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1. 

INTRODUCTION. 

Science has played and is playing a part of vital 

importance in business. Certain business methods which appear 

to have served their ends successfully over a long period of 

time, may yet, in the light of modern scientific research, be 

proved to be lacking in maximum efficiency. This may be due 

to several causes. Most people are, by nature, opposed to 

change. Again there may be failure on the part of the 

employer to appreciate the value of research or to devote time 

and money to it, and in those establishments where there is 

little or no competition the necessary impetus for research and 

improvement is lacking. 

Among the many important systems of finance capable 

of scientific investigation is Bank Lending. It is an 

indispensable factor in industry. By placing the present 

method on a more scientific basis there opens up a vast field 

of,/ 
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of possibilities hitherto ignored. If not an entirely new 

system, at any rate an important ancillary would be available. 

There are, of course, disadvantages in every system. 

Bank Lending is no exception. To mention two obvious 

disadvantages - it is well known that the Banker of to -day lays 

a great deal of stress upon the production of a Balance Sheet. 

While this does give very useful information, it is really only 

dealing with past results. By the time the Balance Sheet is 

exhibited, the Company's position may have altered for the 

worse. Then again, the Bank Ledger is used in the main to 

show the daily balance. Very little attempt is made to 

extract from it detailed information regarding the financial 

activities of the Company. Here scientific research steps in 

to aid the investigator. 

The Brewing Industry in Scotland has been taken as a 

suitable subject for examination under the method here suggested. 

Data 
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Data relating to a fictitious Company have been collected and 

the results and conclusions applicable in practice are given. 

The system evolved can be applied not only to Companies 

engaged in the brewing of beer, but to all Companies that have 

acquired loans from a Bank under operative Current and 

Discount Accounts. 

As will be readily understood, owing to the confidential 

nature of Banking, no attempt has been made to deal with 

actual data relating to any particular Brewing Company. 

Neither are there any available publications dealing specifically 

with such a subject. However, prior to the submission of 

this work much individual research and investigation has been 

done in Bank Ledgers ranging from the years just prior to the 

Great War of 1914 up to the year 1934. During this space 

of twenty years the trend of lending has been examined, notably 

in the Brewing and Farming Industries and in the Drapery, 

Furniture / 
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Furniture and Fruit Trades, while Bad Debts, when met, 

have also been investigated. Thus the results of this 

preliminary research have made the present work possible. 

We have here the lending activities of a fictitious Company 

based on a practical background. 

This work does not suggest any alterations in the well - 

established principles of Bank Lending in so far as they lead 

up to the commencement of operations on the Bank Account. 

The Banker must be at all times guided by the class of security 

offered and the personal element is also of such great im- 

portance that it might outweigh all the other considerations. 

It is only after these very important preliminaries have been 

decided that Scientific Lending can enter the field and indeed, 

it does so in this work, only on that assumption. 



Table 1. 

in 000's of pounds. 

Buildings & 
Property at 
Cost, less 
Depreciation. 

Machinery & 
Plant. 

Stock in Hand. 

Outstanding 
Accounts. 
Subsidiary Companies 

Accounts. 

Loans to 
Subsidiaries. 

Investments at 
Cost. Sub- 
sidiary Companies. 
Sundry Investments. 

Goodwill. 

Cash on Hand 

in Bank. 

BALANCE SHEET. 

as at 28th February. 

ASSETS. 

Year 1. Year 2. Year 3. Year 4. 

330 325 320 315 

16 18 20 28 

23 25 26 20 

.18 21 20 20 
94 103 123 

6 10 5 21 

42 46 66 45 
4 46 4 50 2 68 4 49 

30 26 20 20 

3 4 6 5 

566 574 585 581 



Share Capital. 
Preference Shares. 
Ordinary Shares. 

Outstanding Acc- 
ounts due by Compa 
Subsidiary Company 
Sundry Accounts. 

Loan to Company 
secured over 
Heritable Property 

Mortgages on 
Property other 
than Brewery. 

Reserve Account. 

Profit & Loss 
Account at 
28th February less 
Directors' Fees. 

Profit for year 
to 28th February. 
Less dividends 
payable. 

Table 

in 100's of pounds. 

BALANCE SHEET. 

as at 28th February. 

CAPITAL and LIABILITIES. 

ear . r ear . 
z ear . ear . 

158 158 158 158 
157 315 157 315 157 315 157 315 

ry 

s 6 5 7 5 

76 82 71 76 78 85 74 79 

30 30 20 20 

20 20 20 20 

90 93 95 102 

19 25 20 25 

30 35 50 40 
20 10 29 20 15 40 20 30 50 20 20 45 

566 574 585 581 



PART I. 

BREWING INDUSTRY. 

The first point to settle is the limit of advance and 

the apportionment between the Current Account and that of 

Discount of Bills of Exchange Account. The financing of such 

a Company has here been based upon the accounts of twelve 

actual Brewing Companies and the preparation of a composite 

Balance Sheet for each of four years. (Table 1) . Nine of 

these Companies are registered in Scotland and the remainder 

carry on a considerable part of their business there. 

On examination of these Balance Sheets it will be 

observed that the average amount of surplus floating assets 

over the four years is £45,000, and looking to the large sums 

sunk in buildings and property, a limit of £100,000 does not 

appear to be excessive, This has been apportioned as follows : - 

To Current Account . 
To the Discount of Bills of Exchange Account ... 

Total as above 

£ 15,000 
85,000 

£100,000 

The limit of credit is determined by the practice of 

Scottish / 
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Scottish Brewers making loans to publicans to enable the latter 

to purchase licensed premises. In most cases it is understood 

that only the beer of the Brewer who has lent the money will 

be sold by the borrower, although in some cases the latter may 

have a free hand. Thus, the publican, if he is a very business- 

like man, can gradually pay off his loan to the Brewer and in 

the end enjoy the ownership of the licensed premises, unencum- 

bered by debt, but until he does so he is usually asked to sign 

a Bill of Exchange, as acceptor, representing the amount of his 

indebtedness to the Brewer. The relationship of licensee and 

lender having been recognised, the method of using the Bill of 

Exchange for the further financing of the Brewing Industry has 

been devised. If the Brewer requires to finance his business 

he can have the Bill of Exchange discounted by his Banker, so 

that if the Bill is for £5,000, drawn at 3 months' currency and 

dated 3rd March 1933 - assuming it to be discounted at that 

date at 4%, the Brewer will get the sum of £4,947.18.11d. and 

the / 
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the Banker £52.1.1d. The rate charged by the Banker for the 

service of discounting is usually less than that charged on an 

overdrawn Current Account and it thus pays the Brewer to take 

full advantage of this facility. The currency of Bills varies, 

but in this assumed example it has been taken at three months, 

when the Bills are renewable after the expiry of that period. 

