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PREFACE

In Bulletin No. 21, which is one of a series of studies of the money
market, an analysis was made of deposits, and particularly of bankers’
deposits, in Chicago banks over a period of twenty-six years; in Bul-
letins Nos. 23 and 24 a study was made of capital stock, surplus, and
undivided profits for a like period to ascertain what the owners of
the banks themselves had contributed to the funds of the banks.

The present analysis turns from a study of the sources of bank-
ing funds to a study of the way the funds of Chicago banks have
been employed. To that end the earning assets as reported by the
banks have been divided into two groups, loans and investments. The
first class includes the typical loans and discounts which, in the case
of commercial banking, have been traditionally made up of short
time loans. The theory has long obtained that the commercial banker
whose deposit liability is demand rather than time must employ his
credit in the form of loans of short duration ; they must be very liquid.
On the other hand, the banker receiving savings deposits has been ex-
pected to direct a considerable portion of these funds into long time
obligations which are classed under the category of investments. “In-
vestments,” being used here to cover the earning assets of the strictly
savings bank, obviously includes real estate mortgages. However,
throughout the present treatment of earning assets, real estate
mortgages are classed as loans. -

The present analysis does not permit of isolating commercial bank-
ing from savings banking. One of the most noteworthy features of the
development of modern banking is that of the “department store”
type of institution, To-day practically all banks regardless of name
carry on almost precisely the same functions. For a long time the
national banks have been considered as typically commercial banks;
but with the passage of the Federal Reserve Act in 1913, and subse-
quent legislation, particularly the McFadden Banking Act, provision
has been made for the introduction or expansion of real estate loans
and of savings departments by national banks. In Illinois the state
banks have had these privileges for some time. Strictly speaking,
there are relatively few banks to-day which may be specifically desig-
nated either commercial or savings.

This is less true in the East than in the Middle West, however.
In New York, for example, trust companies, state banks, and savings
banks, all coming under the supervision of the state superintendent
of banks, have more or less specialized functions. But there are no



strictly savings banks in Illinois. Trust companies in Illinois are briefly
treated in Bulletin No. 24 on page 13. It is to be noted, however, that
national banks in a number of instances carry on exclusively com-
mercial operations, the savings and trust functions being handled by
affiliated state institutions. At the close of 1928 it was found that
this was the situation in the case of five national banks in Chicago.
Nevertheless, even here the directorates and management of the affili-
ated banks are so nearly identical that they may be considered as a
single institution.

In the present study the movement of the earning assets of Chicago
banks has been traced through the sixteen-year period, from 1913
to 1928, inclusive. Comparison has been made with New York bank
figures and also with those of all the banks in the United States. The
same plan is followed as in the previous analyses, that of first group-
ing the banks of Chicago as national and state banks, and then con-
sidering them as a whole.

As in former cases, the Bureau takes this opportunity to acknowl-
edge the generous cooperation given by bankers and business men
in supplying such information as was desired as well as most helpful
criticism, and the assistance of D, M. Dailey of the Bureau staff in
preparing the manuscript,
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1. THE MOVEMENT OF THE EARNING ASSETS
OF CHICAGO BANKS

In the first group of earning assets, that is, what has been here
termed loans, are comprised loans and discounts, overdrafts, and
customers’ liability under letters of credit and on account of accept-
ances. Overdrafts have been included in this analysis because in effect
they are simply forced loans from the bank. Though national banks
are prohibited from voluntarily permitting them, and their use is
frowned upon by most state-chartered banks, this item of overdrafts
is sufficiently large to have considerable significance, particularly in
periods of credit stringency. Customers’ liability under letters of credit
and on account of acceptances is not always the result of a loan, but
such a mode of origin of these liabilities undoubtedly prevails to such
an extent that only a negligible error is made by treating these items as
loans.

Only one item is subtracted from the loans and discounts. This is
the item covering rediscounts, It is removed because these do not con-
tribute to the volume of credit which banks extend to business in the
form of loans. When a bank rediscounts any paper with a correspond-
ent or with its Federal reserve bank (if it is a member of the Federal
Reserve System), an inter-bank loan arises, not a Joan from a bank
to a customer.! :

The investments of banks, on the other hand, comprise holdings
of bonds and stocks.? In the reports of both the Comptroller of the
" "From 1913—the beginning of the period covered in this study—through to
the fall call date of 1916 the Comptroller of the Currency included among the
liabihties of banks “notes and bills rediscounted”; the same figures were in-
cluded in the assets under “loans and discounts” although they were not so indi-
cated. Beginning with the call date of September 12, 1916, and continuing
through 1921, rediscounts were not shown in the statements proper of the banks
but appended in a footnote under the title, “labilities for rediscounts, including
those with Federal reserve bank.” From 1921 to the present time, rediscounts
have been included with loans and discounts, being so designated in parentheses;
these figures have also been shown among the liabilities. For both this last
period and the first, “rediscounts” were deducted from loans and discounts for
the purposes of thls analysis.

From April 12, 1926, to the present time the Comptroller has shown “notes
and bills rediscounted” and “acceptances of other banks, and foreign bills of ex-
change or drafts sold with indorsement” separately. That the figures may be
comxnrahlc with those preceding, these two items were taken in the aggregate.

The McFadden Banking Act, approved February 25, 1927, provides that
“the business of buying and sellmg investment securities nhall hereaf!er be lim-
ited to buying and selling without recourse marketable obligations evidencing

indchtedness of any person, copartnership, association, or corporation, in the
form of bonds, notes and/or debentures, commonly known as investment securi-
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Currency and the State Auditor of Public Accounts, Government
bonds and other United States obligations are shown separately. In
this analysis the term “investments” is used in the restricted sense of
security ownership only. It does not include the fixed assets of the
banks such as buildings and real estate.

The present study covers the period from 1913 to 1928, inclusive.
As in the preceding bulletins, use is made of indexes, and in this
analysis the average of the 1913 data is employed as the base. The
figures are those as of dates of call for both the national and state
banks,

A. CENTRAL RESERVE CITY BANKS

Following the same plan as that adopted in the previous bulletins of
the money market series, the group of the largest national banks is ana-
lyzed first. At present these banks numbering 10—not quite 4.5 per cent
of all in the city—report close to 40 per cent of the aggregate resources.
These banks, as of the first date of call in 1913, reported approximately
367 millions in earning assets.® By the close of 1920 these assets had
increased by 71 per cent; and by the end of 1928 they amounted to
about one billion—an expansion of not far from 170 per cent over
1913. These interest-bearing assets of the large Chicago banks gained
somewhat less than those of the corresponding group in New York.
December 31, 1920, loans and investments of the New York banks
stood at a figure 173 per cent above the 1913 average; by the close
of 1928 they had increased to almost 2% times what they were in
1913. The country banks of the United States, however, did not show
the expansion of those in Chicago.* At the close of the period under
survey the earning assets of the country banks were 138 per cent above
the average of 1913. When all of the national banks of the United
States are considered, it is found that the expansion of their loans and
investments showed the influence of the larger banks; during the
period studied the earning assets of the national system increased
178 per cent,

As was stated at the outset, interest-bearing resources of banks
censist of loans and investments. The.present purpose is to analyze

ties, under such further definition of the term ‘investment sccurities’ as may by
regulation be prescribed by the Comptroller of the Currency . . ..” Thus na-
tional banks are not permitted to purchase stocks; they are obliged, however,
to subscribe to the capital stock of the Federal reserve banks of their respective
districts; “and they may purchase a certain amount of stock of corporations
engaced in foreign banking.

‘For complete hst of dates of call throughout the period under study see
Appendix A,

‘Country banks of the United States numbered 7,244 December 31, 1928,
See Appendix C.
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TasLE |
AMOUNT OF LoANS AND INVESTMENTS REPORTED BY THE CENTRAL RESERVE Crtvy
Banks of CHICAGO ON DATES OF CALL NEAREST THE MIDDLE AND
THE CLosE OF Each YEAR

Amount of Loans Amount of Investments
in Millions in Millions
Year
Year
June 30 December 31 June 30 December 31

$323 $302 $45 $48
336 321 38 50
348 391 43 43
430 474 35 31
472 504 53 65
538 531 96 9%
548 607 137 100
604 577 73 58
568 543 50 55
543 552 83 130
55§ 590 115 127
603 589 128 125
609 656 109 105
645 669 115 98
676 745 136 184
803 824 185 167

these component parts. Loans reported by the central reserve city
barks of Chicago mounted steadily from 302 millions December 31,
1913, to 824 millions at the close of 1928 (Table I). Investments
fluctuated in a marked fashion from 48 millions to 167 millions, Chart
1 shows graphically the movement of both loans and investments. By
the end of 1920 loans had expanded by 76 per cent over the average
of 1913; at the close of 1928 they were 152 per cent above the 1913
figure; this growth was very uniform. It is to be observed, however,
that the gain made in loans during the last three years of the period
studied was especially notable. A rather pronounced gain was also
made from 1915 through 1917,

Investments, on the other hand, showed decided deviations, With
the exception of the abrupt increase in the latter half of 1914, they
tended slightly downward until 1917. From the beginning of 1917
through to the autumn of 1919 they increased from 35 millions to
136 millions. This rise was occasioned almost exclusively in con-
nection with Government obligations. The banks were to a large extent
aiding the Government in its war financing by serving as distributing
agents and had to hold bonds until they could be sold to clients. The
sale of short term obligations, chiefly in the form of treasury certifi-
cates of indebtedness, contributed to the tying up of bank funds in
war paper. A decline in the investments of Chicago banks set in
during the middle of 1919 and continued until September, 1921, at
which time they reached a figure approximately the same as the 1916
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CHART 1—INDEXES OF LOANS AND INVESTMENTS OF THE CENTRAL REstrve Crry
Banks oF Cuicaco: Dates of Carr, 1914-1928 (Averace oF 1913 = 100)

level. Then between 1921 and 1922 a significant recovery was made,
although business generally was at a low ebb and bank loans were
falling off. From 1922 on, investments continued to maintain a rela-
tively high level. A noteworthy increase took place in 1927 which,
however, was partially lost by the close of 1928, It appears that there
was a tendency for the large national banks of Chicago to add to their
security holdings when a decline was taking place in business loans;
this tendency was least true, however, during the last two years of
the period studied.?

Investments reported by the central reserve city banks of New
York took very much the same course relative to loans as in the case
oi the Chicago banks. The former banks’ investments, however, re-
mained at a considerably higher level compared with the 1913 average
than those of the Chicago group.® It is to be observed that the New
York banks showed their investments and loans to parallel each other
in movement ; there was not the same degree of inverse tendency as in
the case of Chicago institutions,

3See also page 42.

‘Index numbers of investments for New York banks based on 1913 figures

fluctuated between 146 and 513 from 1917 through 1928; the corresponding in-
dexes for the Chicago banks were 78 and 428, respectively.
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Cuart 2—Rat10s oF INVESTMENTS TO ToralL EARNING AsSSETS OF THE CENTRAL
Reserve City Banks or CHIcAGo AND NEw YORK, AND oF THE CouNTRY
BaNKs oF THE UNrrep@51aTES: DaTEs oF CaLr, 1913-1928

The position of investments reported by the Chicago banks rela-
tive to total earning assets did not take a definite course during the
vears studied. At no time’ during the sixteen years did they go below
6.5 per cent (March, 1917) of the aggregate earning assets, and at one
time (May, 1919) they constituted as much as 25 per cent of the
assets. See Chart 2. During the early part of the period, from 1913
through 1916, there was a tendency for investments to decline relative
to loans. Since 1921 the position of investments strengthened from
7 per cent to approximately 17 per cent of the total earning assets,
The banks of New York showed their securities to have a consistently
larger position in the aggregate earning assets than the corresponding
group in Chicago. For example, the investments of the New York
group did not fall below 15.3 per cent of the assets compared with
the low of 6.5 per cent for the Chicago institutions. The highest posi-
tion for investments of the former banks was 37 per cent (November,
1917). This means that the New York banks, under identically the
same regulations and restrictions, received more of their income from
long time obligations than was the case in the Chicago banks.

Liven greater disparity is observed when the Chicago institutions
are compared with the country banks of the United States. The latter
showed their holdings of investments to bulk consistently higher than
cither those of the Chicago or New York banks. At no time during

"Throughout this analysis figures are as of dates of call of the Comptroller
of the Currency.
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TasLe 11
PrRCENTAGE DEvIATIONS FROM ONE DATE oF CALL 10 THE NEXT OF LOANS AND
INVESTMENTS REPORTED BY THE CENTRAL RESERVE CiTv BANKS OF
Cuicaco AND NEW YORK FOR SELECTED YEARS

Chicago Banks New York Banks
Year
Loans Investments Loans Investments
19430 + 4.1 - 0.5 - 4.5 - 3.3
- 3.5 - 1.4 - 2.6 4+ 1.0
+ 2.1 - 2.2 + 5.6 + 0.6
+ 0.3 + 0.8 - 2.8 - 3.6
W6, ..o + 9.5 + 2.2 + 1.0 + 6.1
- 0.7 + 6.2 - 0.6 + 4.4
+ 1.4 —14.7 - 2.8 - 3.9
+ 4.8 + 7.2 4+ 1.5 + 1.7
+ 6.3 + 3.5 + 6.3 - 2.0
+ 1.1 - 6.5 - 5.5 - 0.8
|33 L NN - 4.0 +67.0 — 6.1 419.2
- 1.7 + 1.4 + 1.2 + 9.4
+ 9.4 —18.3 +12.3 -~29.7
+ 5.3 - 0.6 - 0.7 +13.2
+ 0.8 -19.3 + 5.2 - 0.1
+ 4.2 - 9.3 + 3.2 -13.1
1922.00iiiiiiiiniiinnn 4 8.2 +12.4 —~ 5.9 - 1.1
- 6.9 +42.8 - 1.2 +17.1
-~ 0.8 —~ 6.2 + 2.0 +19.5
+ 6.2 +17.1 - 1.3 - 2.7
- 4.3 +34.4 +10.6 +10.1
1925, . c0iiiiii i - 1.3 - 6.0 - 4.3 - 0.7
+ 4.8 - 7.0 +10 | ...
+ 3.6 - 2.8 + 4.4 - 3.7
+ 4.0 - 0.9 +12.3 - 3.2
192800 - 4.2 + 4.1 -13.9 + 6.4
F12.5 ~ 3.4 +12.1 + 45
+ 5.9 - 0.8 — 6.3 -~ 1.2
- 3.2 - 9.2 + 8.7 - 0.9

the sixteen years studied did the securities of the country banks fall
below 26 per cent of aggregate earning assets, and in the spring of
1919 they reached a figure slightly in excess of 41 per cent of the
assets.

