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REFICBNT, 74 Y v 7R (Phillips) O& THEIZBES N0 (74 U v 7 X di#R
Phillips curb) @7 ¢ Y w7 & (Alban William Phillips, 1914-75) & 7 4 U v 7 AD/AXPhillips
formula] ™7 4 U »» 7R (Chester Arther Phillips, 1882-1976) T&®» 2D, Z Z T#H O DX, #HED
74 )y TATHD, BEORERBHRIT 74 Y v 7 ADRKPhillips formula] &, RO LD
WAL TWA, 74U v 7 AC. A PhillipsiZ &> T#E»NT-, ITOREARIEDORAEZTTAT,
ARBRHRTREDHE 3 2C, XIEEREZrET5 L, FITHEBEAE TORBIRREIICA—1) /rTTRE
nNHE05H0, ZHRENRITHODOREDFH (RHEE) 2¥o& L bDTHDLD, vy —
ZJ.H. Rogersid, IHFEA PRIV KEWEMEE LTI 4V v 72AOARIZETE %1 L - FHILELR
BAEE N,

DT 4V v T ADIRITE FkChester Arther Phillips ; Bank Credit—A Study of the Principles and
Factors underlying Advances made by Banks to Borrowers, 1920 % #£F12., )& —ERIE 12> T, EHAI
ERICBET 5 TERZBBEYY 2RITENTZER3H D, B—RIZBVTIE, w7 X (ER) 15
R EARAEROBEMICH N E LT, ThEElEZ LD, FEIIBWT, 74U v T7AOHTIE
Mzl HF,. GRAKGL VWO FEREZER TS, FBRIZBWT, 74 ) vy 7ABRICELIBR 2
LT, ZORREZE L THEORANLERAEDAEDHEALBIETOTH D, TDOLIRT 4

1 SHRAH - FRESES - ROBER [EFFR] B4R FEM, 20024, 1069K,
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Uy 7 2ABGmOBEME, NIEELEFICEED Z 2L, BHEOFMOBNEMET DAL ILLST,
SHTHOERAINDI I LIIR-TWD, Thbb, ZEHETIINEFROT V) v 7 2 HBfig % Bl
Lo, ZEHDINERICE->T, BHAMWEAEIINEROFBRIZED D LW HET, BIOMAE I
BRDOA+7R SAOBMIIMA THEORMERERT L LW HIB T, B [FERHZBEBO) DR
AR SN TWBDThH B,

TITHBET5IE, B XS TEHRHZEBKY BT KB, 74U vy S RAEHBERD
RAOHEFTH B, 74V vy 7 2AEHOE CFHEAEEEIR D ISR SN, 145 B Tl ~« 0ITI3HEE
BB 2005, —EOSMTRRE Y L CEARMES RIS T 2 821750 5 5 (CA.
T4 Uy TR) ENDIDOREREZRSTND?] BRI TH L, 205, Wb b —1T i
PATATREFR P EICER IN D Z LI > TS, ZORETIE, 74V v 7 RAEABEROEANE
FOLDIFERNIEEIND Z &7 TOSITERIAENZEETHD, 74V v S XAEBank
Credit'CRIL TE 21X, B3 i) (Introduction) iZHE< B _E PHEERITOME ] (The Nature
of Commercial Bank) DRI/ SV FE FIZ, —{TREER - ®ITHREREZEBRALZE ZFE $YTE
FHO# %) (The Philosophy of Bank Credi t) IZBILAEF T 5 Z Lo TWD, ZOFRR, EHD
RoHEZAH, 740y FAEROERINIIREKE ., HIZEHIITHREEATRILEE —ITReEH - &2
ITARERR DB RICEBHERD D Z LR >TW0EDOTHD, 74V vy 7AOFR T, F 2 154
EHUTOMWE ) BV T, FERRITHZ T AN ARMESL EICEH L2 BN RSN THD
DTHY, WhIE—TARERICE SO THEERTOTENRHAAINTNDLIDTHD, H_E [HTE
ROTFFE LED L, 74V v 7 AMAMPERIC TR - RITTRERZ BT 2O TH LM,
L LEO—ITREERIT, — 1T bOBREDHHOMERMEDHREZEAL T, —(T~DHEEDOTAD A
et & E IR L - B REOED D Th D, TOLIRT 1) v T7ABEROHNEIIILHBA -
REFNL. ERONEEFCHBE L TV LOBRRKRTH D,

P bEnHEEE, 208 b BAEMICHALMIT L0, JIE —BiEEO@EREOIAH Lo RARE ik
ETHADFERECIEBL TRBE, 7272, METHEH. NEELEORBROTENEZMREKT HAL D
RIGZTOHLOORFHITHAAE 20, IR, ZRHOERICBWVWT, 74 ) v T RAORITEH
RO HAST-RFORVWEEIL, ZOEAESICBTIEFINAKINTLE-FHE, RITEH
RORMESTBE 22D —1T R - 2ITTREROADBEH ENDIESHELHLNITH &
WEREBEBNTWVWD, TOLOHMOELUT, MROFELRBREIL., 74V v S ADOHITERROE
AENBEPBRENTWDE ZE [EPITOME] (The Nature of Commercial Bank) DRRFS % H1.0»
2, FESRITICBIT 2ERAIBEOBIBEZMATI Z Lickrnd, KBICBWT, 74U v TAD—
TTRRER - 2ITTRER 2 HHNICRFTT 2B 2/ T, Th b oBE T, KBUTIZBWT, JIER
R R OV DMK R 2T 2 Z LT Lizuy,

2 JIA—ER MEHALE) (RIGHIAFRERET [REFFM] BI3M. BEEE. 19926) T41H,
3 MNAEEEOERAEROFBEO—EIZOWTIL, #i T~ 7 X EEHEIER KNAFENEG—ERH UK
¥ THA2RERE] F34E, 19945, 11-58FHAM B—49HIZEWT, ETFOSEE2RAZIENRD S,
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NEBRE B, T<wnA 7 2MEMRMERAZEOEBICH VO, TEAR] ([T THET LAIEDK
Bl EBIENRHSE10THY, S HICHBE ORI L TLE->TVT, MERBOH
Eﬁéﬁfiﬁﬁﬁ”ﬁ*ﬁfio b ThB, TEABIITAIRTHEY by =2 B ) FONTWE [
SOWE] FHCOLOE LTERTE RN o/, 4) 29 LIHAICESHOIEE LI, £OEA
AEROBEICHIZ-> T, DEZIE~AT 2 (R ERm»OEME & - T, 1I9REEFEPLO
Bk D1E RS R OFCE AN S,