Amount of 1Vlone' lent on Current Account 
a se on au azor se imit. 

Having outlined the subject to be considered, it is 

now necessary to investigate the data contained in the banking 

accounts themselves. In Table 2 are set out index-numbers 

representing the amount of money used by the Brewing Company 

on Current Account during the four years in question. These 

figures are in proportion to the authorised limit of the advance. 

In order to arrive at an accurate statement of the amount of 

money lent in any given month the sum total of the Interest 

products in the Bank Ledger has been taken - that is, the 

figures obtained by multiplying the number of pounds sterling 

in / 



/ /4/dcyrb/p 
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in each daily balance by the number of days it has to run for 

interest and expressing this total as an index -number, the base 

being the limit of £15,000 multiplied by the number of days in 

the month. In Table 3 the differences per month between the 

index -numbers have been set forth and Diagram I gives Table 2 

in graphic form. The following points may be noted from an 

examination of these 

1. The maximum number is 38. The minimum number is 2. 

2. Increases in lending have taken place in the months 

of November, Deceiiber, February, March, May, June, 

August and September, while the low months are 

January, April, July and October. 

3. Commencing with November, we have the sequences in the 

following order 4- + - + + - + + - 4- + - 

Amount of Mone lent on Discount of Bills of Exchane Account 
eased on au orise m 

The next account to come under review is the Discount 

of Bills of Exchange Account. The data for this are found by 

taking the monthly sum total of the daily balances outstanding 

in pounds 



Table 2. 

mount of money lent on Current 
ccount from month to month 
ased on authorised limit. 

Table 3. 

Variations. 
+ increase; - : decrease. 

1st 2nd 3rd 4th 1st 2nd 3rd 4th 
year. year year year year year year year 

November 8 14 12 12 +1 +8 -3 

December 37 23 17 17 +29 +9 *5 +5 

January 30 21 10 15 -7 -2 -7 -2 

February 17 19 21 17 -13 -2 +11 *2 

March 24 30 14 25 +7 +11 -7 +8 

April 8 18 2 15 -16 -12 -12 -10 

1Iay 15 15 9 30 +7 -3 +7 +15 

June 25 22 18 33 +10 +7 +9 *3 

July 20 17 17 13 -5 -5 -1 -20 

August 24 20 26 17 +4 +3 +9 +4 

September 30 26 3836 22 +6 +6 +12 *5 

October 13 4 15 8 -17 -22 -23 -14 

In the months represented by these figures the sums lent 
exceeded the authorised limit by £5,000 and £3,000 respectively. 
The period of excess has been not more than two days. 
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pounds sterling, expressing this as an index -number based 

on the limit already stated, (£85,000) multiplied by the number 

of days in the month. This has been set out in Table 4. 

Table 5 shows differences per month between the index -numbers, 

while Diagram 2 gives Table 4 in graphic form. 

The following points may be noted: - 

1. The maximum number is 100 and the minimum 75. 

2. Increases in lending have taken place in the months of 

December, January, March, April, June, July, September 

and October, while the low months are November, February, 

May and August. 

3. Commencing with November we have the sequences in the 

following order - + + - + t - + + - + + 

Amount of money lent on combined Current and Discount of 
Bills of Exchange Accounts based on authorised limit. 

The data as given above show each account separately, 

but it is of importance to the Banker to know the total on 

loan to his customer. This is shown in Tables 6 and 7 and 

Diagram 3. The data for Table 6 are found by expressing the 

sum / 



Table 4. 

Amount of money lent on Discount 
of Bills of Exchange Account 
from month to month based on 
authorised limit. 

Table 5. 

Variations: 
+ - increase; - = decrease. 

1st 2nd 3r d 
year year dear 

4th 1st 2nd 3rd 4th 
year year year year year 

i ovember 81 86 75 80 -6 -4 -6 

necember 85 88 77 85 +4 +2 +2 +5 

January 86 89 80 87 +1 +1 +3 t2 

February 83 85 81 81 -3 -4 +1 -6 

March 85 87 83 79 +2 f2 +2 -2 

April 100 89 87 84 +15 +2 +4 *5 

o ay 86 80 79 80 -14 -9 -8 -4 

June 87 81 81 79 *1 +1 +2 -1 

July 88 77 84 84 +1 -4 +3 +5 

August 89 75 81 80 +1 -2 -3 -4 

September 90 78 83 83 +1 +3 +2 +3 

October 92 79 86 89 +2 t1 *3 +6 



Table 6. Table 7. 

Amount of money lent on combined Variations: 
Current and Discount of Bills of + = increase; 
Exchange Accounts from month to 
month, based on authorised limit. 

Met decrease. 

s 2n r 
ear . year . year . 

t 

ear. 
s 

ar ear 
r 
ear 

November 78 79 72 72 -5 -5 -6 

December 80 81 74 77 +2 +2 +2 +5 

January 82 82 76 79 +2 +1 +2 +2 

February 76 77 73 77 -6 -5 -3 -2 

March 77 79 77 78 +1 +2 +4 +1 

April 78 81 79 80 +1 +2 +2 +2 

May 76 75 77 78 -2 -6 -2 -2 

June 81 77 79 80 +5 42 +2 +2 

July 85 79 80 82 +4 +2 +1 +2 

August 80 74 73 77 -5 -5 -7 -5 

September 82 75 76 78 +2 +1 +3 +1 

October 84 77 78 80 +2 +2 +2 +2 
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sum total of the observed months in Tables 2 and 5 as a ratio 

of the base months. 

The following points may be noted: - 

1. The maximum number is 85 and the minimum 72. 

2. Increases in the total lending have taken place in the 

months of December, January, March, April, June, July, 

September and October, while the low months are November, 

February, May and August, which correspond exactly with 

Table 4. 

3. Commencing with November we have the sequences in the 

following order - t t - + t - + + - t t 

Amount of move lent on Current Account 
in re a ion o a base ey ar 

So far the trend of lending has been investigated as 

based on the authorised limit of the advance. This is of 

primary importance to the Banker, but for his further inform- 

ation Tables and Diagrams 8 to 13 and 4 to 6 respectively have 

been added, showing index -numbers in relation to the actual 

lending operations in a base year. Table 8 gives the trend 

of / 



Table 8. 