Throughout the period there was a persistent tendency for the se-
curity holdings of the country banks to constitute a larger portion of
the assets. Since 1921 practically one-third of the earning assets of
these banks consisted of investments.

Deviations in terms of percentages from one date of call to the
next were calculated for both loans and investments for the group of
large national banks in Chicago and New York. These figures are
shown in Table II. It is quite clearly indicated that the degree of
fluctuation was considerably greater in the case of investments than
in that of loans for both the Chicago and New York banks. The
former banks showed slightly larger deviations than did the New
York institutions, particularly from 1919 through 1922,
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TasLe I11
RaTIOS OF STOCK COLLATERAL LoANs, OrpINARY CoMMERCIAL LOANS, AND ALL
Orner Loaxs 10 Torar Loans of THE CENTRAL RESERVE Crry Banks
of CHICAGO AND NEW York. JUNE 30, EacH YEAR

Chicago Banks New York Banks
Percentage of Aggregate Loans Petcentage of Aggregate Loane
Year
Stock Ordinary Stock Ordinary
Collateral | Commercial | All Other | Collateral | Commercial | All Other

Loans Luane Loans Loans Loans Loans
38.1 61.8 0.1 57.0 43.0
32.0 68.0 I 59.1 40.9
20.0 6.4 3.6 49.2 50.1 0.7
1.0 75.9 31 51.7 42.8 5.5
21.8 76.6 1.9 440 47.6 8.4
23.5 72.1 4.4 38.2 51.9 99
30.0 64.7 53 47.0 4.6 8.4
29.4 63.6 7.0 28.8 61.6 9.6
281 68.0 3.9 26.9 068.7 7.4
28.8 67.4 3.8 40.5 51.9 7.6
30.8 67.0 1.2 39.9 53.§ 6.6
3.3 o4 .4 2.3 43.0 49.6 7.4
41.6 56.0 1.4 46.6 43.5 9.9
4.3 56.6 2.1 46.0 45.6 8.4
46.7 50.7 2.6 49.7 40.8 9.5
45.8 51.2 3.3 48.0 38.9 13.1

Loans

The purpose now is to analyze the component parts of loans as
reported by the large nationals of Chicago. From figures reported
by the Comptroller of the Currency it is possible, by some regrouping,
to divide total bank loans into the following: (a) ordinary commer-
cial loans;* (b) stock collateral loans; (c) real estate loans; (d) bank-
ers’ acceptances; (e) customers’ liability under letters of credit and on
account of acceptances; and (f) overdrafts?®

What are called here ordinary commercial loans, together with
stock collateral loans in the case of the large city banks, bulked very
large. These two classes of loans as reported by the central reserve
city banks of Chicago at no time during the sixteen years studied
constituted less than 93 per cent of the aggregate; in the middle of
1914 they composed all of the loans. Since 1920 there was a tendency
for them to remain approximately 97.5 per cent of the total (Table
HI). As for the corresponding group of banks in New York, much

*The Comptroller of the Currency shows these loans under the captions:
“paper with one or more individual or firm names (not secured by collateral),”
and “paper secured by other personal securities, including merchandise, ware-
house receipts, ete.” 1t is 10 be noted that these figures are as of once a year,
usualty June Jth,

*T'he aggregate of these six classes of loans equals as of each call date the

total luans as treated above. “Rediscounts” were deducted from the ordinary
commercial loans.
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the same situation existed, except that commercial loans and stock
collateral loans did not constitute quite so large a proportion of the
whole. The lowest position reached by these latter loans reported by
the New York banks was close to 87 per cent as compared with a
low of 93 per cent for the Chicago banks, This difference is largely
accounted for by the relatively large volume of customers’ lability
under letters of credit and on account of acceptances held by the New
York group. For example, of all the loans reported by these banks,
from 3 per- cent to 9 per cent consisted of customers’ liability items;
these accounts for Chicago banks never reached a 6 per cent position
except once, and since 1922 did not constitute more than 2 per cent
of the total,

Ordinary commercial loans, that is, commercial paper either with-
out security or with a security other than stocks and bonds, reported
by the central reserve city banks of Chicago, during the sixteen years
under study increased consistently from 1913 through 1918—from
199%, millions to 385Y; millions. Between 1918 and 1924 they re-
mained comparatively constant; fluctuations did not exceed a range of
20 millions. In 1925 a marked decline took place followed by a recovery
the following year. In 1928 the peak was reached with 411 millions.

Stock collateral loans, on the other hand, took on a far more rapid
movement. In 1915 these loans were only 57 per cent of those of
1913; from the former year, however, through 1920 a constant in-
crease took place; by the middle of 1920 they were 44 per cent above
the 1913 level. After a slight decline during the business depression
of 1921 and 1922, these loans again took a marked upward sweep
until by June 30, 1928, they were approximately three times what
they were in 1913 (Chart 3). That stock collateral loans reported by
the Chicago banks increased more rapidly than commercial loans is
to be seen further from the fact that in 1913 loans secured by pledged
stocks and bonds constituted only 38 per cent of the total two classes;
by 1928 they composed 47 per cent of the aggregate. The greatest
change took place between 1921 and 1925, when stock collateral loans
moved from a position of 29 per cent of the total to almost 43 per
cent. It is thus clear that an increasing proportion of the loans of the
Chicago banks consisted of loans with stock collateral; particularly
was this true since 1922, That is, Chicago bankers during the past
six years tended to loan on pledges of stocks and bonds to a much
greater extent than they discounted ordinary commercial paper.

It is interesting to observe also that, in the case of the New York
banks, the consistent upward tendency of stock collateral loans which
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CHart 3—INpEXES OF ST0cK CoLLATERAL LOANS AND ORDINARY COMMERCIAL
Loans oF THE CeNTRAL REsErvE City BaNks of CHICAGO:
June 30 Eaca YEar, 1914-1928 (1913 = 100)

characterized the Chicago banks was not to be found, Only since 1922
did the former banks show a marked tendency upward in loans with
security of stocks and bonds; before then the movement was irregular,
During the vears when stock collateral loans were rising, there was a
downward movement in ordinary loans. These latter loans reached
their peak in 1920; at that time stock collateral loans were very low,
Except for the first five years of the sixteen-year period studied, the
movement of the two classes of loans was strikingly inverse.®® The
ratios of these two classes of loans to the aggregate were increasingly
in favor of stock collateral loans in case of the Chicago banks; this
was true for the banks in New York only since 1921; for the years
1913 through 1921, there was a marked decline in the proportion of

¥The lowest position for stock collateral loans of the New York banks was
reached in the muddle of 1921 when these loans comprised only 29 per cent of
the total.  In 1913 they constituted 57 per cent of the aggregate, and in 1928
(June 30), approximately 53 per cent. Stock collateral loans of the New York
lanks were highest relative to total loans in 1914 when they reached approxi-
mately 39 per cent,
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stock collateral loans to the total. During the sixteen-year period
under study, the average of these loans to the total was 48 per cent
for the New York banks, and approximately 33 per cent for the
Chicago institutions.

When the loans reported by the country banks of the United
States are analyzed, it is found that the ordinary commercial loans
of these banks showed a gain consistently greater than that of their
loans on stock collateral. Of course, these small banks always show
a relatively smaller place for the latter type of loan than the large
New York and Chicago institutions. For the country banks, during
the period studied, stock collateral loans never exceeded 30 per cent
of the total loans, and since 1914 they exceeded 20 per cent in only
four years. For most of the period this class of loan approximated 18
per cent of the aggregate, as compared with 33 per cent for the Chicago
banks and 43 per cent for the New York banks, The country banks did
not show the rate of expansion for total loans that the Chicago and
New York banks did. The loans reported by the former banks exactly
doubled during the period studied; those of the Chicago banks were 2.5
times in 1928 what they were in 1913; and those of the New York in-
stitutions, 3.2 times.

As was indicated above, paper secured by stock collateral togcther
with ordinary commercial loans comprised the great bulk of the loans
reported by the banks in Chicago and New York. And this was par-
ticularly true of the former banks. Customers’ liability under letters of
credit and on account of acceptances is the most important form of loan
other than the two treated above. These customers’ liabilities report-
ed by the large national banks in Chicago at no time during the period
studied exceeded 6.2 per cent of the total loans; their average position
wag close to 2.5 per cent. Since 1923 customers’ liabilities did not
constitute more than 2 per cent of the total. This type of loan was
relatively larger in New York. The banks there reported, as the
highest position for this class of loan, 9.3 per cent of the total, June
30, 1928. They showed that these loans at least approximated 4 per
cent of the aggregate since 1916, and that they averaged not far from
5.5 per cent of the total. While from 1924 on, customers’ liabilities
reported by the banks in New York steadily grew relative to total loans,
those of the Chicago banks showed an irregular tendency. Country
banks, as might be expected, showed a very slight proportion of
their loans to consist of customers’ liabilities; not more than one-
third of one per cent were so composed since the inauguration of the
Federal Reserve System.
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The large nationals in Chicago have always been small holders
of bankers’ acceptances compared with the New York banks." These
acceptances reported by the former banks as of the middle of each
year never exceeded 8% millions ; in 1918 the New York banks showed
123!, millions of them and since 1917 they reported at least 2814
millions, While since the latter year the total loans of the Chicago
banks amounted to at least 22 per cent of those reported by the banks
in New York, the bankers’ acceptances held by the former were as
low as 1.6 per cent of the acceptances held by the New York in-
stitutions. From 1917 through 1928 the loans of these large national
banks in Chicago averaged 26.3 per cent of those of the New York
group. Dankers’ acceptances reported by the former banks averaged
only 5.4 per cent of those held by the banks in New York. Naturally,
these acceptances held in Chicago constituted but the barest fraction
of the entire loans, Of ordinary commercial loans, for example, June
30, 1928, acceptances were not quite one per cent. Chicago banks
have yet to become large holders of this type of earning asset.'?

Real estate loans extended by the central reserve city banks were
not a factor until 1927.* In the middle of 1928 the Chicago banks
reported as outstanding only 6 millions—8, of one per cent of the
aggregate loans. The New York banks showed even a lower relative
position for loans secured by real estate in 19284

“*These holdings of bankers’ acceptances are divided into two classes by the
Comptroller of the Currency, namely, “acceptances of other banks discounted,”
and “acceptances of this bank purchased or discounted.”

"That the Chicago money market is a relatively slight source for-bankers’
acceptances is to be observed from data which have been made avaitable by the
American Acceptance Council. Since January, 1928, the Council in its Bulletin
has published monthly a list of the first forty banks in the United States in the
order of the volume of bankers’ acceptances outstanding. An analysis of these
figures shows that the first Chicago bank in the amount of drafts accepted and
outstanding ranked never higher than 16th in order; and at the close of Decem-
ber, 1928, there were 31 banks, mostly, of course, in New York, which reported
acceptances outstanding in excess of those of any Chicago bank. April, 1929
figures showed a little more favorable position for Chicago banks, when a Chi-
cago institution was 19th in the list. There have usually been two or three
hanks in Chicago among the Council's “first forty.” At the close of June, 1925,
16.5 per cent of all bankers’ acceptances were reported by New York banks; of
the total, only 1.5 per cent were Chicago acceptances; three vears later (June
30, 1928) the former banks reported close to 10 per cent of the aggregate, and
the banks in Chicago not quite 410 of one per cent.

