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YOUR SUCCESS

in your BANKING CAREER
guaranteed by

THE RAPID RESULTS GOLLEGE

At |5 out of the last 16 Bank Final
Examinations, R.R.C. students have
been awarded FIRST PLACE IN

SOUTH AFRICA in the complete
HERE ARE Final.

SOME At |2 out of the last |16 Bank

Preliminary Examinations, R.R.C.
INTERESTING * Students have been awarded FIRST

FACTS PLACE IN SOUTH AFRICA in the
complete Preliminary.

22 years of experience have gone
* into the preparation of the R.R.C.
Bank courses

Results of]949 Bank Examinations :(—

Ist in Final—Mr. C. A. McBride, of Barclays Bank,
Rissik Street South, Johannesburg.

Ist in Preliminary—Mr. |. H. O. Dellow, of Barclays
Bank, Orange Grove, Johannesburg.

BOTH R.R.C. STUDENTS !

Join the ever-growing ranks of successful Bankmen—
BECOME AN R.R.C. ENTHUSIAST

POST COUPON TODAY
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Please send me without obligation full details of how the
R.R.C. can enable me to GET AHEAD IN THE BANK.

(BLOCK CAPITALS, PLEASE)
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POST IMMEDIATELY to The Principal, The Rapid Results
College, Banking Dept., Menteith House, Durban.

THE RAPID RESULTS COLLEGE

MENTEITH HOUSE DURBAN
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The number of passes in the Bank Prelim and Final for
the last |5 years total 2,120.

Of that grand total 1,706 were R.R.C. successes.

OVER 809, OF THE SUCCESSES !

What more convincing proof could there be of the
supremacy of The Rapid Results College in the Banking field ?
Take the first step on YOUR road to success NOW by posting
the coupon opposite or by telephoning:—

THE RAPID RESULTS COLLEGE

33-4403 26567 28737 2609 | | 1-2228
JOHANNESBURG PRETORIA DURBAN CAPE TOWN PORT ELIZABETH

TUITION THROUGH ENGLISH OR AFRIKAANS MEDIUM.

Die aantal suksesse in die Bank Preliminér en Finaal
gedurende die afgelope |5 jare beloop 2,120.

Van daardie groot totaal was 1,706 R.R.K. suksesse.
MEER AS 809, VAN DIE SUKSESSE !

s enige verdere bewys nodig om die oorheersing van
Die Rapid Results Kollege op Bankgebied, te bewys? Neem
VANDAG die eerste stap op u pad na sukses en stuur die

koepon langsaan of bel:

DIE RAPID RESULTS KOLLEGE

23-4403 26567 28737 2609 | | 1-2228
JOHANNESEURG PRETORIA DURBAN KAAPSTAD PORT ELIZABETH

ONDERRIG DEUR MEDIUM VAN AFRIKAANS OF ENGELS.
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1949 RESULTS

C.C. Students gained the following awards in the 1949
Bankers Examinations :

v Bremner Presentation Prize
(Mr. L. S. Grant, Standard Bank, Plein Street, Cape Town)

v First Place in Final Law

(Mr. R. E. Thompson, Standard Bank, Mazabuka)

% First Place in Preliminary Law
(J. R. K. Ingle, Standard Bank, East London)

% First Place in Bookkeeping

(J. N. Coetzee, Volkskas, Malmesbury)

% First Place in Geography

(Mr. A. J. ). Hall, Standard Bank, Port Elizabeth)

% Trevor Memorial Prize for English

(W. S. Laker, Standard Bank, Commissioner Street, Johannesburg)

And the only two complete passes in one year in the Final
Examination were secured by the following C.C. Students :—

Mr. W. S. Laker, Standard Bank, Johannesburg

and
Mr. G. M. Scott, Standard Bank, Malvern, Johannesburg

Note : Courses are offered through the rﬁedlu;ﬁ_ of both oﬁiual

THE

GOLLEGE OF COMMERCE

(PTY.) LIMITED

South Afrtca S Leadmg College for Bankers

standard Bank Chambers, 9la Long Street, Cape Town

Telephone 2-5911 P.O. Box 884
Telegrams : ‘‘Surepass’”’ Capetown
JOHANNESBURG BRANCH : 96 Security Building, 95 Commissioner

Street Telephone 33-6585 P.O. Box 8528
e e e T PO DTRG0 T S A R
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A REVIEW OF THE SOUTH AFRICAN
CANNING INDUSTRY—L.

By W. S. PARKER, B.A.(Cantab.)

HE rapid growth of the secondary industries of the Union in the
past decade, based largely on the existence of an extensive and
protected wartime market, gave rise to problems of adjustment to the
conditions of to-day which are now the earnest concern of many manu-
facturers.

The re-emergence of sales competition on the world’s markets has
proved to some industrialists that their products are fully competitive
wherever offered, while others have been able to maintain more limited
sales within the Union, assisted by existing tariff barriers to imports as
well as by the added cost of shipping ; others, however, have found that
the high standards of the quality and lower prices of many overseas
products have endangered their markets. In addition, as a result of the
rapid changes which have taken place in the constitution of the market
for South African industrial products—for example, the decline in con-
sumption by the armed forces, and the virtual cessation of contract-
buying by the United Kingdom Government—many sections of industry
have been thrown out of balance, and the need to concentrate on new
products has been added to the need to find new sales outlets.

These are problems relating to the Union’s secondary industry as a
whole ; they are also related, to a greater or lesser extent, to the South
African canning industry which typifies, in the vigour and speed of its
growth as well as the new importance it has assumed in the economy,
the pattern of secondary development in this country in the past ten
years.

Long-established in the Cape on a relatively small scale, the canning
industry responded swiftly to the stimulus of the great wartime demand
and the Union has now an annual exportable surplus of canned goods.
On the profitable disposal of this surplus depends the livelihood of a
considerable number of workers and the success of the investment of
large resources of capital, as well as the prosperity of the fruit growers
and fisheries, now closely associated with the canneries.
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The progress of the industry has been so swift, however, and the
development so widespread that inevitably doubts have been engendered
as to the soundness of all branches of this growth. It has been contended,
for example, that the quality of many South African canned products
cannot compete fully with the American or Norwegian counterpart :
and again, that the high price relationship established in this country
between the canneries and the fruit farmers with regard to the price
of canning fruit both raises the price of fresh fruit to local consumers
and at the same time tends to make the selling price of South African
canned goods uncompetitive. It is not, unfortunately, possible to resolve
these contentions fully, since recent statistical and other data relating
to the industry are not comprehensive ; an attempt will be made in this
article, however, to measure the growth of the industry up to 1946,
and to describe the phenomenal expansion which took place during the
war years, when competitive marketing factors were subordinated to
the need for meeting wartime demands and when, in addition, canners
and fruit growers in the Union were considerably less handicapped by
circumstances than were their counterparts in other countries. It will
then be possible to assess the main requirements at that time of successful
adaptation to post-war conditions, although it will not be possible to
gauge accurately to what extent these requirements are being fulfilled.

For the purpose of this survey the South African Canning Industry
has been divided into two main groups, the Fruit, Jam and Vegetable
canning section and the Fish and Fish-Product Canning section. Insuffi-
cient data are available to allow a survey to be made of the canning of
meat and other foods in the Union, but the production of this section is
of relatively small importance when compared with the output of the
main sections of the industry.

Frurr, JAM AND VEGETABLE CANNING SECTION.

History 1928 /29 to 1945 /46.

During the ten years preceding the war this section of the canning
industry made steady progress but remained on a relatively small scale.
Production was concentrated in a few factories, the main products being

canned fruits, jams, jellies and marmalades, canned green peas, baked
beans, tomato products and soups.

Over this period the number of factories in operation showed only
a small increase. but existing establishments added considerably to their
plant and equipment : output increased by 80 per cent in value while
expenditure on South African materials rose by 65 per cent. By contrast,
in the following seven vears, which included the years of the war, the
gross value of the output mcreased by 517 per cent, while restrictions on
imports of raw materials led to a substantial increase, of 726 per cent,
in the value of South African materials used. The rise in the output of
Jams, jellies and marmalade accounted for a substantial part of this
overall increase in production, but a further major contributing factor
was the output of canned vegetables which, in response to the special
demand, showed a rise of 540 pér cent during the years 1938 /39 to 1944 /45.
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The labour force needed to sustain this wartime increase mm pro-
duction was drawn mainly from non-European sources, the ratio of
non-Europeans to Europeans employed changing from 4-7 to 1 in 1928 /29
to 3-2 to 1 in 1938/39 and 8-3 to 1 in 1944 /45.

The growing significance of this section of the industry as an employer
of labour, particularly of non-Europeans, is illustrated in the following
short table :—

EMPLOYMENT STATISTICS.

Number of Employees.

Year. Europeans. Non-Europeans.
Male. Female.| Male. Female.| Total.
1928 /29 farinGen s bl T 53 | 467 206 021
1938 /39 . o 236 118} =023 500 1,477
1944 /45 ”, o 683 160 | 3,909 3,065 1,817

Almost £1 million was paid in wages to these employees in 1944 /45,
two-thirds to non-European workers. The total wage bill in 1938 /39
amounted to £130,091, of which £61,560 was paid to non-Kuropeans.

A few more figures are needed to supplement this outline : the
number of factories engaged in fruit, jam and vegetable canning in the
Union rose from 10 in 1929 to 12 in 1939 ; then followed the rapid wartime
expansion, twenty-one factories being in operation in 1945. By 1949
this total had risen to approximately thirty-six. The rise in the value
of goods produced showed a similar trend, amounting to £517,662 in
1929, £933,187 in 1939, and then rising sharply to £5,756,666, or more
than six times the pre-war total, in 1945.

Since the war the industry has continued to expand, assisted by
abnormal conditions of demand for foodstuffs on the overseas markets,
and present day production exceeds 200,000,000 pounds of fruit, jams
and vegetables per annum, a 500 per cent increase over the past nine

years.

Approximately 22 factories, apart from meat and fish canneries,
are engaged in the industry in the Cape Province, eleven in the Transvaal
and three in Natal ; the Cape industry is almost wholly situated within
a distance of ninety miles from Cape Town, in the main fruit growing
districts, while in the Transvaal the factories are close to the extensive
market of the Reef. About 25 per cent are operated by proprietary
companies, the remainder being public companies.

The majority of the concerns included in the total are members of
the South African Food Canners’ Council Incorporated, an organisation
which represents the industry and maintains broad supervision over the
marketing policy for South African canned products.

THE MARKET AND MARKETING PROSPECTS.

During the years 1939 /48 the abnormal demand for all the products
of the South African canning industry gave rise to a degree of expansion
which would normally have taken many years to achieve. The task
facing the industry is to maintain and, if possible, to expand this high
level of production in the face of the disappearance of the special condi-
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tions prevailing during the war and the immediate post-war years, and the
return of competition from foreign producers. In this regard it must
also be remembered that the protection afforded by tariffs imposed on
imported canned goods, the shelter of import controls as well as the
natural protection enjoyed by producers by virtue of their distance from
overseas exporting countries have further facilitated the growth of the
industry, although their remoteness from foreion markets has, in turn,
handicapped South African exporters.

The main outlets for South African canned produce during the
past ten years have been (a) the local market ; (b) the Union Department
of Detfence ; (¢) the British Ministry of Food ; (d) Union Government
Contracts ; (e) Commercial exports and Ships’ stores.

The second and third of these outlets were largely responsible for
of wartime development of the industry. In the case of the Union
Department of Defence purchases declined sharply at the end of the war,
while consumption under Union Government contracts has increased
little compared with pre-war years and is, at most, likely to remain
constant.

During the war approximately 80 per cent of the Union’s production
of canned goods was purchased outright by the British Ministry of Food
and purchases were necessarily without close regard to standards of
quality ; an extension of this “easy” market was temporarily assured
by the terms of the recent South African gold loan agreement with the
United Kingdom, which provided for the purchase of South African
canned goods, including fish, to the value of about £3,000,000 annually.
This agreement has fallen away and bulk purchases are now made on
an ad hoc basis ; the revival of British home production and of the indus-
tries of other producing countries have, moreover, re-introduced a
competitive element into the United Kingdom market, and the increasing-
lv stringent requirements as to quality and price demanded by the British

Ministry of Food are characteristic of the attitude of foreign commercial
buyers generally.

SPECIAT, MARKET FACTORS,

In addition to the return of competitive conditions generally the
following special factors relate to the marketing of individual South
African canned products :—

(a) Canned Vegetables.

The rapid expansion of production during the war was due in the
main to the demand by the armed forces for canned root crops such as
potatoes, carrots and beetroot, and for meat and vegetable rations. The
market for these products in peace-time is limited ; on the other hand,
demand remains strong for canned oreen peas, baked beans, mixed vege-
tables, tomato puree, sweetcorn and soups. Limitations on the production
of the latter goods are imposed by the need for specialised machinery
(for example, in processing green peas) and by the scarcity of supplies
of raw materials ; but the demand exists, and subject to the producers’
ability to ma'ntain a uniform and consistently good quality of product
and a competitive level of prices, this branch of the industry has an assured
market. It must be stressed, however, that the quality of the product
offered on the home market is as important in the long run as that of the
goods produced for export, '
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(b) Canned Fruait.

The pre-war market lay mainly in the United Kingdom and within
the Union. During the war exports to the forces were extensively deve-
loped since official allocations of then scarce tin cans for the pac king of
this product were made in proportion to the quantity exported. The
limitation to further expansion is again the scarcity of supplies of suitable
aanning fruits, the maximum potential output of canned fruits being
approximately 30,000,000 pounds, all of which could probably be absorbed
on the local market.

(¢) Jams.

A similar scarcity of fruit suitable for the manufacture of high grade
Jams exists, and since 1939 exports have included large quantities of
melon and plum jams, the market for which is very limited under com-
petitive conditions.

Within the Union the urban non-European population, especially
the Native peoples, constitutes a potential market for bread and jam as
substitutes for, or in addition to the staple maize diet. The joint demand
for these commodities is likely, however, to be inelastic, since dietary
habits change slowly and the purchasing power of this consumer group
as a whole t:l]ill]” into account the gener: .:11 rise in the cost of living since
the war, shows lltt](‘ it any tendency to continous increase. This Illcll"l\( 2,
nevertheless, remains a })()t-(“l]t]rl-] field of development provided that
canned products at suitably low prices and in small containers can be
supplied.

(d) Mauscellancous.

A new line of production has been developed since the war in the
canning of fruit and vegetable juices. Several canners are now producing
goods of satistactory quaht\, and hitherto little difficulty has been found
in selling their output. Nevertheless the present ready market, which
includes sales overseas but which is largely based on the Union and is
therefore assisted in no small measure by import controls, will in time be
open to United States competition. In this connection the difficulties
at present being experienced by Californian farmers in disposing of their
crops may well influence the intensity of the American selling effort.