JIEHE B, [EAAGHRRIIMANIIIFBERITICO bbb, ZOFHRLA XY ANDbLIT
CEol, 9ffRICAay TV FOD. <7 7 v RiZ MTIEHESICEET2BEEZITVW O D52 &
ZIRL. EHAERORAOEBHE L SN TS, <BITIXT-o L TEELZRELEY T5/5H
(office) Tix72< ., [EBOHERT (manufactory) RO THY, -7 L -—DWNZ2BHTEL, 8B
TR THE> LV IHIFEO—ANIEL TH D, ZHIEH L TY = R I VR F —RITOEHEBW. J —
T BRITEE, U EICTEH LA W E KGR LTz, (FBE) 2o DRPTT AU BDC. A7 4
Uy 7R, BEEREE LY 2T, TR TET TEBEEU LITIIEE L X2V, —Eo
SITRERKE L 2 L. ARMBESICEET 2EHEZITRVWI 5, &L, $42bb, AIXERITIC
HEI0FH (KFEMTESE) 2T 5, SITRZORPOLXLERES 1 HH (EFHEFRI0%) 2ELT
9L M%EBICEMIT 2, BIRTNEBRBIECIZZIAW, CIEIINEESIBIT- 558 ZRITICHIT S
URAEMTEE), F817130.95ME2E LT, DIZEMIT, DIZhEZERCXILDY, ERZhEHE=
SATICHT B, UTRERABRERZETITE DWW L ZAT, FRITOEEOEHE AT, 10+10X
0.9-+10X0.92+10X0.93 e L7 THRETI00E M & 72> T D, L72A3 > T100—10=902 A& &
NrERERD, ZhEaXTREEX=C (1—1) /r&#d, ZITX=AIEHEE, C=AEN
W&, r =ZHBEFELTE.°) (7400 v 7 RABIT. ERAERE ZNE TOSITRERIERRED
b, v/ uDBFEE=EBRMNEBICETEE EFEbo e LT, EFREERERERELF> T2,
74 v 7 ABRILERAREROBHE R . TOBROHRIZT 14 V) v S ABOEZHMEERLHEBIL T
HHIZTERN, S MERAIGERAROHERAIZ~ I 0 — FRU =70 X S IZEBERITOERRIZE X E o
TWENEY TREENIDVRVENZ D, TNE2FITHOMICETERLET7 4V v 7 2ADIEITK
e nbRiFe b2y, T L > TERAIERTHSNERDOBEEL JUEROFKM: & ORE
TEHXDIENARIZRST, )

JIEHE=ZE, b2, b 74V vy FRADFAICHLRANRH D, CIIIRITOEBBIELETH DA, B,
C. D, E, F-OBEIPREAMLIRZ2 2R CHEERBROBESHNZBEIBEKRICHIBDE LT

ME—BR MERAIE—RRAERLRE) (JIIE&—E IRMAERR (L)) AR, 19785, BTl 4R,
JIE—BR MERAIER] (KBRS AEREHAR MREFFRER] B3, 19924F) T42H,

JI&—B ERAE—IE &Y LB4) 5B MBRARERR (b)) 4E,

F E&F. 46H,
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BRI TV RO TH D, TEBE (—) 1A FEA)., B (fEA), B—C (#4). C (FH
A). D ((EA). D—E (#8). E (FAA). F (EA). F—G (Gh) - EWH EHICHMiEn
TLESTWEMLTHD, %)

ZOEST W 274 ) v T ABOBRE RDSINEE LT, Tk oo DES) 2 i
Hi OB R ZRA 0 2 LR D, BiRO LI, ZZTINIEROBEEOLDIZIE, IHA
LAWY, T4 Uy AN, ETIZ—1T7E0 TR BIZIEEH L x 20h, —EOSRITH2R L
ED L. KERHEASICEET2REEITRV DD, L) Z&, Wb b —{T AR - 21T IR
E o T MEHAIERAZ SN EROTHAER LOEROFMH LOBETE H 252 L BAREICAZ -
fol Z&, FRRIZRSTEH, 8H20bbT, 74U vy P ATEO AR BERIZEL LG
22 b, FORREEERERICELLIZOMIGELETHL Z L—F 0, 74 U v TRIED
HINEFEHRROTOMEKFEROBLOE I THD, FIZZITIH. 74V vy 7 ABH OB Sl T
BYICZRINT, VW5 TR - 2ITAERVEHINTND I L 2R L TR E 2,

NEHLORMEMATIALOZ, ZORMBEFFINCET TB, 74V v 7RCETDIINE
OB, WHARDA LA SN TNDZ N, ALNRETHA I,

KEBHAER ToNEOREAAIEROWFRIL, NE—BROEERIBRLEK, @RERORNNIEDOE
FAIEE GO TE 7, NEERAEROERIL, —S T, GRAG L BEE=LTIMEL %
EODT ERRAEDOREREZEX T2 LIIH D, L UIEBEONEBEEOET M FHFEHNT, L
DHBEMBEAED LN EE > TWT, IERKBAEB L UORIBEROMFBE~DREB~DEL &L
FHELTWEY) TWhp B ERAIERIFELBAE L ITEBRIIERLLE S LT 28 ARET. 74
VDo FTARREELTHIERBEFZOLF TE I b T 5, (C. Philps, Bank Credit, New
York, 1921) "]

SFILEEER (7 4V v T AFOERAERITERILRRREO ST b > X6 FIRB BN, EF
ORI L > Th o L b EELBER EE X ON D IV EREIZGMHI 2> TV D, KIEHEREZ B
ETHERIIADDERICHER SNV EY | ERAEOHRSEZZEARALILLLTL, EH
BIEOAEZBEHLIZZ L3RRV OTH D, TITAEIIBWT JIE—MRBIVOV.E TS
F—DORMBEFENRHVIZLANDL, ERAGEBFEEOBA»OMAINLINEZ LEH LMY
%,

N —#E TRITOERBREDAIEMIC OV THRY Kb TE b A E AAIEREICBY

8 mLE#E. 46H,

9 JIABROEBHEROBLAHEIZOWTEL, fiBiE T~ 7 2 L EREIER
BRI LTHD,

10 KRAKHEH [ZHAIE L BAE) RBREE [RROSRM - & ER] F2M. 19924, Fil) 24H,

11 RAEE, 52-3H, RATOSIHP TEZELHPhilpsd DO, EFMICIIPhillipsTH D, FIITHEITINZIFL SR T
WABN, FIEOTHTEIZINIETH D, KKEKOBE L-OR, 1921 ICBMENTEDTHAS b

