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F~NCT~S OF TF~ CON~E~CI~L NATIONAL E%NK 

Leeture~ by Mr. Joshua E~ans, Jr. 

Colone l  C a r t  s ~ e ~  t o  t n d l c a t e  t h a t  y ~  a r e  under  ~ r e a t  

debt to me for comln~ do~ her~ to talk. As I have wrltten to him and 

tO ~he Assistant Secretary, I look upon this as ~n opportunlty for 

service and each year as the oecasxon arises it ~Ives me a better chance 

to Improve and in making any improvement it redonnds to my person~! 

benefi~ and to our institution. Lass year I su~ested that I thought 

the best results could be obtained If, instead of tz~m~ to make a set 

speech, I talked %0 you lar~8 ~ in a conversational way, and that will be 

prac~zoe today. 

B~nks may be divided xnto four ~roups - sav~n~s, co~mercxal~ 

~rust oompanles and investment banks or xnvestment houses. Strictly 

spea~g, a savin@s bank @athers and xnvStes the savings of the community 

and those savings are invested xn mortgages, bonds and securitxes of a 

type which may be prescrxbe~ in the state or jurlsdiotion in which the 

institutlen operates. That type of bank under no circumstances should 

fail. it ~athers the savln~s of the people and it Is not supposed to ~o 

xnto commercxal fxelds where bus~nesa risks, or what we call economic 

business risks are taken. The method of ~nvestxn E its funds is one that 

requxres r~id aRRerence to the type of securlty tha~ is purchased. Time 

is given the bank in which to meet the demands od its deposxtors xn the 

event the bank should requxre that time and consequently there is no 

ocsasion for the officers of the ban~ to buy or ~nvest the funds in any 

class of seouritles that weald produce more than the most conservative 

rate of interest. In ~ew York some of the savir~s banks have increased 

their rates of xnteres~ from 4 to 4~ because they are feelxn~ the call 
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of the steak market and consequently their depOslts have decreased in 

mqny Instances rather than Increased. ~evertheless, they st111 want 

to keep their investm@ntm beuked by assets that wont melt away. In other 

words, they have mortgages maimly. They are makin~ a study now as to 

whether, and to wh~t extent, they might be permltte~ to buy Treasury stocks 

~ d  p o s s i b l y  c e r t a i n  t y p e s  o f  common s t o c k s  because  t h e  eoonomls t s  a r e  

beglnnin~ tO take a different v~swpolnt as to the des~rablhty or lack of 

desxrabillty on the part of investors to putti~ money into the common 

stocks of ~ndustries and manufa~turin~ c o n c e r n s  that are sound and where 

t h e r e  i s  a l a r g e  e q u i t y  behxnd t h e s e  s t o c k s .  Xou a l l  read  t h e  newspapers  

and know what is going on ~n the market. For two or three years the 

bankers ar~ economists have been  wonderin~ when stocks will reach the 

point that 16 entlrely too h~gh and the results in the stock market have 

been pretty much the same as those at the be~nn~n K of the ~ar. When 

the war broke out exchange went a~alnst us and there was great apprehension 

on the part of b~nkers as to whether they should continue dealln~ in 

f o r e i g n  embhau~e. (Conversation bet. Mr. Jardlne & ~r. Stillman deleted) 

The commerc ia l  bank 1+s a Bank t h a t  i s  supposed t o  look  a f t e r  

the commercial needs of the mommunlty. It gathers the deposlts that it 

man ~et from ell sources. It makes a play for the savings class because 

it has a savin~s department. It appeals to the investment class askin~ 

the investment ~roup to put their money with it pendln~ relnvestment. 

It goes out to the bus~ness man and ~ndumes h~m to carry a balance ~n 

the bank so that when he wants credit he san make a claim on the bank 

for ssslstance ~n that connection. We see the Commercial bank gets ~ts 

money from all classes fo de~itors but ~n the main it is expeeted to 
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l o a n  i t s  money o n l y  t o  t h e  v i s a 6  o f  b o r r o w e r s  who u s e  t h e  money f o r  

business operatlens and ~xve the bank paper ~hat ~ill be self-liquidating 

because the aommercial bank, as contrasted with the savings bank, must 

pay ~ t s  ~ e @ p s t t o r s  on d _em~d. I f  a l l  t ~ e  d e p p s t t o r s  came i n t o  t h e  bank  a t  