Increased sales of home produced canned goods to the European
population of the Union on a scale more than commensurate with the
normal growth ot the population can only be affected if standards of
quality and price are fully competitive with those of imported products,
despite the continuance of tarift protection and import controls. The
duration of these controls 1s limited, however, and the justification of
tariffs falls away when the South African canning industry has reached
maturity or w hen it is seen that despite the prote(tmn of tarifts the indus-
try cannot meet foreign competition.

Potential expansion of production, therefore, is likely to be limited
by the requirements of the home market and of the neighbouring African
territories, unless producers can continue to compete in Great Britain
and develop export markets elsewhere. These markets are wide, as the
world demand for foodstufts has by no means been met, but their success-
ful exploitation depends increasingly on the ability of producers to sell
at competitive prices and to maintain a sufficiently high standard of
quality.

(to be concluded.)
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BRIEF REVIEW OF ECONOMIC CONDITIONS IN
THE UNION IN 1949

By Dr. T. W. de JONGH?*

F'rom the economic point of view, the year 1949 was for the Union
an eventful and critical period. It was the year which finally called for
drastic measures to stem the continued deterioration in the country’s
international account position, in order to avoid the exhaustion of its
already depleted gold and foreign exchange reserves. It also witnessed
the devaluation ot Union currency by about 30-5 per cent, concurrently
with the devaluation of sterling, 2.c. on the 18th September ; a step which
was likewise influenced by the country’s balance of payments position.
Furthermcre, it reflected important changes in the post-war trends
of various aspects of the country’s economy.

Some measures had already been initiated toward the end of 1948
with a view to restricting imports of merchandise and contracting bank
credit for non-productive purposes generally, but in 1949 these measures
were 1Intensified and extended, resulting ultimately in a drastic restriction
of imports of consumers’ goods in particular. In addition, in order to
strengthen the country’s foreign exchange resources, the Union Govern-
ment explored the possibilities of borrowing from overseas countries,
and this led to the flotation of a loan of £10 million on the London market
toward the end of the year, which is to be duplicated at a later date,
while early in 1950, arrangements were concluded with a group of American
banks to obtain credits amounting to 20 million United States dollars.
and with a group of Swiss banks to obtain a loan of 365 million Swiss
francs.

With regard to the Union’s internal economic position, apart from
considering the internal effects of the measures referred to above, mention
should also be made of (a) the strict system of price control which was
maintained throughout the year, and which acted as buffer against the
inflationary pressures caused by the restriction of imports and the strong
inflow ot capital following the devaluation of the South African pound,
and (b) the curtailment of (Government and municipal expenditures,

In addition, the year 1949 cannot be passed over without referring
to the opening for business on the 20th September of the National Finance
Corporation of South Africa. The Corporation, which was established with
a view to promoting the development of an active money market and
the utilisation of idle capital, accepts deposits on call from the public
In amounts of not less than £50,000 at a time, on which it at present pays
a rate of interest of I per cent per annum.

With the measures briefly listed above as background, an attempt
may now be made to analyse the available economic indices in order to
judge the Union’s economic position in 1949 in relation to that in 1948.
Unfortunately, the more important gaps referred to a year ago still
exist in the country’s available statistical information.

NATIONAL INCOME

['he l nion s net national income, estimated by the Office of Census
and Statistics in accordance with the “industrial origin approach,”

* 'l{v]:rinlt*rl from the March, 1950 issue of the S.A. Reserve Bank Quarterly
Bulletin of Statistics.
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increased from £784-1 million in 1947-48 to £831:7 million in 1948-49.
1.e. by £47-6 million. Increases were registered under nearly all of the
heads of income as classified by the Census Office, but, in particular,
mention should be made of the increases of £13:4 million and £8-5
million in the income originating in ‘“Private Manufacturing” and
“Transportation,” respectively. It should be noted, however, that these
ficures cover the years ended 30th June, and not the calendar years
1948 and 1949.

PropucTIioN

Agriculture.  According to preliminary estimates by the Division of
Economics and Markets, which also relate to the years ended 30th June,
the gross value of arru(,ultuml production declined slightly from about
£181 million (rew%ed figure) in 1947-48 to about £179 1111]11()11 in 1948-49,
i.e. by about 1 per cent. Considering that during the same period the
price index for agricultural products showed an increase of nearly 12 per
cent, it would appear that the physical volume of agricultural production
declined by about 11 per cent between 1947-48 and 1948-49. To this
may be added that, according to the Division, it would also appear
that the physical volume of production in the calendar year 1949 was
not as high as that in 1948.

Manufacturing. 'There are still no up-to-date figures available on
the total output of manufacturing industries in the Union, but judging
from the monthly index of employment, it appears that, while the post-
war upward movement was maintained to some extent during the first
halt of 1949, there was a slight declining tendency during the second half
of the year. The index for total manufacturing employment which had
increased from 165 in December, 1947, to 177 in December, 1948, com-
pared with 100 1 1938, increased further to 180 in February, 1949,
whereafter it remained on this level up to the month of July, and then
declined to 173 in December, which represents a decline of about 2-3 per
cent compared with the level in December, 1948. 'The average monthly
index for the year 1949 was, however, still higher than that for 1948,
namely, 178 compared with 173, respectively.

The declining tendency noted during the second half of the year
largely took ])1{1(‘0 in the durable-goods “industries. The mnplmnwnt
index for this group of industries, after imcreasing from 175 in December,
1948, to 180 b}; June, 1949, dropped thereatter to 166 in Dec ,vmbvr,
15)49, while that for the non-durable goods industries, after increasing
from 179 in December, 1948, to 182 as late as October, 1949, declined
slightly to 181 in December, 1949. The total decline of 2-3 per cent in
m(muf.;wturm':r emplm ment over the year 1949, was, therefore, the net
result of a decline of 5- 1 per cent in the case of the (1111*(111)](%-%'0-:_}(1.5 indus-
tries, and an increase of 1-1 per cent in the case of the non-durable goods
industries. The tendency for employment in the durable-goods lll(lllhtl'lﬂ
to decline at a faster rate than that in the non-durable ”f)(){]‘a industries
is in line with the history of the contraction phase of the business cycle

Mining. With mining employment increasing from an average
monthly index (base : 1938-=-100) of 95 1 1948, to 102 in 1949, there was
a substantial increase in the physical volume of mineral production
during the yvear 1949 compared with that in 1948. 'This, together with the
hicher price realised for gold after devaluation in September, caused the
Union’s total value of mineral production to rise from £126-8 million in
1948 to £146 -0 million in 1949. Gold production increased from 11,585,000
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fine ounces in 1948 to 11,705,000 fine ounces in 1949, or in terms of value,
from £99-9 million to £114-9 million, respectively ; while coal output
increased from 25,968,000 tons in 1948 to the new record level of 27,569 .000
tons in 1949, which meant an increase in value from £9-1 million to £10-2
million, respectively. Apart from coal, the value of other base minerals
produced in 1949 also showed an increase over that in 1948, but in the
case of diamonds there was a decline from £8-7 million to £7-6 million.

FOREIGN TRADE

As a result of the import control measures imposed in 1949 (principally
in respect of imports from the non-sterling area during the first half.
and in respect of imports from all countries during the second half of the
vear), the Union’s imports of merchandise (f.o.b.), which had increased
from about £162 million during the first half of 1948 to about £190 million
in the second half, declined to about £175 million in the first half of 1949
and about £140 million in the second half. Thus, imports declined from
about £352 million in 1948 to about £315 million in 1949.

In addition, the control measures in force during the first half of
1949, plus the expectation of the measures imposed in the second half.
jaused a strong switch from imports from the non-sterling area to imports
from the sterling area during this part of the year. Imports from the
non-sterling area, after increasing from about £98 million in the first
halt of 1948 to about £112 million in the second half, dropped to about
£81 million in the first half of 1949, while imports from the sterling area.
which had increased from about £64 million in the first half of 1948 to
about £78 million in the second half, increased further to about £94
million in the first half of 1949. During the second half of 1949, when
the import control measures covered both areas. the former declined
further to about £72 million, while the latter also dropped to about £68
million. Thus, imports from the non-sterling area declined from about
£210 million in 1948 to about £153 million in 1949 : while that from the
sterling area showed an increase from about £142 million to about £162
million, respectively.

lixports of merchandise, the published figures of which include
ships™ stores and gold products, amounted to about £154 million in 1949
compared with about £135 million in 1948. After mcreasing from about
£61 million during the first half of 1948 to about £74 million in the second
half, they declined to about £69 million in the first half of 1949, but then
increased again to about £85 million during the second half of that year,
principally as a result of the increased value of the exports of wool and
gold products.  Of the exports of about £154 million in 1949 approximately
£80 million went to the sterling area and £74 million to the non-sterling
area, as compared with about £76 million and £59 million respectively
during 1948.

INTERNAL TRADE

While figures are not available on wholesale and retail trade for the
Union, some indication of the trend in 1949 is afforded by the index of
retail turnovers for Johannesburg published by the Johannesburg Cham-
ber of Commerce. This index reflects a drop in average monthly turnovers
from 100 in the base year 1948, to 97-4 in 1949 7.¢. a decline of 2+ 6 per cent.
txcept for the first three months of the year, and again in September,
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the monthly indices for 1949 fluctuated on a lower level than those for
the corresponding months in 1948. Furthermore it appears that if the
monthly figures were to be adjusted for seasonal movements, the resulting
index would indicate a declining movement for the yvear 1949, compared
with an upward tendency during 1948.

TRANSPORTATION

Raillway earnings in respect of transportation services continned
their post-war upw.:lrd movement i 1949, although 1t would appear that,
excluding seasonal movements, there was a declining tendency during
the last four months of the year. The average monthly earnings 111(.1*{1.:1.50(1.
however, from £5-8 million in 1948 to about £6-3 million in 1949.

With regard to the physical volume of goods transported by the
South African Railways, the index based on total freight ton miles relative
to revenue-earning traffic, also indicates a tairly atmntr upward movement
during the first (‘lﬂ'ht months of 1949, and a (l()wnwaul tendency there-
after. Moreover. thew tendencies are reflected in the index for the trans-
portation of coal as well as in that for the transportation ot goods and

minerals other than coal.

BALANCE or PAYMENTS

With the inclusion of the territory of South West Africa (since its
exchange transactions are reflected in the changes registered in the Unions’
gold and exchange holdings), preliminary estimates indicate that,
excluding gold (but including gold products), the Union’s current deficit
declined from about £266 million in 1948 to about £211 million in 1949.
Splitting these figures between the sterling and non-sterling areas, it is
found that, while ‘the current deficit with the former increased from about
£85 million in 1948 to about £107 million in 1949, that with the latter
declined from about £181 million to about £104 million, respectively.
These movements reflect, of course, the net eftect ot the import control
regulations in force in 1949, as referred to in more detail in the section
on ‘“‘foreign trade.”

Taking account of the gold output, less net gold consumption in the
Union, the net current deficit with the outside world declined from about
£167 million in 1948 to about £109 million in 1949, and since it is estimated
that the Union had a favourable balance on capital account of about £44
million in 1949, compared with about £82 million in 1948, it means that
the total net deficit with the outside world declined from about £85
milli{m in 1948 to about £65 million in 1949. In financing the deficit ot

£65 million in 1949, the Union claimed repayment of the full amount of
the gold loan of £80 million to the United Kingdom, and received about
£3 million on the loan of £10 million raised in London in December, while,
on the other hand, its combined gold and exchange holdings increased
by about £18 million, 7.e. calculating the change in its gold holdings at
the prices at which the transactions actually took place.

The large net current deficit of about £109 million in 1949 was mainly
established during the first half of the year, when it amounted to about
£86 million. As a result of the full import control measures imposed
during the second half of the year, the net current deficit dropped to about
£31 million in the third quarter, while in the fourth quarter, the Union
actually showed a favourable balance of about £8 million on this account.
In addition, the net outflow of capital experienced during the first halt
of the year, was much more than oftset by a strong net inflow following
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the devaluation of the South African pound, so that for the last quarter
of 1949, the Union showed a net favourable balance of payments with the
outside world of about £39 million, compared with the deficits of about
£94 million in the first half, and about £10 million in the third quarter

of the vear.
MoNEY IN CIRCULATION

The quantity of money in circulation in the Union declined sharply
from £418-7 million at the end of 1948 to £348-1 million at the end of
September, 1949, but with the Union’s balance of payments taking a
tavourable turn during the last quarter of the year ;the amount in circula-
tion increased again to £372-3 million at the end of 1949. Thus the net
decline in the money supply amounted to £46-4 million during the year,
of which £45-1 million was accounted for by the decline in the banks’
demand deposits and £1-3 million by the decrease registered in notes
and coin in circulation.

The net decline of about £46 million in the money supply was largely
accounted for by the Union’s unfavourable balance of payments for
the year, which, however, was partly offset by the net increase of about
£7 million in bank credit in the Union, and a shift of about £8 million from
time to demand deposits with the commercial banks. With regard to
bank credit, the commercial banks’ discounts and advances in the Union
declined by about £30 million, but this was more than offset by (a) their
depositing with the National Finance Corporation of South Africa the
amount of about £17 million, (b) the increase of £6 million in their invest-
ments i the Union, and (¢) the net increase of about £14 million in
Reserve Bank credit, of which £12 million represented the Bank’s net
mvestment in Union Government Stock.

BANK DEBITS

During the first eicht months of 1949, bank debits, except for minor
fluctuations, continued to show the downward movement started in
July, 1948, the index (base: 1938-—100) standing at 321 in August,
1949, compared with 362 in December, 1948. Thereafter a tairly strong
upward movement was set in motion, the index reaching the new record
level of 386 in December, 1949. This upward movement reflected prin-
cipally the effects of the increased turnover on the stock market and the
increase in the value of Union exports, following the devaluation of the
South African pound, as well as the activities of the newly established
National Finance Corporation of South Africa. In spite of this increasing
tendency towards the end of the year, the average monthly index stood
at 332 for 1949, compared with 337 for 1948.

With the quantity of money 1n circulation declining at a faster
rate than bank debits during the first eight months of 1949, and then
Increasing at a somewhat slower rate up to the end of the year, the velocity
of circulation of the money supply showed an upward tendency over the
vear, its index (base : 1938 --100) increasing from about 76 in December,
1948, to about 93 in December. 1949

CoMmMoDITY PRICES

Wholesale prices continued their upward movement during 1949,
the index (base: 1938--100) for all goods increasing from 177-9 in
December, 1948, to 188-1 in December, 1949. This increase of 5-7 per
cent during the year was the net result of increases of 6-6 per cent in the
case of imported goods and 5-0 per cent i the case of Union goods, but
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in this connection it should be mentioned that, whereas the index for
imported goods increased steadily from 209-4 in December, 1948, to
223-2 in December, 1949, the index for Union goods increased from
158-8 in December, lf)Jn‘:s t0 1689 i in September, 1949, and then declined
steadily to 166-7 in J)e(,,ember, 1949,

Retail prices also continued to increase, but only up to June, 1949,
when the index for all items (base : 1938 =100) stood at 154-7 compared
with 150-2 in December, 1948. Thereafter the index declined to 1532
in July and remained at approximately this level up to the month of
November, whereatter it returned to 154-2 in December. The net
increase of 2-7 per cent between December, 1948, and December, 1949,
was principally accounted for by an increase of about 5 per cent in the
index for food.