12 <PILBEE TEAELEHARE) (F%F TRITHRZoMER]. FCiE. 19944, Frill) 168H,

KA ENE—BRDL) 33—34H
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T, ZOEERDMENDL—DOWREEDIFT-DIRCA 74 ) vy TAThHD, 74V v TFRLDE
RSO DT, AEAIEIIBT 32 TRAL 2THRADOKR, BLUOARENRE & IRETRED XS
Kdd, ~ITHRAEZITRAORMNOERIT. 2THRANDRD LHERMORELZE L THREMER
ROWEEDTHSEEPHERMCAEINDIZLERAONILRAILH D, . ARWES L IRE
L LORFIOERD., FITHELKIIBV T, BRAERERH LN Z L ZALMNTT DRI
b, AFHFEE LT, BEORIT~DEALL>TAELIHEETHD, £ L, IREES LI
HEERECLHBMNOBRELEZEETH D, TOBEKRT, REFALOREIIEROESIT DS
ZOESEBEOWMDOTH D, MEZ, BWMLEE (ER) PREORELRSIZHENTHEWD
ZLThD, BV FERIIHLIBEIODIZZOESEIT/NMIFERVEL, TNEEGHHEFCICFE
T ZIHZTRoT/MIFLBESOBSIFITORSMECRET 5, £0—FH T, ZEKLEHDOIK
SISTICH A TR ESEICFIZR L TMIFEBOE L TWDH L T2, ZOHE, F&ZHORE
ZFNETNOBSITRICBVWTBEVOEEEEOHRICL > TREIND, R ANDOHOEHEE
BOMBZIIBRAEFCELEINDID, ZROBEIEFHRILL > UER I 222KV TITE
HEBOHBIIBENERERTRAL S D, —EDOLETHEAZREANIE, AIEENTEHADI LDOH
HESITHE T EHEND Z L REBEIZEMAL D 5, ZD &) 2REEFUTHIEREN S BB
SNERAIE WD T TH B, of.Phillips, C. A. , Bank Credit:A Study of the Principles and Factors
underlying Advances made by Banks to Borrowers, The MaCmillan Co., 1920, pp. 38-44. f§ AliE% ~ 7 1
B« EHROBRE LTI RICEAL T, JIE—BROERAIERD 74 ) v 7R LR LIIFHITIL
DFMITEFTMML T L, 2EL, NIEROERAIERIL. ERAIGEHEEEORELBEEI LD
EFTDRIZBNT, F4 Yy TRERBRH>TWD, 74V y TRAORREZTHEL2BOH, 2oL
TMBEORAOENT, BAEE, MECH. SYTEMR. SLIMERAREDLEMEELHALNIIL
EH &V REEHICHRT DY)

RE#BRL, NeERAEROER] * EARELBAE=EBBBEL ZFHUODIT] LA
FETDHEE D, FILBERIT NIG—BMRDORMEFENRNHVICLRYE S, ERAIGEIIHEEOE R
CREAINDIREZLEZHAOMNITDIZ LA ERRIERDOBLESTE, & ERT D IR I
E—EROERAERD 74 )y TRAERI UMBITSLOF R EFHME L TE V., 72720, JIEKRDOE
AANERIT, GRAEZEAEORBEEBEEIT LI ET282BVWT, 74U v TRERLSTH
Bl L, BB, (74 )y TRERRS>TNWD] O, NIEELOENTZRICBWTTHDZ &,
(HAE] LOOIRADEARZOENZAD—2THDHZ LIX, BIBOIXRNOLHALNTH B,
iz, NEELIIBWT, 74V y 72BHOECHEAEREY IIXEFEEIN T, VWb —1TFH
BEd - 2T FTRERAEB SN TVAZLEHWAL-OTH AN, ZZ T, JIAELOFEFHZHEKT
AR, NEELOBECHMELBEEEY ICZTIm- T, EHAE GR) LBEE GR) LoBE%R
BRHLTWDZLPARRESNDIDITTHD, ERAE Go) LBEE GR) LOBELWHI L F

13 I — TREEALBEERAORHE; (A [E¥EARLEEEXR-BAEENEROEE L BE]. FEM.
19954E, FUR) 99—100HE,
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HEDOWHP R HREICRAZ Y THPPERRMBEL 22DITTH LD, JIEFHKIUE ORMAFH
LBV THEHTBAR RSN TV I0ELN, ZOROBEFZRBUTIEL D& 2720,

i)

IITRELLTROLBRVOE, EIZHRUTZRE « Pl - JNERME R 74U v T ABE
FEE Y IZZ TR DT, RBUCHHEZRATRBLVEET DL TH D, %EMTE%QL@
mOHHIRERIN—7 4 V vy 7 AR LA - NEROBBERNL—] THD, !

ZITET 1Y vy T AROIEL LT ARATES L IRENTRESO XA, —1T R - £1T IR
BHPBERFOMBIZENT, ZIHHRBINTND, 74 ) v 7RABDERAERIZBNT, 1L X
EATRHITRE X3 5 MR 1310% TI% OBLERE L SN T HARFEHTRSE I L TOREILT
ERBRENDDICK LT, REMNESIZOWTI2ERESE R VMOFTH OB T EHsh
TLEIEWVI LD, WBhEFTNAZ U F—FTEXLNR TS (FlE), LiL. KIENRESE
LIRENTESE LTESE & L TOTEI RS — ICERNRIT ON D RESEMNRERIT R L2720,
72 L THUEATRRTESE 25 L T10% ¥ T L W 072 HIREMTASE IR L TH10%EM TR Vi s
T, TOBRAITHYORFENASOLEL HERHES L L CHEREFOPRMSEF T—EBIC—8 T2 TEH
WEREIC R D THA D, ZDXHTT 4V v P ARBERIIFOBEA DS T, —HITOEBA D =
ALK D H2MOFAMLEEV AR EN TV D LICEDLREDTH S, T2, ZOX W
XTI, 74V v 7R [ITER] OB % [EERITOME ] IMETRRICR o TRy, BERT
B> TWAHDIL, B=F BITEHOEE] ICBW TR AN —1TREER - 2T Rz ER

2 [MERAIEEROME] REH LIRS THD, R LIZEIIC, 74V v FADOBEE HE
BITOME) 2XENRET IR TR, FEBIXOHFEZERTICED T, ZOREDOBRIITIRK
RUTIEBLZ LT %,

M

KEIZHITEHFEHDOH

T4 Yy FADERBERIEELRIELTVEOIE, AR~ AREFICET 515 RAERIC
ROHND DT TRV, BEERICEO TR, KEETLOFHHTRIROEAAER =R ER=5%
AIER~OREDN, LVHBSEREINLIETHA D,

20 AR o 21 HEARIC T TR ARDKZETHA L TV OREFLOBEBELERXD L&, TOER
LT, o=z (P.A Samuelson), A7 4 7 U v ( JosephE.Stiglitz) #ZFIF 5 &iZ,
KEWRBIZIRZOVTHAS D, (1) sy o #ES¥) Paul A Samuelson and William D.
Nordhaus ; ECONOMICS, 13th edition, 1989. §511Z [15#& L pH3E4R1T3 |Chapter 11. MONEY AND COMMERCIAL
BANKING. (2) TRF 4 77U vV Joseph E. Stiglitz; ECONOMICS, 2nd edition. 1997. §530%

14 FraEg ERAEHRRBOHHMERN—7 Y vy AR LD - DNEBROBBEA»b—) (RI|KE [ALFBL
- #efEsl] #3058, 19974, 1-30EFT) :
15 Rk, 1—2H,
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[g# . $81T. 12 Chaptewr 30, MONEY, BANKING, AND CREDITIZ DWW T 7 4 U v 7 AD/AHPhillips
formula & Wb 3 —fTREER « 2ITAIREROEEBZER L TRBE W,