one ~time t h e  bank would c l o s e  t h a t  a f t e r n o o n .  I t  h a s  been  s a i d  t h a t  if 2% 

of the depositors o~ banks should at one tzme ask f o r  their money the bank 

could pay it out wxth~lit%~e dlffi~ulty. ~If 2% more should come in they 

would, by resortin~ to the deppeits which the bank had in the Federal Reserve 

Bank~ be able to meet their demands but after that ~t would probably be the 

greatest panic that wa~ ever seen. That illustrat~on is made to show you 

how much the buslness of the country and xts development depends upon falth - 

the falt~ that one buslness man has in another. 92% of the buslness of the 

country is" transacts@ on credit. Credit is the falth tha~ one man has in the 

t Inte~re y and capacity of the other fellew. Old J. P. Morgan ~s always 

quoted as saying he pissed greater stress ~ upon the character, cap, city 

and c a p i t a l  - c h a r a c t e r  o f  t h e  i n d l v l d u a l ,  c a p a c i t y  meaning  c a p a b i l i t y  t o  

conduct business, and capital, the or~i~al backing that you have in the way 

ef plant or fixed assets. He said that of those three character was the 

most ~mportan~. I guest~on whether Mr. ~organ, were he alive today, would 

loan the stupendous sums of money that are demanded by Andiv~duals and 

corporations today on characte~ alone. In these days when the b~g Institutions 

deal ~n m111~ons, ~apltal in the way of fixed assets is the most ~mportant. 

That is what  the banker would rely on - What the man has xn substantial assets 

a t  the time he ask for h~s ~on~. 

The ~ommerelal bank must keep its assets liquid. It must have a 

l a r ~ e r  amount  o f  ~ash  t h a ~  xs c a r r i e d  b> t h e  s a v i n g s  bank .  ~ t  ~ u s t  have  i t s  

b i l l s  r e c e i v a b l e  o f  s h o ~ t  ~ rm  ~nd s e l f - l i q u i d a t ~ n g .  I n  t h e o r y ,  when a man 
r 
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borrows $50,000. thls IS what h~ppens. ~e eays  he  n e e ~  $50,000. t o  

stock up ~or Christmas and by the t~me the nots falls due he will have 

~sold the goods and have been pald for it and the money will be ~n the bank 

ready to glseharge the obligat~om whxoh comes due - say ~n ~, 4 or ~ months. 

In practice, the notes are renewed many t~me if ~here ~s a reaso~abie 

curtail, but then, in the types of investments the ce~merclal bank w~ll 

make, and every hank maintains ~n its portfolio somelGovern~ent securities, 

these can be taken to the Federal Reserve Bank and reallzed upon 3ust the 

same as cQmmeroia l  p a p e r .  

Th~n they will buy short-term~bonds, or outside paper - paper 

that is no~ affected by the busines~ trend of the communlty and If 

de~p~i~s should go down they will call in first the outside paper - that 

paper the collection ~ef ~h ioh  would n o t  have any demoraliz~n~ effect 

u ~ n  t h e  l ~ a l i t y o  I f  t h e  d e p o s i t s  g~o down f u r t h e r  t h e y  would c o n v e r t  

some of the short term seoutirles that they have. Ir tnere is still a 

f u ~ h e r  d e c l i n e  t h e y  would r e d i s c o u n t  some o f  t h e i r  paper  w i t h  t h e  F e d e r a l  

Re~erv~ Bank. Then, if it looks as if there is a business depresslon 

comln~ alen~ they scan  their assets and all banks have some that are frozen, 

and scow hat can be done to expedite liquidation of those assets. The 

commercial bank must keep its assets in liquid form qulckly convertible into 
J 

cash because the depositors have the r:~ht t o  call for their funds upon 

demand and they expect t o  get them, whereas the saE~n~s banks have 60 days 

n o t i c e °  

Another olala of flnanoisl inatltution Is the trust company. 

That is a misnomer. Most trust companies today operate pretty much as 

commerc ia l  banks ,  t h a t  i s ,  t h e y  do t h e  c l a s e  o f  b u s i n e s s  ~ha t  i s  don~ by 
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commercial bank~ but not to the extent. The trust compa~ w111 have 

t h e  g r e a ~ e r  p o r t i o n  o f  i t s  a s s e t s  i n v e s t e d  i n  bonds ,  Government,  munxc~pal,  
& 

utllity, railroad and some industrial bonds an~ first mortgages on real estate. 