Amount of money lent on Current 
Account from month to month in 
relation to a base year. 

Table 9. 

Variations: 
+ = increase. 
- = decrease. 

1st 
year 

2nd 
year 

3rd 
year 

4th 
year 

1st 
year 

2nd 
year 

3rd 
year 

4th 
year 

i 

November 50 102 52 50 -77 -50 -87 

December 200 135 103 101 +150 +33 t51 +51 

January 250 223 129 173 +50 +88 +26 +72 

February 52 70 95 48 -198 -153 -34 -125 

March 109 115 70 93 +57 +45 -25 +45 

April 50 137 60 137 -59 +22 -10 +44 

May 45 45 40 54 -5 -92 -20 -83 

June 90 75 57 112 +45 +30 +17 +58 

July 158 145 126 163 +68 +70 +69 +51 

August 54 52 40 37 -104 -93 -86 -126 

September 79 67 86 81 +25 +15 +46 +44 

October 179 102 137 124 +100 +35 +51 +43 
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of such lending on Current Account, and it will be observed 

that the index -numbers show large variations compared with 

those in Table 2. The data for this are found by taking the 

monthly sum total of the Interest products and expressing this 

as a ratio of the base year. Table 9 gives the monthly 

variations, and Diagram 4 shows the graphic form of Table 8. 

The following points may be noted: - 

1. The maximum number is 250 and the minimum 37. 

2. Increases in lending have taken place in the months of 

December, January, March, April, June, July, September 

and October, while the low months are November, February, 

May and August. 

3. Commencing with November we have the sequences in the 

following order - + + - + + - + + - t t 

Amount of moné * lent on Discount of Bills 
of Exchan e Accoun in re ation to a ase )ear. 

Following the procedure adopted Table 10 gives the 

index- numbers for the Discount of Bills of Exchange Account, 

but in this case the nurrbersare obtained by taking the monthly 

sum 



Table .1Q. W 

Amount of money lent on Discount Variations. 
of Bills of Exchange Account from 
month to month, in relation to a t = increase; - _ decrease. 
base year. 

1st 
vear 

2nd 
year 

3rd 
ve ar 

4th 
vear 

1st 2nd 
ear year 

3rd 
vear 

4th 
vear 

November 108 102 89 94 +7 +2 +2 

December 90 92 80 81 -18 -10 -9 -13 

January 100 103 96 91 +10 +11 +16 +10 

ebruary 107 108 102 102 +7 +5 +6 +11 

larch 105 103 99 93 -2 -5 -3 -9 

April 109 107 94 98 +4 +4 -5 +5 

ay 112 109 99 105 +3 +2 +5 47 

une 99 92 95 100 -13 -17 -4 -5 

July 94 80 .88 97 -5 -12 -7 -3 

august 106 88 92 103 +12 +8 +4 +6 

September 100 80 89 95 -6 -8 -3 -3 

October 95 87 92 98 -5 +7 +3 {-3 
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sum total of the daily balances and expressing this as a ratio 

of the base year. These follow their counterpart in Table 4 

by moving within narrow limits, as brought out in Table 11, 

while Diagram 5 gives the graphic form of Table 10. 

The following points may be noted: - 

1. The maximum number is 112 and the minimum 80. 

2. Increases have taken place in the months of November, 

January, February, April, May, August and October, 

and decreases in December, March, June, July and 

September. 

3. Commencing with Noveiber we have the sequences in the 

following order t - 4 t - + t - 

4. The exception is the month of July which will be discussed 

later. 

Amount of mone lent on combined Current Account 
and Discount of Bills of Exchan e Account in 

re a on o a ase year. 

The remaining Tables and Diagrams in this series are 

12 and 13 and 6 respectively. They represent the total amount 

of money lent on the combined Current Account and the Discount 

of 



Table 12 . 

Amount of Money lent on combined 
Current and Discount of Bills of 
Exchange Accounts from month to 
month in relation to a base year. 

Table 13. 

Variations. 

+ = increase. 
decrease. 

1st 
year 

2nd 
year 

3rd 4th 
year year 

1st 
year 

2nd 3rd 
year year 

4th 
year 

November 107 102 88 93 + 6 + 1 + 2 

December 100 94 79 82 - 7 - 8 - 9 -11 

January 105 105 95 90 + 5 +11 +16 + 8 

February 105 106 101 103 0 + 1 + 6 +13 

March 106 107 98 94 + 1 + 1 - 3 - 9 

April 108 108 93 99 + 2 + 1 - 5 + 5 

May 106 105 95 106 - 2 - 3 + 2 + 7 

June 103 96 97 101 - 3 - 9 + 2 - 5 

July 97 81 90 98 -- 6 - 5 - 7 - 3 

August 105 88 92 104 + 8 + 7 + 2 f G 

September 

i 

100 83 91 96 - 5 .. 5 - 1 - 8 

October 1 96 87 91 99 - 4 + 4 0 + 3 
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of Bills of Exchange Account. The data for these are 

obtained by the sum of the base year monthly totals in Tables 

8 and 10, serving as a new base. The sum total of the 

observed months in these Tables is expressed as a ratio of the 

new base. 

The following points may 

1. The maximum number is 

2, Increases have taken ;> 

January, February, 

decreases in the mor, 

and September 

3. Commencing with Nover, 

following order 4 d t 

4. As in Table 10 the exception i, 

Areas of Tradi. g Operations. 

All the spheres of lending activities having now been 

presented, it is necessary to collect tJ,e data of Receipts. 

The Brewing Industry in Scotland hay always derived a consider- 

able 
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able part of its trade from the English counties of Northumber- 

land and Durham. In Newcastle -on -Tyne, around which are to 

be found large armament and engineering works and shipbuilding 

yards, keen competition prevails. Thus, changes in the 

prosperity of trades involving arduous manual labour - the 

"thirsty" trades - affect beer consumption more than changes in, 

for example, employment in departmental stores, and so it is 

important to know, month by month, both the total turnover and 

the percentage which is derived from the Tyneside and the 

Scottish areas respectively. It should be pointed out, however, 

that these two areas are not the only ones from which the 

receipts of the Brewing Industry are derived. Foreign Trade 

enters into this also, areas of importance being Belgium, Malta, 

India and the Far East, but in this work only the two home 

centres of supply have been taken into account. 