"It was not untill the McFadden Banking Act of 1927 that the central re-
serve city banks (those in New York and Chicago) were permitted to make
loans on real estate. The Federal Reserve Act of 1913 had provided that na-
tional banks, except the above banks, might extend loans secured by real estate.
A hmitation of five vears was authorized for farm loans, and city mortgages
were hmited to one year,

“For the country banks of the United States, real estate loans increased
notalily since 1913; a seveniold expansion up to the middle of 1928 had taken
place As of this latter date, these luans comprised almost 12 per cent of their
total loans,
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CHARrT 4—RaT105 oF DeEMaND Loans 1o Torar Loans oF THE CENTRAL RESERVE
Ciry Banks oF CHicaco ANp NEw YOrK, AND oF THE COUNTRY BANKS
oF THE Un1tep States: JuNE 30 Eacu YEawr, 1913-1928

When the aggregate loans of the large national banks of Chicago
are further divided between demand and time loans, there is found
much the same tendency as prevailed between the stock collateral and
ordinary commercial loans, In the middle of 1913, 23 per cent of the
total loans consisted of demand accommodations; by June 30, 1928,
almost 39 per cent (Chart 4). It will be noticed that while the tend-
ency was markedly upward during the sixteen years, it was not an
unbroken one. From 1921 on, occurred the most rapid increase of
demand loans relative to time loans. The ratios of these loans for
the New York banks did not take the same movement as those for the
Chicago banks until 1920, after which the tendency was practically
* parallel. For five years following 1913, demand loans reported by the
New York banks were very much higher relative to time loans than
those of the Chicago banks. On June 30, 1916, for example, the
former showed that almost 39 per cent of their loans were callable,
whereas at that time a little less than 20 per cent were so reported
by the Chicago banks. By 1920, however, the situation had changed
and the banks in Chicago showed 24 per cent in demand loans and the
New York banks less than 18 per cent. It is interesting to note that
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TasLe IV
Ratios ofF LoAns anp Discounts ELIGIBLE FOR REDISCOUNT AT THE FEDERAL
RESERVE BANKES TO THE AGGREGATE LoANS AND DiIsCOUNTS,
NationaL Bavgs. June 30, EacH YEAR

Chicago Banke New Vork Banks
. Country
Year Central Other Central Other Banks
Reserve Reserve Reserve Reserve
City City City City
36.1 32.29% 24,79, 43.9% 30.9%
35,3% 36.0 ¢ 26,37 4.3 30.6
30.2 31.9 20.6 34.2 29.4
27.1 26.8 19.1 35.1 28.6
29.0 18.8 19.7 26.9 26.7
18.0 1.0 16.1 249 25.6

since 1919 call loans bulked larger in relation to the total of aggre-
gate loans in the case of the Chicago banks than in that of the New
York institutions. This movement taken together with the tendency
of stock collateral loans relative to total loans would seem to indicate
that an increasing proportion of the funds of the large Chicago na-
tional banks had been directed to finance stock exchange transactions,
At times, enormous amounts of temporary idle funds in Chicago were
forwarded to New York on call. With the development of a call
money market in connection with the expanding Chicago Stock Ex-
change, this flow of funds to the East may be curbed.

Chart 4 also shows the relative position of demand and time Joans
for the country banks of the United States. At no time since 1913
did the demand loans of these banks constitute more than 23.5 per
cent of the total; the low position was 164 per cent. Since 1921
demand relative to time loans of these banks, however, rather steadily
increased, June 30, 1928, the position of call loans in relation to the
total loans for the Chicago, New York, and country banks was 38.8
per cent, 36.8 per cent, and 23.4 per cent, respectively.

Since 1923 the Comptroller of the Currency has regularly reported
the amount of loans and discounts of the national banks which were
eligible for rediscount at the Federal reserve banks. From these
figures the proportions of the eligible paper to the aggregate loans were
computed for the respective groups. These percentages are shown in
Table TV, Tt is to be observed that a substantial decline in the paper
ehigible for rediscount held by the central reserve city bariks of Chicago
took place between 1923 and 1928, June 30, of the former vear, ap-
proximately 36 per cent of all the loans and discounts held by these
banks were classed as eligible. Five years later just one-half of this
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TapLe V
RaTI0S OF SECURITIES OF UNITED STATES GOVERNMENT, BoNps OTHER THAN
UNITED STATES GOVERNMENT, AND ALL OTtHeR INVESTMENTS TO ToTaL
INvEsSTMENTS HELD BY THE CENTRAL RESERVE Crry BaNks of
CHica6o AND NEwW YORK. JUNE 30, EacH YEAR

Chicago Banks New York Banks
Percentage of Aggregate Investments Percentage of Aggregate Investments
Year

Securities | Bonds Other Securities | Bonds Other

of United | than United [ Al Other of United { than United | All Other

States Gov- | States Gov- { Investments | States Gov- | States Gov- | Investments

ernment ernment ernment ernment
35.3 44.2 20.8 22.9 73.9 3.2
44.8 32.9 2.3 239 74.4 1.7
39.3 51.6 9.1 17.8 75.0 7.2
11.9 13.8 14.3 11.5 85.2 3.3
351 57.1 1.8 34.3 63.5 2.2
58.4 30.5 111 60.3 34.2 5.5
1.2 21.4 7.4 64.9 20.4 5.7
53.2 31.3 15.5 55.8 36.9 7.3
36.8 46.5 16.7 54.1 36.4 9.5
$6.2 29.5 14.3 62.0 29.7 8.3
59.8 28.2 12.0 69.7 25.4 4.9
66.9 24.4 8.7 61.3 34.0 4.1
52.5 40.5 7.0 56.0 38.4 5.6
53.8 344 11.8 56.9 35.9 7.2
52.0 40.2 7.8 56.0 - 36.7 7.3
4.2 50.6 5.2 60.0 32.5 1.5

proportion could be so classed. The same group of banks in New York
did not show quite so marked a reduction, although at no time did
they report so large a proportion of paper eligible for rediscount as
the Chicago banks. During this period of six years Chicago banks
were rapidly taking on the characteristic of the New York institutions
with respect to a relative low position for paper with the eligibility
quality, For example, in 1923 the large national banks in Chicago
showed 36 per cent of their aggregated paper eligible as compared
with 24.7 per cent for the New York banks; by 1928 the ratios for
the respective banks were 18 per cent and 16 per cent.

On the whole, the group of the smaller national banks in Chicago,
that is, the “other reserve city banks,” did not report a much more
favorable position for eligible paper than the group of the large banks.
On the other hand, the small national banks of Greater New York
consistently showed a much larger proportion of their loans in the
eligible class than the group of the largest banks in that city. It is
interesting to observe that the country banks of the United States
reported a lower relative position for paper with the eligibility quality
every vear, except two—1926 and 1928—than the large Chicago banks,

The movement in the Chicago banks toward an increasing volume
of loans and discounts which are ineligible for rediscount, tends
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CHART 5—RaTi0S OF UNITED STATES GOVERNMENT SECURITIES TO TOTAL INVEST-
MENTS HELD BY THE CENTRAL RESERVE Crry Banks or CHICAGO
AND NEw York: Juxe 30 EacH YEARr, 1913-1928

further to substantiate the opinion that a large volume of money
market funds was employed to finance stock exchange operations,

Investments

The Comptroller of the Currency so reports the items composing
the investments of banks that it is possible to make a complete analy-
sis of them. As was pointed out above, investments of banks relative
to total earning assets have become of increasing importance since
1913. Table V shows a threefold division of the investments held
by the central reserve city banks of Chicago and New York. Here
investments are grouped as follows: (a) securities of the United
States Government, (b) bonds other than those of the United States
Government, and (c¢) all other investments. It will be observed that
although the Federal Government securities held by the Chicago banks
took an irregular movement relative to total security holdings through-
vut the sixteen years studied, nevertheless the tendency was an upward
one. The low position for this class of security was reached in 1916
when it constituted not more than 12 per cent of the aggregate in-
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vestments. Three years later the peak was reached when approximate-
ly 71 per cent of all the investments of the Chicago banks were com-
posed of Government obligations (Chart 5). After 1920 there was a
tendency for this class to be somewhat larger relative to all security
holdings in the case of the New York banks than in that of the banks
in Chicago.® Nevertheless, the movement for the banks in the two
money markets was very much the same,

The holdings of Government securities reported by the Chicago
banks fluctuated greatly during the sixteen-year period; June 30, 1916,
they totalled only a little more than 4 millions, while three years later
the banks had increased their holdings to almost 98 millions; this
enormous expansion was, of course, due to war financing. During
1920 and 1921 they rapidly disposed of their holdings until on June
30 of the latter year they held only 18Y% millions. This same move-
ment was shown by the banks in New York although it was not so
pronounced as in Chicago.

These assets in Government securities took on a considerably more
consistent and rapid expansion in the case of the New York insti-
tutions than in that of the Chicago banks. The former showed hold-
ings on June 30, 1928, twelve times those of 1913, while the Chicago
banks had increased their investments in these securities only slightly
more than fivefold.

Bonds other than those of the Federal Government held by the
large national banks in Chicago fluctuated in volume considerably since
1913 and also relative to Federal bonds held.*® Until 1918 holdings
of the former regularly exceeded those of the United States Govern-
ment bonds; this situation obtained also in 1921 and again in 1928
These “other bonds” held by the Chicago banks by 1917 had increased
over the 1913 figure by 52 per cent; by the middle of 1920 and again
in 1921 they were only 16 per cent above, and after a steady ascent,
by June 30, 1928, they stood at a figure almost 375 per cent above
that of 1913. This class of bonds held by the New York banks did
not show so great an expansion. Until 1921 there was a rather notable

*It is interesting to note that between 1913 and early in 1917 not less than
60 per cent of the aggregate United States Government securities owned by the
large national banks in Chicago were pledged to secure outstanding bank notes.
From 1918 through 1924 not more than 5 per cent of the securities were thus
employed. Since 1924 there was a tendency for the bonds with the circulation
privilege to occupy a somewhat larger position, and at the close of 1928 approxi-
mately 10 per cent of the total were of this class.

“This group of “other bonds” includes state, county, and municipal bonds,
railroad bonds, other public service corporation bonds, foreign government
bonds, and such others as are held by banks,



AN ANALYSIS OF EARNING Assers OF CHICAGO BaNks 23

tendency for the banks in New York to show a higher position for
these “other bonds” relative to aggregate investments than for the
Chicago banks. For example, June 30, 1915, the former institutions
reported these bonds to total three-fourths of all their investments;
at that time the banks in Chicago showed only slightly in excess of
one-half of their investments thus composed. In 1921, however, after
two years of disposing of huge quantities of United States Govern-
ment securities by the Chicago banks, they shawed a relatively higher
position for these “other bonds” than the banks in New York. This
continued until 1924, In 1927 and 1928 the former institutions sharply
increased their holdings of bonds other than those of the Federal
Government, along with United States bonds. The New York banks,
on the other hand, purchased more of the latter only. During most
of the period under study there was a greater tendency for the large
New York national banks to acquire and hold United States Govern-
ment obligations, relative to other securities, than in the case of the
Chicago banks.

Since 1918 the central reserve city banks of Chicago looked to the
bond issuing jurisdictions of states, counties, and cities for a large
volume of their bond holdings. When an analysis is made of bonds
other than United States Government securities, as of June 30, each
vear, it is found that the obligations of state, county, and municipality
constituted, since 1918, at least one-quarter of the aggregate holdings.*
From 1917 through 1921 there was a very rapid increase in these
holdings ; by the middle of the latter year they aggregated 50 per cent
of the total (exclusive of United States Government bonds). There
followed after 1921 a decline in the relative position of these bonds;
this, however, was due more to an increase in other classes of bonds
than to a decline in the holdings of state, county, and city obligations.

The ratios of railroad and public utility bonds to the aggregate of
total bonds remained rather constant throughout the sixteen years
studied. Each class of bond fluctuated between 6 per cent and 24 per
cent of the total; during most of the time, however, the range was
much less—not more than from 8 per cent to 12 per cent. Holdings of
mdustrial corporation bonds showed marked fluctuations relative to the
total holdings. From 1913 through 1913 the total corporation bond
holdings of the banks constituted in excess of 40 per cent of the ag-
gregate holdings. By the middle of 1918 they were not much above
20 per cent. This latter year was one of tight money and bond prices

"The middle of 1925 was the only exception, at which time slightly less
than 21 per cent of the “other bond™ holdings were those of state, county, and
municipality,
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were low, having declined sharply from the peak of January, 1917,
From June 30, 1917, to June 30, 1918, the Chicago banks disposed
of more than one-third of their corporation bond holdings. During
the period of easy money conditions of 1922 and 1923 huge acquisitions
were made; by the middle of the latter year they aggregated 18
millions—the peak figure except that of 1928, It appears that of the
various classes of bond holdings of the Chicago banks those of cor-
porations (other than railroads and utilities) were the most variable
in amount. In other words, with the changes in the general bond
market, it was usually this class of obligation which the banks most
readily acquired or disposed of.

In 1917 and 1918 the bonds of foreign governments bulked fairly
large in the portfolios of the Chicago institutions when they con-
stituted nearly 25 per cent of the total bond holdings (not including
those of the United States Government). Again, June 30, 1925, they
composed almost one-third of the aggregate. For the most part, how-
ever, these foreign government obligations were not a large factor,

The corresponding group of banks in New York, that is, the group
of the large nationals, showed the proportions of the different classes
of bonds composing their aggregate bond holdings in two or three
respects to be somewhat different from those shown by the Chicago
banks. For example, the former throughout the sixteen-year period
consistently had a larger proportion of their holdings in the form of
railroad bonds. From 1913 through 1915, of all bonds owned by the
New York banks outside of United States Government securities,
slightly in excess of one-half were the obligations of railroads. The
relative position of these bonds reported by the banks in Chicago
was not much more than 15 per cent throughout the period. However,
after 1917 the railroad bond holdings of the New York banks lost
somewhat their position relative to the total in favor of state, county,
and municipal obhgations. The banks in New York relied consider-
ably more upon these two classes of bonds to fill their portfolios than
did the Chicago banks. The former institutions reported a far less
percentage of corporation bonds, other than utility and railroad, to
the aggregate holding of bonds than did those in Chicago. The rela-
tive position of the securities of foreign governments throughout the
period was very much the same for the banks in the two money
markets,

The third general class of investments held by banks, as indicated
above, is described as “all other investments.” These include chiefly:
{a) stock of the Federal reserve bank. (b) stock of other corpora-
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tions, (c) collateral trust notes, and (d) other short time obligations
of corporations. In the case of both the Chicago and New York
banks these component parts fluctuated very markedly relative to the
total, It is to be observed that since 1921 the large national banks of
Chicago had a considerably smaller proportion of the aggregate of all
other investments in the form of stock of corporations than the New
York group. Defore 1919 there was a reverse tendency, that is, the
Chicago banks showed a larger relative holding of corporation stocks
than did the New York banks, Of the total of these other invest-
ments reported by the banks in Chicago from 1918 through 1927, a
relatively large proportion was in the form of short time obligations
of corporations. At no time did they constitute less than 34 per cent
of the aggregate and for the most part composed from 45 per cent
to 50 per cent of the total. Practically the same situation existed in
the case of the New York group.