LTy U REE] T, 740 v 72AOARE —1TREER - 2ITAIRER ORISR L L
FBTHIHRAENTWS, RED ITHEAIHOMERE] (The Process of Deposit Creation) DE R % L
+5, NEIMEMEENI X - Ry FRLF =251, 000 KL EEIT 1 OB EO/NIFEEICTET AN
ERET 5, ) THEOHEADZDI03—k Y FORKEFTEELZART I L &1 5, [#TE
LT, RS ERE L VIX900 RARSOEREE L > TV D, BEHGITFIFEBRIER2VNG, FIE
BRI ZOHITIX, TORZOI0 RV EEAPBREICEE D LT57255,) [ZOSTIIEAZ2VIE
HKBARVETDHELLY, THLEEE LI ATIMEFRETo7ZAIL, 900 Fva (HRedrhIF
T) ZITRST, ThEHNOFITIZHHARANOBREIZHTAND ) [—HOEELFELEML TR
v, TROLBITIHERBEZAIHLZEWVI ATHD, ThiE, EOXITLTTHAI N, (F
B B HMNZ, A OFEEL, 000 RANRSHH, LxLENUICIMZ T, #PBIOADEIE L LT00 KV
DERINEE (T72bbH. 900 KA 2B/ AD/NIFRE) B3d 5, ZHOMOKREITVERL, 900 F
NTHD, 171 DOFEMNTLDVI00 FADEF LWEBIALB SN0, Z ZTORORITZ AT
2LF5L, BIT21I2BVT, RIT1LOBRE LRFOBRER A LD, 1900 AD1053D 1720, T
2 HI0 RATZITH3, 900 FADHEEIZ/ZW L TUTERIZRO bR TN BIZTERY, Lo THDL
&Y D100 9 &S T, 810 KA DOEMARWVUITEREEZIT ). ) (B BB OMITHREMAERER
BOIDITE 72810 Fid, THEZBEREOFIT] LU 28 LW—EOHEIT~B->TIT | 1HE=
EBREOSFITIIAL NI, TOBRRERFSEZFLHL T, 29 RVOHF LWEEZAIY HT7ZA5, £L
THNUEFEDORITIZ, 810 RKADIOFD IIZHT-DT29 RV DHEEE O &iZihed, LUF, (ke & Z
5 L=< . )

Z DOBENERICEE L. 1,000+1, 000X0.9+1,000%0.92+1,000X0.93 oo =10,000& 725
T, BIESIFEF0,000 KLV L 2B, LizAi - T10,000—1,000=9, 000, 9,000 K/A2H L < AliEX
NS (B8 L2s, (HESOEHESMMIIX T 5 LEIT, KBS T HThe Money Supply
Multiplier » FRIZN 5, Z 2 CTHOM LIZHEMRH AT, BEMARKT, 10=101=1/ (FTE
HEFER) 15 LV, KEEAREIT., TR E0L I LTEEZAIV T2 ERNT S, )

T4Y) v TAODARNEERBRE L AHEEI B THRBEINTWEZ L3, BHICHBAT S,
—{TRBERR - 2ITFIRERR D . PRI E LOGMEE L TV 5, THLWEHES 1 FABR—2D8YTIC
HE&IhA-NT, RITHRIERE L LT3N RLoSITEEZAIY BT, S1T1750 T, 20k
IR EIRTERNYE) [—2oD/NERPYT TR TERVW I L —HEFHEOM~DIEEILE—% .
EEOPITH—HEI 2D LERTE 5,7

16 Paul A. Samuelson and William D. Nordhaus; ECONOMICS, 13th edition, 1989. pp. 238-9. HEE ARV LT Y
URERE] BIR. HEBE. 230—2K,

17 Ibid. p. 241. FR233H,

18 Ibid. p. 238. HER230H,

19 Ibid. p. 241. :ER232E,
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TREAIHOBR] OERZIBED &, —1T R MR - TR~ DORMZEE T 5 ELRERI T
FNTHDCHEDOLT, ALY OBBRHRBA~DORE 2 2020 OEEH | £OHRMD
TEV RS, HERTOIBRIIR->TWLOTHD, TOELRFERELEEADLOEHFELTDLE, &
ITHbH, [DEELFEELERLTRELY, TRDLBTINEBZAIBLZEVS HTHS,
FhiZ, EOXDICLTTHA I b, (FEE) B DAL x OHEEL 000 RARH D, Lo LERICh

T, FEPBIDOADEIE L LT00 FADERILEE (T2 5900 FALE2G AD/NIFRE) 25
%o T2 DMOKBITNERL, 900 PV TH D, HAT 1 OIEBNT L V00 FADFT LWEEB LR S
n7=?D72, ] <Note this important fact: It (=Bank 1) has created money. How? Clealy there is the
original $ 1000 of deposits. But in addition, there is $ 900 of demand deposits in someone else’ s
account (i.e. in the checking account of the person who got the $900).Hence, the total amount of
Mis now $1900. Bank I’ s activity has created $ 900 of new money. >

T ZICIEBAREC TEYT 1 OFFEBENC L V900 FADOH LWEER AR SN LWV IRBBRINT
W5, 10FOHEELZAINT DL ZAETIERIFRVA, LIUEOTREIIAIV HENTNDEDTHD,
—ITRRERICKT L TR ZAAHTICR DB D TH D, [— 2D/ I BT TIITE RN L—
@ﬁé@M«@%ﬁ%%——%\é%@ﬁﬁﬁ~ﬁm&5&§ﬁfééd<MMMMmmm@ma
accomplish what no one small bank can —multiple expantion of reserve into M. > Z 9\ 9 THEE
XD TR - RITHRERICEO L THD L, LIFDOHEENAIVHENTVWHIDTH LMD,

M OMA~DOEEEIR —multiple expantion of reserve into M. | 23R4T 1IZ &K » THEMTE 2 Z
ERRBOONRTRLRNTHS D,

(25 470 v YREF] WChdE, HLAx LY VRESE OL)RIFIERAIN—ITRHE
W BITRERITEEED L LIChD, Ll TR EDLIREEEZAEL TWINEHR LT
DIZIX, T TET AU ADI10,4501TOPRITE RKEL —DIZFELOT, Heb—D2OERQEITT
HBHLEEZTHDHZEIZLED ] LI R, 2ITTRROBERMEVBEASNTODLEFRDY,
Z0H AT, ITHEICETRAENZFHHROEST, WThiloTh, BRAICIITASEL R
CIER S E D, TR HESEHESIED [FH] LEhsbDTH D, HEZ, 1/ CHLERER)
I8y 5, EICHIFERSITOFICE DT EFRITI0A—E P Tho7eD T 1./(X
LAERER) T2 5 ] LW RENEMEINS, [$TOERSOBMIE~ *— 47 F 1 & RHiE
WmEE 5, 295 LAEXBEREOEME REORKEAEME L ORI, &KL the money
multiplier&FEEN D] LWH ZET, 74 Y v T7AODRKPEERKLERIAIND Z LiZoTW
52,

20 Joseph E. Stiglitz;ECONOMICS, 2nd edition. 1997. p. 734. . #& T 5HER « FKILKHER - & FHEE - RSL S - IEHF—IER
TATF 4 7Y vy <7 oRFE] REREFR, 1999%F, 4128,
21 Ibid. pp. 736-7. FR415—6H,
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BABREL L TOIRIT