Receipts from the Tyneside Area. 

Table 14 gives data regarding the Receipts from the 

Tyneside 



Table 14. 

Monthly receipts from the 
Tyneside Area. 

Table 15. 

Variations 

+ : increase. 
- = decrease. 

1st 2nd 3rd 4th 1st 2nd 3rd 4th 
year year year year year year year year 

November 77 59 77 80 -13 + 2 - 2 

December 110 68 90 55 +33 + 9 +13 -25 

January 68 65 60 79 -42 - 3 -30 +24 

February 83 52 71 71 +15 -13 +11 - S 

March 87 66 83 65 + 4 +14 +12 - 6 

April 70 68 70 + 2 -13 +10 

May 81 67 80 95 +11 - 1 +10 +20 

June 69 95 93 78 -12 +28 +13 -17 

July 82 65 81 90 +13 -30 - E *12 

August 76 71 93 93 - 6 + 6 +12 + 3 

September 90 110 87 113 +14 +39 - 6 +20 

October 72 75 82 90 -18 -35 - 5 -23 



D/Aa,PAM % 

C>,PRPfilC iPEP.PESENT9T/ON of E /¢ 
/sf Yew, 

,Z^-4/Year 

réa.- -- - - 
YeAr 

/10 

/Oo 

70 

á0 

So 
No per. Fib. gar. Apri/ ,ay ./ú,,e y 4 Sé'pf. 



15. 

Tyneside area in relation to the base year, and Table 15 and 

Diagram 7 follow the procedure adopted in relation to the 

lending data and give the differences and curves respectively. 

The following points may be noted: - 

1. The maximum number is 113 and the minimum 55. 

2. Increases have taken place in the months of November, 

December, February, March, May, June, August and September, 

while decreases occur in January, April, July and October. 

3. Commencing with November we have the sequences in the 

following order + t - + t - + + ry + f - 

4. It will be observed that numerous variations occur in all 

the series relating to the Receipts, but these will be 

discussed later. 

Receipts from the Scottish Area. 

The Receipts from the Scottish area with their correspond- 

ing differences and curves have been given in Tables 16 and 17 

and Diagram 8. 

The following points may be observed: - 

1. The maximum number is 130 and the minimum 57. 



Table 16. 

Monthly receipts from the 
Scottish Area. 

Table 17. 

Variations. 

+ = increase. 
= decrease. 

1st 2nd 3rd 
year year year 

4th 1st 2nd 
year year year 

3rd 4th 
year year 

November 90 87 98 1 113 6 + 3 +13 

December 93 97 74 80 + 3 +10 -24 Z 

January 64 60 68 75 n ° !."i -37 " 6 I - 5 

February 75 57 63 111 +11 O 3 - 5 1 +36 

March 65 63 80 95 -3_0 + V +17 ! -16 

April 68 83 103 109 + +20 +23 1 +14 

May 73 87 110 105 + 5 + 4 4 

June 69 70 91 112 4 -17 -19 + 7 

July 89 89 103 123 +20 +19 +12 +11 

August 93 107 80 133 + 4 +18 -23 +10 

September 70 87 94 98 -23 a.l+ ̂0 +14 -V5 

October 81 95 100 130 +11 + 8 } 6 +32 
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2. Increases have taken place in the months of November, 

February, April, May, July, August and October, and 

decreases in December, January, March, June and September. 

3. Commencing with November we have the sequences in the 

following order } - - {- - + { - + - 

4. It will be observed that in the month of January a 

decrease has occurred when an increase is expected and 

this will be discussed later, (Variations in the 

Sequences), where it will be seen that an increase in 

the month of January is the normal. Henceforth it will 

be taken as such and the sequences changed. (Cables 23 

and 24.) 

Total Receipts from Tyneside and Scottish Areas. 

The data giving the Total Receipts from the combined 

areas of Tyneside and Scotland are shown in Tables 18 and 19 

and Diagram 9. 

The following points may be noted : - 

1. The maximum number is 116 and the minimum 59. 

2. Increases have taken place in the months of November, 

December, February, March, May, June, August and 

September, and decreases in January, April, July and 

October. 

3./ 



Table 18. 

Total monthly receipts from the 
Tyneside and Scottish Areas. 

Table 19. 

Variations. 

+ _ increase. 
decrease. 

1st 2nd 3rd 4th 1st 2nd 3rd 4th 
year year year year year year year year 

November i 
89 72 79 89 -15 + 2 - 7 

December 92 72 100 75 + 3 0 +21 -14 

January 64 59 65 76 -26 -13 -35 + 1 

February 68 62 75 69 + 4 + 3 +10 - 7 

March 72 64 93 91 + 4 + 2 +18 +22 

April 85 73 105 84 +13 + 9 +12 - 7 

May 71 66 92 92 -14 - 7 -13 + 8 

June 68 83 104 100 - 3 417 412 + 8 

July 81 75 89 94 +13 - 8 -15 - 6 

August 73 95 96 108 - 8 +20 4 7 +14 

September 92 99 91 108 +19 + 4 - 5 0 

October 87 77 96 116 - 5 -22 + 5 + 8 
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3. Commencing with November, we have the sequences in the 

following order + + m e {. f - ¢ f - 

The Ratio of Scottish Receipts in 
relation to T;meside ReceipEs.- 

It has been said that it is necessary to know what 

percentage of Receipts is being obtained from the different 

sources of supply, and as the data given in Tables 14 and 16 

have been derived from base years with different amounts, i.e. 

Tyneside and Scottish, no indication can be shown as to the 

percentage increase or decrease which the one bears to the other. 

In order to fulfil this requirement the Receipts from the 

Scottish Area have been expressed as an index -number of the 

Receipts from Tyneside, this being brought out in Table 20. 

It will be seen from an examination of this that the monthly 

average Receipts from the Scottish Area as compared with the 

Tyneside Area amount to 48.33%, 62.5 %, 58.25% and 58.41% 

respectively. When a depression occurs in Industry and Trade 

it is not an uncommon practice for credit to be extended beyond 

the 



Table 20. 

The Ratio of Scottish Rece ts in relation to Tyneside Receipts. 

November 

December 

January 

February 

March 

April 

May 

June 

July 

August 

September 

October 

Monthly 
AveraLe . 