Federal reserve bank stock held by the Chicago and New York
institutions constitutes, of course, an obligatory investment. All na-
tional banks and such state banks as choose to become members of the
Reserve System must subscribe to the capital stock of the Federal
reserve banks of their respective districts to the amount of 6 per
cent of their paid-up capital stock and surplus.'® .

Demand and time deposits are significant in connection with the
loans and investments of banks. The rather close relation between
loans and demand deposits on the one hand, and between investments
and time deposits on the other, has often been pointed out in treatises
on banking; this relation was indicated in the introduction to this
analysis. However, when a study is made of the ratios of invest-
ments to total loans and investments, and of the ratios of time deposits
to total time and demand deposits of the central reserve city banks of
Chicago, little correlation even within wide limits can be said to have
existed. It was noted in the foregoing that the ratios of investments
to aggregate earning assets took an irregular course during the sixteen
vears studied; early in 1917 investments were lowest relative to the
total, with a position of 6.5 per cent; then for two years a rapid in-
crease in their relative position took place so that by the call date of
the Comptroller in May of 1919 investments constituted 25 per cent
of the total earning assets (Chart 6). While this notable change was
taking place, time deposits relative to total deposits were making

“The Federal Reserve Act provides that a member bank shall subscribe to
the capital stock of the reserve bank of its district to the amount of 6 per cent
ot ats own capital stock and surplus. Three per cent, however, is all that has
ever been called for.



26 BurLenin No. 28

| ) l e S|
1 -
(3.1
INvEsTMENTS l“ l
f MY f PN
;ls 5‘iL] l l‘ \\ l‘ \VA"‘V'\\ Y f"v, \
: 1\-.;\' ‘ 4/ \ r’ ~ v
£ L It ll, \ ! ‘
| Y b S NE
® l {Time Demosire | ..J\’
ol : Nl

13- S™ NSOk VT e N8 20 'Rl ‘T ‘23 *E4 25 26 ‘27 19es

CHART 6—RATI0S OF INVESTMENTS T0 ToraL EARNING AssETs AND oF TrMe De-
posits T0 ToraL Derosits oF THE CENTRAL RESERVE CiTY Banks
of CHicaco: Dartes or CaLy, 1913-1928

scarcely any change; in March, 1917, time deposits composed 2.3
per cent of the total deposits, and in May, 1919, 1.7 per cent. In other
words, the relative position of time deposits had actually declined. It
is quite obvious that the large national banks of Chicago increased
their investment holdings with no aid in the form of savings deposits,

From the middle of 1919 through to the autumn of 1921 the banks
steadily disposed of their security holdings until they constituted no
more than 7 per cent of the aggregate earning assets, But during this
time there was very little change in the relative position of time de-
posits; in September, 1921, they composed 2.7 per cent of the total
deposits. They actually increased somewhat in relation to all deposits
while investments relatively took a sharp decline. A closer connection,
however, existed between security holdings and time deposits from
1921 through 1928, During this period of seven years a very notable
expansion in time deposits took place; at the close of 1921 the central
reserve city banks of Chicago reported these deposits to be in excess
of 18% millions; by the middle of 1928 they aggregated close to 217
millions and constituted 20 per cent of total deposits. During this time
there was no large increase in investments ; the largest expansion took
place between March, 1927, and February, 1928, with an increase of
¢+ millions, By the close of 1928 time deposits had increased so rapid-
Iy that their position relative to total deposits was in excess of the
ratio of investments to aggregate earning assets. Throughout the six-
teen-year period, therefore, there appears to have been very little re-
lation between the movement of time deposits and investments of the
large Chicago national banks.
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Practically the same low correlation existed between time deposits
and security holdings in the case of the New York banks. Here, as
with the Chicago banks, the ratios of investments to total earning
assets took an irregular course, while after 1921 time deposits rela-
tive to aggregate deposits expanded in a marked fashion, From 1913
to 1921 the relative position of time deposits slowly but steadily in-
creased from Y4y of one per cent of total deposits to 4.6 per cent.”
By the middle of 1928 these deposits aggregated approximately 13
per cent of the total. From 1913 to 1921 there was practically no con-
sistent relation between the movement of time deposits and that of
security holdings. The rapid expansion of investments in the form of
war bonds during 1917 and 1918 and the subsequent disposition of
them went on with only a slight movement upward in the relative
position of time deposits, From 1921 through 1928 the correlation
hetween investments and time deposits was greatest for the period
studied, The position of security holdings increased from 17.3 per
cent to 27.2 per cent, and that of time deposits from 4.6 per cent to
13 per cent of the total,

It is interesting to observe that the relative expansion of time de-
posits reported by the large national banks of Chicago and New York
during the seven years ending with 1928 was far greater than that
of either the banks in the other reserve cities or of the country banks.
It has been pointed out that to a large extent this increase in deposits
other than demand was due to credit expansion of the banks rather
than to strictly savings accounts.?® That is, time deposits, and especially
those reported by the large banks of Chicago and New York, may
be said to consist of (1) true savings deposits, which alone are usually
associated with time deposits, and (2) the accounts of large corpora-
tions, which in the main are the result of credit expansion of com-
mercial banks. It is this second type of deposit which very largely
contributed to the rapid expansion of time deposits during the past
few years,

When the degree of correlation between time deposits and security
holdings was ascertained statistically, it was found that practically no
correlation existed. For example, when the two series were correlated,
a coefficient based on differences was found to be .712. This indicates

"1t is to be noted throughout practically the entire period studied from 1916
on, with the notable exception of 1928, that the central reserve city banks of
New York showed a somewhat higher position for time deposits relative to
demand deposits than did the Chicago banks.

*see Chase Economic Bulletin, Vol. VIII, No. 2, pp. 14-18. Also Eckler,

A. Ross, "Recent Expansion of Bank Credit,” The Review of Economic Sta-
tistics, Vol X1, pp. 46-51.
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only a slight degree of correlation, as by this method a positive 1
signifies a negative correlation. Again, by the product-moment method
by which 1 is indicative of a positive correlation, a coefficient of .061
was obtained. This, of course, showed no correlation,”

It thus appears that at least in the case of the large Chicago and
New York national banks adjustments were made in the investments
quite irrespective of the tendency in the type of deposit liability, It
has been seen that very large expansions took place in security hold-
ings with only slight change in time deposits, and vice versa. Perhaps
one reason for this lack of correlation in the case of the New York
banks, say, since 1922, has been the fact that time deposits were to
such a large extent mot made up of true savings but of corporation
accounts brought about largely by the extension of bank credit.??

B. ALL NATIONAL BANKS

The considerable space given in the foregoing to. an analysis of
the data of the group of the central reserve city banks of Chicago,
that is, the largest of the nationals, was warranted because of their
relative importance. That a complete picture may be had, however,
of the loans and investments of all of the national banks, brief at-
tention will be given here to the group of the smaller banks.

Whereas 10 of the Chicago banks with national charters are
designated as central reserve city banks, 27 are classed as other re-
serve city banks, For the most part, these latter banks are relatively
small institutions catering to the business in the outlying districts. This
group of smaller banks consitutes only 8 per cent of the aggregate
resources of the nationals. In only one instance does the outstanding
capital stock of any bank of this group reach $800,000; for the most
part, the capital ranges from $200,000 to $300,000. These institutions
are in every case located outside of the Chicago down-town district.

+ Data for the other reserve city banks of Chicago have been avail-
able since December 31, 1918.2* That the business of these banks
has rapidly expanded is evidenced from the fact that their loans by
the close of 1928 had increased almost fivefold. Investments showed
an extraordinary expansion, from a little more than 8 millions at the
close of 1918 to more than 46 millions ten years later.?* This rate of

®For a consideration of the calculation of correlation coefficients, see Bul-
letin No. 16, Burean of Business Research, University of Illinois, Appendix B.

PThis statement does not hold with respect to the Chicago banks inasmuch
agfince 1922 correlation between the two series appears to have been greatest,
s pointed nut above.

ASee Bulletin No. 21, Bureau of Business Research, University of Illinois,

36.
“See Appendix A (b) for the actual figures,
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growth considerably exceeded that of the group of the larger national
banks. One of the most noteworthy aspects of the banking structure
in Chicago is the rapid expansion which has taken place in the busi-
ness of the outlying institutions.

When an analysis is made of the ratios of investments to total
carning assets of these other reserve city banks, it is found that in-
vestments were relatively high. From the middle of 1920 through 1924
their position relative to total earning assets steadily increased until
by the end of 1924 they constituted almost 57 per cent of the total.
At no time since 1918 did the securities held by these banks compose
less than 32 per cent of the aggregate earning assets. In the case of
the large national banks, as pointed out above, security holdings occu-
pied a much smaller position; at no time during the period studied did
they go above 25 per cent of the total, and, for the most part, they
ranged considerably below this figure. Thus, the outlying national
banks of Chicago relied on investments for their income much more
than did the large down-town institutions. It is interesting also to
observe that the group of the smaller Chicago national banks showed
their security holdings to be consistently greater in relation to the total
earning assets than the corresponding group in New York.?

As in the case of the large nationals, ordinary commercial loans
together ‘with stock collateral loans comprised the vast majority of
all loans reported by the group of the smaller banks in Chicago
{Table VI). When figures are analyzed as of June 30, each year,
it is found that in no year since 1919 did these two classes of Joans
constitute less than 90 per cent of the aggregate, and in one year they
comprised as much as 99.9 per cent of the total. Until 1928, when
the real estate loans of the smaller banks expanded noticeably, ordi-
nary commercial loans and loans secured by stock collateral were quite
consistently larger relative to the total in the case of the latter banks
than in the larger institutions. That there was a marked tendency for
stock collateral loans to expand relative to other loans is evidenced
from the fact that in the middle of 1919, 29.3 per cent of all the loans
of the other reserve city banks were of this class.” By June 30, 1923,
they comprised one-third of the aggregate; and by the middle of 1928,
almost 41 per cent. This same tendency to extend credit on obligations
secured by stock collateral was seen in the case of the larger banks,
and with these latter banks to a somewhat greater extent.

“The Comptroller of the Currency designates the “other reserve city banks”
of New York as those of Brooklyn and Bronx. These banks are required to
maintain a 10 per cemt reserve against demand deposits the same as the cor-
responding group in Chicago. The central reserve city banks in both cities
must, of course, keep a legul reserve of 13 per cent.
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TabLe VI
Ratios ofF Stock CoLLATERAL Loans, OrpiNARY CoMMERCIAL Loans, Anp ALl
OtueR Loans 1o Total Loans o THE OTHER RESERVE City Banks
oF Cuicaco AND NEW YorRx. June 30, EacH YEAR

Chicago Banks New York Banks
Percentage of Aggregate Loans Percentage of Aggregate Loans
Year
Stock Ordinary Stock Ordinary
Collateral | Commercial | Al Other Collateral | Commercial | All Other

Loans Loans Loans Loans Loans Loans
29.3 70.2 0.3 50.6 45.8 3.6
26.0 71.8 2.2 36.5 62.9 0.6
33.9 58.0 8.1 33.8 65.9 0.5
35.17 63.9 0.4 21.0 72.5 0.5
33.0 66.8 0.2 22.7 76.7 0.6
34.8 65.1 0.1 21.3 76.6 2.1
38.7 59.6 1.7 28.7 69.2 2.1
42.3 55.8 1.9 31.0 65.0 4.0
41.6 55.8 2.6 28.3 68,5 3.2
40.7 49.5 9.8 35.9 60.8 3.3

The relative position of the ordinary commercial loans reported by
the other reserve city banks of Chicago declined steadily from 70.2
per cent of the aggregate in 1918 to 66.8 in 1923 and to a trifle less
than 50 per cent by the middle of 1928. Again, the rapid expansion of
stock collateral loans is seen from the fact that on June 30, 1928, they
stood at 63 per cent above the average for the period studied (1919-
1928), whereas their position in the middle of 1919 was 61 per cent
under the average for the period. The corresponding percentages for
ordinary loans were 23 and 42, respectively, This indicates strikingly
that the small outlying banks in Chicago followed much the same
course in lending as the large down-town institutions.