T4y FAOEITERROEANANBBEREIN TV D EE PHEMITOME] (The Nature of
Commercial Bank) O#kFt% iz, PHESITICRIT DEHAIEORE L MBI DIERICE D,

ZOBCEBL THEZLRVIHMbL T, —RICEKSNTND DI, RITHRAFIEREZLE W
FIBEETHD, HlziE, ROV ANV U RRT 47 ) v Y OTHRAZLIZ, BCEARLTHSE
RTAND L ZADOHEL TS, BAREEL LTOFENRBREINTHRVDOTHD, £
AIBLT, BROLIKT 4 Y vy 7RI ERZBBERLTNDI2DITTHD, £DZ L 2HHEIZT
Bz, SITOBRLFIBELIZONWT—ET LI LNOHET D,

[ERATIZ. 58 - BRIF - IREBZOMHR LRERBORB R EDAGR LV OTZRAZLELT D,
TRDBERITEA L LTI T UE, oEERA L RRRIC, FREEZE- TREIREh D Z L 28K
THZ LD, SUTERIZL o TRA L 2D DIk, FITOZE D BTFIF L EEEARII S FHEF|
FLOEFE=FBL L BN IBOTHD, i, #TERILROMHBEBICAGERZARL L
THHLTWADOT, »HHIM I LICEMZ L EERS OBE L HEEBRE L SWBIER S OMED 2
ENDMERDD, 1VEHOFBENRAG L7220 1 EROEERMIEFES & XH LIci#hits & o
BENGERY G HLGHEEINZED B, ITERDEERMZ S AR THRERIIT HF
BEirbliThs, FARKRELTREIE ROXIIZRD, RITEAOFEER=A/B, FEA=
G’ —G. B THREAB=EERARE+HEIEA 1 @57, %)

IOREBEZT, 74V vy 7R [HITER] OB % FXFITONE 2R5 L, BOTIEY
RERPRTRENTWVWDLZ R0 D, TOEDFRIIBWT, 74U v 7 Rid, BERIT

(commercial bank) & & =@EFIE (money lender) & DXFERFTHI LNOLJBMEIEDD, &
FIEIZ, BEOBELEZEH T (putting out only his own funds) Z & IZFFENH D DR LT, $RIT
X, YEBITOBAR VW LBSRE EZ1L2 NICB A TR 2 LK T % (extending loans far in excess
of either the capital or cash holdings of the bank in question) Z S IZARENRDLND, LE D,
BREICL > THRIF LMWV RENTZBREZ BT L T, BITHIEER L TOLSERFEZRESRERO
ERDDHIEHT 2L T, SUTICIMELEFIRICIOIBMBEOERPHARICIEEIND (A
glimpse of the difference between bank loans and the loans of a moneylender will be gained if we
examine the balance sheet of a bank as the institution expands on the basis of cash paid in by the
shareholders in exchange for shares of stock.) &#iiT 5%,

IR ETHRBECEARIERE LTORTHARESQLTEY, 205 2T, &ALV LEER
BRI 0CBATRNZIRT D] BEZHLNICT D, LW FIEBBRLNATND,

22 i FEALH@oRFERR] BRI, LN KFEHMS. 20034, 208H,
23 Chester Arthur Philips;BANK CREDIT — A STUDY OF THE PRINCIPLES AND FACTORS UNDERLYING
ADVANCES MADE BY BANKS TO BORROWERS, 1920.p. 13
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EXRBTORENER

TEARWLRSRE LT DNCEBLTRMNZ2ILET D) BELHOLCT L L 2BBECETE
T4y FRZ, BITOTHEBENBROBEOBIZHALNCT S, TORBEZHIZH S TH
£9, BLEE-TE SRITOEK L #0308k (Banking Transactions and Accounts) DEERIZEBWVT,
O~®, B, LT, 74V v 7RATRENBERRXEZ /A LZHA LTV, @~@IZFEL TiX
KA LTS, 22 TiIE, @~@IZBL THRERXEZHMV., O~®ICBAL TT R TEEX R
RELTRTT D, —DORITIC L HEHAEDHEN 1 6 BRIFICE>TRFSND I LIZRD, €
D16 DEEREREL, BABEBRREBMA L TRT L, RO L IITRD,

D &AL, #121£100,000 KL (BEE100 RAAOB, 1,0008k) DIVAHORER, RO L S IZEE
LREPEREIND, BEMRERE (84 28E (EELEN) L LT, EARe) 2EBLLT
FRLTWD,

(DThe payment of, say, $ 100,000 capital stock will result in the creation of assets and
liabilities. The balance sheet shows cash as an asset, —debt paying power, —and capital stock as

a debt, *

Assets Liabilities
Cash $ 100, 000 Capital Stocks $ 100, 000

@ %< O¥RENEOOELBROETHLHROMTICBT DI, BRRZ L TH-T, 50,000 K
MEDEBBERKEILL > THRESN D, LEETEZENRTED,
@1t would be natural for many of the shareholders to transfer their accounts from older banks

to the new, and we may suppose that cash amounting to $ 50, 000 is deposited by shareholders. %

Assets Liabilities
Cash $ 150, 000 . Capital $ 100, 000
Deposits 50, 000
$ 150, 000 $ 150, 000

@ FHRETOREALBICRKEOE AL O EEZ - bR OEE R L T. 5,000 KL% HE )
T, 20,000 Kvx AT/ E0F] CTHEHET 5,
(®Local business men, friendly to the promoters of the new bank, also open accounts, depositing

$ 5, 000 in cash and $ 20, 000 in checks on other banks. %

24  Ibid. p. 13.
25 Ibid.p. 14.
26 Ibid. p. 14.
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Assets Liabilities

Cash $ 155, 000 Capital $ 100, 000

Due from Other Banks 20, 000 Deposits 75, 000
$ 175, 000 $ 175, 000

@ 100,000 K> TEAE] 2FF->TWDEITICE > T, KDL Z 5, 25,000 /L% B3 - @+
DH—Z IR L ThR b3S RIREIC LTV A SYTHTETE L T S HUBUIRERAIHIAZLIZH 5 —D 1 72
WL 22U EOSITICHEE BT OB 272 8 TH D, 25000 FA0 [BE) 238D L, AT
FEfEEHE] £345, 000 F/VITHINT 2,

@1t would be reasonable for a bank having a capital of $ 100,000 to place $ 25,000, more or
less, on deposit with one or more banks in commercial and financial centers to which the locality
of the bank with which we are concerned is tributary. Cash would then be reduced $ 25, 000 and “due

from banks” would be increased to $ 45, 000. 2

Assets Liabilities ‘

Cash $ 130, 000 Capital $ 100, 000

Due from Other Banks 45, 000 Deposits 75, 000
$ 175, 000 $ 175, 000

® &L T20,000 FAUZDIELZBMEOHIARZTHRINARIND, (B FHHRIT0BE TE&FNIX
6%. Li#s>THEIE (B 12300 Kb, 19,700 KAAS/MIFIC & - TR TS L LTHFE
T52&815, TORMBENC L > THEZECE SO LOFREPEAIND, BNFEUEIG (Z
NISITOR T HMEREFE TH D) 5, JAREOREMNIIEST D, [Hel PREMELFE LT
BT 5, [FEEH (ZHUTREYFIETRECET D) 25 RECEFIE OAFTREL LT
Shs,