Agricultural prices, on the other hand, after declining from an index
(base : 1938=100) of 269 in December, 1948, to 260 in July, 1949,
increased thereatfter to an index of 295 in December, 1949. The sharp
increase during the second half of the year was principally accounted for
by the higher prices received for wool.

SHARE PRICES

The post-war downward movement in the prices of gold-mining
shares was reversed during the year 1949. In view of the expectation
of a possible higher price “for gold and /or the possible devaluation of
sterling, the index (base : l!).iH:l()()) for the shares of producing gold
mines, atter declining from 102-6 in December, 1948, to 95-8 in January,
1949, increased thereafter to 121-1 in August and 120-1 in the first half
of September. Then, as a result of devaluation, it jumped to 142-0 in
the second half of September and 148-0 in October, whereafter it declined
slightly to 147-3 in December. Similarly, the index for the shares of
non-producing gold mines, after declining from 291-9 in December, 1948
to 234-7 in Jammry 1‘)4‘) showed an upmird tendency thereafter to
stand at 251 -3 in August and : 2807 in the first halt of Septembu" There-
atter it jumped to 317-6 in the second halt of September, and then to
about 360 in October and November, whereafter it declined to 309-7
in December. In spite of these upward movements, the average mont-hly
indices for 1949 in both cases, were still below those registered in 1948,

The prices of industrial shares, on the other hand, continued to decline
during the first seven months of 1949, the index falling from 225-4 in
December, 1948, to 180-5 in July, 1949. Thereatter the index increased
to 192-5 in the first halt of September and 200-1 in the second half, but
f('-ll back to 184-3 in December. The average monthly index dropped from

252-31n 1948 to 193-4 1n 1949.

REAL ESTATE TRANSACTIONS

Of the economic indices available for the Union, perhaps the most
drastic change in 1949 compared with 1948, is revealed by the index for
the value of property transactions. The sharp decline following the
peak index of 550 established in June, 1948, was continued during 1949,
the index falling from 370 in December, 1948, to 260 in December, 1949,
1.e. to apprommately the level which prevailed in the beginning of 1946.
This sharp decline, from an average monthly index of 443 in 1948 to 326
in 1949, principally reflects a decline in the number of properties trans-
ferred. While property prices may have declined during the year, a
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crowing gap appeared between the prices quoted by sellers and those
offered by prospective buyers. The relative scarcity of money in the
Union was clearly reflected in this section of the country’s econony.

('OMPANIES REGISTERED

In view of the lack of figures on capital investment in the Union.
it mav be of interest to consider the data available on the nominal capital
of local companies registered in the Union. Here, too. the picture 1s one
of decline in 1949 compared with 1948,

The nominal capital of new local companies registered in the Union
declined from £67-7 million in 1948 to £48-7 million in 1949, while the
increases which took place in the nominal capital of existing companies
declined from £74-4 million to £43-8 million respectively. On the other
hand, the reductions which took place in the nominal capital of existing
companies imcreased from £0-9 million in 1948 to £2-3 million in 1949,
while the nominal capital of companies liquidated increased from £6-2
million to £7-8 million respectively, and that of companies removed from
the register from £2-2 million to £3-9 million respectively. Thus the net
increase in the nominal capital of local companies registered in the Union
amounted to £78-5 million in 1949, compared with £132-8 million in 1948,

CONCLUSION

Summarising the tendencies noted above, and allowing for seasonal
movements, 1t 1s found that those economic activities of the Union which
had tended to decline during the post-war period, namely mining and
stock-market activity, indicated distinet upward movements in 1949,
while, on the other hand, most of the activities which had been on the
upgrade in the post-war years, either indicated declining tendencies during
1949 or failed to maintain their respective upward movements throughout
the year.

Imports of merchandise, commercial banks’ discounts and advances.
retail turnovers in Johannesburg and the value of property transactions,
showed downward movements during the vear, while retail prices, whole-
sale prices of Union goods, railway transportation and manufacturing
employment (especially employment in the durable-goods industries),
indicated either declining or levelling tendencies during the second half
or last few months of the year. Contrary to this, there were those indices.
such as bank debits, money in circulation and the value of exports,
which, after reversing their post-war upward movements during the first
halt of 1949, increased thereafter. especially after the devaluation of the
South African pound in September.

Taking account of the relative importance in the Union’s economic
structure ot the tendencies noted above. it appears, therefore, that the
Union’s economic cycle entered a period of contraction in 1949. The
drastic economic measures in force during the year, not only had the
desired effect of changing the country's international account picture
from an unfavourable to a favourable one. but the import and credit
restriction measures also played an important part in the tendency for the
Union’s economic cyele to move away from the abnormally high level
established in 1948. On the other hand, the devaluation of the South
African pound in September opened up the possibilities for revival in
the country's more basic economic activities.
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FINANCE AND BANKING IN BRITAIN

By W. T, ' C. "KILNI
(Editor of The Banker, London)

28th March, 1950,

]'3X PERIENCE of the Government’s first few weeks in office in the

new Parliament has shed very little light on the leading question of
how long it can maintain itself in its present uneasy equilibrium, but has
probably confirmed its worst fears about the sheer physical strain of
doing so. The parliamentary programme announced in the King’s speech
was, as had been expected, evidently designed to be conciliatory, but
the Government has not sustained this mild tone in subsequent debates.
On the vexed question of steel nationalisation, the provisions for which
are already on the statute book, the Government has declared bluntly
that it intends “to give effect to acts passed by Parliament.”” Moreover,
on the wider plane, it has affirmed that it will pursue its policies “‘in the
same spirit and on the same principles as during the past four and a half
vears,” and will not hesitate to propose even contentious measures if
it thinks them necessary for ““the national well-being and the maintenance
of full employment.”

These indications that there is to be no wholesale retreat from the
characteristic policies of the past—except, of course, for the pigeon-
holing of blueprints for further nationalisation—are no doubt designed
to strengthen the Government’s hand in the difficult negotiations with
the Trade Unions with the object of preventing the threatened thaw in
the wage-freeze. On all sides, there are signs of impending rises in the
cost of living ; and, unless the Government can devise some propitiatory
measures, there i1s a real danger that the wages situation will get out of
control.

VUSING GOVERNMENT KEXPENDITURE.

This being so, it is easy to see why the Government has been taking
care to reaffirm its Socialist principles ; but these reaffirmations made
an mappropriate prelude to some of the difficult debates which it has
had to face during the past month. On the economic front, quite
the most important of these took the form of a challenge by the Opposi-
tion on the issue of rising Government expenditure. Twelve months ago,
when presenting the estimates for 1949 /50, Sir Stafford Cripps issued a
solemn warning to spending departments that no supplementary votes
would be permitted except in most exceptional circumstances such as
those arising from a major change in policy. Despite this warning, and
the parallel undertaking to Parliament which it implied, the Government
found it necessary on the morrow of the election to ask for supplementary
votes totalling no less than £148 millions (in addition to an extra £21
millions voted earlier in the year). Of this additional expenditure, nearly
£100 millions was required for the health services, the estimated cost of
which in 1949 /50 was thus raised to nearly £370 millions ; the corres-
ponding estimate for the coming year is £393 millions.

Not unnaturally, it is upon the rising cost of this service that criti-
cism has tended to fasten ; but increases have occurred also in other social
services. Including an additional £21 millions for Defence, the aggregato
“ordinary”’ expenditure for the coming year will be about £3,450 millions,
or roughly £140 millions more than the corresponding estimates made
twelve months ago, despite the fact that in 1950 /51 there will be savings
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from the further decline in war terminal payments. Terminal expendi-
tures, indeed, have now almost exhausted themselves, while terminal
receipts such as those from the sale of surplus war stores (which have
provided very large sums in the past few years) will soon shrink to a
mere trickle. It is becoming apparent, therefore, that the economic
and social policy of the Government res s, i eftfec!, upon the assumption
that taxation remains more or less at its present crushing level for an
almost indefinite period ahead.

ISK OF INFLATION.

Meanwhile, the estimates contained in the new Feonomic Suyvey
suggest that the budgetary position, as viewed against the wider back-
cround of the capital account for the national economy as a whole, will
afford the Government even less latitude than had been hoped. There
had seemed some prospect that the demands for capi'al maintenance
and development in 1950 would show an appreciable reduction on those
for 1949, As part of the “consequential measures” proposed after the
devaluation, the Government envisaged a pruning of the programme for
fixed mvestment by about £140 millions ; in addition, it was expected that
“floating mvestment, 1Le. additions to stocks and work-in-progress.
in the new year would show an even larger fall (because in 1949 both
Government and private stocks had risen sharply). Yet the Kconomic
Survey assumes that gross capital formation at home will this yvear amount
to £2.435 millions, or only £30 millions less than in 1949, At the same
time, the “overall” external balance of payments is expected to show a
surplus of £50 millions, compared with a deficit in 1949 now estimated at
£70 milhons.  In other words, if inflationary pressure 18 not to incerease,
the ageregate flow of savings will have to be £90 millions larger than last
year.

Yet, on the existing basis of taxation the amount of saving repre-
sented by the true current-account surplus of public authorities is expected
to drop from £492 millions for 1949 to £435 millions for 1950. This decline.
moreover, occurs despite an expected saving to the Exchequer of £81
millions m War Damage payments and certain other transfers which the
llri\'ﬂtl‘ I‘l‘l'illil‘“tﬁ Cell) l'i"HHHllilIll‘\' I)I'{"H“”H‘ to 1['(‘;[15 S ('ﬁl[litill. Ill ULI]("F
words, the ageregate savings in or through the public sector will drop
by £138 millions. On the other hand. it is assumed that business enter-
prises. will be setting aside an additional £60 millions to provide for
depreciation and for revaluation of stocks. Hence. without the aid of
inflation, genuine private savings will have to rise by £168 millions beyond
the level of £637 millions at which they are estimated for 1949, This
seems o rather unlikely assumption when viewed in the light of the
experience of the past two years.  According to the official estimates.
aggregate private savings (personal and corporate) actually declined
appreciably in 1949, This means that, if the estimates of the volume of
external and home investment are reasonable. the whole analysis implies
that any tax concessions made in the interests of bolstering up the present
wage policy may threaten an intensification of the mflationary pressure.

Y s

BRITAIN AND THE “E.P.U.

On the external front, the main financial preoccupation during the
month has been with the problem of establishing the new European
Payments Union which is due to replace the present Intra-European
Payments Scheme next July, It has lately been revealed- notably by
Mr. Hoftman's expression of “annoyance™ with Britain—that the meetines
in Paris carlier in the year had ended with the British negotiators in virtual
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deadlock with their fellow-negotiators from other OEEC countries. The
nature of the differences was not, however, fully disclosed until the eve
of last month’s resumed discussions in Paris, by which time Britain had
framed proposals which, it hoped, would provide a workable solution
for all parties. In January, it seems, Britain was still not sure whether
she could join the proposed KPU ; now she declares herself “anxious and
willing to play her full part”—provided that measures can be agreed
which will safeguard the international status of sterling.

Toexplain the difficulties which have arisen and the proposals designed
to meet them, it is necessary first to recall the objectives and form of the
proposed currency union. Ifs purpose is to es‘ablish a fully multilateral
system of payments throughout the OEEC countries, and to ensure
complete inter-transferability of their currencies when used for current
transactions. To this end, each member in the group would each month
notity to the Bank for International Settlements (acting as agent for
the Payments Union) its holdings of the currencies of other members.
Claims and counter-claims would then be compensated so far as possible,
just as happens now, to a limited extent, under the existing IEPS : but
the residual debits and credits in national currencies, instead of remaining
as Individual claims between the countries concerned, would all be merged
into a single net debit or credit representing each country’s position
with the rest of the group as a whole. This would be done by converting
the individual net debits or credits (after the first “compensation’)
nto a debt due to or by the Payments Union, these final balances being
expressed in a new unit of account having a prescribed gold value. |

It these net balances of indebtedness exceeded defined quotas
(relating to each country’s volume of external trade), or remained out-
standing beyond a prescribed term, they would be settled wholly or
partially m gold. The quota would represent for a net debtor country
the amount of credit it would receive from the rest of the group, and for
a net creditor country it would be the amount of credit it had to provide.
Because the gold payments by debtors who had overdrawn beyond their
quotas might not suffice to meet the gold payments to creditors who had
put up more than their quotas, the Union would start with a dollar reserve
to be provided by setting aside S600 millions of Marshall aid otherwise
available for direct grants as at present.

SPECIAL ARRANGEMENTS FOR STERLING ?

Britain’s difficulty in contemplating this plan is that, according to
other OKEC countries and also according to KCA, these multilateral
arrangements should supersede all existing bilateral arrangements—
notably, of course, the important series of payments agreements by which
the use of sterling has been regulated since the end of the war.
Under these agreements, Britain has secured a significant volume of
external credit, the amount in particular cases being limited by a pro-
vision for gold settlements once the sterling accumulations had passed
a prescribed limit, but in other cases being without specific limit. If
these agreements merely lapsed upon the launching of the EPU, the
sterling accumulations would in effect become an aggregated claim on
Britain in the books of the Union, and a large part might therefore soon
have to be settled in gold. To avoid this danger, Britain declares that
she would at least have to take special steps, probably including a freezing
of the existing sterling holdings of OKEC countries and the imposition
of additional restrictions upon sterling accruals from other countries.

This, it is contended, would be a highly objectionable and anomalous

-
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procedure.  Certainly, it would be an odd consequence of the effort
to establish currency multilateralism it its immediate effect was
to narrow the availability of the one currency in the world which
now has a wide international status. It has recently been estimated
officially that in 1948 the visible trade conducted in sterling totalled some
£5,000 millions out of a total world trade of £13,800 millions—a pro-
portion of about 36 per cent. It is believed that, if invisible transactions
were inciuded, the proportion would actually exceed 50 per cent. This
far-flung sterling system, it is argued, depends absolutely on the main-
tenance of the existing structure of payments agreements.