If it ~S doing a eOmmercial business ~t w111 have a relative portion of 

its assets in commerclal paper or in the not~s of the mercentile class 

which may deal with i~, The trust company's funds are usually payable on 

de~mnd Just the same as Wlth the commercial bank. Trust companies also 

have ~avln~s departments. They issue cert~fxcatea of deppext payable at 

definite, fixed time~, three months, six months or a year. So to the 

extent that they have d epp~i~s of that nature they may be compared wxth 

the ~vln~s banks, because they reserve the same ri@ht on savln~s deposits 

as strictly savings banks~ but ~enerally speakin~ the institution that 

does not pay i~s mavlngs depositors when they ask for the money or will 

ne~ anticlpate tne payment of its oertlflcates of deposit, notwxthstandxn~ 

they may not be due for some months - the Institutxon that fails to hand 

the money ou~ - is apt to be  adversely advertised. 

The four ~h class of bank is what is known as the investment bank 

or investment house. Thxs type of bank is the one that does net deal an 

asse~s of the quzekly convertible mature. The seeker of capltal goes to 

the investment h~e and says he wants to enlarEe hxs busxness. ~e is 

doln~ a large volume of bus~ness and cannot borro~ from the banks enough 

money to give him the necessary operating fur~s. Take an ine~cream manufac- 

turer° He xs running along and has plenty ~ eredxt at the bank to ~ake 

care of his ordinary n~e~s. He does not require much borrc~xn~ because 

h i s  b u s i n e s s  i s  on a cash  b a s i s  b u t  t h e r e  comes an eccas iom whe~ he must 

rip out h~e machinery and install an entirely new type, To do that he 
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wil! requi~e/$~00,0o0. 
/ 

He o~uld buy h~s m~chine~ on time ~nd ~n the 

~nterven~ ~t~me there ~ould be a ~hattei mortgage a~alnst the machinery. 

He woul~ m ~ h  r a t h e r  pay f o r  h~s ~ a c h i ~ e r y  ~n c a s h .  The ~nves tmen t  bank 

w~ / Id  say ~ ~Y~ have a~sets of about $~O0,OOu. in real estate, buildings, 
/ 

etc., you!have b~en makin~ money and there ~s Just~flcatlom for enlarg~n~ 

your pl~n% and we will Buy the bonds. You can put out an ~ssue of bonds 
/ 

and w~z~l give yo, the cash righ~ now an~ sell those bonds t ~ g ~  

~I /N~ comes ~he question of the posit~on ef the commerc ia l  bank 

wh;~ / W~ g ~  i n t o  war ~ i t h  ou r  n e i g h b o r s  and t h e r e  i s  a heavy  demand made 

upon t~e ba~ks for ~sslstance in carryxn~ ou~ the needs inexde~t to the 
¢ 

requlrements of war. I o~n best do that by ~oln~ over the statement whzoh 

you  h a v e  b e f o r e  you and b r i e f l y  s t a t i n ~  t h e  r e l a t i o n  be tween  t h e  bank 

and  t h e  m a n u f a c t u r e r  o r  man i n  c ~ m ~ e r c l a l  b u s i n e s s ~  The bank as  ~n one 

sense in the same pesltio~ as the bus~nes~ man or retailer. On the one 
\ 

hand ~he merchant deals in eommedit~es of a certaln nature and the Oank 
v 

~eals in - not a ~an~ble commodity, but in credit. The extent to which 

the merchant can ~bteln th~s credit from the ~ank hlnges very l~rgely 

upon the ab~lity of the merchant to show three thln~s. First, that he Is 

makin~ money -which ~ndicates c~paclty. Second, that the management is in 

~eod ~tandin~ and ~ood ~arac~er. Third, he must show that he has some 

definite ~an~ible asse~s so that i9 the banker lends him some r~oney and 

he puts 5ha~ mene~ ~n h~s pocket and does not try to increase these assets 

whleh he has, ~e bank~will have somethln~ to fall baek on. That !s a 

very broad statemen~ b~ the banker wants to know that if the liquid assets 

melt away there w i l l  be sem~eth~n~ l e f t  when the bankruptcy comes a l o n ~ .  
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IS  the m a n u f a c t u r e r  wants $10~,000.  the bar3~ g~ves hzm a s~atement 