®Applications for loans amounting to $ 20, 000 are received and approved. The average time is
90 days and the rate 6 per cent;the discount amounting to $ 300. The proceeds, $ 19, 700, are left
on deposit to be drawn against by check. This lending transaction introduces into the statement
some new items. Loans and discounts, being valuable instruments in the possession of the bank,
will take a place on the asset side of the statement; deposits will be increased by the amount of
the proceeds of the loans; the discount, which is profit undivided and belonging to the shareholders,

will be recorded as a liability under the head of undivided profits. %

27 Ibid.p. 15.
28 Ibid. pp. 15-6.
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Assets Liabilities

Loans and Discounts $ 20, 000 Capital $ 100, 000

Due from Other Banks 45, 000 Undivided Profits 300

Cash 130, 000 Deposits 94, 700
$ 195, 000 $ 195, 000

® DHONOFITOREMIT, SR THAKL TV HHEAEINBAI LT, 30,000 Ko EE
DMAZREREL, SHICHRIZBEZ2F > T, Lo ERHICEITOHRBEZRET 5720185,000 B
NER U THORORNWEMEZER TS Z L 2RET 5, [Bae) AT TEE) & TR8E) 2
AL Z ENBEREICRKBREND,

®The directors of our bank feel that the amount of cash lying idle in the vault is unduly large
and vote to buy $ 30, 000 worth of bonds, and, confident of the future, also vote to invest $ 5, 000
in a well located vacant lot on which, in the fullness of time, to erect a new banking house. The

purchase of the bonds and real estate for cash is now reflected in the balance sheet. ®

Assets Liabzlities
Loans and Discounts $ 20, 000 Capital $ 100, 000
Due from Other Banks 45, 000 Undivided Profits 300
Real Estate 5, 000 Deposits 94,700
Bonds 30, 000
Cash 95, 000

$ 195, 000 $ 195, 000

@ HERE—ITPIETICE L ERRP o BRI EOE BB LB 2EOF I HEHET D &
EWRET LI, OB THY , BEIRDN, —MICHFIZE LT, £ OHRITIZ200 KL
DREHEE L FF > TV DShort AL, =2 7 3—7 OEFEEEIZHROR TV L FROIILADIZ®H
(2210 FAD/NGIFERED &T 5, EO/NFREEERICL > T=a—a—70#TICHESH. F
R Z B L TCma—3 — 7 ZH 5 EDMBFFITORBILFITIZED . £ bZD/NIFNS5E T
LRIHFHITED DB T 28D, ZOWRSHERIT, FESBRICESNDOELELEL I
5. TA®IT200 FABAT D, DFEY, ShortRHDAEDESIREHIIEHLELTLEI>DOTH D,
UMEFHOE ) v A T ADEE—ZHIIMEBEBRICHRA v 7 TRAINE =210 RAELNR S, M7
SafEHE] 23210 PV 5, UEITIZ. ZOBWMEITIHMT L ORI S AL Z L3, BiERE
W THERE LW O EIHLVWERREND,

(DAn overdraft, which occurs when the bank allows an unbusinesslike customer to draw upon the
bank for a sum in excess of his balance, is a form of loan, an asset, but generally bears no

interest. Short and Company having a deposit balance of $ 200 at the bank send a check for $ 210 to

29 Ibid.p. 16.
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a New York wholesaler in order to pay an overdue bill. The check is deposited by the wholesaler in
a New York bank, passes through the clearing house to the New York correspondent of the local
bank, and then to the local bank itself on which it is drawn. The procedure makes several changes
in the balance sheet. Deposits are reduced $200,1i.e., Sh‘ort and Company’ s balance is entirely
wiped out; an overdraft of $10, a negative deposit, expressed in red ink on the individual
ledger, is created; “due from banks” is reduced $210. The bank has made no profit on the

transaction but the balance sheet presents an entirely new item, overdrafts.*®

Assets Liabilities
Loans and Discounts $ 20, 000 Capital $ 100, 000
Overdraft 10 Undivided Profits 300
Due from Other Banks 44, 790 Deposits 94, 500
Real Estate 5, 000
Bonds 30, 000
Cash 95, 000

$ 194, 800 $ 194, 800

FHRMBESOKENRBABR L OBRITEHN D, 1T, AEOHK R, The International
Harvester Company ®Goodyear Tire and Rubber Company® £ 9 2 AR THHE CTOHE Y F4- 0 &K %
2,500 FAYOFHEHEAT D, MALLFRIT, TR 4 » A, FIFHR6 % T, FI5EHZ200 Ko
725, =a—3—7 RO H T5OKEEI, 800 FADFRH TR R IND, T 5 LIEAKHTHRTOF
RIS BAkiZ, RO K 51725, [RECLFIE) 23200 FASEM$ 5, TE4+RUEIS) 310, 000
RIS 5, THUITSaMEME] 239, 800 R BT 5,

®A traveling representative of a commercial paper house visits the bank, which buys, after
investigation, one note of $ 2,500 each of four open-market borrowers as the International
Harvester Company and Goodyear Tire and Rubber Company. The average time of the paper bought is 4
months, the rate 6 per cent, and the discount $200. New York and Chicago drafts, drawn for a
total of $9,800, are given in payment. We may indicate the changes which the purchase of the
paper in the open-market entailed. Undivided profits are increased $ 200; loans and discounts by

$ 10, 000; due from other banks is reduced $ 9, 800. 3!

Assets Liabilities
Loans and Discounts $ 30, 000 Capital $ 100, 000
Overdraft 10 Undivided Profits 500
Due from Other Banks 34, 990 Deposits 94, 500
Real Estate 5, 000
Bonds 30, 000
Cash 95, 000

$ 195, 000 $ 195, 000

30 Ibid. pp. 16-7.
31 Ibid.pp. 17-8.
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©@ RBEREEN. BHEERILROZOIZ, Hx OBITH 0. TEE LY IZANTE, 000 RAEEY
D, BABRESF, FIFHE6%T, FlFRIFFLNTH- T, —FEAFAO TR, BTRIE
DFRIZL->THRETRITRON, THODFEY FIZXhbILD, R FIXENLEZBEITOSITIZIRET D,
ZOBWBNZ LT, 8] 235,000 KA L, TRARUEIS]) 255,000 SASEMT 5,

@A farmer, in order to add to the acreage, borrows $ 5, 000 from the bank, giving a mortgage on
real estate as security. The time is five years and interest at 6 per cent is made payable
annually but not in advance. The amount of the loan is taken by the borrower in cash and paid to _
the seller of the land, who deposits it in a bank in a neighboring town. Cash is reduced $ 5, 000 by

this transaction; loans and discounts, increased by $ 5, 000. *

Assets Liabilities
Loans and Discounts $ 35, 000 Capital $ 100, 000
Overdraft 10 Undivided Profits 500
Due from Other Banks 34, 990 Deposits 94, 500
Real Estate 5, 000
Bonds 30, 000
Cash 90, 000