The problem, therefore, is to reconcile this special sterling system,
which is already multilateral over a large part of its operation, with the
project for promoting a new multilateralism within the smaller Fluropean
region. Britain's prescription for this reconciliation is that the rules of
the KKPU should treat sterling as a special case, justified by its international
standing. Accordingly, it 1s proposed that Britain should be allowed to
retain its bilateral agreements, so that claims arising against Britain
would not, if covered by these agreements, become claims against Britain
at the KPU. In return, for this con’inuance of the bilateral facilities,
Britain would forgo the right to receive credit facilities from the EPU,
but would none the less assume the full obligations of membership. In
particular, she would be prepared to run a credit balance at the Union
up to the amount ot her quota, if the trend of intra-lKuropean payments
made her a net creditor—as, indeed, she is at present. There are the
makings of a workable solution in these proposals—even though the
chance of agreement is probably still being prejudiced by a lingering
suspicion in Kurope that Britain still wishes to cling to bilateralism for
1ts own sake,

FarLineg Baxk DurosiTs.

The seasonal fall in bank deposits in the first two months of this year
was, as expected, very large. The record level of tax-collections in the
period covered by the clearing banks’ return for February resulted in
a fall in “net” deposits by no less than £246 millions, to £5.646 millions.
This was the biggest monthly decline ever experienced, and followed one
of £71 millions in January. Even so, the contraction during the three
months to mid-February was (at £218 millions) actually £11 millions
less than in the similar period twelve months earlier.

This slight deceleration of the rate of fall during the phase of heavy
seasonal repayments of floating debt by the Government was wholly
due to the trend of advances, which since the devaluation have turned
more sharply upwards. In the six months to February they rose by over
£130 millions, or roughly twice their rise in the corresponding period of
1948 /49 (when, however, some important funding opera’ions were in
progress). In view of the Government’s reiteration, last autumn, of its
requests to the banks to exercise all possible restraint, this steep Increase
has naturally attracted much attention. It has recently been disclosed,
however, from the usual quarterly classification of advances by categories
of borrowers, that a large part of the additional loans has gone to public
and semi-public enterprises —notably to the nationalised electricity and
gas Industries. The increased demands of private industry seem to have
been mainly due to the increased cost of financing stocks at post-
devaluation prices. Certainly, there has been no sign that the banks are
not strictly observing the official directives that thev should lend only for
“essential” purposes ; on the contrary, complaints of tichtness of credit
are now being heard from many quarters, '
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INSTITUTE OF BANKERS IN SOUTH AFRICA.

REPORT OF THE ANNUAL GENERAL MEETING.

HE Forty-Third Annual General Meeting of the Institute was held
on the 23rd March, 1950, and there was an attendance of seventy-

five l]]@l]ll)(‘l S.

Mr. J. F. Wight, Chairman of the Council, said it gave him much
pleasure to mtmdu(-(, Mr. C. G. Mummery, who had lundlx consented to
preside over the meeting. Mr. W’[ummorv was well knowin to most of
those present as Assistant to the General Man: ager of Barclays Bank
(Dominion, Colonial & Over Seas) (‘ape Town, and he had served on the
Council of the Institute for six years.

Betore asking Mr. Mummery to take over the Chair, Mr. Wicht
extended a warm welcome to those present, particularly those who had
come from some distance, and he would like to make special mention of
the presence of Mr. C. P. Lewis, late Manager of the Midland Bank

Limited, Farnham, Surrey, who was in South i\flr 1ca on holiday.

Mr. Mummery thanked Mr. Wight for his introductory remarks,
and expressed his appreciation of the Council’s invitation to preside at
the meeting. He was very sorry that our President, Mr. H. (. Greenlees,
was unable to be present, but he had unfortunately not been able to
arrange a visit to Cape Town to coincide with the meeting. Mr. Greenlees
had asked him to convey his apologies to the meeting and his best wishes
for a happy gathering.

The Secretary then read the notice convening the meeting.

Mr. Mummery then read apologies for their absence and messiges
of good wishes from :—Dr. M. H. de Kock. Messrs. C. D. Alcock, C. I.
Bate, C. Cleaton Jones, R. B. Edwards, H. G. Freyer, G. W. Gatt, H. C.
Greenlees, J. R. Haddow, A. Innes, J. T. Jurgens, John King, J. M.
Leask, G. F. le Sueur, A. G. Martinius, A. McK. White, W. K. Robertson,
Henry Robinson, J. S. Shiel, R. P. van der Merwe.

The minutes of the last Annual General Meeting held on the 24th
March, 1949 were read and confirmed.

Referring to the Annual Report, Mr. Mummery said it would be
noted with deep regret that Mr. W. A. Coombs and Mr. P. Berning had
passed away durmg the past year, and he asked the meeting to stand in
silence as a tribute to their memory.

Turning to the examinations held recently, Mr. Mummery extended
his congratulations to all successful candidates, particularly the prize
winners.

It was encouraging to note that there had been an increase of mem-
bership of 273 during the past year. Although the increase was gratifying.
he sugeested that there must be many offi sials who had not joined the
[nsti tute, and to these he issued a special appeal to seek membership.
The greater the membership, the greater would be the scope of the Council
to further the interests of the members. In this regard, it should be
remembered that the fundamental aim of the Institute was to assist
the vounger members in making progress in their profession.

Encouraging reports continue to be received from the Branches of
the Institute, and a debt of gratitude was due to the Branch Committees
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for the work they are doing, particularly i the interests of the younger
members, who should give them a greater measure of support than thev
had done in the past. The work of the Branch Committees was purely
voluntary and, therefore, all the more creditable.

Mr. Mummery commented on the great improvement in the Journal,
and stressed the appeal in the Annual Report for contributions from

members.

Year after vear, the Branch Secretaries reported that the various
libraries of the Institute were made little use of by members ge nerally.
A great deal had been spent on the libraries, and (_'!.:Llld](lLt(?h for the
examinations were specially catered for. Candidates for the examina-
tions would greatly enhance their chances of success, were they to study
the books recommended.

The accounts of the Institute for the past year disclosed an excess
of expenditure over revenue of £463, but he was happy to announce that
the Banks had come to the assistance of the Institute in meeting this
deficit. The greater part of the shortfall was due to the considerable
increase in the cost of printing the enlarged Journal.

At the conclusion of the Chairman’s remarks, Mr. J. H. N. Brebner
proposed the adoption of the Annual Report and Financial Statement.
This was seconded by Mr. W. Ralfe and carried.

Mr. A. Q. Davies said it gave him much pleasure to propose the
election of Dr. M. H. de Kock as President of the Institute for the ensuing
vear. It would be remembered that Dr. de Kock was President of the
Institute in 1937, and the Institute was fortunate indeed in having him
accept nomination again. Mr. J. F. Arkell seconded the pr()poml and
Dr. de Kock was elected President with acclamation.

On the proposal of Mr. D. G. Lloyd-Jones, seconded by Mr. W. J.
Martin, the Vice-Presidents for 1949 were re-elected en bloe with the
addition of Mr. H. . Greenlees (retiring President), Messrs. A. W. Alison,
A. Q. Davies and H. W. Jeffreys, and the exception of Dr. M. H. de Kock
(President for 1950-51).

Mr. J. Clarke was re-elected Honorary Treasurer on the proposal of
Mr. H. J. F. Dumaresq, seconded by Mr. C. A. Coldrey:.

Mr. A. . MacMahon proposed that the election to the Council of
Messrs. H. G. Freyer, A. B. Herbert, H. C. Huskisson and J. L. Maltby
be confirmed. This was seconded by Mr. D. R. Sprenger and carried.

Messrs J. Clarke, C. M. Goldsbury, J. A. Henry, L. Morris, R. E.
Neville and E. H. Orchard, who were due to retire in terms of the Consti-

tution, were re-clected on “1(‘ proposal of Mr. Paul Bester, seconded by
Mr. D. G. Lloyd-Jones.

Mr. L. Morris proposed the following amendment to the Consti-
tution :—

1 . s . .
That Clause 4 (a) of the Tnstitute’s present Constitution be amended
to read :(—

BIL‘III})L‘ s shall 9 (o L

1. Those elected by the Council from officials on the staff of any

of the Banks operating in Southern Africa which are on the
Council’s list,

Lo

Those elected by the Council on account of their official position,

or their attainme nts otherwise : such members shall not be
eligible for election as Associates.
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The proposed amendment which was seconded by Mr. J. D. Odendaal
gave rise to considerable discussion and it was clear that a number of
members present were not satisfied with the wording of the new clauses.
An amendment was proposed referring the whole matter back to the
Council for further consideration and this was duly seconded
and supported by a number of speakers. After clarification of one or
two points by the proposer of the motion and the Chairman of the Council,
however, support for the acceptance of the proposal became crystallized
and the amendment was subsequently withdrawn. On being put to the
vote of the meeting, the proposal was carried by 47 votes to 3.

On the proposal of Mr. A. G. MacMahon, seconded by Mr. D. R.
Sprenger, Mr. R. (. Welsh was re-appointed auditor for the ensuing year.

Referring to the lack of contributors to the Journal from members,
Mr. MacMahon felt that this was mainly due to the fact that members
were shy of submitting articles which might be rejected as unsuitable.
Mr. J. A. Henry said the Council would be only too pleased to receive
contributions, and that contributors would be given every encourage-
ment.

Mr. L. Morris said that the Branch Committees had done a great deal
to further the interest of the Institute and its members, and he felt that
this was a fitting occasion on which to record the sincere appreciation ot
their endeavours. Mr. J. W. Thams said it gave him great pleasure 1n
supporting Mr. Morris’s remarks. He had been present at the inaugural
meeting of the Pietermaritzburg Branch, and was most favourably
impre:=sed with the enthusiasm of its members.

Mr. W. Ralfe deplored the lack of support given to the Cape Town
Branch Committee by local members. In spite of the large membership
in this area, lectures and other functions were very poorly attended.

There being no further speakers, the Chairman declared the meeting
closed.

Mr. C. M. H. Tooke proposed a hearty vote of thanks to the Chairman,
who had o ably eonducted the meeting and this was carried unanimously.

STUDY GROUP PAMPHLETS

Members are advised that sets of these pamphlets may be had:
free of cost, from the Secretary on application.

The pamphlets cover a wide range of subjects on practical banking
and will prove of much interest and assistance to candidates for the
examinations ot the Institute.

Outside Great Britain there s hardly a country, whether
capitalist, socialist, or mixed, where banks have been
O allowed to pursue their trade without being subjected to .
,“) some form of control devised to deal with banks as banks : (%
12 and yet there can hardly be any country with a hustory so o
free from banking failure as ours has been over the past
half century.—W. J. Thorne, “Banking.™
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EXAMINATIONS DEFENDED

By R. W.

1" 1s fashionable to-day to decry examinations. They are not a fair
test, 1t is said. They encourage unintelligent cramming. They
give an advantage to those who have a certain knack of displaying their
knowledge and concealing their ignorance. They foster an ugly spirit
of competition. School examinations (external ones in particular) help
to defeat the true idea of education. Passing them becomes the be-all
and end-all of school life. They impose an intolerable strain and are
dreaded alike by teachers and taught. And, after all. those who excel
in them are not always those who become the most useful or distinguished
citizens in after-life.

These are among the most common objections, all of which are
now well-known and widely canvassed. Some of them contain a good
deal of truth, but others are of little weight, and the whole indictment is
not sufficiently strong to justify the abandonment of the examination
system.  Kven if all that could be said against it were true. the question
remains, what are you going to put in its place ? To that question no
satistactory answer has ever been given. And so we had better look at
the objections again and see what precisely they are worth.

To take the last first, is it true that the successful passer of examin-
ations 1s often a failure, more or less, in after-life 7 All experience seems
to contradict that rather airy assumption, though, of course, exceptions
exist.  “Who takes the lead in this country ?”’ asked Robert Lowe,
virtual Minister for Education in a British Government of last century.
“Those who in early life have shone in contests and examinations.’
Macaulay was still more explicit. “Whatever be the language, whatever
be the science, which it is in any age or country the fashion to teach,
those who become the greatest proficients in those languages or those
sciences will generally be the flower of our youth, the most acute, the most
Industrious, the most ambitious of honourable distinction.” It was not
only the Victorians who talked like that. The other day a writer of
long teaching experience wrote to the Spectator, “*Generally speaking,
boys and girls who have shone at examinations have made good 1n life.
Such at least has been my experience . . . On the other hand I
have not found many dolts achieve eminence.

Macanlay spoke, as above. about being “ambitious of honourable
distinction.”  You cannot have that without competition. And what is
wrong with competition ?  Examinations are necessarily competitive
(1) when they are for scholarships and bursaries awarded on scholastic
grounds ; (2) when passes are given only to a certain number, and a
first-class, say, is a rare distin~tion. You cannot dispense with competi-
tion.  Even between different schools (or banks) there may well exist
a healthy spirit of competition.

Whatever may be the case in industry, it is clear that in the professions
and the Civil Service there isno need to fear competition. If promotion is
not to be by favour or by mere mechanical routine, it must be by competi-
tion, and that often means by examination. J. S. Mill in his “Political
liconomy” defended competition (1) as a safeguard against monopoly
(" Wherever competition is not. monopoly is”), and (2) as an incentive
to overcome the natural indolence of mankind. Now the examination
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system is eftective in exastly these two directions. It has been pointed
out that when the Victorians wished to reform an institution they usually
began by instituting or improving its examination system. They did
that with the universities, they did it with the Civil Service. “The
'ommission on the University of Oxford reported in 1852 that ‘examina.-
tions have become the chief instrument not only for testing the proficiency
of the students but for stimulatine and directing the industry of the place.
The general effect has been exceedingly beneficial.”  The Northcote-
Lrevelyan Report of 1854 which led to the first introduction of competitive
examination for the Civil Service is well enough known.”

The writer of the above sentences goes on to athrm that, while it is
pertectly true that there are qualities which can scarcely be discovered
In examinations, on the other hand “a man who takes a hich place in a
competitive examination is likely to possess an aptitude for hard work
and is certain—ipso facto—to possess very considerable stores of knowledge
and the training to use it.” We may compare with that the opinion
expressed by one of the greatest of all educationalists, the late H. A. L.
Fisher, that the sucessful passing of an examination requires the posses-
sion and cultivation of certain valuable qualities such as exactness, a
good memory, power of concentration., ambition and determination
the very qualities that are needed most in the practical work of life.

“An aptitude for hard work.” With many that aptitude is lost or
not allowed to develop because of the mo'lycoddling they receive in carly
life. Why should children, why at least should young people, be afraid
of hard work ? Why should they be encouraged in this pusillanimous
self-love 7 As Mr. Compton Mackenzie said not long ago in an interview,
“the idea that you must not strain the young mind is nonsense.” He
thought that the present popular idea of education as being something
very pleasant and agreeable badly wanted looking into. “It is no good
trying to abolish hardship.”

