

Noninsured banks. See:
Absorptions, consolidations, and mergers;
Admissions to insurance;
Assets and liabilities of operating banks;
Banks closed because of financial difficulties;
Capital of banks;
Class of bank, banking data presented by;
Deposits;
Number of operating banks and branches.

Number of operating banks and branches:

All banks:
Admissions to insurance............... .. it 23-24, 110
Approved for admission toinsurance...................0iiiun... 23-24
Changesduring 1944, ... . ... ... ... . . i 110-111
December 30, 1944, by class of bank, FDIC district, and States and
POSSESSIOMIS . & o vttt ittt i et 120-121
June 30 and December 80, 1944. .......... .. ... .. ... 124-125
Terminations of insurance. ... .........ccoviuniiniinenannns 110-111
All banks and branches:
Changes during 1944. .. ... ... it 110-111
December 31, 1944, by class of bank and States and possessions....112-119
Banks operating branches. . ..........c it e 112-119
Branches:
Changesduring 1944, ... ... ... .. ... .. . i e, 111

December 31, 1944, by class of bank and States and possessions. ...112-119
Commercial banks:

Admissions to inSurance. ............c. it e 110-111
Changes during 1944, ... ... ... ... . i i 110-111
December 30, 1944, by class of bank, FDIC district, and States and
POSSESSIONS . . . ottt it e et 120-121
June 80 and December 30, 1944............. ... .c.cooiiiiin... 124-125
Insured commercial banks:
Applications approved and disapproved. ......................... 23-24
Call dates, December 30, 1944, to December 31, 1943.............. 126
Changesduring 1944. ... ... ... ... ... .. i, 110-111
December 30, 1944, by FDIC district, and States and possessions. .120-121
Examined in 1944, by amount of deposits. .. ..................... 137
Operating throughout 1944, by amount of deposits. ............... 145

Mutual savings banks. See Mutual savings banks.
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Number of operating banks and branches (continued):
Noninsured banks:
Changes during 1944. ... . ... ... ... ... . . . . 110-111
December 30, 1944, by class of bank, FDIC district, and States and
POSSESSIONS . . . .t 120-121
June 30 and December 30, 1944 . ... . ... .. ... .. ... .. .. ... ... 124-125
Unit banks, December 30, 1944, by class of bank and States and pos-
SBSSIOMS . L ..t e e 112-119
Officers, active, of insured banks. See Employees.
Officers and employees of the Federal Deposit Insurance Corporation...... v, 26
Operating banks. See Number of operating banks and branches.
Par clearance of checks. See Exchange charges, absorption of.
Payments to depositors in closed insured banks. See Receivership, insured
banks placed in.
Polk’s Bankers Encyclopedia, data obtained from...................... 109, 123
Possessions, banks and branches located in:
Deposits of . . ..o e e 120-121
Number of . . ... . i e 112, 119, 120, 121

Postal savings deposits. See Deposits, classified by type of deposit.
Preferred deposits. See Deposits, secured and preferred.
Profits. See Earnings, expenses, and dividends of insured banks.

Protection of depositors. See Banks closed because of financial difficulties;
Deposits, insured and otherwise protected.

Public funds. See Deposits, classified by type of deposit.

Purchase of bank assets by Corporation. See Assets of banks purchased by
the Federal Deposit Insurance Corporation.

Rand McNally Bankers Directory, data obtained from.................. 109,123
Real estate, loans on. See Assets and liabilities of operating banks.

Receivership, insured banks placed in (see also Banks closed because of
financial difficulties):

Activities of Corporation asreceiverof......... ... ... ... ... ...... 20, 150
Assets and liabilities of, at dates of suspension, 1934-1944............. 150
Depositors:
Extent of protection by insurance............... ... i, 14-16, 151
Methods of protection. . ........ ... ... ... . . i 15-19
Number eligible for protection, paid and unpaid................... 151
Payments to.......... . i 15-16, 151
Deposits:
Insured, paid and unpaid by December 31,1944 .. ... ............. 16, 151
Not eligible for insurance protection............................. 16, 151
Paid and unpaid, December 81, 1944 . . . .......... ... ... ... ..... 16, 151
Secured, preferred, and subject tooffset.............. .. ... ... .. 16, 151
Uneclaimed aceounts. . ... ... e 16, 151
Uninsured. .. ...ttt e e 16, 151
Liquidationof ............ .. .. .. .. . . ... 15, 19, 110, 148149, 150
Losses by Corporation on depositors’ claims paid..................... 19
Name and location of, during 1944. . . ...... ... ... .. .. .. oo 150
Numberof banks. . . ... .. .. . . e 18, 148
Payments to depositors. . ... 15-16, 151
Purchase of assets from. ........ ... .. .. i i i 17-18
ReCeIVEIS. . . .. i e 146-147, 150
Sourcesof data. ...t e, 146-147

Reconstruction Finance Corporation, capital of insured banks held by:
Amount. See Capital of banks.
Retirements approved by Federal Deposit Insurance Corporation....... 24
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Recoveries:

By banks on assets charged off. See Earnings, expenses, and dividends of

insured banks.