June 30, 1927, the other reserve city banks of Chicago reported
approximately one million dollars in real estate mortgages; a year
later their mortgage loans amounted to almost 4% millions. The effect
of the McFadden Banking Act was making itself felt. It is interesting
to note that the real estate loans reported by the large down-town
banks aggregated only a little in excess of 6 millions, June 30, 1928.
Loans secured by real estate reported by the outlying banks of Greater
New York were very much less than those of the same group in
Chicago. v

A study of the security holdings of the group of smaller Chicago
national banks shows a striking decline in the relative position of
United States Government bonds held. June 30, 1919, almost 56 per
cent of the investments of these banks consisted of Federal Govern-
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TasLE VII
Ratios of Sectrities of UNITED STaTEs GOVERNMENT, BonNps OTHER THAN
UNITED STATES GOVERNMENT, AND ALL OTHER INVESTMENTS TO TotAL
INVESTMENTS HELD BY TRE OTHER REserVE City Baxks oF
CHicaGo AND NEW YOrKk. JUNE 30, EacH YEAR

Chicago Banks New York Banks
Percentage of Aggregate Investments Percentage of Aggregate Investments
Year
Secutities | Bonds Other Securities | Bonds Other
of United | than United | All Other of United | than United | Al Other
States Gov- | States Gov- | Investments | States Gov- | States Gov- | Investments
ernment ernment ernment emment
85.6 38.6 5.8 46.9 479 5.2
385 54.2 7.3 51.8 42.0 6.2
40.8 51.6 1.6 47.0 4.2 8.8
41.3 54.6 4.1 47.2 41.2 11.6
45.0 50.4 4.6 52.4 36.5 1.1
40.3 56.9 2.8 43.5 49.3 1.2
3.2 61.7 6.1 40.0 $4.2 58
28.7 67.5 38 330 62.2 4.8
7.0 66.8 6.2 22.4 72.2 5.4
4.8 s 3.7 25.4 0.8 38

ment obligations, By the middle of 1928 a trifle less than 25 per cent
of the aggregate security holdings was thus composed (Table VII).
Every year with the exception of three showed a relative falling off
in this class of security. Actually, war-bond holdings increased some-
what but so great were the additions of other security acquisitions
that the former showed a steady relative decline. The large Loop banks
reported a much larger percentage of their total investments in the
form of United States Government securities than did the smaller
banks. Also, their holdings of Government obligations fluctuated from
vear to year much more than those of the latter institutions. Since
1921 it has been notably true that the large national banks of Chicago
relied on Federal Government obligations for a much larger propor-
tion of their aggregate security income than did the smaller institutions
in the outlying districts. The ratios of United States Government
securities to the total in the case of the other reserve city banks of
New York took much the same course as those of the Chicago banks.
Greater fluctuations occurred, however, in the case of the former.

Sonds other than those of the United States Government held by
the smaller banks showed a very significant increase in their relative
position between 1919 and 1928. In no yvear did the June 30 Agures
show these bonds to constitute less than 38 per cent of their aggre-
gate security holdings, and by the middle of 1928 they composed 71.5
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CHART 7—RATIOS OF INVESTMENTS TO TOTAL EARNING ASSETS OF ALL NATIONAL
Banks oF Cuicaco AND NEw YOrk, AND oF THE CoUNTRY BANKS OF
THE Uvitep States: Dates oF Cawr, 1913-1928

per cent. As the holdings of Federal Government obligations were
losing their relative importance, these other bonds were increasing
in practically the same proportion,

That the neighborhood national banks regularly showed a much
larger proportion of their total investments in the form of bonds other
than those of the Federal Government than did the large down-town
institutions is seen in the fact that the former reported other bonds
to constitute 38.6 per cent of their total security holdings on June 30,
1919; approximately 57 per cent by the middle of 1924; and 71.5
per cent in 1928. The ratios for the larger banks were 21.4 per cent,
24.4 per cent, and 30.6 per cent, respectively. The smaller banks quite
regularly showed relatively less of investments other than bonds than
the larger banks.

The other reserve city banks of New York as a group showed
very much the same tendencies in the relative position of the con-
stituent parts of investments as did the corresponding group of banks
in Chicago.

Since the central reserve city banks contribute such a huge pro-
portion of the aggregate national bank resources of Chicago—approxi-
mately 92 per cent—the addition of the data of the other reserve city
banks so slightly changes the tendencies and ratios common to the
larger banks’ figures that space will not be given to an analysis of
aggregate Chicago national bank figures as such.
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TasLe VIII

AMOUNT oF LoaNs AND INVESTMENTS REPORTED BY THE STATE Bavnks of Cuicaco
oN Dates oF CaLL NEAREST THE MIDDLE AND CLOSE OF EACH YEAR

Amount of Loans in Millions }Amount of Investments in Millions
Year
June 30 December 31 ‘ June 30 ' December 31
$ 368 $ 31 $ 117 $ 17
374 360 124 117
375 413 126 138
458 483 143 139
S08 483 150 164
490 509 188 19
617 707 242 205
804 782 188 199
811 753 200 255
8 840 k¥3} 339
89S 892 351 20
910 1028 373 453
1078 110 427
1138 1185 448 417
1193 1179 463 434
1206 1242 472 431

In Chart 7 are shown the plotted ratios of total security holdings
of all of the Chicago national banks together with those of the entire
United States and those of New York.

C. STATE BANKS ‘

The typical outlying bank in Chicago is the relatively small insti-
tution with a state charter; its capital stock tends toward the legal
minimum requirement of $200,000. On the other hand, some of the
largest banks in the Loop district are state banks.? December 31, 1928,
there were 194 state banks in Chicago as compared with 37 nationals.
These former institutions at that time reported aggregate resources
in excess of two billions ; this amount represented 58 per cent of total
Chicago bank resources. During the past quarter of a century an
enormous expansion has taken place both absolutely and relatively in
the volume of business of the state institutions,

Early in 1913 the state banks reported in the aggregate close to
4702 millions in earning assets; by the end of 1928 these resources
had expanded 250 per cent (Table VIII). This was considerably
more than the expansion of approximately 195 per cent registered by
the national group.

*While the period studied in this analysis does not extend beyond December
31, 1928, 1t is interesting to note that with the physical merger, March 18, 1929,
of the largest national bank in Chicago with the largest of the state institutions,
a lnll_mn dollar bank with a state charter emerged. Hence, the call date figures
as of March 27, 1429, showed that as much as 74 per cent of all the bank re-
sources of Chicago were those of state.banks.
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CHART 8—~RATIos oF INVESTMENTS T0 Toral EARNING Assers oF ALL NATIONAL
Banks AND ALL StatE Banks oF CHicaco: Dates o Cari, 1913-1928

Credit extension in the form of loans reported by the state-chart-
ered institutions took a promounced upward movement during the
period under study. This course was somewhat more regular and
unbroken than that of the national banks. A factor probably con-
tributing to this tendency is that the latter banks are relatively few
in number and their activities are rather highly concentrated; the
state banks, on the other hand, are much more widely distributed and
probably as a group feel the steadiness of business which a wide
diversification in the need for bank credit provides.®” A very notable
expansion in loans by the state banks took place after 1921—an
increase of 65 per cent compared with an advance of 55 per cent
for the nationals,

Between 1913 and 1928 the security holdings reported by the state-
chartered banks in Chicago increased 2.7 fold; the national institu-
tions showed an increase of 3.7 times.?® Again, the investment data
reported by the latter banks showed very marked fluctuations com-
pared with those of the state institutions. In Chart 8 are plotted the
ratios of investments to total earning assets for the state and national
banks.® Tt will be observed that throughout the entire period studied
the state banks showed a larger relative position for security hold-
ings. At no date of call did the investment ratios of these banks go

"It was found that at the close of 1928 the four largest of the state banks
represented 42 per cent of the aggregate resources of that group. The first
four of the nationals had 'in excess of 87 per cent of all the resources of the
national group.

2See Appendix A (c).

*See also Appendix B.
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below 18.3 per cent of their aggregate earning assets; and at one time,
in the fall of 1918, security holdings reached almost 32 per cent of the
total. The low and high positions for investments in the case of the
nationals were 6.5 per cent and 25.7 per cent, respectively. The gen-
eral movement of securities owned relative to earning assets in the two
groups of banks took practically the same course throughout the six-
teen years, There was the greatest difference between them from 1915
through 1917, during which time investments reported by the state
institutions relative to earning assets averaged slightly more than twice
those of the national group.

During the period of war financing the very marked advance
in the relative position of security holdings which characterized the
data of the national banks did not occur in the case of the state-
chartered banks. In fact, there was a tendency throughout the six-
teen years for the latter to show somewhat less fluctuation in the rela-
tive position for securities owned than in the instance of the nationals.

The fact that the state-chartered banks as a group have a con-
siderably larger portion of their earning assets in the form of bonds
and stocks is probably due to several factors: (1) There has
been a tendency for the savings and trust functions of a number of
large Chicago national banks to be taken over by affiliated state in-
stitutions; the functions of these latter naturally tend to promote
security holdings to a greater extent than ordinary commercial bank-
ing. (2) A large number of the outlying state banks have come to
cater largely to savings accounts; this practice normally results in
larger investment holdings. (3) A very large number of the small
state banks are not members of the Federal Reserve System and con-
sequently a secondary reserve in the form of marketable securities
1s important. (4) The state banking laws pertaining to the holding of
corporation stocks are more liberal than those governing the na-
tionals, '

An analysis of the loans reported by the state banks is shown in
Table IX. It is to be observed that between 1913 and 1928 the ratios
of loans secured by stock collateral to the aggregate loans fluctuated
within very narrow limits. The data as of June 30, each vear, show
that in no year did this tvpe of loan comprise more than 57.1 per
cent of the whole and only once composed as little as 48 per cent,
When these stock collateral loan ratios are compared with those of
the large national banks, two notable differences are seen: First,
the state institutions had a much larger proportion of their loans
secured by bonds and stocks than did the latter, See Table 111 And
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TasLe IX .
Ratios oF Stock COLLATERAL LoANs, ORDINARY CoMMERCIAL LoANs, AND ALL
OTHER LOANS 70 ToTAL LOANS OF THE STATE BANKS OF CHICAGO.
June 30, Eacr YEAR

Percentage of Aggregate Loans
Year 1) Ordi C ial
Stock Lg: n:teral dmarioa:glmema All Other Loans
56.0 31.3 1.7
56.7 29.9 13.4
55.0 31.4 13.6
57.1 29.5 13.4
55.7 31.5 12.8
55.3 32.2 12.5
50.6 n.o 171.§
48.4 31.5 14.1
48.0 38.8 13.2
48.4 35.3 16.3
51.4 34.1 14.5
49.6 33.2 17.2
$1.5 33.2 15.3
54,3 29.5 16.2
53.6 29.2 17.2
§5.1 28.8 16.1

*June 30 figures for the years 1918, 1919, and 1920 were unavailable. For June 30, 1918, the data
ae of November 21, 1917, were used. The 1919 figures for stock collateral loans, ordmary commercial
loans, and real estate loans were estimated by calculating the percentage which their totalincrease from
1918 10 1919 was of their total increase from 1918 to 1920. This percentage of each respective increase
from 1918 to 1920 was calculated and added to the corresponding 1918 figure. January 3, 1924, figures
were used for June 30, 1920,

second, the state banks reported this type of loan during the sixteen-
year period to be comparatively constant relative to the aggregate credit
extended, The national banks, on the contrary, showed the relative
position of these loans to increase markedly after 1915.

The state-chartered institutions, however, reported their ordinary
commercial loans to compose a much less proportion of the total loans
than did the nationals. As in the case of the stock collateral loans,
these loans revealed no definite tendency during the years analyzed.

* Due largely to expanding real estate loans, the state banks showed
all loans other than stock collateral and ordinary commercial loans
to occupy a much higher position than that reported by the nationals,
For all other loans the latter institutions showed a high position of
7 per cent of the aggregate (June 30, 1920). In 1919 the state banks
showed these other loans to comprise as much as 17.5 per cent of
the total. :

The security holdings reported by the state-chartered banks do
not permit of quite so accurate an analysis as those reported by the
nationals. Table X shows these holdings grouped as to (a) securities
of United States Government, (b) other bonds and securities, and
(c) all other investments; while for a portion of the period studied
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TasLe X
RaT110s oF SECURITIES OF UNITED STATES GOVERNMENT, OTHER BONDS AND SE-
CURITIES, AND ALL OTHER INVESTMENTS TO ToTAL INVESTMENTS HELD
BY THE STATE BANks oF CRicAGO. JUNE 30, EacH YEag

Percentage of Aggregate Investments
Year
Securities of United Other Bomds and All Other
States Government. Securities Investments

.6 95.7 37

A 96.1 is

2 96.2 3.6

.3 9.1 3.6

9.9 87.0 3.1

21.3 5.2 3.5

45.6 51.§ 29

19.3 6.4 4.3

238 72.0 4.2

35.5 61.3 3.2

38.5 57.7 38

38.7 57.4 39

40.5 §5.7 38

36.0 62.8 1.2

30.9 68.2 .9

35.5 63.7 .8

only bonds were included in the second group, yet for a few years
stocks of corporations were included as well. It is inferred, however,
from figures for the years when stock holdings were listed separately,
that in that part of the period when they were shown with bonds
they comprised a relatively small portion of the total, probably not
in excess of 8 or 10 per cent, ’

Federal Government bonds can not be said to have been a factor
in the investment account of the state banks until 1918; in the middle
of this latter year they constituted a trifie more than one-fifth of the
aggregate investments. During the next year, with the absorption of
war bonds, the relative position of Government securities reached its
peak with 45.6 per cent of the total securities. After a decline during
the following two years, this class of security holding fluctuated be-
tween 30 per cent and 40 per cent of the total. The position of Gov-
ernment securities in the case of the larger national banks of Chicago
consistently occupied a larger place in their aggregate investment ac-
count.  From 1913 through 1916, when Government bonds averaged
cluse to one-third of the entire security holdings of the national banks,
this class of investment reported by the state<hartered institutions
was practically negligible. During the four years indicated above,
it is to be noted, the government bonds owned by the former banks
were used almost exclusively to secure their notes outstanding ®

*See Footnote 15,
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CHART 9—RATI0S OF INVESTMENTS To TorAL EARNING Assers anp oF TiMe De-
posITs To ToTaL DeposITs oF THE STATE BANKS oF CHICAGO:
Dates o CarL, 1913-1928

Nevertheless, after 1916 when bonds to secure circulation came to
occupy a very slight place relative to their total holdings, the national
banks continued to report the relative position of United States Gov-
ernment securities notably high as compared with the state institutions.