Examinations are no doubt a hardship, but life is not all a bed of
roses, and only those who learn that lesson pretty early on can hope to
succeed. An examination is just a test, and all day long and every day
life 1s being tested, its weaknesses laid bare, its strength discovered, its
worth proved. “Life,”it has been truly said, “is an unending series of
examinations.” Why then shrink from them—whether at school or after
Few people can be expected perhaps to relish them, to meet them with
open arms, “happy as a Lover.” But it can be maintained that many
pupils work best when they know that they have a definite hurdle to
surmount in a limited time and can expect sufficient reward for their
success. Another point made by an authority on the subject is that a
good examination syllabus prevents teachers or lecturers from cantering
off too wildly on their own hobby horses. Delightful people these are
as a rule, but—ars longa vita brevis. In other words, they waste an
unconscionable deal of time. Besides, they set the poor examinee a bad
example, for, as Mr. Eric Partridge warns him, “‘examiners detest
irrelevance.”

It 1s a rather picturesque historical fact that George
Washington was a stockholder and depositor in the Bank
of England, which took care of his funds while he was @
fighting British armies.—A. (. Hart, “Money, Debt and
[lconomic Activity.”
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THE THIRD ANNUAL REPORT OF THE
REGISTRAR OF BANKS

HIS report, for the period ending 31st December, 1948, has to some
extent lost its value, due to the lateness of publcation. The
Registrar explains that the delay in submitting the report is due to
pressure of work, and it seems a pity that the official charged with the
oversicht of an important statute should be so hard pressed that his
annual statutory report cannot be ready until many months after the
close of the period reported upon. The Registrar of Banks is also the
Yegistrar of Building Societies and it would seem that the work involved
Is too much to expect one person to handle.

- The position as to registration of institutions in terms of the Banking
Act of 1942, as at 31st Desember, 1948, was as follows, viz :—

[
¥
]

Registered : commercial banks.

)
2 peoples’ banks.
1 loan bank.

6 deposit receiving institutions subject to section 2(2).
Provisionally registered : 2 deposit receiving institutions.

Apart from these there were applications pending in the case of one
loan bank and no fewer than 28 deposit receiving institutions. The
Registrar again points out that the principal cause of delay in registra-
tion 1s the intensive examination and revision of the constitutions of
applicants necessitated by the requirements of the Banking Act. He adds
that these tasks have now (July 1949) been all but completed and that it
is hoped to dispose of all remaining applications in the near future.

I'he report goes on to deal with various matters in connection with
our commercial banking institutions. These matters are of little interest
to officials working in commercial banks and there is no need to deal with
them here.

Under the heading of “Rulings and opinions’ the Registrar records
a ruling of some importance. The Companies Act of 1926, Section
H0ter (1), as applied by the Banking Act, lays upon a banking institution
the duty of seeing that the “profit and loss account shall be made up so
as to show as far as is reasonably practicable a true statement of the
profit and 1_0.--::-4 for the period it covers.”” Where the auditors’ certificate
to the }'}m{it and loss account includes the words “subject to the fact
t!nu..t .tmns'h_amJha.ve been made therefrom to /thereto from Reserves for
(.,-()11‘[.111;011(:103 “the ruling is that the disclosure of the amounts transferred
to or from undisclosed reserves cannot be deemed to be “practicable.”
As the Registrar rightly remarks : “anv other approach would entirely
nullity the very purpose of secret reserves.’’ "

~The remainder of the report consists of a series of admirable statis-
tu_:n-.l tables and some critical remarks on commercial bank credit policy
during the latter part of the four year period ended 31st December, 1948.
Due to the unavoidable delay in publication of the report the statistics
now have mainly a historical interest, but a few comparative figures for
the commercial banks may perhaps still be of some interest :—
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1 s B I T 1.7 Yatat
COMMERCIAL BANKS— IN THE UNION ”’—FIGURES IN £1.000’s

! \ e
i Mar.1945 |' Mar.1948  Dec.1948

Total liabilities to public e .. | 268,049 | 415491 | 378,950
S. A. Reserve Bank Notes and other

eash (a) .. oy 2 uy 5,063 8,470 10,658
Balances with S.A. Reserve Bank :— '

Statutory (b) " ! .. | 24491 | 39,343 | 36,373

Free balances (c). . R .. | 115,492 - 144,661 | 60,328
Total cash reserves (a, b & ¢) .. | 145,646 | 192,474 | 107,359
Other liquid assets By 43 clee B T23 5l 112007 |- 129.909
Total loans, overdrafts and discounts . . - 44850 | 120,447 | 156,124

_____'_'_’_———-_—-————-__.______._I______

These few figures provide only the barest outline of the oreat changes
In banking business during the immediate post-war years, and the
Registrar in his report draws particular attention to the decline in the
“free” balances with the S.A. Reserve Bank. The report also makes a
pomnt of the fact that, even after a decline had set in. in other ficures,
advances increased by some £36 million between March and December,
1948, Those who may be interested are referred to the report itseif,
where a wealth of statistics is given.

The Registrar’s main criticism seems to be embodied in the following
phrases :— '

| “The banks appeared to have become so accustomed to the

‘happy days’ of previously unknown liquidity and surplus reserves
which had prevailed since the Union’s departure from the gold
standard at the end of 1932, that they were unable to appreciate
that the situation had in the meantime been completely reversed
and they appeared to be unable to appreciate what action these
changed conditions called for. It was left to the Minister of Finance.
carly in December, 1948, to impress upon the banks that prevailing
conditions called for action in connection with virtually every class
of credit extension and that the immediate national reserve problem
called for the greatest caution on the part of the banks. This
admonition, in turn, had to be followed up by a further appeal to the
banks by the South African Reserve Bank ‘as a matter of positive
public policy, to contract credit facilities for non-productive pur-
poses generally, and to restrict advances in the case of the less
essential and over-developed industries, with due recard to the
obvious mneed for exercising discretion and avoiding unnecessary
disturbances.” ”’

These sentences raise grave questions as to the extent of the duties
and responsibilities of commercial banking institutions in a so-called
free economy, but discussion of them in the present context would perhaps
hardly be appropriate. A. F. A, Ing.

It has always been recogmised that a state of full G)
employment will only lead to woe if it is not accompanied
by a much greater sense of responsibility on the part of 6
the trade unions—and also, to be fair, of the trade associa-
tions.”—Ilconomist.
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BOOK REVIEWS
Balance Sheets and the Lending Banker, by J. H. Clemens, A.C.1.S., A.1.B.

IN his preface Mr. Clemens writes : “The book has been planned

primarily as a study of balance sheets, from the special point of view
of the banker. The emphasis is therefore upon accounts rather than
bank lending,” and it should be said at once that the plan has ably been
fulfilled. Mr. Clemens writes out of a mind packed with practical banking
experience and wide reading of his subject.

Part 1 is “mainly theoretical” and deals generally with balance
sheets and their constituent items. Interwoven with this is a series of
ratios which can be used as tools to unearth and set forth trends of, and
conditions in relation to, businesses whose balance sheets may, for lending
purposes, need close scrutiny. The list of ratios is an impressive one
and numbers well over a dozen. Among the more important the following
may be mentioned, viz. :—

Assets and labilities ratios (e.g. percentage of current assets to
fixed assets, or percentage of demand liabilities to total liabilities)

Debtors /Creditors ratio (obtained by dividing debtors and bills
receivable by creditors and bills payable.)

C'urrent ratio (i.e. current assets divided by current liabilities).

Laquid ratio (i.e. the ratio which liquid assets (cash mainly) bear to
current liabilities (not fixed long term liabilities).

Turnover ratio (obtained by dividing cost of sa'es for the year by the
average stock).

(iross profit ratio (i.e. gross profit expressed as a percentage of sales).

A number of other ratios are given, but the above short list will
suffice to give an idea of the analytical approach to balance sheets and
the relevant revenue accounts. ixamples of most ratios dealt with are
given in the text, based largely on a sample balance sheet, which appears
arly in the book, and which is used with brilliant effect throughout,
together with the appropriate manufacturing, trading, profit and loss
and appropriation accounts. | |

The author then turns to Part L1, which is “mainly practical,” and
asks whether the tools provided by the ratios are sound, whether they are
the right tools and what is the verdict of experience on these questions.
[t is in this part of the book that some of Mr. Clemens’ most telling points
are made. For instance he likens a balance sheet to “a ‘still’ produced
when the action of a film running through a lecture room projector is
stopped for a moment to enable a particular position to be closely
(=xzmr}1i11(?(l. It is then viewed mstinctively as a matter of suspended
motion in connection both with the movements which led up to that posi-
tion and those into which it merges when the projector is started up
again.”  How often has one wished that this view was more widely
held and that bank men would not look upon a balance sheet as a pictur‘é
of a fixed p(m.iti(m, oood for a year, two years, or even longer. After
i:i,r(*full_v considering the various ratios the conclusion is reached that

the only completely logical and valid ratio is the gross profit ratio,”
but that when several different ratios are used, “each in itself of indifferent
evidential value and all point in the same direction their combined
verdict may be irresistible.
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Then follows a chapter on over-trading, defined as “trying to main-
tain a scale of operations with insufficient working capital and above all
with inadequate cash resources.” The quotation by itself shows the
calibre of the writer and the whole of the chapter might with advantage
be learnt by heart by every South African bank manager.

Chapter X deals with the practical questions which arise in every
bank lending—why the request to borrow ¢ for what purpose ? will it
be enough ¢ what is the source of repayment ? and so on. The penul!i-
mate chapter suggests a form in which a record of borrowers’ balance
sheets and accounts may be set out by a bank, so as to throw up vital
trends at a glance. The suggested record covers three years’ balance
sheets or more and is designed to show sub-totals for current and fixed
liabilities, liquid, circulating and fixed assets, with notes on sales, gross
profits, overheads, net profits, etc., and it is claimed by the author that
with such a record it has been found possible in practice to detect many
material trends.”

It 1s difficult in a review to give an idea of the full quality and flavour
of this book, but this can be said—it is a book to be read and studied
by all practical bank men, whether managers, accountants or other and,
not only that, it is a book which should be kept handy for reference.
Perhaps Mr. Clemens’ most important contribution is his insistence upon
trends—upon the moving, changing nature of every business and above
all on the necessity for cash as the life blood of every business. A final
quotation must suffice :—

“But above all the leitmotiv of this book, which 1t 1s hoped will
come back to the reader again and again, when other themes have
been forgotten, is LIQUIDITY, actual or potential. Cash must be
available, or obtainable, in every business in the right quantity at
the right time. Its presence means vigour and stamina : it absence
weakness and instability. The flow of cash 1s the ultimate test
of sound business and sound lending alike.”

A, F. A. ING,

A

Scotivsh Banking Practice—Foreign Business, by David Rodger, A.C.1.|
(Published by Wm. Blackwood & Sons Ltd., Edinburgh & London, 2/6d.)

IN this sixty-eight page booklet, issued under the auspices of the Institute

of Bankers in Scotland—one of a series of fourteen pamphlets each
dealing with a section of Scottish Banking Practice—Mr. David Rodger
sets out to provide practical advice on problems connected with foreign
business which might have to be dealt with at any branch bank today.

Dividing his subject into five main chapters the author gives a most
able and lucid description of the general organisation of a Foreign Depart-
ment, dealings in foreign exchange, the practical handling of exchange
remittances and the financing of foreign trade and of foreign travel,
most of which are, of course, subjects calling today for ever increasing care
and attention by bank officials the world over.

While pointing to the need for caretul adherence by banking readers
to detailed instructions laid down on specific points by individual banks
and makine no claim to any text-book exposition of the subjects covered.
Mr. R{){];_{elr" succeeds most happily in giving an extremely useful outline,
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from the practical point of view, of a wide range of transactions and colours
these pictures in an interesting way with succinet particulars of the
more important documents, etc. met with in practice. The real measure
of his success, however, lies in the attractiveness of his deft style, free
from any trace of that “heaviness™ or “technicality” which so often
renders most writings on the subjects in question uninviting, if not obscure,

to any but the qualified specialist.

This booklet was intended primarily for the benefit of any who might
not be fortunate enough to have had much specialised experience in the
type of transactions in question, and the Scottish Institute of Bankers
18 fortunate indeed in the result, for the author obviously brings to his
task a wide knowledge of the theoretical as well as the practical side of
his subject which enables him to point, in the booklet, more specifically
to the “things to watch out for” and the circumstances in which it is
advisable to seek Instructions or guidance from superiors.

Foreign business is, of course, governed or controlled almost com-
pletely today by exchange control regulations and general references
to the incidence of such regulations naturally often appear. With extreme
toresight, however, a brief review of the main feature of Exchange Control
operative i the United Kingdom has been included in a small pamphlet
which has been bound, not in the main booklet, but separately, so as to
facilitate reprinting of that section alone when changes in the exchange
regulations are deemed to warrant such a step. The booklet is served
by an index and is rounded off by the inclusion of suggestions for further
reading on individual matters.

While intended, of course, for readers in Scotland, it is nevertheless
to a very large degree applicable to South African conditions and it should
be of real use and interest to banking men in South Africa, and invaluable
to the student.

Copies may be ordered through the Secretary of the Institute, P.O.
Box 2213, Cape Town, at the published price.

C.CW.J

Nothing has strengthened the esteem of gold in the
public eye more than the abuse of paper money over the
I rast ten or twenty years, selectively penalizing most of I
¢ the industrious and thrifty and selectively benefiting the
; dustrustful and the speculator. The seductive ease of @3
I covering - government expenditures at the priont-shop s I
something that statesmen always will have difficulty in
resisting.—National City Bank of New York, Monthly
Letter, November, 1949,
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BARCLAYS BANK (D.C. & O.)

~ STATEMENT BY THE CHAIRMAN
to the Ordinary General Meeting held in London on 28th December, 1949,

Sl_N(_JE our last Meeting the (llI(‘(t015 have ﬁlpp(mlte(l to the Board

Mr. R. W. Foot, O. B K., M.C., and Sir Eric G. Machtig, G.C.M.G.,
K.C.B.,0.B.E. Mr. Foot’s wide business experience and Sir Eric Mac htw S
long {Llld imtimate knowledge of Commonwealth affairs will be of ”I(‘.:lt
value to the Bank, and I feel sure the stockholders will approve their
re-clection to the Board when we reach that item in the agenda at the
annual meeting.

Karly in the year, Mr. Barnes, our deputy-chairman, paid a visit to
Kenya, rldng{m} ilka, and Mauritius. He has now just returned from the
Middle East where he was able to visit our branches in Israel and Cyprus.

During the year we were glad to welcome again Sir Ernest Oppen-
heimer, who came on a short visit to England.