By Federal Deposit Insurance Corporation on disbursements in closed

o33 01 A 19-20, 152-153
Regulations. See Federal Deposit Insurance Corporation.
Reportsfrombanks............ ..o 24-25
Reserves: .

In bank assets and liabilities. See Assets and liabilities of operating banks,

Of Federal Deposit Insurance Corporation..................... 12, 20, 29, 30
Risk bearing and the operationsof banks................. ... ... ... ... 11-14
Savings and time deposits. See Deposits, classified by type of deposit.

Secured and preferred deposits. See Deposits, secured and preferred; Re-
ceivership, insured banks placed in.
Securities (see also United States Government obligations):

Examiners’ appraisal of, methodused............................... 132

Held by Federal Deposit Insurance Corporation................... 28, 29, 30

Held by insured banks placed in receivership, 1934-1944............... 150

Held by insured commercial banks: See Assets and liabilities of insured

commercial banks, examiners’ analysis.

Feld by operating banks, See Assets and liabilities of operating banks.

nterest on securities held by banks. See Earnings, expenses, and divi-
dends of insured banks.

Rateof income on.... ... ..o it i it it iie e 48
Size of banks, banks classified by. See Deposits, amount of, banks grouped by.

State banks members of the Federal Reserve System. See Class of bank,
banking data presented by.

State banks not members of the Federal Reserve System. See Class of bank,
banking data presented by.

State bank supervisory authorities:

Dataobtained from. . ....... ... . i e e 109, 123

State legislation regarding. .. ....... ... ..o i e 102-103
State legislation regarding bank supervision and bank operations........ 102-106
States, banking data classified by:

Deposits, December 30, 1944:

Commercial banks, insured and noninsured...................... 120-121
Mutual savings banks, insured and noninsured................... 120, 121
Number of operating banks or offices, December 31, 1944:
All banking offices, by class of bank and type of office............. 112-119
Allbanks...................c...... e e 120-121
Commercial banks, insured and noninsured...................... 120-121
Mutual savings banks, insured and noninsured................... 120-121
Suspensions, receiverships, and mergers. . ..............cciiinn... 149

Stockholders of banks:
Losses of. See Banks closed because of financial difficulties.
Net profits of insured commercial banks, available for. See Earnings,
expenses, and dividends of insured banks.

Substandard assets. See Assets and liabilities of insured commercial banks,
examiners’ analysis.

Supervision. See Bank supervision.

Suspensions. See Banks closed because of financial difficulties; Receivership,
insured banks placed in.

Taxes paid by insured banks. See Earnings, expenses, and dividends of in-
sured banks,
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Terminations of insurance:
For unsafe and unsound banking practices and violations of law or
regulations. .. ... . ... e 3
Number, 1944 . . . ... . . e 23, 110-111

Voluntary termination of insured status, regulation of the Corporation. .98-102
Time and savings deposits. See Deposits, classified by type of deposit.
Total money supply. See Money supply, 1939-1944.

Trust companies:
Classification of . . .. ... .. i i e e 108-109
Number not engaged in deposit banking. .................. 120-121, 124, 125

Unit banks. See Number of operating banks and branches.

United States Government obligations (see also Assets and liabilities of
insured commercial banks, examiners’ analysis; Assets and lia-
bilities of operating banks):

Acquired by commercial and mutual savings banks, 1939-1944......... 54-56
Held by Federal Deposit Insurance Corporation................... 28, 29, 30
Held by the banking system, 1941 and 1944. . ... .. ................. 38-39
Types held by insured commercial banks, 1939-1944.................. 3941
Unsafe and unsound banking practices:
Actions of the Corporation. .. ..... ... .. ... .. i, 23
Number of banks cited............ ... i .23
Types of, for which banks werecited........................ .. ..., 22-23
Unsecured deposits. See Receivership, insured banks placed in.
Violations of law orregulations............cciiiti i 22-23
War:
Bank supervisionand thewar. ......... ... ... ... .. ... . i, 22
Effects of wartime changesonthebanks............................ 53-68
Growth in bank assets and deposits, 1940-1944....................... 55
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