to fill out from hxs records. If the horr~er says he does not know 

whether ~e can give the bank s il tha~ InfOrmation ~he ~nk wants to know 
/ 

• f he ~s ~havir~ h~ accounts aud~e~ by a C.a.A. If he says no, the bank 

kno~s th~t~hls accountlng sy~te~ is bad. This attitude on ~he part of 

hanks has ~rompte@ bus~ness houses to keep their accounts i n  such shape 
¢ 

as t o  en~e ~hem t o  make statements at the end of each month. I under- 

start4 ~hat i~cu have contact w~th the Harvard School of B~slness Administra- 
/ 

tion. It I~ generally known that through the operations of the Harvard 
[ k 

~cho~l they h~ve ~orkeg out Ideas and ~ata that will enable a man In one 

elas~ of b~iness to measure his recDr~ w~th that of a composlte group 

off g~ccessful men or c~r~ratlons in that part~culer llne and the gross 

ea~rn~s of t~e busin@s~ Ss dlv~deg up ~nte percentages and the costs of 

~perat~ons divided and percentages made, amd one merchant can see that is 

/ 
is ~osting h~m so much f o r  ~eat, rent, salaries, etc., and ~f he compares 

that wzth %hose f~gures gotten out by the Narvard School he can ~et some 

Idea as to ~hether he is ~oir~ a~ ~ell as the average man in h~s line. 

/\If h~ is not, it is up to ham ~o f~d out ~hy. The accounting ~ystems of 

/!l~encerns d~in~ any volume of business must be kep~ aocordlng to the latest 

// ~uslness methods because the competition ls so keen ~n ell !Ines that u~less 

/ 
you know that you are ~etting the ~st out of your energy and doing it a~ 

cheaply a~ some on~ else is doing it, you are apt to la& behind and find 

yourself in r~rouble. 

We will look at the ~tatement. Under total llab~llties is an 

item Reserve, Capitsl Stock, Common Stock, Surplus. ~e look st the last 

three Item~ - say, ~pltal Stock $I~0,000. Common Stock ~lO0,O00 and 

Surplus. ~I00,000. ~e~Fay no attention to the item of Reserve - it m~y 
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rmn alon~ sos%i~ually, such as Depreoxatlo~.) We see SZO0,O00. ne~ 

worth. Tha~ ~epr~ents the net ~or~h Of the bus~ness. Wnsn a bus~ness 

h~rroms or ob1~ates itself for ~ in excess of its capital, the 

bank ~e~ war~ and a real ~an~er signal goes up ~hen the demand obl~at~ ores 

equ~l the n~t worth e~ the b~siness. Then we cc~e ~o current assets and 
/ 

ourrent ~i~B~llt~ee. If these current asset~ are $400,OOO.snd the current 

l~abili~es are less than $~O0,OGD. that ~s alr~ght. That ~s ~hat ~s 
/ 

re~ard~ ~s a des~ra~l~ ratio. That m~r~hant has a r~ht to come ~n ~ud 

ask fo~ more money. ~ ~he banks Insls% upon this question of havlr4~ 

$~o in o ~ r r ~  asse~s for eve~[ #I- in llabilxties no one seems to k~1~w, 

but e~p~ler~e has demonstr~%e~ ~ha~; ~ a ~)n~ern ~ets d~n to ~he point 

where~Its ~rren~ assets are less ~hsn I end ~ times the current l~ab~llties 

t, 

~h~ there i s  a ~anger si~mal out and the lender should leak for hls money. 
% 

As a/ma~ter of fa~, ~he Federal ReServe Banks ~Iii not rediscount pa~er 

wha~ the ration is less than I~ to I. Whe~ we have $2. ~n current a~sets 

%e ~I. ~n ~urrent l~abiiItie~ we %h~mk the r~sk a ~c~ one. 