Betore dealing with the changes in our local boards overseas and other
appointments, I particularly wish to mention the impending retirement of
our general manager, Mr. A. T. Dudley. Mr. Dudley leaves us this year,
1 r(ﬂrrot to say, b{‘f(}] e the date of the annual meeting, atter forty-four
years ’ banking service. He joined the Colonial Bank in 1919 and has held
a number of senior 5:11)}'}0111'(*111(}111;.3 both at home and overseas, including
that of local director in New York. He was appointed a general manager
in 1945. Mr. Dudley has a wide knowledge of the Bank’s buanwaa
together with pm‘wlml experience of many of the territories in which we
operate. He will be much missed by his many friends in the Bank overseas
and in this country. I know he will take with him your warmest good
wishes, and that you would like me to express your frmtltude to him for
all his mmtl work.

Mr. R. D. Smith, formerly an assistant general manager, has been
appointed a general manager of the Bank.

In our overseas local boards and general management there have
been several changes. Mr. (. Murray has retired from the South African
board, of which he had been a member since 1934 ; his long service in
that capacity, and formerly as one of our senior 111.:111.:1“01% n %f] 1ca, has
been of great value and we are gratetul to him for all he has done for the
Bank.

Mr. M. W. J. Bull, formerly a general manager in South Africa, who
retired last year, has been appointed a member of the South African
board and we are glad to have the continuing benefit of his intimate
knowledge of South African business.

Sir Herbert J. Stanley, who has been a member of our Cape local
board since 1942, has also retired. 1 should like to take this opportunity
of thanking him for his services during his term of office.

Mr. R. P. van der Merwe, one of our general managers in South
Africa, who has been in charge of our affairs at the Cape for many years,
has retired after 44 years’ able and devoted service to the Bank. He will
be much missed by his many friends in South Africa, both inside and
outside the Bank, and we offer him our best wishes in his retirement.

Mr. C. D. Alcock, who was manager of Circus Place branch during
most of the war and later became an assistant general manager in South
Africa, has been appointed a gener ral manager tlwr and has succeeded

Mr. van der Merwe at the Cape.
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[n June this year, Mr. A. P. 5. Clark, our local director, Palestine,
retired on persion after forty-two years’ service. As I mentioned in my
statement last year, Mr. Clark has been in Palestine for over thirty years
and has a profound knowledge of that territory and its many problems.
His wide experience has been of the utmost value to the Bank, and 1 am
pleased to say that he is continuing temporarily in charge as local director.

Our local director in Tel-Aviv, Mr. J. Hackmey, who was appointed
to that position on his retirement from the management of Tel-Aviy
branch three years ago, has retired.  During Mr. Hackmey's period as
local director he has been confronted with many difficult problems and we
arc mdebted to him for the loyal service he has rendered to our Bank over
a very long period and often in most trying conditions.

Mr. K. I RO Smith, formerly manager of our Circus Place branch,
has been appointed an assistant general manager of the Bank.

[ deeply regret to have to report the sudden death in April last of
the secretary of the Bank, Mr. Alan Grave, who had held that office since
1945, His death was a great shock to us all and many of us here are
teeling the loss of a loyal friend as well as a faithful and conscientious
colleague.  Mr. C. K. S. Pringle, formerly assistant secretary, has been
appointed secretary in succession to Mr. Grave.

Stockholders will, 1 know, be interested to hear that since our last
Meeting, we have extended our operations to a new territory— British
Honduras, the only British colony in Central America— where we opencd
A branch in October last. I am pleased to say that the branch appears
to have made a satisfactory start.

Betore dealing with the balance sheet and profit and loss account, ]
would like to say a few words about our staff. Conditions both in [Kkngland
and m many countries overseas are still difficult although steaqy progress
s been made o improving the staff position.  Pressure of work is still
high but the staft’ continue to give an excellent service and they are
deserving of the highest praise. The question of living accommodation is
still a- major difficulty in many areas, although during the last twelve
months some progress has been made towards mmproving conditions.
Unfortunately, i

1t 15 & problem which seems likely to remain with us for
some time yet. - At the annual general meeting you will be asked to Pass
a resolution of appreciation of the work of the staff, and 1 feel sure that
this will be no mere formality but a true reflection of your sense of
gratitude for all the good work they have done during the past year.

The staft of this Bank now number over 10,000, this milestone having
been passed during 1949, which has been a year of exceptional activity.
This has been reflected in a further small increase in our profits after
allowing for increased taxation. I do not think we can assume that this
level of activity will be maintained throughout the current year ; indeed
owing to restrictions of one kind or another. there has been a sharp
reduction in some directions during recent weeks. If this should persist,
the Bank's earnings might be adversely affected.

We shall propose to you that the dividend of last vear be repeated ;
as the figures show, it now enjoys the protection of a good margin. We
are transterrimge £200.000 out of profits to the Bank’s reserve fund. bringing
this up to the figure of £8,000.000 and £150 000 i< being applied in writing
down the premium on the new capital subscribed for the Development
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Corporation, which was issued at a premium of 50 per cent. 1 am glad
to say that the Corporation is becoming increasingly active, and we believe
that the foundations for a useful and valuable business are being laid. 1
teel sure that our stockholders will not expect to see quick results or
spectacular profits. We have, as you know, always held the view that
results could only be shown over a period of some years. Inthe meantime,
1t 18 satisfactory to know that small profits are being earned. These have
only been made possible by keeping running expenses low and strict
attention 1s paid to this aspect of the matter.

In my statement last year I referred at some length to the situation
in Palestine and stockholders will doubtless wish to know how the Bank
has fared since then in the new State of Israel and in the adjoining Arab
territory. As soon as circumstances would permit we sent to Israel under
a senior official, a special staff to clear up outstanding matters. A great
deal of progress has been made and there is every reason to believe that
the amounts which we set aside against possible loss and to which 1
referred last year are likely to prove more than adequate. Our branches
in Western Jerusalem, Tel-Aviv and Haifa are again functioning normally
even if their activity has not yet returned to its former level : and the
same can be said of our branches in Nablus and Gaza. There are, never-
theless, serious difficulties still to be dealt with among them the very high
cost of living in the State of Israel, in spite of steps that have recently
been taken to reduce it, presents a problem not only for the State itself
but for everyone in it. The neighbouring Arab States also have pressing
problems both political and economic. It is greatly to be hoped that the
conclusion of peace treaties between the Jewish and Arab States will
be pressed forward so that the present atmosphere of suspicion and ill
will may be dissipated and that this part of the Middle East may once
again enjoy peace and prosperity.

Turning now to the balance sheet, the most striking change to be
noticed is the sharp reduction shown in our deposits. On the assets side
advances to customers remain at much the same figure as last year, and
consequently, represent a substantially higher proportion of our resources.
They slightly exceed the total of our investments so that the ratios of
these items to our total deposits now stand at 30-88 per cent and 29-02
per cent respectively. Although cash has fallen sharply to 20-27 per
cent, the balance sheet still shows a very liquid position, more especially
since under the heading of bills discounted we hold over £42.000.000 of
Treasury Bills of the British and South African Governments. and British
Exchequer Bonds maturing earlv in 1950.

The investments, which are the second largest item in our assets. stand
at £99,832,156 and include for the first time our sharcholding in the
National Finance Corporation of South Africa. Although the amount is
not large—£75,000—it has a rather special interest for us. The new
corporation, which was established in terms of an Act passed by the
Union Government, has a ca pital of £1,000,000 subscribed for by the South
African Reserve Bank, the commercial banks, building societies. mining
houses, insurance companies and other financial institutions. It com-
menced operations on the 19th September. Its object is to help to
integrate the financial structure of South Africa. Your Bank is repre-
sented on the board of the new concern, which is designed to play an
important part in the financial life of the community : its progress and
development will be watched with close interest.
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Having in mind the sharp fall which took place in gilt-edged securities
during the year under review, stockholders will wish to know how the
Bank has been aftected. Although the depreciation in values that we
have experienced has been severe, it would undoubtedly have been greater
had our investments not been almost entirely confined to those Government
securities which have a definite date for redemption, and for the most part
to those which are of short or medium term. This policy which we have
been following for some time past can, I think, be said to have proved its
worth under existing conditions. Our investments amounting to
£99,832,156 appear in the balence sheet at under cost and below market
value.

T'he shrinkage in our deposits reflected in the current balance sheet
Is notable tor being the first decline of any importance in this figure to
be recorded since this Bank was formed in 1925. The fall in deposits
has taken place almost entirely in South Africa, where great changes have
occurred during the past twelve months. As an illustration, it is
interesting to see that whereas on the 30th September 1948, our balance
with the South African Reserve Bank stood at over SA£65.000.000,
this figure had shrunk to SA£23,000,000 twelve months later.

The great change which has come over the picture in South Africa
during the past year has been due to more than one factor. While OpINnions
may differ as to the main cause, it seems to me that the whole matter may
be best summed up in simple language by saying that South Africa
like the United Kingdom, and, for that matter, like numerous other
countries—has for some time been living beyond her means. The effect
of the heavy adverse trade balance is clearly shown not onl y in the figures
of our own Bank but also in the published figures of the South African
Reserve Bank, where the reserve ratio on 9th September 1949, fell to
29-1 per cent., the lowest recorded.

It 1s no doubt true that some slowing down in the phenomenal rate
of progress of recent years had to come, but the underlying factors
governing the situation were for a time obscured by the flow of capital
from the United Kingdom, which reached altogether abnormal propor-
tions during the year 1948. When this flood tide eventually receded the
bare facts quickly became exposed, showing unmistakably the need for
drastic regulations to control imports. It was inevitable that adoption
of these measures should create inconvenience and hardships, but when
considering the whole picture we should not allow our view to be obscured
by these temporary factors : although at the time they loom large on the
horizon, they are in reality symptoms of maladjustment rather than of
any fundamental change. Tt is, perhaps, true to say that those who
recently took an unduly gloomy view of the picture were doing as much
harm as those who, a year or two ago, felt that there was scarcely a limit
to the opportunities for expansion and profit. L

[t is too early yet to say exactly what effect the recent devaluation
ot sterling and of the South African pound will have on the economy of
the respective countries, but in the case of South Africa 1t must, I think,
be admitted that until this change took place the “ terms of trade *’ were
weighted heavily against her ;: while on the one hand she had to pay
greatly increased prices for her imports, she was obliged to dispose of
her staple article of export at the old price. The “ terms of trade,” how-
ever, have now moved once more in her tavour, and, although the dollar
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price of gold remains unchanged and restrictions on imports from the
U.S.A. may have to be maintained for a time, it seems certain that South
Africa should in the near future be able to restore her sterling resources to
a figure which will permit of normal imports from the United Kingdom.

The 1dea of devaluation is, naturally, repugnant to those who are
by training particularly concerned with the fulfilment of obligations and
the sanctity of contract ; the word itself has an ominous sound. More-
over, the road to salvation is not usually to be found by following the line
of least resistance, or through some ‘“‘short cut.” There can surely be
few people today so credulous as to believe that, by this means alone,
anything ot permanent value will be achieved. While some may profit
others will lose, but, generally speaking, it is the creditor who suffers.
Thus one more blow is struck at the habit of thrift, a habit which has
now become so much out of fashion that those who still try to practice
this difficult and almost forgotten art are, perhaps, no longer considered
of much account. Nevertheless, the attitude towards such questions is
significant, for the prospect of becoming a shiftless, thriftless, predatory
soclety 1s not a pleasing one for any of us to contemplate. It may well
be that this is the fate we shall be laying in store for ourselves if the savings
of the people are to be indefinitely penalised by crippling taxation,
which not only destroys the urge to build up and progress, but encourages
all forms of waste and extravagance. It seems to me that, as in the case
of other specific remedies for different complaints, the effectiveness of
taxation becomes impaired by too much use. As an antidote to infla-
tionary ills it has arrived at, and in fact long passed, the point at which
1t ceases to be effective. Indeed, the stage has now been reached when it
helps to create those very conditions which breed the disease itself.
Private extravagance in the individual, moreover, cannot be dissociated
from over-spending and wastefulness in public affairs, for the one reacts
upon the other and both lead in the same direction.

But, for good or ill, the step has now been taken, and we cannot
believe that devaluation was accepted lightheartedly. Indeed, all the
exhortations and speeches on this subject—some of which may at times
have been a little bewildering and even seemed contradictory to a public
not versed in these matters—appear to show that the contrary was the
case. It may be true that there is sometimes a tendency for the critics
themselves to be too dogmatic on the subject of devaluation. While great
injustice may be done to large sections of the community, this is not
necessarily the case, for the old rate of exchange may have given a
fictitious value to one currency, in terms of other currencies, prior to an
act of devaluation, so that some corrective may have been overdue.
Without the test of a genuinely free market, however, which means the
price at which the willing buyer and the willing seller come together,
there is no one who can say with certainty what the true ficure should be.

One of the weaknesses inherent in any rigidly controlled economic
system is that the structure erected upon 1t 1s based upon a number of
arbitrary assumptions. For example, there was nothing sacrosanct about
the old relationship between the dollar and the pound, which lasted
throughout the greater part of the war. Yet this rate was taken as the
basis on which our post-war economy was planned. Without the aid of
some pressure gauge such as that provided by a free exchange market,
the stresses and strains to which the whole fabric of the national economy
s subjected cannot be accurately assessed at any given moment. Those
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in charge of our affairs of State are controlling the mechanism without
having in front of them, as it were, the familiar panels of an instrument
board to indicate where the leaks are occurring and where the pressures
are too high. Certainly the public at large has very little means of knowing
what is really happening. T'he failure to apply corrective measures at
the right time means that eventually we are brought hard up against
reality with a sudden shock. The extent of the recent devaluation is a
measure of the miscalculations which have been made. Under a less
ricid system the exchange rate would soon have reflected the current
trend of affairs and remedial measures might well have been adopted at
an earlier stage. The need for such a drastic readjustment at the last
moment might thereby have been avoided.

T'o anyone accustomed to orthodox methods it may appear surprising
in retrospect to find that the great changes that have come over the scene
in recent times, both in the United Kingdom and in South Africa, have
not been accompanied by a rise in short-term money rates. These have
shown practically no change throughout the whole period. On October
13th, however, the South African Reserve Bank raised its official redis-
count rate from 3 per cent to 31 per cent, the rates quoted by the banks in
South  Africa for commercial loans and advances, and also for fixed
deposits, being simultaneously adjusted. This particular instrument
has been laid by for so long now that there appears to be some reluctance
to make use of it again ; as with a weapon that has long been rusting in
the armoury, one grows to mistrust its efficacy, and even in time to forget
how it was once used. It may be true that the element of money rates
has to some extent been overshadowed by new factors, which have perhaps
reduced the field of its effectiveness ; nevertheless, if brought into play
at the right time I believe it could have exercised a powerful influence
and that in the future it may resume something of its former importance.
While 1t 1s a natural desire on the part of Governments to raise loans from
the public on favourable terms, the rate of interest should not be regarded
as the sole criterion of success, and the prestige of a chancellor should
rest on a surer foundation.