2nd year , 3rd year 4th year 

120 150 75 

40 50 20 

20 18 22 

70 33 100 

50 48 52 

55 15 16 

40 40 41 

50 50 42 

80 20 21 

50 100 102 

25 75 100 

48.33 62.5 58.25 58.41 
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the period usually taken so that what was originally one month, 

may, in depression years, be two or even three months. It 

should, therefore, be the aim of the Banker to know when this 

change is taking place. Thus, it has been necessary to look 

for some data which will act as a barometer to guide the 

Banker in this regard. The data chosen have been the sums 

paid by the Brewing Company to His Majesty's Customs and Excise 

on the fifteenth day of each month in the year, these sums 

representing the duty exigible on the beer brewed, and Tables 

21 and 22 and Diagram 10 give index-numbers to represent these 

amounts along with inter -month differences and corresponding 

curves. 

The following observations may be made: - 

1. The maximum number is 85 and the minimum 43. 

2. Increases have taken place in the months of December, 

January, March, April, June, July, September and October 

while decreases occur in November, February, May and 

August. 

3. / 



Table 21. 

Monthly amounts paid to his 

Table 22. 

Variations. 
Majesty's Customs & Excise. + = increase; - = decrease. 

is 
ear 

2nd 
ear 

3rd 
ear 

4th 
'ear 

1st 
rear 

2nd 
rear 

3rd 
ear 

4th 
oar 

November 69 51 50 . 61 -11 -23 -16 

December 70 53 68 72 +1 +2 +18 +11 

January 75 56 74 74 +5 +3 +6 +2 

February 67 46 76 61 -8 -10 +2 -13 

March 77 68 67 68 +10 +22 -9 +7 

April 70 69 70 72 -7 +1 +3 +4 

May 54 43 65 74 -16 -26 -5 +2 

June 70 62 75 69 +16 +19 +10 -5 

July 71 64 78 77 +1 +2 +3 +8 

August 53 61 70 85 -18 -3 -8 +8 

September 60 69 75 70 +7 +8 +5 -15 

October 62 73 77 83 +2 +6 +2 t13 
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3s Commencing with November we have the sequences in the 

following order A. + t - t t _ t + _ + 4 

It has been said that His Majesty's Customs and Excise 

receive payment of the duty on beer brewed on the fifteenth day 

of each month and the observations made above relato to the day 

of payment, but these payments are actually made for the beer 

brewed in the previous month, fifteen days of grace being 

allowed for payment, and so in order to complete the barometer 

it has been necessary to move the data back one month. The 

completed barometer is shown in Table 23$ 

From an examination of this Table it will be seen that 

when an increase or decrease takes place in the amount of money 

paid each month to His Majesty's Customs and Excise, a corres- 

ponding increase or decrease takes place in the Receipts from 

the Scottish Area two months later, and in the case of the Tyne- 

side Area three months later, so that the credit allowed to the 

Scottish customers is two months and to the Tyneside customers 

three months. As the sums paid monthly to His Majesty's 

Customs / 



Table 23. 

Time lag between Monthly Receipts & Monthly amounts paid to 
H.M. Customs & Excise. 

Nov.Dec.Jan.Feb.Moh.Ap.May June July Aug.Sep.Oct. 

Receipts from 
the Tyneside Area. 

Receipts from the 
+ 

Scottish Area. 

Monthly amounts 
paid to H.M.Cus- + + 
toms & Excise. 

+ r + 

a + á Y. 

Monthly amounts paid to 
H.M.Customs & Excise plus 
or minus in the months of 

Monthly Receipts. 
Corresponding plus 
or minus in the 
Scottish Area in 
the months of 

Monthly Receipts. 
Corresponding 
plus or minus in 
the Tyneside Area 
in the months of 

November 

December 

January 

February 

Marc h 

April 

May 

June 

July 

August 

September 

October 

January 

February 

March 

April 

May 

June 

July 

August 

September 

October 

November 

December 

February 

March 

April 

May 

June 

July 

August 

September 

October 

November 

December 

January 
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Customs and Excise vary according to the stocks on hand and 

the subsequent demand, it sometimes happens that the variations, 

as shown in Table 22, and subsequently moved back one month, 

do not follow the recognised sequence and, indeed, in this 

example, seven such variations have occurred, namely January 

and February 3rd year, March 1st year, April, May, July and 

August 4th year. The effect of this on the monthly Receipts 

will be examined later. 

Investigation of all Loans and Receipts Sesuences as brouht out 
n Ta e 4. 

Loans in relation to 
authorised limit. 

1. Current Account 
and 

Discount of Bills 
of Exchange Account. 

Loans in relation to 

7775-67- 

s 
Both increase in December, 
March, June and September 

in each year. 

2, Current Account 
and Both increase in January, 

Discount of Bills - April and October in each 

of Exchange Account. year. 

Loans in relation to the 
authorised limit and 
aisé year. 

3. Current Account IND Increases in December, 
March, June and September 

in each year. 



Table 24. 

Tabulatiof of all Loans & Receipts Sequences. 

Nov.Dec Jan.Feb Mch1Ap ,ay June July Aug.ISep,Oct. 

Amount of Money lent on 
Current Account based on 
authorised limit. 

} } - + + - } } - + + - 

Amount of Money lent on 

Discount of Bills of 
Exchange Account based 
on authorised limit. 

- + + - + t - + + - + + 

Amount of Money lent on 
combined Current and 
Discount of Bills of - + + - + + - + + 

Exchange Accounts based 
on authorised limit. 

Amount of Money lent on { 
Current Account in re- 
lati on to a base year, 

- + + 'I- + + - + + - + + 

Amount of '.Toney lent on 
Discount of Bills of 
Exchange Account in re- 
lation to a base year. 

+ - t + - t + - - + - t 

Amount of Money lent on 
combined Current and 
Discount of Bills of + - + + - + + - - + - + 

Exchange Accounts in 
relation to a base year. 

-. -s - 

Receipts from the + + - + + - + + - + + - 
Tyneside Area. 

Receipts from the + - + + - + + - 
Scottish Area. 

Total Receipts from the + - } + - + + - + + - 
Tyneside l., Scottish Areas. 



Loans in relation to the 
au or .se inn an 
base year. 

4. Discount of Bills 
of Exchange Account. 

Loans in relation to the 
au horised imi an 
base year_ 

5. Combined Accounts 
(Current and Discount 
of Bills of Exchange) 

Increases in January, 
April and October in 

each year. 

Both increase in January, 
April and October in 

each year. 