- ' Then we g~ further up e~ the paper an~ see what the cash on hand 

is - cash in the bank. Say the cash xn bank is $i00,000. A man ought to 

carry a balane~ in the Bank uf 20% of the money he expeots te borrow, 

~ do not know just why the banks r~ire the balance to be 20% but it is 

A 

~eneraliy a~cepte4 that a man, to feel entitled to credit from his bank, 

ah~Id ma1~alu duri~ the period that he is borrowing, an amoun~ of money 

equal ~O 20% of what he has borrow~ from th~ bank. This man (on the paper) 

has got $20x000. im cash on deposit. Tha~ balance justifies a loan of 

~lO0,O00, an~ he them has $120,Oo0. We flnd "~o~es payable for merchandise" 

~e find out whether in borrowin~ thzs money from us he l.s ~oln~ to pay off 

these noteS. If he is, then we can draw our own conclusions as to what he 
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will do~! w~ th  t h e  o t h e r ,  d e  h~,~ m e r c h a n d ! s e  a c c o u n t ~  ~ due  a~d 

account~\ pact due. I£ it Is a elope corporation w~ say "you ought to 

c o n v e r t  ~¢ur  a c c o u n t s  p a y a b l e  i n t o  s t o c k  b e c a u s e  ~s t h a t  c r e e ~ s  up y o u  

~narease thls -~tem of current l~abillties, for as soon a~ the ilab~i~y 

mature8 ~ mus~ be i~cke~ upon as a demand llability. If you ha~e a 

mortgage c~ your plant ar~ that mortgage i~ coming due in o~e ~ar, the 

Federal E~[erve Bank r~qu~res that ~t be put up in the current llabillty 

~lass. If w!e find he ea~ pay off his ~otss for merchandlse an~ pay off 

hls aeeount~ payable and st111 have some mon~, left, there se~ ms to be a 

l o g i e s t  r e a s o n  f o r  b o r r o w i n g .  

Merchandise finished, merchandise unfinished and raw materials 

Tepresen~ ~he bulk of 5he current assets. If thle merchant has no notes 

recei~ab!~ that would sho~ that h~s bus~ness has bemn fallin~ off, unless 

he is ~ox~ a c~sh bus~ness and ~n that evsn~ he would not want to borrow 

much money and that prompts u~ to le~k ~nto the record of the trend of 

bus~ness ~n that p~rticular l~ne. After a careful a~alysis we @o ahead 

IZ we fee~l that after letting hlm have the money he oa~ rebalance hxs 

~set si~eo If, o~ the ether hand, the depositor ~hows the requxsxte 

~meunt of cash on hand and shews he has notes receivable from customers 

~ w~ll kac~ the terms under which he sells. Then we can dra~ conclusions 

az I to whether he ~s ~vln~ LS a clear ~ndlcat~on mS what h~s bus~uess ~s. 

In\~eneral, if we l~an $I00,000 for 90 days, ~e would expect hxs assets 

\ 
tc be of such type that ~hen the 80 ~ay perie~ rolls around he woul~ have 

cenver~ h~s assets into cash er ~ntc such farm that he could replace his 

Bets ~th cash or ~ith paper of ~ome o~e else. It m~ght be ~hat he }~ 

same o f  h~s oua tomer~  on a t h r e e  o r  f o u r  month~ b a s ~  and i n  t h a t  e v e n t  

he m~ht ha'~e taken from hzs customers "trade acceptances". If h~s statement 
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That is# n ~+ retaller buys from a wholesaler~ he gives h~s ~trade 

aooept~e", ~c When h~s notes come due, he says "I do not have the cash, 

I h~v~+ sh~rt ~ ~erm tra~e acceptances". ~,e t~ke those very readlly. 

If his ~ta~ement st~n~s ~ well, +~e tell him he can have $i00,000/ 

and if con~t~i~s remazn as usual, ~e c~n h~ve $i00,000. any tlme this 

year. That "extend£ng a l~ne of credit" and is glven when his stmtement ,/ 
co~ti~ue~ a n d  there ~S no ~a~ieai mhange in assets or l~abil~ties. 

In order th~ we, may keep track of h~m we ask that he send u s  h~_s statement 

at the end of each month. We do not always ~et them very promptly ~d the 

praotxe, is n~t ~eneral bu~ we are tryin G to encourage our customers to 

~ive u s  monuhly Statement. 
¢ 

Sow ~s the line of sredlt arran~ed~ it l~ arranged when ~he 

dealings with the bank have been of a satisfactory mature aria there ~s 

~@nf£denoe in the character, £nte~r~y and capacity of the ~r~mer~t 

and when ~he business w£11 show a ra~io of current assets ~o current 

11abi1~t~es over l~, and the ~ian~e carried Im the bank is from I0 to ~% 

of the f u n d s  borrewed, 

/ 
; 