Whatever views may still be held about the virtues of a controlled
cconomy, the belief that by this means any country concerned with inter-
national trade can insulate itself from external conditions has surely now
been shattered beyond repair.  While the severity of the upward and
downward swings of the trade cycle can be miticated to some extent and
the curve of business activity may be smoothed out, this does not mean
that economic laws can be indefinitely suspended. Eventually these
torces make themselves felt they have, in fact, just done so in unmis-
takable fashion. 1 believe it to be true. nevertheless. that the effects of
devaluation need not all be bad. If we prove resolute enough in con-
fronting the danger of a rising spiral of costs some real benefit may be
derived, but this will require a degree of discipline not easily achieved :
tatlure to achieve it would mean that we should find ourselves. within a
?ll"f'f time, faced with the very same problem and perhaps in a more acute
OTM.

Undoubtedly the time has come for us to recapture that sense of
urgency and of the imminence of danger that was present to all of us
throughout the war. Although events in the economic field may be less
dramatic and are certainly less casy to mterpret, their influence 1is,
n;wm*llwlvw, real and far-reaching and may even be of a more lasting
character.
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ELECTION OF ASSOCIATES AND MEMBERS

At the Council Meeting held on the 16th March, 1950, the following
were elected —

Associates.

Forty-two members who have passed the Final Examination of
the Institute to be elected to Certificated Associateship.

Members.
Mr. P. €. Ammers, Netherlands, Durban.
Mr. R. C.J. Bateman, Barclays, Troye Street, Johannesburg.
Mr. L. Benade, Standard, Parys. |
Mr. W. J. A. Bergh, Barclays, Windhoek.
Miss L. J. Bezuidenhout, Barclays, Kenhardt.
Mr. S. S. Blake, Barclays, Box 244, Bloemfontein.
Mr. G. A. Carver, Barclays, Klerksdorp.
Mr. A. P. de Kock, Netherlands, Box 379, East London.
Mr. N. du Toit, Volkskas, Pretoria.
Mr. W. Edmayr, Barclays, Bloemfontein.
Mr. P. T. Engelbrecht, Barclays, Wesselsbron.
Mr. L. N. Fourie, Barclays, Brits.
Mr. P. J. Fourie, Barclays, Postmasburg.
Mr. C. Goedknegt, Netherlands, Box 1076, Johannesburg.
Mr. R. Green, Barclays, Box 414, Pretoria.
Mr. H. F. Griessel, Barclays, Box 244, Bloemfontein.
Mr. O. P. Gush, Standard, Grahamstown.
Mr. F. S. P. Holtzhausen, Barclays, Petrusburg.
Mr. H. L.. Kool, Standard, Barberton.
Mr. A. Kruger, Barclays, Gobabis.
Mr. D. O. Martin, Standard, Box 587, Bulawayo.
Mr. E. F. Nicholas, Barclays, Box 269, Johannesburg.
Mr. C. P. O’Conner, Barclays, Benoni.
Miss S. St. C. Paul, Barclays, 359 West Street, Durban.
Mr. E. O. Pfeifer, Barclays, Box 285, Windhoek.
Mr. A. R. Pitot, Barclays, Kmpangeni.
Mr. M. A. Power, Standard, Sir Lowry Road, Cape Town.
Mr. B. Pretorius, Barclays, Box 244, Bloemfontein.
Mr. B. D. Sills, Standard, Uitenhage.
Mr. J. P. T. Slater, Standard, Grahamstown.

Mr.
Mr.
Mr.
Mr.
Mr.
Mr.
Mr.
Mr.
Mr.
Mr.
Mr.

Honorary Life Members.

Mr.
Mr.

M. J. Stephenson, Barclays, Bloemfontein.

(. E. Tarboton, Barclays, Hospital Hill, Johannesburg.
E. J. Toerien, Barclays, White River.

J. H. Uys, Barclays, Bloemfontein.

M. F. van As, Barclays, Main Street, Port Klizabeth.
B. E. Vanghan, S. A. Reserve, Box 980, Durban.

S. van Rooyen, Standard, Greytown.

L. P. J. van Vuuren, Barclays, Market Square, Johannesburg.
(!. S. Venter, Barclays, Maitland Street, Bloemfontein.
P. J. S. J. L. Venter, Barclays, Pietersburg.

A. G. Visser, Standard, Maitland.

N. Bam, Barclays, Benoni.
H. Joubert, Land Bank, Pretoria.
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Mr. J. K&. Simpson, Land Bank, Pretoria.
Mr. G. H. R. von Seidel, Barclays, Box 434, Pretoria.

P Sm e mm—— g .

STAFEF APPOINTMENTS

DTANDARD BANK OF SOUTH AFRICA., LimiTED.

Mr. T. C. Brand, Manager, Jansenville.

Mr. J. H. N. Brebner, Acting Accountant. East London.

Mr.J. R. A. Hulley, Acting Manager, Smith Street Kast. Durban.
Mr. R. L. McIntyre, Acting Inspector.

Mr. R. G. Moyle, Acting Inspector.

Mr. J. H. Pietersen, Manager, Victoria West.

Mr. C. R. Ward, Acting Accountant, Smith Street East. Durban.
Mr. J. N. Whitaker, Acting Inspector.

OBITUARY

ALLAN MACFARLANE CROCKART
It is with regret that we record the sudden death on the 8th February,
1950 of Mr. A. M. Crockart of Barclays Bank (D.C'. & O.), Troye Street
branch, Johannesburg.
We extend to his widow and daughter our sincere svmpathy in their
bereavement.

RETIREMENTS

Mr. G. G. TROTTER.
Mr. G, G. Trotter, Manager of the Vereeniging Branch of the Standard
Bank of South Africa, Limited. retired on pension on 29th March. 1950.

Mr. Trotter joined the Standard Bank’s service in 1905 at Kstcourt
and m 1911 was appointed Teller of Standerton Branch. He atterwards
served at Benoni, Ermelo and Pethal being appointed Accountant of the
latter Branch in 1915. Mr. Trotter then served in a similar capacity at
Brakpan Branch and Krugersdorp Branch prior to his promotion to the
management of Stanger Branch in March, 1924. He also held managerial
appointments at Theunissen Branch. Koppies Branch, Pietersburg Branch
and Vereeniging Branch, which last position he held until the date of
his retirement.

Mr. J. H. DE VILLIERS.

We have to advise the retirement on pension on the 28th February,
1950, of Mr. J. H. de Villiers. formerly Accountant of the Newcastle
Branch of the Standard Bank of South Africa, Limited.

Mr. de Villiers entered the Standard Bank’s service in 1913 at
Carnarvon, and in 1918. was appointed Accountant of Williston Branch.
He subsequently held similar appomtments at Wepener, Willowmore.
Ladismith (Cape) and Newecastle. from which last named position he
has now proceeded on retirement.
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WILLIAM LEWIS SMITH.

Mr. Smith, formerly first teller at the Durban branch of Barclays
Bank (Dominion, Colonial and Overseas), proceeded on five months fur-
lough on the 14th August, 1949 prior to retiring on pension.

Mr. Smith joined the Natal Bank Limited at Barberton in 1906,
and served In various capacities at Barberton, Pretoria, Benoni, Durban
and Johannesburg before being appointed teller at Durban in February,
1935.

Our best wishes go to Mr. Smith for his future health and happiness.

BRANCHES OPENED AND CLOSED

THE STANDARD BANK OF SOUTH AFRICA DTD.

Paarden lhiland Branch, Cape Town.

A Branch of the Bank was opened at Paarden Kiland, Cape Town,
on the lst March.

Smath Street Fast Branch, Durban.
A Branch of the Bank was opened at 144, Smith Street, Durban
on the 3rd April.

Kloof, Natal.

A Sub-Branch of the Bank under the control of Durban Branch was
opened at Kloof on the 13th Kebruary.

“Im not sure whether I like your lady cashier idea or not.”



)0

[APRIL, 19

The South African Bankers’ Jowrnal

St

CEEARING HOUSE RETURNS, . 1950.

Pretoria.

310)
95

36,238, 4

38,908

Port
lizabeth.

| E

3

3

O

3
13,194,563

10,292,217| 38,516,823

11,91

Pileter-
Imaritz-

burg.

Johannes-
burg.

3 !

[}
i

)

3

2,890,971
84,44

Ll
L

2,77

il |

b,

144,729,416 2,468,307
3
2)

146,220,086

149 51

ast

E

" LLondon.

50
34

701, 4
2. 30D

,‘,;
5 ()

]

Durban.

Cape

Town.

671/ (

4
| 28,022,376

23,078,134 5,608,6
.

5,5

5

7
31,091,859
306,497 . 862

¥
L
¥
i

|
{
|

Bloem-
fontein,

Month

£
3,088,372| 27,440,54
~;

90

)
=ty

' 3,59
| 4,

390,661

I'ebruary

March

January

L ®

m_,._m.ﬁmmﬁ:nm €60 608 €L | 98T 1SG°9L | S8IV'PEI'9I8 | F6L'TBE'LT | Y6S'S8Y'EYT | TEL'CLYIST | L09TFI'IT | 661 ‘09
681 ¥SL8IG | 61 6oL TL | €80 6E1'LT | £92°ST0'889 | GYO'TFL'OZ | 99S°9Z0°'LST | 68L°I89°10T | £¥S‘FOI‘IT | 6¥61 ‘eun[
£€L'SLO 92T | ¥TP'808'6L | £6€°0€891 CCY'PTL'6TL | TPR'6LO'ST | 9S90V6'PSI | S69°010°11Z | ££2bSH1Z | 8F61 ‘991
9LF OFF'01T | 69€°6S0°F9 | 693 POP'ST 6VS 8I16°'98L | 9FS'€66'ST | 89LTILLYI | 6S0°C6¥‘80Z | 868‘V060% | s8¥61 ‘eun[
9IF 0FF'015 m_,.ﬁ“mﬁ_“wm 697 9P ‘¢l 8PC'SBIG'98L | 9PS'€S6'GT QILTILLY] | 6S0°C6¥'80T | 868V06'07 8¥61 ‘eunf
60€ 16L°L81 | 18¥'LET 68 [$8°CCO'El E8L'LOFY'YOL | 9P VIS 1T 0Z8'8E6'9FI | ¥9¥ LOLI‘9LI | ¥PS'CRL LI L¥61 03
OFS'681°FLI | 861'6S9'6Y | €¥E'LO8'TI ZLS‘S9TBIL | 613°S66°LI C6P'ESP'6E1 | P8]68Y'891 | STTEZISI L¥61 ‘Punf
6SE ILT'OLL | TTE'888'FS 196‘F11°Z1 CLZ'Le8B0ZL | 09F‘S8S‘SI 8ST1°0Z6°LET | 99L°1Z8'8S1 | ZOI‘08F‘FI 9¥61 99
80€'969 191 | 008192 68 122401 R 19S'¥29°CZ8 | L6L'SZSO1 Z8TTYI'TZ1 | $6Z'S99°CEl | 8LEL IS8T 9¥61 ‘eunf
8IS'LLO'TFI | 103'860'F€ | 8TL'TH6'6 806'¥OL'SPS | €S0°1Z8CI | 222693011 | 06L19€'SIT | 09Z‘PS8O1 cFel 09
€Y0'F68'SPL | 16588167 POV ¥67'6 6£9°099°90S | €10°LBL D] 9LF'0¥9Z01 | 160CZ80°LO1 | ¥EI1'918‘6 CH61 _uﬁm
€65 L60°0C1 | SIZ'168°18 8.S'8LE'S 0L1'¥Z8'Z9% | 09296 11 PPE'869°L01 | LOL08S ‘66 0Z29°LZ1'6 FP61 09
686'66¥ ST 0£9°8S0°LT 0S0‘'61S‘8 98€'F00°'60F | £F¥F'€9S°TI LSE'686°'LOT | SE0‘TYT L6 9/9°9L%'S PP61 ﬁ:sﬂw
6S6 166611 | 00L'LE6'6T LY6'SYZ'S CLILISOFY | £98'891°11 066'ZIS'Z0T | €8Z°1SII0I | OSI‘PIS'‘S eF61  09Q
€90 0S9°0TL | 1€6'9LL'LT C¢8Z'Z10'S 918°'920'C8¢ | SEF'CLS 11 OLL'LYS'LOT | 90L01S‘'E6 | SFT'¥6L L e¥61 ‘eun[
668'8SS'€6 | 91¥'601 LT = 96£°'€6S°9¥E | 18688201 £CCLES'96 | CI1°C69‘06 | OFLTOL'L Zv61 09
9Ty 976 96 | TS¥'SO8'YT — L1S'6¥2°98E | 1Z¥'PST 01 Z6L'968'Y6 Z08T61°S8 | T£Z'98Y ‘L A ds]! .uﬁm
€€ ¢86°06 [S1'8%1°67 — 8S6'COrOFE | 668‘CET'6 LS6°G0S06 | SSB'001‘8L 189 VLT L I¥61 09
98S°176'L9 6¥S'066°€7 — 890°C16°90¢ | SE6 1116 9¥ 1L0B9 | 892°66Sv9 | £9S0L1'9 | 1¥61 .E:m
¢ZE 8819 | 0Z0'881'8Z — 8£Z'096'€8Z | ¥8I0¥6°L 6L TIL'C9 | SEL'L0T'T9 | 8IZ'8LZ'S 0F61 ‘09
62 SLO 09 | 80L LL1'ZT — GLE'SBLOI6Z | 098°GI8‘L CI1°L08C9 CZO'LYP'6S | 966'9Z0‘9 0F61 .E:m
08S'910°SS | Z1Z 13961 — CII1°LZ8'LSZ | 908°1£8‘9 CPZ'S6¥'8S | 6£L°1SLTS | £86'0£1'9 6661 ‘09
9€5°69¢ 19 P68 8LY LI —_ 6£9°'619°€8% | £¥8°S61°L 088°2€0°7S C6Y'EF1‘TS | 08¥F'Cce'y 6661 .uﬁm
€FL'196°0S Hmm_m:.nz — [LL'POY 118 | 8Y9'VI1T'L L/S'ILZ 1S | S¥6'9690¢ 101°'68S°E 861 ‘09
6L0°9L0'6Y | ¥T'8EI'LI — Cec'006°'692 | 921'89¢8‘L I89°'1LL'SYy | L66°TBOIS | 09L‘R6E‘E 861 .unﬂm
SOL°0L1 6 I1S6°91S°L1 — 6SC'eY0‘SPZ | 9£9°€LT9 066680 LY Z201°'628°0S | L¥YZ‘8eS‘e LE6T 03
LY9'9SY 8% 06L°STS 81 — LYZ'LE6'SSE | £S1°09S‘L 61¥'89z Cy 6L6°CCZ 1S ¢6S'gic’e Lg61 ‘sun[
£0S'S19°9 vm@.vmm“hﬁ — 786'980'91¢8 | 0059069 06Z2°08S'SY | IL1'6EE'8y | 8L9'6IC‘E 9g61 09
8LY 6L 'T¥ 1SP'€S0°C1 — ZP1°S91°v92 | 1£9°932°9 Z2e0°080°LEe | 88STIS‘SyF | £69'P1S‘e 9¢61 .un:ﬁm
cPL'1S6°98 162°€6S ¥ 1 — FER'LOB‘TIZ | S6L‘BS9‘S LBL6ETSE | ¥FO'SIT 0¥ 682°LT1'S CE61 “09(
FO1'0%0°8¢ BLL'LTL'E] —_— L89°180°012 | L8¥‘+T0‘9 6IL 189S | 166'SEF0OF [82'988'z | <Sg61 ‘@unf
S1Z'v0g't¥ S16'€S6°€1 — 6S1°869°267 | ¥R6‘YFFY 99C°C10'ee | LOS‘C06‘8E | 688°F¥88‘Z PE6I 09
£8F'€00'8E | €S0'I18Z'E] == €6L°9Y0'C¥T | €9€'CL8'S LE6'OEL'CE | €0T'8YS'0F | 19L°126'C PE6I .E:Am
GZS'0LE'1E SO TFBTI — [$9°LZ6'681 | ¥00‘1LS°S C0z‘'696°ce | 0L¥'zZSI‘6E LES'6IL'T | ge61 “08Q
PE6'789°EE L19°C66'6 ~— PLB'SO0 161 | ¥8Z°98L‘Y £S1°6C0'6 | 8L9'8PFLE £CO't61°T £e61 ‘aunf
8€Y 6L °97 F90°0¥0°6 — 6C1'9¥% 901 | 209'9L6°¢ I86'68F ST 6SZ 161°0€ CZI'1Z6'I | ze61 ‘09
POE'0SL'BT | 9€+'2T9'6 — 6ICOPLF6 | LOI'VLO'Y SPP'¥6S°'92 | TOO'P00ZE | 080'vLE'T | Zg6l ‘eun[
0€1'¥Z8'0€ LS8'8ET 01 e C66'FPPOTIT | STSLLOY e¥9°0¥0°28 | L8F'60L LS LIP'E10°E €61 ‘09
LTT'8Z1Z€ | TIS'ZBL'TI — OR1°IZL'€TT | 8SS‘L10°S 686'€6S‘LE | L6E'¥CY'6E | FOOSLF'E 1€61 ._uﬁm
PIZ 7SO €E | 98S'676'I1 = 0£0'S00SIT | 690'8ZF ¥y SLI'BTT'1e | 80Z'CS9'68 | SO1'E9F‘F 061 “09
9L¥ 90T SE LEE S61°E1 S 98S'68T VI | 119°28S‘S OL¥'0S6'8Z | CCR‘LLS‘OF C8R'061 ‘¥ 0861 .u_“:,m_
L1V'BL8'LE | VY61°LOS'SI — LSOSISCIT | LzL'S66'S 9C8'698‘28 | S06'9LL'SF | 6SS°6£9°S 6761 “09Q
90T 2E1°9¢ NEH%:HE — 008°0S6°¥11 | 89C°L01°L IV6'PLY 1€ | 89S‘89¢ ‘Cy 9FE£‘€0e‘S 6261 ‘sunf
612'66Z°LE 80LLYT L1 — SLI'SO9'FIT | 9110029 Z6L00S‘ee 88L'CZ8'CY LS1°681°S 8761 99
3 ¥ 3 ¥ ¥ ¥ | ¥ F |
"elI0}eld ‘qieqezi|y i dimqziirew ‘d1inq "Topuo] ‘aeqin( | ‘UMO T ‘arajuojy |
| 1104 | -121914 -sauurygo/[ 1seq | aden -Emcﬁ m_