Thus it is evident that whether the Loan Accounts are 

based on an authorised limit in relation to a base' year, if the 

currency of the Bills is three months, then increases will 

occur in certain specified months common to both series. 

Increases in the Receipts of both Areas take place in 

the months of November, February, May and August. 

Amount of money lent on ) 

combined Current and Discount ) 

of Bills of Exchange Accounts ) 

based on authorised limit ) 

and 

Total Receipts from the 
Tyneside and Scottish Areas. 

both increase in 
December, March, June 
and September in 

) each year. 

Amount of money lent on combined) 
Current and Discount of Bills of) 
Exchange Accounts in relation ) 

to a base year. 

and 
Total Receipts from the 
Tyneside and Scottish areas. 

both increase in 
November February, 
May and August in 

each year. 



The two combined Loan series based on authorised limit 

and in relation to a base year increase in the months of 

January, April and October, while all the Receipts series 

increase in the months of November, February, May and August, 

a month later than the two combined Loan series in three 

instances. This would have been increased to four but for 

the exceptional case of July. 

There can never be any month when the two combined Loan 

series show a decrease along with a corresponding decrease in 

the total Receipts series. 

It will thus be seen that increases take place in the 

Tyneside Receipts and all the Loan Accounts based on authorised 

limit in the months of December, March, June and September, but 

when we examine these Receipts along with the Loan Accounts in 

relation to a base year, we find the above increases take place 

only in the Current Account, but not in the Discount of Bills 

of Exchange Account. 

Increases 
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Increases take place in the Scottish Receipts and all 

the Loan Accounts in relation to a base year in the months of 

January, April and October, while,with the addition of July, 

this is also the case with the Discount of Bills of Exchange 

Account based on authorised limit, but not in the Current 

Account based on authorised limit. 

It will be observed that if a comparison is made between 

the combined Loan Accounts based on authorised limit, the 

combined Loan Accounts in relation to a base year, and the 

total Receipts, no increase can be shown in any one month 

common to the three series. 

Variations in the Sequences. 

It will be found that variations frequently take place 

in the sequences especially in the Receipts, and it is necessary, 

when these occur, to discover the reason. The Banker is thus 

brought into touch with other matters affecting the Brewing 

Industry, such as the Licensing Court, which site in the months 

of / 
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of April and October, and grants and transfers licenses to 

the applicants of licensed premises, while the special period 

for the purchase of Hops and Barley has also to be known. 

Commencing, therefore, with the amount of Money lent 

on Current Account based on authorised limit, Table 3, we 

find variations have taken place five times, and that these 

all show a decrease in lending at the time when an increase 

was expected. The reasons assigned to these are as follows:- 

November 4th year Reduction of Loan of 
License Holder. 

February 1st year e e Payments for Hops and 
Barley not being made 
until later. 
Payments for Hops and 

February 2nd year Barley not being made 
until later. 

March 3rd year Loan repaid by License 
Holder. 

May 2nd year Reduction of Loan of 
License Holder. 

The variations shown in the Discount of Bills of Exchange 

Account based on authorised limit amount to five. Table 5. 

February 3rd year .. ... . 0 Financing of subsidiary 
Company caused the Current 
Account to be higher than 
usual and it is reduced 
by a slightly higher 
Discount. 
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March 4th year .. . e . Reduction in Loans to 
License Holders. 

June 4th year 190 Reduction in Loans to 
License Holders. 

July 2nd year 11 0. . Reduction in Loans to 
License Holders. 

August 1st year . 411 Increase in borrowing 
by License Holder. 

We now turn to the Current Account in relation to a 

base year, Table 9. There are three variations. 

March 3rd year ... ... Loan repaid by borrower. 

Aprii 1st year ... ... ... Repayment of loan by License 
Holder, who was removing 
from licensed premises. 

April 3rd year e. Repayment of loan by License 
Holder, who was removing 
from licensed premises. 

The Discount of Bills of Exchange Account in relation to 

a base year shows six variations, Table 11. 

April 3rd year 

July all four years ... . . SO* 

Loan repayment, causing 
Bills to be reduced in 

amount. 

Holiday season. Less 
discounts in this month 
owing to depleted staff. 



October 1st year 
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e s . . e Repayment of loan on 
account of outgoing 
License Holders. 

In the combined Current and Discount of Bills of 

Exchange Accounts in relation to a base year, Table 13, eleven 

variations take place : - 

March 1st year 

March 2nd year 

April 3rd year 

May 1st year 

May 2nd year 

June 3rd year 

July all four years 

. 0 

. 

, e 

e 

s 

e s 

s 

e 

s e 

Increase in buying of 
Hops and Barley. 

Increase in buying of 
Hops and Barley. 

Loan repayments of out- 
going License Holders. 

Loan repayments of out- 
going License Holders. 

Loan repayments of out- 
going License Holders. 

Temporary loan to 
subsidiary. 

Holiday season. Less 
discounts in this month 
owing to depleted staff. 

October 1st year ... ... .. Loan repayments of out- 
going License Holders. 

As has been already said the Receipts show frequent 

variations. Sixteen of these occur in Tyneside, Table 15, as 

follows : - / 
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follows;- 

November 2nd and 4th years, December 4th year, January 4th year, 

February 2nd and 4th years, March 4th year, April 2nd and 4th 

year, May 2nd year, June 1st and 4th year, July 1st and 4th. 

year, August 1st year, September 3rd year. Twelve of the 

above eliminate each other; only four which show reductions 

when increases are expected remain to be accounted for by the 

Banker. 

November 2nd year ... ... ... Slightly longer credit 
than usual being taken by 
customers. 

February 2nd year e e Slightly longer credit 
than usual being taken by 
customers. 

August 1st year ee e Slightly longer credit 
than usual being taken by 
customers. 

September 3rd year e Slightly longer credit 
than usual being taken by 
customers. 

The Receipts from the Scottish Area, Table 17, show 

fourteen variations as follows: - 

December 1st and 2nd year, January all 4 years, February 2nd 

and 
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and 3rd year, March 2nd and 3rd year, May 4th year, June 4th 

year, August 3rd year, September 3rd year. Thirteen of these 

eliminate each other and the remaining one, January 4th year, 

is caused by slightly longer credit being taken. Thus 

January which appeared at the first instance to be very 

exceptional has been satisfactorily explained when to complete 

the normal sequence that month has been taken to show an 

increase and eliminations occur with the months of December 

and February. 