$ 195, 000 $ 195, 000

® FHxOFITOROBEN, HITORHORKEBIRIZL T, 10,000 FLE30B M, FIFES5%T
&0 AL D, 10,000 RvnHFEIGIEE 41, 67 L& 2 L5 WO FRERY, 958. 33 RAA G & LTSN D,
M R OEIS1) 2310, 000 AN 5, TFH&) $39958. 33 R/LHEM L, [RECHSFIE) 234167 Fv
45,

@DAnother customer of the bank pledges stock in a local corporation as security for a loan of
$ 10, 000 for 30 days at 5 per cent, leaving the proceeds, $9,958.33—$ 10, 000 less the discount
of $41.67 — on deposit. Loans and discounts are increased $ 10, 000; deposits are increased

$9,958. 33 and undivided profits, $41.67.%"

Assets Liabilities
Loans and Discounts $ 45, 000 Capital $ 100, 000. 00
Overdraft 10 Undivided Profits 541. 67
Due from Other Banks 34, 990 Deposits 104, 458. 33
Real Estate 5, 000
Bonds 30, 000
Cash 90, 000
$ 205, 000 $ 205, 000. 00
32 Ibid. p. 18.
33 Ibid.p. 18.
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@ XEAHESEIHBASHh, 65 FLOBANRXHDbNS, TNIEIXHEETHY, RO LR
B, [RELFNE) HOELIINBZ L5, [BE) 2365 FARAT 3,
@Stationery and supplies are bought at a cost of $65, an expense item that we may properly

deduct from undivided profits. Cash is reduced $ 65. %

Assets Liabilities
Loans and Discounts $ 45, 000 Capital $ 100, 000. 00
Overdraft 10 Undivided Profits 541. 67
Due from Other Banks 34, 990 Less Expences —65. 00
Real Estate 5, 000 476. 67
Bonds 30, 000 Deposits 104, 458. 33
Cash 89, 935

$ 204, 935 $ 204, 935. 00

@ H2BENBRE00 FLVEHES L, YERSE T, 4 %MFROBELTER V2 BIRT 5,
&) 23 500 AT S L & bic, MBRO TALIEE) »HEE &L L TARMICEHN D,

@A customer deposits $500 in cash,and takes, in preference to a checking balance, a
certificate of deposit bearing 4 per cent interest. Cash is increased $500 and a new item,

sertificates of deposit, for the same amount, appears among the liabilities. *

Assets Liabilities
Loans and Discounts $ 45, 000 Capital $ 100, 000. 00
Overdraft 10 Undivided Profits 541. 67
Due from Other Banks 34, 990 Less Expences —65. 00
Real Estate 5, 000 476. 67
Bonds 30, 000 Deposits 104, 458. 33
Cash 90, 435 Certificates of Deposit 500. 00
$ 205, 435 $ 205, 435. 00

® >HTBERFERAEO ZOHIROBE D — AD3, 4 =%588.60 FADBBELEAT 2720 HE
EXHND, EORBERITTHOZHITIXIOE V FOFERZERT S, Z0BHEKIT. HEHMITIHIMM
DFITIZFE T/ MIFTH > T ABOFEHI—BORRE YR TH D, HHEOEWVFII88. 70 M
EHETXL ) B, £ ZITIISTOEBICH T 2VEFHEENEEN TS, B4 #388.70 KK
TR 5, THIATSEMRME] 2% 88.60 RAZZIRIA L. FHost0t s b2 REZSFE] 2z bhd,

@3A local patron of a Chicago mail order house, pays cash for a Chicago draft for $ 88.60, for
the issue of which the bank charges ten cents exchange. The draft is a check of one bank upon

another. The small exchange charge is a form of undivided profits. The buyer of the draft pays

34 Ibid.p. 18.
35 Ibid.p. 18.
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$88.70 in cash, which includes the small charge for the services of the bank. Cash is increased
$ 88. 70. Due from other banks is reduced by $88.60 and the amount of the exchange charge, ten

cents, is added to undivided profits. *

Assets Liabilities
Loans and Discounts $ 45, 000. 00 Capital $ 100, 000. 00
Overdraft 10. 00 Undivided Profits 541. 77
Due from Other Banks 34, 901. 40 Less Expenses —65. 00
Real Estate 5, 000. 00 476. 77
Bonds 30, 000. 00 Deposits 104, 458. 33
Cash 90, 523. 70 Certificates of Deposit 500. 00
$ 205, 435. 10 $ 205, 435. 10

@ LENCEALREAHOREILPES/NIFL VI FETITOND, HREMAEHR] L LT
12,000 FAUVFHMEEDY, SEMREOBEMICTEE SIS, REO [FRe/NIF) 5. ZOPGFERR
LUV oRiZ, HEE & L TAERICEND,

@Furniture and fixtures, previously bought, are payed for by means of a cashier’s check for
$12,000. Furniture and fixtures will now be listed among the assets of the balance sheet as
worth $ 12,000. and a new item, cashier’ s checks, for the same amount, will appear as a liability

as long as the check is outstanding.*’

Assets Liabilities
Loans and Discounts $ 45, 000. 00 Capital $ 100, 000. 00
Overdraft 10. 00 Undivided Profits 541. 77
Due from Other Banks 34,901. 40 Less Expenses —65. 00
Real Estate 5, 000. 00 476. 77
Furniture and Fixtures 12, 000. 00 Deposits 104, 458. 33
Bonds 30, 000. 00 Certificate of Deposit 500. 00
Cash 90. 523. 70 Cashier’ s Checks 12, 000. 00
$217,435. 10 $217,435. 10

B Fex OPITORERIT, RITHERITICE 2FNEBEORE L AL TT, 25,000 KLOFFRITO
Fe R ERRET 5, £ T, EEEEIC LIS TEHFITH 525,000 RADOAREEEZMBEEIC
BRLLTBET S, BEEBITEORTEIREY 5%0ORBESZHMBEENICHERTILENRDH DD T,
B DEITOHEEILL, 250 ML OB ERER S5, RITHRIERICBEE - LOERILVWFERE K
§125,000 F/L &G BICERITR AL R~ L RO TIT<,, ERIBWFERIL, 5L ITERY, FF
BRI bDOROT, FTEHEPHRBICHRTEZ LICL T, BEENBOFEREERD L VI LI
X2 b, SITORBMREIR., ROL > RE T, TOERKICKBREIN TV,

36 Ibid.p. 19.
37 Ibid.p. 19.
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'E =Ri-i
B R OES $ 70, 000. 00 %N $ 100, 000. 00
MR 10. 00 FEL 4 FiE 541. 77
TS IEHE 34, 901. 40 EHZES —65. 00
RENE 5, 000. 00 ——
F A 12, 000. 00 476. 77
AxEEE 30, 000. 00 WEHERI TS 25, 000. 00
SHEE 1, 250. 00 Hé 104, 458. 33
e 89, 273. 70 eI E 500. 00
Hae/NIF 12, 000. 00
$ 242, 435. 10 $ 242, 435. 10