:3uIpud s1edk-JleH 10J [BI0L—'SNYNLIY ASNOH ONIAVATID



APRIL, 1950.] The South African Bankers’ Journal 39

SOUTH AFRICAN RESERVE BANK.

Statement of the financial position of the South African Reserve
Bank as at the 24th day of February, 1950 :—

LIABILITIES. ASSETS.
% 8. L - s, d
Capital .. Mt 1,000,000 0 0  Gold Coin and Bullion 57,944,779 10
eserve Fund ... 2,245,588 19 4 (at 248/— per oz.
Notes in Circulation 59,400,705 5 0 fine of which)
Deposits : £7,765,250 Ts. 10d.
(a) Government 25,859,661 5 7 held outside Union.
(b) Bankers .. 68,678,318 3 4  Subsidiary Coin 502.096 19 0
(e) Other - ... 6,804,342 15 10  Bills Discounted :
Bills Payable .. Nil (a) Domestic ..... .. Nil
Other Liabihities ... 18.921.164 16 2 (b) Foreign ... ... 76446 818 6 3
Loans and Advances
to the Government Nil
Other Loans and
Advances el | v 0,890,244 19 6
Government Securities 20,826,652 13 11
Other Securities .. 226074 0 0O
Other Assets .. = T 10,974,114 16 3
£182.809.781 5H 3 £182.8909.781" B 3

Ratio of Gold reserves to liabilities to public 676 per cent.

This inability of governments to defend the wvalue of
money against the forces which threaten it is not merely a
temporary phenomenon ; it s rooted in the social structure
and political systems of their countries. The parties
campaign in order to win votes and so get into office ;
the citizens, from producers and officials to pensioners,
the old and the sick, are organized into groups which know
how to watch over their own wnterests ; the party leaders
and governments become dependent on such groups, which
all have it in common that they put forward clavms for
adequate and increasing wncomes for thewr members ;
08 an extremely delicate task for a government to try to
restrain a group which has real grounds for clavming
higher money incomes ; and when such grounds are lacking
and the level of incomes is wn danger, the government s
called upon to protect the threatened earmings. It s true
that the nature and pernicious consequences of inflation
are nmow fairly well recognised by the organized groups
and that no one wants the value of money to deteriorate
if it can be avoided. As, however, each group regards
higher incomes as the best way of furthering the wnterests
of its members, and as the efforts wn this direction are
facilitated by the existence of a seller’s market, the con-
sequence 1s nevertheless a tendency to a general rise of
prices and a decline in the value of money.—Gustat
Soderlund (Skandinaviska Banken Quarterly Review)
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COMMERCIAL BANKEKS
(£ S.A. thousands)

— —_— ac —— -

W LIABILITIES IN UNION ASSETS IN UNION RATIO TO LIABILITIES TO PUBLIC
DEPOSITS CAsSH RESERVES
= = e = u
End of— | Balances | Discounts Disc £
~ Notes of | Balances with LLoans Invest- Cash F:.u_::.,_.ﬁ ”..m Liguid
< | " oI s S A with National and ments Reserves Oans anc Assets
~ - Demand!? Fixed SavIngs R odorve S A I“inance Advances Advances
_.M | Bank Reserve | Corpora-
) Banlk fion of S.AL
7 = - e . E
_...m 1940—Dec. 09,720 18,637 6,439 3:937 44 @ 24 o . 42572 31.67 39-3 339 —
~ 1941—Dec. | _wa,_.ku 15,5681 7,686 4,369 49 472 — 43,307 49.115 372 29-2 —
~ 1942—Dec. | 168,908 18,627 9.6533 4978 a8 452 < 38,403 | 53,190 52+ H 19-4 s
s 1943—Dec. | 195,796 28.418 11,166 9.295 124 746 == 39.070 | 63,751 5= 16-6 | N34
= 1944—Dec. mmm,m..w: 33.6606 13,963 5.276 154 145 —e - 42 891 64,893 DY-7 158 | 842
W 1945—Dec 264.265 40,712 16,485 7.629 184 311 - 46,776 82,284 | 6O - () 14-5 | S6-1
rw..J 1946—Dec. | 291,636 32.684 15,978 7,973 148,023 =X 90,895 m_r.w:.....ﬁ 462 266 | 754
g 1947—Dec. Sai. 444 38 839 Lo . 852 872 | 168,614 == 116,923 103.122 45-4 297 | 734
= 1948—Dec. | 336,055 25,452 15,806 9,436 | 96,701 — .1 186i124 | 117171 28+ 3 41-2- |  62-6
S 1949—Dec. | 296,295 17,969 15,191 10,731 | 53,894 17,350 .| 126,032 =| 122,778 25- 1 38-1 | 63-9
B | e | | |
.__...,, 1949—dJuly __ 276,684 18,822 15,348 7,188 36,414 - 152,513 | 116,331 14-4 48 -8 D24
o Aug. | ;v:_:_w: 17 174 15,366 8.205 39,549 S _ 148,922 19 364 15-7 47 - 4 54 -0
&~ Nept. .:,,U} 304 17293 15 381 D, 868 41,598 1,000 144 0564 | 111,078 165 47 -7 56 -1
Oct. 2105, _y: 17 448 15379 8. 089 39 006 10,5660 | 134,620 114 .97 192 434 569
Nov. | 284295 17,896 15.286 5,452 | 49 866 17,600 - 123,391 | 120, 388 | 24-2 38:5 626
Dec. | ..;:rr;; 17,969 15,191 10,731 | 53, 894 17,350 126,032 122 TR 2 38-1 G3-9
| 14 | |
1950—Jan. | 290,543 20,431 13,918 8521 55,343 14,600 | 118454 | 126,726 24 .7 36- 4 64- 1
| | |

1. This item includes balances due to Governments and to Foreign Bank
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THE

STANDARD BANK

OF SOUTH AFRICA, LIMITED

(REGISTERED AS A COMMERCIAL BANK)

HEAD OFFICE IN SOUTH AFRICA: CAPE TOWN

General Manager :  A. McK. White.
Deputy General Manager : C. C. Webb.

Assistant General Managers :
G. W. Gatt, H. W. Gibson, J. M. Holland,
A. W. Alison, A. A. Q. Davies.

Assistant General Manager for the Rhodesias and Nyasaland:
H. W. Jeffreys.

Superintendent of East African Branches: R. Gray.

Over 450 Branches and Agencies in Africa.

Agents and Correspondents throughout the World.

LONDON OFFICES:

10, CLEMENT’S LANE, LOMBARD STREET, E.C4
AND 77, KING WILLIAM STREET, E.C4

63, LONDON WALL, E.C.2. 9, NORTHUMBERLAND AVENUE, W.C-2.

'NEW YORK AGENCY : 67, WALL STREET.
HAMBURG AGENCY: SPEERSORT 6.
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NATIONAL FINANCE CORPORATION
OF SOUTH AFRICA

(Established by Act of Parliament, No. 33 of 1949)

PAID-UP CAPITAL £1,000,000

OBJECTS

T'he Establishment of a Short-Term Money Market
in the Union.

The Utilization of Idle Capital in the national economic
Interest.

The facilitation of the Participation of Foreign Capital
in the development of the Union.

THE CORPORATION IS AT PRESENT PREPARED
TO ACCEPT DEPOSITS REPAYABLE AT CALL

Deposits and withdrawals may be for not less than £50,000
and Transmission within the Union is Free of commission.

The Current Rate of interest paid on Call Money is
£ per cent. per annum.

For further information write to :

The Secretary,

National Finance Corporation of South Africa,

P.C).. Box 427,

Pretoria.
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NEDERLANDSCHE BANK
VOOR ZUID AFRIKA

(NETHERLANDS BANK OF SOUTH AFRICA)
(Registered as a Commercial Bank)

Established 1888.

Head | Ofﬁce AquTERDAIq
South African Head Office PRETORIA

Branch Office LONDON

Branches in Union:
Benoni, Bethlehem, Bloemfontein, Cape Town, Dullstroom, Durban,
East London, Ermelo, Germiston, Hartebeestfontein, Johannesburg
(Fox Street), Johannesburg (Kruis Street), Johannesburg (Nugget
Street), Kroonstad, O.F.S., Noorder Paarl, Pietersburg, Port
Elizabeth, Potchefstroom, Premier Mine, Pretoria, Salt River,
Springs, Wellington, Worcester.
e e e e e bt

Symbol of Securi 1ty

The three II1IL1|HL|~..1nfr anchors of the “Old Mutual’s”

Seal of Office typify the impregnable strength of the “Old Mutual,”

which has earned its place among the leading Life Offices of the world.

To be a member of this really mutual Society is to seal a bond of
friendship which will hold cood whatever happens. The “Old Mutual”
offers every kind of Life Assurance. There is a policy which exactly

f1ts your needs.

The “Old Mutual”

Your Friend for Iife
The South African Mutual Life Assurance Society

|797 e
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An attractive legend still circulates in Nigeria concerning the founda-

tion of Kano. The story goes that a mighty hunter of the early days
named Berbushay put the seal on his fame by killing an elephant with
his spear and then carrying the carcase many miles upon his head. On
the spot where he finally laid down his notable burden the city of Kano

was founded to commemorate the achievement.

So runs the legend. Whatever the truth may be about the foundation
of Kano it 73 beyond dispute that it has existed for centuries as a trading
centre and port of call on the great caravan routes. Ancient industries,
including the preparation of “ Morocco *’ leather, still survive in the
locality although today the prosperity of Kano depends far more upon
its position as the recognised centre of the Nigerian ground nut industry.
Full and up-to-date information from our branches in Nigeria on the
industries of the Colony and the present trend of local markets is readily

obtainable on request.
BARCLAYS BANK

(DOMINION, COLONIAL AND OVERSFEAS)

REGISTERED AS A COMMERCIAL BANK
Bead Office in South Africa: CHURCH SQUARE, PRETORIA

T
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WATCHES

LADIES’ MODELS. BEAUTY

Attractive chrome wrist
i every facet

watch with |5 jewel
movement and large

c;ear dial, from 58/10
[S jewel Swiss lever in

chrome case with fancy The-exquisite artistry of Mendelsohn
Straps .. e 31/ Diamond Rings reflects the care that
i - : d : . i
GENTS’ MODBELS s. exercised in the choasmg: of. the
diamonds and the masterly skill of the
A popular watch In

handsome chrome case craftsmen who set them in mountings
with leather strap. of exotic beauty. Make a point of

From 5¢/- S

: L _ visiting Mendeisohn’s first when the
Waterproof, with stain- Hiine " atraves 8 ace 4k .
less steel case and arrives to selec e ring.
bracelet ... From 86/- Prices vary from as little as £10.

Solid 9, 14 and I8 ct. ¢ '
gold models in attractive hould you wish Iit,

styles  from £13/15/6 we shall be pleased to
arrange easy payments.

ELSOHN

COR. DARLING AND PARLIAMENT STREETS - P.O. BOX 853
COR. CHURCH AND BURG STREETS CAPE TOWN
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by the Proprietors, Council of the Institute of Bankers in South Afrlca, Yorkshire Insurance
Buildings, Cor. of Strand and St. George s Streets, Cape Town 9923 13/4/50