There now falls to be examined the variations in the data of 

payments to His Majesty's Customs and Excise as brought out in 

Table 22, remembering to move the data back one Month as in 

Table 23, when reviewing the situation in regard to Receipts. 

The variations in His Majesty's Customs and Excise payments have 

already been stated as follows: - 

January / 
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January 3rd year. Gives variation in Tyneside Receipts 
Scottish Receipts normal in April 
two months hence, 3rd year. 
namely March 3rd year. 

February 3rd year. 

March 1st year. 

April 4th year. 

May 4th year. 

July 4th year. 

August 4th year. 

Gives variation in 
Tyneside Receipts 
three months hence, 
namely June 'ist year. 

Scottish and Tyneside 
Receipts both normal 
in April and May 
3rd year. 

Scottish Receipts 
normal in May 1st year. 

Gives variations in 
Scottish and Tyneside 
Receipts two and three 
months hence, namely 
June and July 4th year. 

Scottish and 
Tyneside Receipts both 
normal in July and 
August 4th year. 

Scottish and 
Tyneside Receipts 
both normal in 
September and 
October, 4th year. 

Scottish Receipts 
normal in October 
4th year. 

The reasons for the above remaining normal have been ascertained 

as follows:- 

Stocks have been high in February 3rd year, May and August 4th 

year, causing a shrinkage in beer brewed and a corresponding 

decline in payments to His Majesty's Customs and Excise, but 

as-/ 
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as the demand has still remained at its former level, the 

Receipts at the expiry of the credit period have remained normal. 

In July 4th year the position of stock has been the reverse of 

the above and while the payments to His Majesty's Customs and 

Excise have increased, yet the corresponding stock increase 

was not received by the customers until the beginning of the 

next month, viz. August. 

An explanation will require to be given for the Tyneside 

and Scottish Receipts remaining normal on April 3rd year and 

May 1st year. The reason for this is that the increase in 

payments to His Majesty's Customs and Excise in January 3rd 

year is accounted solely by the increase in Scottish Receipts 

as brought out in March 3rd year, that is the Scottish demand 

caused the increased payments to His Majesty's Customs and 

Excise. The decrease in payments to His Majesty's Customs and 

Excise in March 1st year is accounted solely by the decrease 

in Tyneside Receipts as brought out in June 1st year, that is 

the / 
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the Tyneside decrease in demand caused the decreased payments 

to His Majesty's Customs and Excise. 

MEAN T EIYIYERAT URE . 

In an investigation of this kind relating to the Brewing Industry 

it is not unreasonable to suppose that the demand for beer on 

the part of the public is caused by changes in climatic conditions, 

Thus, in order to ascertain if any co- relation existed between 

the monthly Mean Temperature and the monthly Receipts derived 

from the sale of beer, the relative data were collected at the 

City Observatory, Edinburgh. The result has been shown on 

Diagram 11, where it will be observed that the curve of Mean 

Temperature is quite a normal one and it is thus impossible to 

co- relate it with the curve of Receipts in Diagram 8, or to 

derive from it anything of value in regard to the investigation. 
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PART II. 

CREDIT DRAPERY. 

As a further example of Scientific Lending, the Drapery 

Trade has been taken for examination. Data relating to a 

fictitious Company have been collected and as in the Brewing 

Company's Accounts, the results and conclusions are given. 

In this example the transactions are considerably 

reduced as there is no Discount of Bills of Exchange Account to 

contend with, while the Receipts only relate to Scotland. 

Balance Sheets representing four years transactions have been 

prepared. (Table 25). On examination of these, it will be 

observed that each year shows a loss. No allowance for 

depreciation has been made relative to the Furniture and 

Fittings, while the Bank overdraft has remained at a fairly 

high level. Under these circumstances, therefore, the Banker 

is justified in asking and obtaining security for a proposed 

authorised limit of overdraft of £6,000 and this has been 

given in the shape of a guarantee for that sum by two of the 

Directors 



Table 25. BALANCE SHEET AS AT 
31st OCTOBER. 

ASSETS. 

Year 1 
I 

Year 2 

Stocks on Hand £17,000 

Furniture,Fittings 

at Cost. 

Amount due to the 
C omp arty 

Sundry Debtors. 

Cash on Hand 

Loss for Year 

6,000 

2,000 

102 

3,198 

£28.300 

£18,500 

6,000 

2,400 

143 

3,157 

£30.200 

Capital and Liabilities. 

Capital Authorised 
Year 1 

and Issued. £20,000 

Sundry Creditors 4,000 

Bank Overdraft 4,300 

£28,300 

Year 2 

£20,000 

5,400 

4,800 

£30,200 

Year 3 year 4 

£18,000 £19,500 

6,000 6,000 

2,'750 2,600 

109 98 

2,741 3,302 

£29,600 £31,500 

Year 3 I year 4 

£20,000 £20,000 

6,200 6,000 

3,400 5,500 

£29,600 £31,500 
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Directors of the Company. This does not, however, mean that 

no attempt will be made by the Banker to watch operations on 

the Current Account and the procedure as defined in the Brewing 

Company's accounts has been followed. 

Amount of money lent on Current Account based on 
authorised limit. 

In Table 26 are set out index -numbers representing the 

amount of money lent to the Drapery Company on Current Account 

during the four years, the figures being in proportion to the 

authorised limit of the advance (£6,000). The method of 

obtaining the data is the same as that set out on page 7. In 

Table 27 the differences per month between the index -numbers 

have been set forth and Diagram 12 gives the index- numbers in 

graphic form. The following points may be noted from an 

examination of these: - 

1. The maximum number is 100. The minimum number is 30. 

2. Increases in lending have taken place in the months of 

November, December, March, April and August, while the 

low months are January, February, May, June, July, 

September and October. 



Table 26. 

Amount of Money lent on 
Current Account from 
month to month based on 
authorised limit. 

Table 27. 

Variations. 

+ = increase 
decrease. 

1st 2nd 3rd 4th 1st 2nd 3rd 
year year year year year year 

November 95 70 65 80 

December 96 90 52 92 

January 70 65 35 95 -26 

February 68 60 33 96 

March 98 94 66 98 +30 

April 90 100 85 95 

May 65 85 80 90 -25 

June 45 65 75 100 -20 

July 35 50 54 60 -10 

August 50 55 60 50 

September 30 35 50 65 -20 

October 40 33 45 50 +10 

year 
4th 

year 

+30 +32 +35 

+20 -13 +12 

-25 »17 + 3 

- 5 .. 2 + 1 

+34 +33 + 2 

+ 6 +19 

-15 - 5 

-20 m 5 +10 

-15 -21 -40 

+ 6 ..10 

-20 -10 +15 

- 2 - 5 -»15 

+15 * 5 
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3. The exception is July and this will be discussed later. 