When an analysis is made of bonds other than those of the Federal
Government, it is found that state, county, and municipal bond hold-
ings reported by the state banks occupied a gradually increasing po-
sition relative to the aggregate. In the middle of 1913 this class of
security comprised not quite 18 per cent of the total, while on June
30, 1928, these bonds constituted nearly 33 per cent of the aggregate.
This type of bond holding in the case of the nationals was a highly
{luctuating item, both absolutely and relatively.

Public utility and railroad bonds owned by the state-chartered
banks during the period studied came to occupy a steadily declining
position; this same tendency to rely less and less upon this class
of bonds for their investments account was seen also in the case of
the national banks, although it was not so pronounced, particularly
after 1921,

It was pointed out above that at least since 1913 there has been
little or no relation between the year-to-year movement of time de-
posits on the one hand, and that of security holdings on the other,
reported by the large nationals of Chicago. These banks function
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as commercial banks as exclusively as any group, and tendencies in
their data may be regarded as representative of institutions of that
type. When the ratios of time deposits to total deposits and the
ratios of investments to aggregate earning assets of the state banks
are plotted (Chart 9), here likewise, no uniform course has appeared
to have taken place® From 1913 through .1917 the time deposits
of these latter banks declined from approximately 50 per cent of
the entire deposits to 40 per cent. No such change took place in the
relative position of investments to total earning assets. Neither did
the ratios of the two series tend to parallel each other after 1920;
during a considerable portion of this period there appeared to be an
inverse movement.

It appears in the instance of the state-chartered institutions, as
well as in that of the nationals, that while there was likely a relation
between the movements of the relative positions of the two series,
time deposits and investments, over long periods, no regular short
time parallel movements can be said to have existed.

It 1s interesting to observe that the proportion of time deposits
to aggregate deposits in the case of the state banks was, throughout
the period, many times that reported by the national banks,

When an analysis is made of the ratios of total earning assets to
aggregate resources as reported by the national and state banks, it is
found that a significantly larger portion of the resources were income
vielding in the case of the latter institutions, From 1913 to 1928, inclu-
sive, the earning assets of the state banks ranged from a low of 71.6
per cent early in 1913 to a high of 83.4 per cent on June 30, 1928. The
national banks reported their earning assets to be as low as 60.7 per
‘cent of aggregate resources in the middle of 1920, and the highest
reached during the period was a trifle under 80 per cent in 1928.

In the case of both the national and state banks, by far the largest
non-income-yielding assets are the reserve items, comprising cash on
hand, legal reserve with the Federal reserve bank, or, in the case of
non-member banks, reserve deposited with reserve agents, and items
in the process of collection.® While in the course of the sixteen-year

®The break in the time deposits ratio curve is caused from the fact that
bctyk«n the latter part of 1917 and the beginning of 1921 the state banks in
their reports did not differentiate between demand and time deposits.

®Other assets than reserve which were considered as non-earning items in-
cludvd‘ bank buildings with equipment and what the banks usually class as “other
assets” It is true that reserve deposited with reserve agents, that is, approved
tunks, often does vield 2 low rate of interest and to that extent might be con-
sidered an earning asset. Cf. Watkins, L. L, “Bankers' Balances,” Chapters 8
and 9 Deposits in other banks, that 15, “due from banks,” bowever, are not
mcluded with income-yielding resources in this analysis.
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TasLe XI

AMOUNT OF LoANS AND INVESTMENTS REPORTED BY ALL Banks IN CHICAGO ON
DatEs oF CaLl NEAResT THE MIDDLE AND CLOSE oF Eacu YEar

Amount of Loans Amount of Investments
in Millions in Millions
Year
June 30 December 31 June 30 December 31

$ 690 $ 673 $162 $165
710 664 162 192
723 804 168 178
883 962 179 178
980 990 203 233
1024 1050 284 293
1120 1331 350 36
1431 1428 272 266
1402 1317 266 37
1360 1414 428 496
1476 1509 495 478
1543 1644 534 614
1715 1803 572 583
1822 1893 603 553
1910 1965 637 657
2052 2120 699 644

period a notable decline occurred in the relative position of these assets
for both groups of banks, yet they remained considerably higher in
the case of the nationals, as just pointed out,

The fact that earning assets are relatively larger for the state
banks is, in all probability, due to the legal reserve requirements.*®
At present the state institutions are required to maintain a 15 per
cent reserve against deposits. As to what portion of this reserve must
be kept in the banks’ own vaults, the law does not specify; that a large
percentage of it is deposited with reserve agents including the Federal
reserve bank is to be taken for granted. The group of large nationals
in Chicago are required to keep a reserve on deposit with the Reserve
bank of 13 per cent against their net demand deposits and 3 per cent
against time deposits. In addition to this, they must have a sufficient
amount of cash on hand to meet the day-to-day demands on the
part of their customers® The legal reserve and such cash reserve as

_ ®The state banks are required to maintain a reserve of 15 per cent against
time deposits as well as against demand deposits, whereas the reserve require-
ment for time deposits in the case of the nationals is only 3 per cent. Further-
more, a considerably larger portion of the aggregate deposits of the state
mstitutions are time deposits. Nevertheless, it is thought that the general con-
clusions stated above are only slightly to be modified by the reserve require-
ments indicated here. .

_ ™t is 1o be noted that the other reserve city banks of Chicago (the group
of ghe smaller nationals) are required to maintain a reserve of 10 per cent
against demand deposits and 3 per cent against time deposits. However, these
smaller national banks, as was pointed out above, comprise only 8 per cent of
the total national bank resources of the City.
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Cuarr 10—InpEXES OF LoANS AND INVESTMENTS OF ALL CHICAGO BANKS: DATES
or CALL, 1914-1928 (Averace oF 1913 = 100)

experience shows to be necessary is probably somewhat in excess
of the 15 per cent reserve required of the state institutions. This
means that the non-earning assets relative to the aggregate in the case
of the nationals tend to be a little larger than in that of the state
banks.®

D. ALL CHICAGO BANKS

Only brief space will be devoted to the loans and investments
reported in the aggregate by all Chicago banks, both national and
state. As of December 31, 1928, earning assets amounted to the huge
total of 234 billions. Table XI shows that the loans outstanding at
the close of 1928 were in the amount of 2,120 millions as compared
with a figure not quite one-third as much at the end of 1913. During
this period of sixteen years security holdings increased from 162
millions to approximately 650 millions,

While both loans and investments of the Chicago banks took a
marked upward sweep since 1913, the former made the more steady
and uniform gain. Save for the relatively slight decline from 1920
through 1922, the upward movement was practically unbroken (Chart
10). Investments, on the other hand, took a very pronounced course
upward, yet the movement was marked by extraordinary fluctuations.
For example, at the first date of call in 1917 security holdings stood
at a figure 9 per cent above that of the 1913 average; by May, 1919,

®It is interesting 1o ohserve that the decline in the position of non-earning
assets from 1922 through 1928 which took place in the case of the national banks
was, in all probability, due in large measure to the rapid expansion in time
deposits which require only a 3 per cent reserve,
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CHarr 11—RaT108 oF InvEsTMENTS 10 TOTAL EARNING AsseTs oF ALL CHICAGO
Banks: Dates oF Carr, 1913-1928

these holdings were 2.6 times the 1913 figure. Again, by the fall of
1921 they had declined to a position of only 50 per cent above. And
within three years, again, they had doubled in amount.

Chart 11 shows the position of total investments relative to ag-
gregate earning assets for all of the banks as of each date of call
between 1913 and 1928. 1t will be observed that from the beginning of
1915 through 1916 security holdings lost in volume relative to loans
cutstanding. With 1917, however, they recovered, and in 1918 and
early 1919 with the demands for war finance they increased sharply.
Even more rapid was the decline in these holdings which had set in
by the middle of 1919; a year later the relative position of invest-
ments was at the early 1917 level, It is to be noted that a portion
of this decline in the ratios of security holdings to total earning assets
was due to a rather pronounced increase in loans during 1919 and
1920. Throughout the business depression years of 1921 and 1922,
and particularly the latter year, when there was a tendency for loans
and discounts to decline, investment holdings very rapidly advanced
from 16 per cent to a position of 26 per cent of aggregate earning
assets. From 1922 through 1928, security holdings averaged close to
23 per cent of the total. During these six years both security holdings
and loans were expanding in about equal degree.

The average yearly position for investments relative to all earning
assets reported by Chicago banks ranged from a low of 16 per cent
for 1920 to a high of 25 per cent for most of the years after 1922
(Table XII).



AN ANaLysis oF EARNING AsseTs oF CHICAGO BaNKs 43

TasLe XII

PERCENTAGES OF LOANS AND INVESTMENTS TO THE AGGREGATE EARNING ASSETS;
ALr CHICAGO BANKS: BASED ON YEARLY AVERAGE FIGURES, 1913-1928

Year Loans Investmente Investments
R 19 7
80 20 23
81 19 25
B3 17 26
83 17 25
78 12 24
76 24 25
B84 16 25
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Cuart 12—Ratios ofF EarniNG Assers 10 ToraL ResoUrces oF ALL CHICAGO
Baxks: Daiks or CaLr, 1913-1928

When the ratios of earning assets to aggregate resources for all
Chicago banks were plotted as of dates of call for the period, 1913-
1928, it was found that the course was unmistakably upward (Chart
12). Until 1918 loans and investments, that is, earning assets, com-
prised between 70 per cent and 72 per cent of the total assets. Be-
ginning about the middle of 1917 the relative position of these assets
tended to increase until in the spring of 1919 they aggregated a trifle
nore than three-quarters of the total. This expansion in the pro-
portion of resources which were income-yielding was probably in
part the result of the lowering of the reserve requirements for mem-
her banks as provided by the act of June 21, 1917. From the middle
of 1919 to June 30, 1920, however, a decline in the relative position
of earning assets from 75.2 per cent to 69.1 per cent took place;
this was brought about for the most part by a large increase in non-
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earning assets, Then there followed, beginning with the fall of 1919
and continuing for two years, a notable increase in the proportion of
loans and investments to aggregate assets; a change took place from
69.1 per cent to 782 per cent. This was accomplished by both an
expansion of loans and security holdings and a decline in non-earning
assets. After 1922 the earning asset ratios varied between 75 per
cent and 81 per cent of the total resources with a tendency toward
the higher position,

In 1913 of the average $100 of Chicago bank resources $71.60
were income-yielding; in 1928, $79.70 of every $100 were earning
assets.



IL A RATIO ANALYSIS OF EARNING ASSETS OF
INDIVIDUAL BANKS

A. INVESTMENTS IN RELATION TO TOTAL EARNING ASSETS

In the foregoing sections an analysis was made of loans and in-
vestments of Chicago banks by groups. The study, therefore, dealt
with aggregate data. The purpose now is to analyze the data of in-
dividual banks in Chicago to ascertain the relative position which in-
vestments occupy in the earning assets as reported by the respective
banks. An attempt is made to show the relation which has existed
between the ratios of security holdings and the size of the institutions,
The data as of two dates were studied, those of August 9, 1913, and
October 3, 1928, for the national banks; and those of October 22,
1913, and June 30, 1928, for the banks with state charters.*

National Banks

On the report date, August 9, 1913, there were 20 national banks
in Chicago. The resources of each institution were analyzed and the
ratio of the security holdings to total earning assets was determined.
Then the institutions were grouped according to size; six groups were
adopted according to the outstanding capital stock: (1) those having
a capital of less than $200,000; (2) those with $200,000 and under
$400,000; (3) those reporting $400,000 and under $600,000; (4) those
with $600,000 and under $800,000; (5) those having $800,000 and
under $1,000,000; and (6) those with $1,000,000 and over. Within
each group the high and the low ratios as well as the middle half
of the items were ascertained for each bank, thus showing the entire
range of the ratios and the extent to which they concentrated about
the middle item. The type of average emploved was that of the
median. Decause of the relatively small number of cases to be an-
alyzed, the median yields the most satisfactory results.®” Finally, as
1s shown in each of the following tables, the percentage of the ag-
gregate investments to the total earning assets for each group was
computed,

It will be observed from Table XIII that there was a wide spread in
the ratios of investments to aggregate earning assets in 1913. Consider-
ing all of the banks, investments were found to range from 4 per cent
10 almost 38 per cent of the total loans and investments, The 11 banks

"These dates were chosen because they represent roughly the beginning and
the cluse of the sixteen-year period used throughout the present study.

,;‘S« Bulletin No. 23, Bureau of Business Research, University of Illinois,
p 2L
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TasLe XIII
RATIOS OF INVESTMENTS TO TOTAL EARNING ASSETS
INpivipuaL NationaL Banks oF Chicaco, Avgust 9, 1913
(Grouped According to Outstanding Capital Stock)

$200,000 | $400,000 | $600.000 | $800,000
Under and under | and under | and under | and under | $1,000,000
b $800,000

$200,000 | 5100000 | $500,000 X $1,000,000 | and over
(11banks) | (1hank) | (None) | (1bank) | (Nome) | (7banks)
(Per cent) | (Per cent) (Per cent) (Per cent)
Lowest and highest of in-
dividual items. ...... 5.5~57.6 4.0-16.8
Middle 50% of items. ., .| 13.2-35.4 7.8—-1t.1
Median............... 251 27. 6.3 9.2
Aggregate  investments

tototaleamingamu‘ 25.2 27.7 6.3 12.1

—almost one-half of all the nationals—having a capital of less than
$200,000, reported the widest dispersion in the ratios, The average
position, that is, the median, of investments to the aggregate of loans
and investments for this group of smallest banks was 25.1 per cent;
in the next group, for banks with a capital stock of between $200,000
and $400,000, there was only one institution; and while its ratio—27.7
per cent—is shown as the median, an average has, of course, no im-
portance. This also applies to the fourth group in which there was
only one bank, the ratio in this instance being 6.3 per cent. Of the 7
banks with a capital of at least one million, only one reported invest-
ments constituting as much as 17 per cent of total earning assets; the
corresponding bank among those with least capital stock reported a
position of almost 58 per cent for security holdings. The median
position of securities for the former group was 9.2 per cent as com-
pared with 25.1 per cent for the group of the smallest banks. There
apparently was a definite tendency for the larger banks to show a
relatively low position for investments. It is true that in the case
of so few instances as are available in the national bank group, over-
emphasis ought not be given to any kind of average. However, when
a marked tendency is seen, not only in the average position but also
in the range of the highest and lowest of the ratios and the extent
to which they cluster about the average, the characteristic movement
is not without significance.