BForeseeing the possibility of making a profit by doing so, the directors authorize the issue
of $25,000 in notes, and, in accordance with statute requirements, forward $ 25, 000 in United
States bonds, which were on hand, to the United States Treasury as security. As the National Bank
Act also requires the maintenance of a 5 per cent redemption fund in the United States Treasury,
the cash of our bank will suffer a reduction of $1,250. We may conveniently suppose that the
notes are passed over the counter of the bank in exchange for customers’ demand notes aggregating
$ 25, 000. As demand notes bear interest, as distinguished from discount, no immediate profit
will arise from putting the notes into circuration. The condition of the bank now will be

refrected by the following statement: *

Assets Liabilities
Loans and Discounts $ 70, 000. 00 Capital $ 100, 000. 00
Overdrafts 10. 00 Undivided Profits 541. 77
Due from Other Banks 34,901. 40 Less Expenses —65. 00
Real Estate 5, 000. 00 _—
Furniture and Fixtures 12, 000. 00 476. 77
U. S. Bonds 30, 000. 00 Circulating Notes 25, 000. 00
Redemption Fund 1, 250. 00 Deposits ' 104, 458. 33
Cash 89, 273. 70 Certificates of Deposit 500. 00
Cashier’ s Checks 12, 000. 00
$ 242, 435. 10 $ 242, 435. 10

® BEBEE-BRDIET T, BENERILEBED50%LL EICILET 2BICELTWD I EBS
M5, BEOTOOFEBERICBALRSTREMIT, ST 2EE LT, EMNESENEEEZR LTV
TR D TRE R LI R0 45552010 £5 X 5T 51 Th 5. BRISHTOHE. 5t
BEKRTZDITSC T, Beld@md LT EHARH 5,

Box REE b BEITO L 510, BHESESE LERILER & OBME TR VRTIE, B4

38 Ibid.p. 19.
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BILKT DI Lz d, HALOATIHESWIMIBHMTH Y, B> THEIWOTEM S,
EREORE[EHIIT D BN, SUTREMSIEEN LV LETLNEEZLZKHEE T, KTT5
LT D, FOWVHIKBILETHET, BHERBEIONDDTH S,

b LYEETH. DOREOEEBITORRNZLDILARDE T, BNZOMOES 2T 5420
E. TOBEMBRIIROL I REEERETHZLICRDEA D,

aE =Li
B R OES] $ 540, 760. 28 BA $ 100, 000. 00
R 120. 16 Fis 50, 000. 00
EREEE 50, 000. 00 FBH4F)E 13,271. 19
F DA 20, 200. 00 TEBERI TS 12, 500. 00
HEA R RITHRR 4, 500. 00 RS 504, 365. 58
REE, FEMEH 25, 899. 50 AREESE 2,961.75
Z DOMEE 40, 800. 26 BEB F# 5, 000. 00
LA
R O B s B 1, 250. 20 TSRS 74,328. 15
ATSOfEFE 80, 126. 94 L E 18,441.37
B4 17, 678. 70 S YUNTIES 468. 00
$ 781, 336. 04 $ 781, 336. 04

(A glance at the statement shows that cash is equal to more than 50 per cent of the demand
liabilities. A bank management eager to make a profitable record for its shareholders will be
prompted to lend untill demand liabilities, of which individual deposits are the main item, are
from four to twenty times the cash or reserve. Now as loans increase, in the case of an individual
bank, cash tends to diminish. *°

A bank whose reserve is large in relation to its deposits or demand liabilities, as is true of
the institution that we have been building up, will continue to expand its loans untill, through
a slight increase of deposits arising from loans and the decrease of cash resulting loans, the
ratio of reserve to deposits liabilities becomes what the bank management regards as normal or
desirable.

If the institution were to continue to expand its loan and other activities untill it became
representative of our national bank, its balance sheet would present an appearance about as

follows:#

39 Ibid. p. 20.
40 Ibid. p. 21.
41 Ibid. pp. 21-2.
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Assets Liabilities
Loans and Discounts $ 540, 760. 28 Capital Stock $ 100, 000. 00
Overdrafts 120. 16 Surplus 50, 000. 00
U. S. Bonds 50, 000. 00 Undivided Profits 13,271. 00
Other Bonds 20, 200. 00 Circulating Notes 12, 500. 00
Stock of Federal Individual Deposits 504, 365. 58
Reserve Bank 4, 500. 00 U. S. Deposits 2,961. 75
Real Estate, Furni- Bills Rediscounted 5, 000. 00
ture and Fixture 25, 899. 50 : Due to Other Banks 74, 328. 15
Other Assets 40, 800. 26 Certificates of Deposits 18, 441. 37
Redemption Fund Cashier’ s Checks 468. 00
and Due from U. S.
Treasurer 1, 250. 20
Due from Other
Banks 80, 126. 94
Cash 17,678.70
$ 781, 336. 04 $ 781, 336. 04
HiEBRICK 85

O~®DORERNBRICESNT, FEEBITOTBZANT DIEL-T, 74U vy FRB, BHED
FEXRITOMRG 2 SERICENT, Z2Z~ONHEEZBERIZLT, ERLTWVWAHZEEZHRALTEER
Vo BIHOZ 4 U vy ZZA0D5[AORY TH, GIZBL T, BRECEEMNBITICH LT, HEO
RN LZ, ROLIITHERLTWD, BEFRELZ B RS2 T, HEPERILELED50%
UEICIEE ST 2BICEL WD I LBa05d, REDOT-OOFEBRIZBEOLLRBITREMIZ, 8%
e LT, RSN ERLZR L TV D ERBEENASLRWV LERED 450520512 LD X 51
TRXTTHS, )

BT, BICE LT, REHEKIC L 5T, ReOHFAEERARICELT B = & &5 B,
KOELIZEBENT VD, [FxBEXSOOHIHFITOL ST, ERESVPHEELR WV LERILAE LD
BB TREVEITIL. BN EZIERT D222 2, BEPOATIHESWMIBKTHY (Bffick-
THRLIWLT 200, BHESORSHEHE T HHRIT, FITREHIMNZEENLRVLEE LWV LE
ZDKEET, BTTHI LD,

EoIT, BEE [TERAOER) KED L, 74U vy 7RR, BECRVTHR, ORITOREHSE
CHEOEBOERIZ, 1 :10TH D (an amount suggested by the approximate ratio of 1 to 10
between reserves and deposits in our banking system at the present time.) ] & W) EEZ 2T~ .
FERTILIZEMAD I bR E L TUHRBITIRSNIBEDOHERER R LIZYV T2, ¥

74V y 7R [TER] OB T, FLELUTO ISITERAOEMIMIE] ORFHITEL

42 Ibid. p. 37, p. 45.
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T, TAVWBRTRGREFE, SENRITHSEFE, FITEHNTH LR EOATIERITILLAA
DL BEDOFERTIAFTERVI I RERHISWTS HYTRICH T 2 K28 & m#iC L -
T/ (by extensive correspondence and interviews with bankers) R LB L/ Z L 2L TV
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