There £s another aspect which smters into the equatzon~ 

That Is the%ype of business. Take the eommlsslo~ merchant who has a 

grea~ Seal of ~nall b~siness. Shipments come in from all parts of the 

oountry and he ~raws 2 or ~ hundred ohecks a day. Some of bhe institutions 

in ~ew York have to set off a department just to hsndle ~r~e checks cf 

~ome orthe compaR£es there. In the ease of the merchant i~o has a multi- 

pli~ity of transaction, there i s  an activity ~n the account that is a 

definlte cost for the bank to ha~lle and we have our means of analyzing ~he 

aotlv~ty. I% ~osts ua about 6 ce~ts to ha~le every cheek that goes 



/ 

t h rough '  ou t  bank.  That  i s  t h e  f i g~Te  t h a t  most o f  t h e  ~ n k s  a r e  

work~n~ ~oYn h ~ r e .  As t h e  volume i n c r e a s e s  t h a ~  a ~ e r a ~ e  might  ~o down. 

On one ~ecunt recently we fel~ ~hat ~ cen~ was a falr cost. 

,~ There are some ~anks who will not give a line of ~redlt. 

They ,qy ~yc~ have been doln~ business here and you can rely on us 

but we, will not give you a llne of eredlt" That ~a rote, however, 

p a r t ~ e u t a r ~ y  i n  t a r ~ e  b a ~  beca~s  e~where a m~.n need~ c o n s i d e r a b l e  

flna~eln~ %o handle his business he ~ n t S  definite assurance that aS 

lon~ as he me keep~n~ up h~.s end, he expects us' ~o ~ the ~ameo 

The f a e ~  %hat a ban~ m ~  mee% i%~ demands ' f o r  o r e d x t  ms a n o ~ h ~  reason  

T~ ere are often ~hy I~ must have i~a assets of a Ix~uid ~a~ure • 

znetanoes where a bank has  refused "to ex~end cr~i~ Mnen %he bor rower  

~g~ kept up h~s erd a~d ~ the b~rrewer has sugere~ loss and the ~ank 

~hae been held liable, ~e ~st keep our  assets in liqui~ form and 

/i be able to ~ake care of the demands cf our depos~%ers and al~o ~he demands 

~i ~ our berrc~er~ aa well. 

/ ~e SOmetz~eS find tha~ when we send ~his s~a~em~n~ out ~e our 

l ' bo r rower  he pays  no a t t e n t i o n  ~o it, ~ e  de  no% w ~ t  t h e  bo r rower  to feel 

tha~ he must of ~eee~ity gxve us %his ~nformatiom, The green form ~s 

~the one we send out ~o ~viduals. ~t is really Jus~ %o have something 

~in ~he files where the borrower ha~ stated he has  aefln~te a~set~, if he 

has  ~ e  amy m a n i f e s t l y  g r o s s  m ~ a ~ e m e n ~ z  we ~ake ~ega l  a c t i o n  ~nd 

~the borrower may find himself i ~ h e  penitentiary , ~f i~ is necessary to 

I go ~h~ ~ f a r  ~ ,~ 
f 

Thank you f o r  ~he c o u r t e o u s  a t t e n t i o n  you have  g~-~en me. 
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Q. I8 t h e r e  any l t m z t  t o  t h e  amount o f  money a bank may l l o a n ,  
or  j u s t  how i s  i t  l i m i t e ~ y  

~Ao In extendin~ credit a bank cannot loan, ~enerelly speekxns~ 
capful 

to any one borrewer~ move than I0~ of the/surplus of the bank. For 

instanoe~ we have a capital of $I,000,000. end surplus of $800,000. 

~'e oanmct loam more than $180,000. If we loan that much and the company 

had paper ~ven it by its customers, it could brin~ the paper ~n and 

redlloolmt it. That is known as "customers' paper" end we can buy that 

t o  any amount 'becanse it is ~Ot looked  upoh as a dzreet Iosn to the 
can 

b o r r o w e r .  However ,  t h e r e  a r e  v e r y  few i n s t i t u t i o n s  t h a t  wzI1 l a  

more than 10% of their ©aplta/. In some jurisazetlons the S t a t e  b~nks 

are not restrlcted, but ~he hational banks are rostrzeted t o  I0~, hevin~ 

the leem~y o f  c u s t o m e r s  paper. 
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