The same tendency for the largest banks to show a relatively
small portion of their earning assets to be in the form of security
holdings was apparent also in 1928 among the national banks {Table
XIV). Of the 36 banks at that time, 24 of them reported a capital
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TagrLE XIV
RATIOS OF INVESTMENTS TO TOTAL EARNING ASSETS
IxpivipuaL NaTionaL Banks oF CHicaco, Octoper 3, 1928
(Grouped According to Outstanding Capital Stock)

. $200000 | $400,000 1 $600.000 | $800.000 | o oo o0
Under and under | and under | and under | and under | 81 >
$200.000 | 540,000 $600,000 | $800,000 | §1,000.000 | and over
(1 bank) | (34 banks) | (2banks) | (None) | (i bank) | (8 banks)

(Percent) | (Per cent) (Per cent) (Per cent) | (Per cent)

Lowest and highest of| .

individual iteme. ., . . 28.1-79.9 | 13.3-24.8 §5.5-24.5

Middle 50% of itema...[ ... 36.1-62.9 | 13.3-24.8 8.2-23.3
Median.............. 45.0 40.3 19.1 47.9 16.5

Aggregate investments
to total earning assets| 45.6 48.3 20.1 47.9 17.8

of hetween $200,000 and $400,000; 8 had a capital of $1,000,000 and
over, The median position for security holdings of the smaller banks
was as high as 40.3 per cent, whereas the largest institutions averaged
16.5 per cent for investments. Not one of these latter banks showed
its securities to aggregate quite 25 per cent of its total earning assets;
one of the younger and smaller institutions, on the other hand, re-
ported close to 80 per cent of its earning assets to be in the form
of security holdings,

State Banks

October 22, 1913, there were 78 state-chartered banks in Chicago.
Scventy-five of these were used in the analysis of earning assets.
Table XV shows the ratios of investments to aggregate earning assets
of these individual banks grouped according to size. There was a
rather marked tendency for the institutions in the first three groups
1o show a declining percentage of earning assets in the form of in-
vestments as the typical bank increased in size. The smallest banks,
those with a capital of less than $200,000, showed the median position
for security holdings to be approximately 31 per cent; those with a
capital of between $200,000 and $400,000, a trifle more than 13 per
cent; and those in the next size group, approximately 11 per cent.
This movement, however, was broken in the case of the largest banks
which showed an average of close to 23 per cent for securities. Thus,
for the first three groups there existed very clearly the same tendency
is characterized the national banks. The high position shown for
mvestments by the group of largest banks is in part explained by
the fact that at icast three of this group were large trust and savings
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TapLE XV
RaTios oF INVESTMENTS TO TorAL EARNING ASSETS
InpiviovaL State BANks oF CHicaco, OcToBER 22, 1913
{Grouped According to Outstanding Capital Stock)

$200,000 $400,000 | $600,000 | $800,000

Under | ang under | and under | and under | and under [ $1.000,000
400,000 $600,000 | $800,000 |$1,000,000| and over

(4banks) | (47 banks) | (8 banks) | (Nome) | (None) | (16 banke)

(Per cent) | (Percent) | (Per cent) (Per cent)
Lowest and highest of
individual items.....| 3.4~46.9 | 0.8~36.8 ; 1.8-27.9 2.0-47.9
Middle 50% of items...| 8.6-44.5 } 7.6-20.3 | 2.8-17.7 11.9-32.8
Median.........co00 30.9 13,1 11.2 22.7
Aggregate investments
to total earning assets) 33.3 16.4 12.1 26.0

banks affiliated with important nationals. It would follow in these
cases that a relatively large portion of the earning assets would be
in the form of security holdings. However, making allowance for
these latter banks, the tendency for the typical bank as it became
larger to hold relatively less of investments was somewhat broken
by the situation existing in the case of the remaining thirteen in the
class of the largest institutions,

The state banks were also analyzed as of June 30, 1928; at this
time 189 were reported by the State Auditor of Public Accounts.
It is clear that the data of this later date showed little or no tendency
for the investment ratio to vary in a uniform fashion with the size
of the bank (Table XVTI).

The 26 institutions with a capital of less than $200,000 showed an
average position of security holdings of 327 per cent of total earning
assets. This group exhibited a very wide range in the investment
ratios of the individual banks. One bank reported its security hold-
ings to aggregate only 6.5 per cent of the earning assets, while another
showed as much as 86.6 per cent for securities. The next largest
group had an average position for investments of 28.8 per cent. For
the two following classes, however, an increase took place in the aver-
age of the investment ratios. Those banks with a capital of at least
one million showed the lowest relative position for security holdings.

The state bank analysis shows that since 1913 a very significant
gain was made in the ratio of investments to total earning assets for

*Five of these banks were omitted in the analysis of the present section
as most of them did not function as independent institutions,
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TasLe XVI
RaTIOS OF INVESTMENTS TO ToTAL EARNING ASSETS
Inpivipuar StaTE Banks or CuHicaco, JUNE 30, 1928
(Grouped According to Outstanding Capital Stock)

. $200000 | $400000 | $600.000 | $800000 | o o
Undet and under | and undet | and under |and under o
$200.000 400,000 | $600,000 | $800,000 |$1,000000( andover

$400, X !
(20 banks) | (102 banks) | (19 banks) | (16 banks) | (1bank) | (20 banke)

(Per cent) (Per cent) (Percent) | (Percent) | (Percent)| (Percent)
Lowest and high-
est of individual

items. ........ 65-86.6| 5.4-82.1{ 6.1-68.6| 14.9-59.6 $.7-55.9
Middle 50%, of|

items. ..., .- 21.1-51.5 [ 19.4~37.1 ] 15.2-40.3 | 20.5~-34.8 14.8-41.0
Median......... 2.1 28.8 30.6 33.3 38.4 4.5

Aggregate invest-
ments to total
earning assets.. 37.4 21 26.6 30.5 38.4 27.3

cach of the groups except those of the smallest and the largest banks,
Disregarding the smallest bank group in 1913, which included only 4
institutions, it appears that, while the largest banks changed but little
their security holdings in relation to total earning assets, the banks in
the other groups gave quite uniformly a larger and larger place to
investments, Many of the smaller outlying banks came to cater very
extensively to savings accounts, and a large portxon of their resources
was in the form of bonds.

This tendency between 1913 and 1928 for security holdings to bulk
relatively large in the case of the individual banks is likewise to be
observed in the data of the national banks. These institutions evi-
denced this movement, however, not only for the smaller groups but
for the largest banks as well,

It is apparent that, as the typical national bank increases in size,
investments are given a relatively smaller place among its assets. This
characteristic movement has not been so clear among the state in-
stitutions ; at the present time (as of June 30, 1928) there cannot be
said to exist any uniform relation between the size of the state-char-

tered bank and the position of investments to the aggregate earning
assets,



III. SUMMARY

Loans and investments comprise the earning assets of banks and
an analysis of them indicates the nature of the employment of the
funds which are available in the money market.

Following the same plan as adopted in the preceding bulletins of
the money market series, the banks in Chicago were grouped as to
the central reserve city banks—the largest of the nationals; all na-
tional banks, including the small outlying institutions; the state banks;
and all the banks as a whole. Outstanding loans reported by the
largest national banks expanded from 323 millions in the middle of
1913 to almost 825 millions at the close of 1928; security holdings in-
creased from 45 millions to 167 millions. During the past sixteen
years there was a tendency, although not an unbroken one, for the
investments of these banks to increase somewhat more rapidly than
loans. They showed a relatively lower position for investments
throughout the period studied than did the corresponding group in
New York. '

Since 1917 the Chicago banks reported loans secured by stock
collateral to comprise a growing proportion of their aggregate loans;
the relative position of ordinary commercial loans, on the other hand,
declined in an approximately equal degree. Their stock collateral
loans held a notably smaller place than in the case of the New York
institutions until the last two or three years of the period. Their
demand loans rose from a position of 23 per cent of all loans in 1913
to one of almost 39 per cent in the middle of 1928. This tendency
together with the relative decline in the volume of paper eligible for
rediscount points to the fact that an increasing volume of money
market funds was used to finance stock exchange trapsactions.

Of the total investment holdings of the group of large Chicago
nationals, securities of the United States Government constituted from
35 per cent to 71 per cent, barring one year. There was a tendency
since 1918 for these banks to have smaller holdings of these obligations
relative to the aggregate than for the New York banks,

An analysis of the year-to-year movements of time deposits on
the one hand and investments on the other shows that from 1913
through 1928 very little correlation existed between the two series.
However, after 1921 both time deposits and security holdings ex-
panded, and correlation was apparently greatest. This situation was
similar to that of the New York banks, whose reports likewise showed

50
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a low correlation between the year-to-year movements of the two
series,

The outlying national banks of Chicago numbered 27 at the close
of 1928 as compared with 10 in the group of the largest nationals.
Both the loans and investments of these smaller banks had a notable
expansion, Security holdings reported by them bulked relatively large
in the aggregate earning assets, larger than in the case of the former
group of banks. The rather marked increase in loans secured by stock
collateral indicated that the smaller institutions pursued much the
same course in lending as did the down-town banks. As for invest-
ments, these banks showed considerably less of their securities in the
form of United States Government obligations than the former banks.

At the close of 1928 approximately 85 per cent of the banks in
Chicago were state-chartered institutions, and they represented 58
per cent of the aggregate bank resources. Their loans since 1913 tock
a marked upward course and the movement was more regular and
less broken than that of the nationals, Security holdings reported by
the former banks likewise showed comparatively minor fluctuations.
While these holdings relative to total earning assets followed the same
general tendency for the two groups of banks, the state banks showed
investments to occupy a considerably higher position.

Ratios of stock collateral loans to aggregate loans in the case
of the state institutions throughout the period studied tended to be
much larger than in that of the nationals. Furthermore, the former
hanks showed these ratios to be relatively constant.

When an analysis of investments is made, it is found that the
national banks of Chicago showed a significantly larger place for -
United States Government bonds than did the state banks. These obli-
gations in the case of the former institutions comprised during the
sixteen years studied approximately from 12 per cent to 71 per cent
of the aggregate security holdings as compared with 1, of one per
cent to 46 per cent in that of the state-chartered banks.

No more consistent year-to-year relation between the movements
of time deposits and investments was found to exist in the data of
the state banks than in those of the national.

A considerably larger proportion of the aggregate assets of the
state institutions whs income-yielding than in the case of the national
banks; this is to be noted from the fact that from 1913 to 1928 the
former showed between 72 per cent and 83 per cent of all their
resources to be in the class of earning assets. The latter banks re-
ported these assets to range from approximately 61 per cent to 80
per cent of the total. For Chicago banks as a group there was a
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rather definite tendency, at least since 1913, for an increasing propor-
tion of their aggregate resources to be income-yielding,

A study of the earning assets data of individual banks in Chi-
cago shows that there was a tendency for the smaller institutions
among the national banks to report a relatively high place for security
holdings as compared with the large banks. This tendency was found
to prevail in 1913 when the group of smallest nationals showed a
median position of approximately 25 per cent for securities, and the
largest banks, 9 per cent; and again in 1928 with 40 per cent and 16
per cent, respectively. This characteristic relation between the size
of bank and the relative position of investments was by no means
so well marked in the case of the state-chartered institutions,



APPENDIX A

EARNING ASSETS OF CHICAGO BANKS

(a) Earning Assets of Central Reserve City Banks of Chicago:
Dates of Call, 1913-1928

(000 omitted)
" Percentage
Earning Asects Total of Earning
Date of Call R o8 Assets to
Total
Loans Investments Total Resources
$321,079 $45,743 $366,822 $567,038 64.7
334,221 45,506 379,727 555,543 68 .4
322,828 44,885 367,410 551,103 66.7
329,194 43,906 373,007 545,205 68. 4
330,242 44,241 374,483 560,687 06.8
301,924 47,664 349,588 559,046 625
335,947 46,392 382,329 617,652 61.9
335,804 37,909 373,113 5064 ,8%6 66.2
319,049 74,007 393,116 587,990 66.9
304,774 75,579 380,353 559,425 68.0
321,234 50,379 371,613 553,961 67.1
340,524 40,58¢ 381,105 606,373 62.8
356,192 41,655 397,847 636,085 64.6
347,811 42,631 390,442 590,132 06.2
361,210 42,435 403,645 628,391 64.2
383,502 44 849 428,351 643,438 66.6
390,827 43,106 433,933 655,136 66.2
427,987 44,059 472,016 715,018 66.0
424,795 41,347 466,142 719,620 64.8
429,645 35,288 464,930 668,812 0.5
450,458 37,821 488,279 729,657 66.9
478,827 39,132 517,959 776,877 66,7
473,579 36,577 510,156 762,353 66.9
Mar, §......, 505,445 34,026 540,371 825,752 65.4
487,242 37,495 524,737 799,206 65.7
471,903 §2,891 524,854 774,836 67.7
472,621 47,726 520,347 754,723 68.9
500,463 69,791 §76,254 827,883 69.6
503,978 65,295 509,273 864,799 65.8
510,983 75,230 SR6,213 881,686 66.5
510,836 89,700 600,536 887,549 67.7
534,009 96,445 03t,114 873,089 2.3
552,348 110,963 663,311 914,401 72.8
558,147 143,928 702,078 981,290 s
530,080 93,590 624,270 920,507 67.8
1919;
Mat. 4 509,612 186,299 665 911 949,279 70.1
Mav 12, $10,9%8 167,872 663,860 953,438 70.2
June 30, §48, 248 137,132 685,420 941,333 9.8
Sept. 120, 8§77 ,400 136,203 713,753 1,037,456 68 8
Nov 17, SRY 03 110,010 692,109 1,061,229 65.2
Dec. 31, 600,021 99,780 700,401 1,110,933 63.6
1020:
Feb, 28, 638 36 04 697 735,023 1,113 926 66.0
Mav 4 . 615008 1 90,210 707,288 1,124,873 6.9
June 30 | 73,233 677,408 1,130,962 59.9
St KL L 62 4R 085,074 1,007,024 625
Nov. 1§, L6200 630,627 1,074,767 0.5
Dex. 29 LS00 635,111 1,039,094 61.1
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i Percentage

Earning Assets Total of Earning

Date of Call Resources Assets to
Total

Loans Investments Total Resources
$603,166 $53,994 $657,160 $980,376 67.0
576,236 52,444 628,680 946,446 66.4
567,562 49,534 617,096 919,768 67.1
574,325 43,387 617,712 876,540 70.5
543,282 54,995 598,237 847,633 70.6
587,781 61,841 649,622 BK5,005 3.4
547,232 88,287 635,519 872,305 72.9
542,973 82,816 625,789 876,707 71.4
576,374 96,940 673,314 929,561 72.4
551,548 130,276 631,824 963,862 70.7
560,834 122,518 683,352 956,695 71.4
554,599 114,750 669,349 924,241 72.4
599,855 115,185 715,040 988,691 72.3
590,151 126,602 716,753 1,014,390 70.7
575,552 116,138 691,690 935,779 73.9
602,876 127,998 730,874 1,055,309 69.3
633,781 114,849 748,630 1,011,614 74.0
588,709 125,185 713,894 1,003,729 7.1
581,011 117,639 698,650 994,055 70.3
R 109,349 717,996 1,018,956 70.5
630,566 106,284 736,850 1,014,287 72.6
635,973 105,338 761,311 1,083,796 72.2
622,190 104,414 726,604 999,704 72.7
644,502 115,110 759,612 1,042,860 72.8
669,048 98,016 767,064 1,063,334 7.1
637,519 128,566 766,085 1,020,568 5.1
136,334 811,984 1,105,824 73.4
124,216 829,224 1,112,154 74.6
184,328 929,538 1,240,485 4.9
191,894 905,623 1,195,959 75.7
185,367 988,273 1,318,475 75.0
183,957 1,034,583 1,334,511 71.8
166,992 990,743 1,371,002 72.3

(b) Earning Assets of Other Reserve City Banks of Chicago:
Dates of Call, 1918-1928
(000 omitted)

Earning Aseets Percentage

Total of Earning

Date of Call Agseta to
\\ Resources Total

i Loans Investments Total Resources
$11,178 $ 8,073 $19,251 $24,221 9.5
11,806 9,427 21,323 26,034 81.9
13,785 9,860 23,645 28,595 B2.7
14,424 10,655 25,079 30,168 83.1
14,625 11,151 25,776 130,941 83.3
16,469 11,424 27,893 33,517 83.2
17,423 11,103 28,526 35,417 80.5
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Earning Aseets L o‘"""“i‘"

Total AEam‘:,‘
Date of Call Reworrces mrom

Loans Investments Total rees
$19,585 $10,928 $30,513 $36,736 83.1
22,023 11,512 33,533 40,84 82.1
22,667 10,851 33,518 40,816 821
23,129 11,282 34,411 42,179 81.6
23,931 12,459 36,390 43,506 836
22,546 13,503 36,049 44,208 Bl.4
22,956 14,537 37,493 45,136 83.1
22,970 15,784 38,754 45,827 84.6
22,929 16,412 39,341 . 84.1
22,287 16,228 38,485 46,083 83.5
20,677 17,499 38,176 46,178 8.7
19,994 18,768 38,759 46,636 83.1
19,929 20,115 . 47,308 846
21,118 23,399 45,117 §5,087 81.9
22,654 24,995 47,649 57,645 82.7
22,627 26,741 49,368 60,829 81.2
24,607 28,250 52,956 64,740 81.8
26,139 29,151 55,290 67,528 81.9
28,519 29,614 8,133 70,303 82.6
27,601 31,322 58,923 72,963 80.8
29,078 31,859 60,932 75,358 80.9
29,372 32,793 62,165 76,557 81.2
27,763 35,086 62,849 78,370 80.2
27,428 36,130 63,555 80,060 9.4
29,981 35,615 65,596 81,965 80.0
31,407 36,148 67,552 84,383 80.1
33,599 35,712 69,311 84,312 822
37,684 38,497 76,181 94,722 80.4
38,816 39,460 8,276 97,139 80.6
39,739 39,812 79,551 99,082 80.3
39,002 38,024 77,066 96,772 .19.6
39,015 38,768 78,683 94,810 83.0
40,781 38,191 78,973 95,724 82.5
39,921 37,588 . 96,563 80.3
40,287 38,534 78,821 97,008 81.3
41,009 39,702 80,711 98,458 82.0
43,433 41,724 85,157 102,905 82.8
44,786 4116 85,002 104,136 82§
83,917 46,043 99,900 121,871 82.0
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(c) Earning Assets of State Banks of Chicago:
Dates of Call, 1913-1928
(000 omitted)
Earning Assets Pe"?“‘?le-

Total of Earning

Date of Call ota Assets to
Regources Total

Loans Investments Total Resources
$353,991 $116,465 $470,456 $621,594 75.7
327,051 116,366 443,417 619,116 71.6
367,801 117,229 485,030 629,145 77.1
363,081 115,996 479,077 624,343 76.7
370,015 117,589 487,604 630,935 71.3
370,932 117,238 488,170 638,112 76.5
369,511 121,143 490,654 644,416 76.1
373,886 123,624 497,510 655,532 5.9
361,748 116,995 478,743 634,362 75.5
359,510 116,755 476,265 621,627 76.6
366,401 120,061 486,462 643,122 75.6
368,640 123,691 492,331 651,327 75.6
375,411 125,663 501,074 675,107 74.2
379,389 126,086 505,475 694,196 72.8
391,033 128,331 519,364 719,296 72.2
413,442 134,687 548,129 747,421 73.3
424,237 142,259 566,496 711,481 73.4
458,102 143,339 601,441 801,334 75.1
461,257 137,969 599,226 799,524 74.9
483,472 139,005 622,477 834,924 74.6
488,309 140,922 629,231 851,924 73.9
502,701 144,721 647,422 880,849 73.5
507,715 150,376 658,091 864,134 76.2
490,470 148,267 638,737 835,105 76.5
483,189 163,591 646,780 848,416 76.2
471,631 167,454 639,085 833,088 76.6
480,111 189,857 669,968 864,817 77.5
489,608 187,957 677,565 891,033 76.0
492,160 230,490 722,650 934,996 77.3
508,589 190,989 699,578 949,476 73.7
530,764 239,515 770,279 976,952 78.8
576,871 249,844 826,721 1,037,995 79.6
616,877 241,949 858,826 1,107,849 77.5
666,52 219,935 £86,460 1,123,774 78.9
699,800 207,982 907,782 1,144,801 79.3
706,576 205,136 911,712 1,203,125 75.8
751,860 195,325 947,185 1,234,406 76.7
790,703 195,315 986,018 1,280,288 77.0
803,680 187,780 991,460 1,293,385 76.1
815,304 185,644 1,000,945 1,293,986 77.4
812,307 191,664 1,003,971 1,292,185 7.7
781,503 199,485 980,988 1,306,801 5.1
797,302 201,960 999,262 1,266,834 78.9
811,358 200,185 1,011,543 1,288,482 78.5
817,641 183,682 1,001,323 1,261,719 79.4
752,849 254,702 1,007,551 1,288,549 78.2
772,052 251,750 1,023,802 1,281,487 79.9
820,497 270,670 1,091,167 1,352,603 80.7
795,249 321,411 1,116,660 1,407,990 79.3
804,351 341,953 1,146,304 1,400,788 81.8
839,684 339,481 1,179,165 1,494,092 8.9
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; Percentage
Earning Assets Total of Earning
Date of Call Resources Asﬁz ltu
Loans Investments Total Resources
1923:
Apr. 3 ... ... $881,198 $359,224 $1,240,422 $1,549,659 §0.90
June 30.. ... 895,103 351,345 1,246,448 1,553,442 #0.2
Sept. 14..... R61,6066 . 323,880 1,185,582 1,462,281 81.1
Dec. 31... .. 891,656 320,436 1,212,092 1,540,523 78.1
1924:
Mar. 3)..... 892,981 342,395 1,235,376 1,522,803 811
June 30.. ... 910,410 372,855 1,283,265 1,633,174 78.6
Oct. 10, ... 1,014,843 444,218 1,459,061 1,796,602 81.2
. 1,027,575 452,519 1,480,094 1,847,079 80.1
1,029,181 460,474 1,489,655 1,847,724 $0.6
1,075,291 426,526 1,501,817 1,926,595 789
1,106,984 429,704 1,536,688 1,901,987 80.8
1,109,712 439,515 1,549,227 1,934,711 80.1
1,115,804 429,256 1,545,150 1,915,734 80.7
1,138,158 448,036 1,586,191 1,978,576 80.2
1,173,040 441,182 1,614,222 1,970,132 81.9
1,185,160 417,242 1,602,402 2,013,347 79.6
1,156,443 457,776 1,614,219 1,968,628 82.0
1,193,274 462,634 1,655,908 1,997,594 82.9
1,253,759 459,198 1,712,957 2,071,455 82.7
1,179,232 434,146 1,613,378 2,004,386 80.5
1928:
Feb, 280, .. 1,167,908 449,292 1,617,197 1,949,017 83.0
June 30. .. .. 1,205,518 472,186 1,677,704 2,011,148 83 4
Oct. 3., 1,210,423 424,839 1,635,262 1,965,767 83.2
Dec. 31., 1,242,230 430,814 1,673,044 2,066,237 81.0




LoaNs AND INVESTMENTS OF BANKS.

APPENDIX B

AVERAGE YEARLY FIGURES

SELECTED YEARS.

(000 omitted)
1913 1920 1928
Groups of Banks Per Per Per
Cent Cent Cent
Amount Amount of Amount of
Total Total Total
Chicago Banks:
(a) Central Reserve City
OANS. ...\ riens | 8327,452 58 $607,870 89 $797,753 81
Investments. 44,856 12 74,283 1 182,053 19
Tota! Earning Asseta 372,308 100 682,153 100 979,806 100
(b} Other Reserve Clty
Loans....... .. . 22,366 66 45,786 52
lnveslmenu . 11,756 34 42,146 48
Total Earning Assets 34,122 100 87,932 100
{¢) All National
Loans. ... .. [T 327,452 88 630,237 88 843,539 79
Investments. .. .... 44,856 12 86,039 12 224,199 2
Total Earning Assets| 372,308 100 116,276 100 | 1,067,738 100
(d) State Banks
Loans............. 356,388 75 782,081 80 1,206,519 13
[ ,lnveulmenla 116,729 25 192,801 20 ,283 27
. Topal Earmng Aaseu 413,17 100 974,882 100 1,650,802 100
New York Binks
(a) Central Rederve City
Loans. .. 919,922 80 | 2,600,803 81 | 2,754,878 72
232,066 20 592,611 19 1,051,322 28
1,151,988 100 | 3,193,414 100 | 3,806,200 100
17,470 73 30,184 80 59,203 73
6,482 27 7,369 20 21,492 27
Total Earning Assets 23,952 100 37,553 100 80,695 100
Country Banks of the United
States: -
Loans............ 3,194,044 73 | 5,522,799 69 | 6,455,787 63
Investments....... 1,151,800 27 | 2,499,420 31 | 3,743,668 37
Total Earning Assets| 4,345,844 100 | 8,022,219 100 10,200,455 100




APPENDIX C

NumBeR of NATIONAL BANKS IN THE UNITED STATES

Central Reserve Cities

Year Entire Other
(June 30) Tnited Reserve Country

States | New York| Chicago | St. Louis Cities

7488 36 9 7 s hava)

7528 33 9 7 n 7158

7605 33 9 1 27 7229

7579 33 10 7 315 m4

7604 33 11 7 324 229

7705 49 23 6 354 7273

7788 3 9 7 363 7378

8030 31 9 5 373 7612

8154 30 11 5 314 1734

8249 31 9 9 373 7827

8241 31 12 o 378 7823

8085 34 15 363 7673

8072 a3 14 369 656

7978 25 11 365 7577

7796 23 12 360 740

7635 22 10 359 7244

*December 31,

tCeased to be a central reserve city July 1, 1922,
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