4. Commencing with November we have * + - - t + - - 

Amount of money lent on Current Account in relation 
to a base year. 

The actual lending operations in relation to a base yea: 

have now to be considered and the data for these are set out 

in Table 28, while Table 29 gives the differences per month 

between the index -numbers and Diagram 13 the index -numbers in 

graphic form. 

The following observations may be made : - 

1. The range of the numbers is very much greater than those 

in Table 26. The maximum number is 360 and the minimum 

number 56. 

2. Increases in lending have taken place in the months of 

November, March, April, May, June, September and October 

while decreases have taken place in December, January, 

February, July and August. 

3. Commencing with November we have + - - - + + 4 + - - + t 

MONTHLY RECEIPTS. 

As has been said previously, the area of trading 

operations 



Table 28. 

Amount of Money lent on 
Current Account from 
Month to month in rela- 
1;on to a base year. 

Table 29. 

Variations. 

+ _ increase. 
decrease. 

1st 
year 

2nd 
year 

3rd 
year 

4th 
year 

1st 
%ear 

2nd 
year 

3rd 
year 

4th 
year 

November 351 250 245 288 +65 +90 +38 

December 235 230 125 232 116 -20 -120 -56 

January 176 161 88 238 -59 -59 -37 + 6 

February 115 101 56 161 -61 -60 -32 -77 

March 130 124 87 130 +15 +23 +31 -31 

April 130 145 120 137 0 +21 +33 + 7 

May 161 225 198 230 +31 +80 +78 +93 

June 162 245 270 360 + 1 +20 +72 +130 

July 153 244 263 297 - 1 - 7 -63 

August 124 136 149 290 -29 -108 -114 - 7 

September 133 140 200 240 + 9 + 4 +51 -50 

October 185 155 250 232 +52 +15 +50 - 8 
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operations is confined to Scotland and the data of Receipts will 

now occupy our attention. 

These have been set out in Table 30, with the monthly 

differences in Table 31 and Diagram 14 gives Table 30 in 

graphic form. The following observations may be made: - 

1. The maximum number is 155 and the minimum number 90. 

2. Increases have taken place in the months of December, 

January, March, April, June, July, September and October, 

while decreases occur in November, February, May and 

August. 

3, Commencing with November we have - + + - + + - t t - + t 

The Banker has now to look round for a suitable barometer 

to guide him as to the probable trend of Receipts in the future. 

In credit trading goods supplied from 1st to the 20th of the 

month are generally paid on the 20th of the month following, 

subject to a discount of 5 %, while in quite a number of cases 

two months' credit on the same basis is allowed. It is, thus, 

quite important for the Banker to know what period of credit 

is / 



Table 30. 

Monthly Receipts. 

Table 31. 

Variations. 

+ a increase. 
- _ decrease. 

1st 2nd 3rd 4th 1st 2nd 3rd 4th 
ear year year year year year year year 

November 98 89 118 117 -27 -10 -34 

December 108 108 115 105 +10 +19 - 3 -12 

January 111 116 145 130 + 3 + 8 +30 +25 

February 90 90 115 137 -21 -26 -'30 + 7 

March 108 105 130 95 +18 +15 +15 -'42 

April 132 110 125 105 +24 + 5 - 5 +10 

May 116 120 117 100 -16 +10 - 8 - 5 

June 117 118 119 120 + 1 - 2 + 2 +20 

July 127 125 155 140 +10 + 7 +36 +20 

August 126 118 140 155 - 1 - 7 -15 +15 

September 130 120 145 110 f 4 + 2 + 5 -45 

October 116 128 151 123 -14 + 8 + 6 +13 
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is being taken and with this in view,data have been collected 

representing the payments made to the Wholesale Houses on the 

20th of each month. These data have been set down in Table 32, 

while Table 33 gives the differences per month and Diagram 15 

the data in graphic form. 

1. It will be observed that the maximum number is 140 and 

the minimum number 25. 

2. During the first three years increases have taken place 

in the months of November, December, February, March, 

May, June, August and September, while decreases occur in 

January, April, July and October. 

3. During the fourth year, however, a change has occurred and 

increases appear in November, January, February, April, 

May, July, August and October, and decreases in December, 

March, June and September. 

4. Commencing with November we have :- 

Year 1 to 3 f t - + + - t t - + + - 

Year 4 + - + + - + + - + + - + 

If the sequences of Monthly Receipts are then placed 

along with the above as in Table 34 and examined, it will be 

seen 



Table 32. 

Amounts paid Monthly to the 
Wholesale Houses. 

Table 33. 

Variations. 

+ = increase 
decrease. 

1st 2nd 3rd 4th. 1st 2nd 3rd 4th 
year year year year year year year year 

a 

November 98 99 80 90 419 + 3 +13 

December 100 120 90 80 + 2 +21 +10 -10 

I 

January 90 110 80 84 -10 -10 -10 + 4 

February 101 117 97 88 +11 + 7 +17 + 4 

March 110 120 10G 70 + 9 + 3 + 3 -18 

April 50 108 60 25 -60 -12 -40 -45 

May 110 85 80 82 +60 -23 +20 +57 

June 120 89 95 3:0 +10 t 4 +15 -52 

July 80 75 65 36 -40 -14 -30 + 6 

August 95 83 80 40 +15 + 8 +15 + 4 

September 140 120 125 25 +45 +37 +45 -15 

October 80 77 77 50 -60 -43 -48 +25 



Table 34. 

Time lag between Monthly Receipts and Monthly Amounts paid to 
Wholesale Houses. 

Nov.Dec.Jan.Feb.Mch.Apl.May June July Aug.Sep.Oct. 

Receipts - + + 

Years l to 3 4 

Year 4 

+ ° + + 

- + + - 

+ + O N 

Years 1 to 3. 

Monthly amounts 
paid to Wholesale 
Houses plus or 
minus in the 
months of 

Corresponding 
plus or minus 
in Monthly Re- 
ceipts in the 
months of 

Year 4. 

Monthly amounts 
paid to Whole- 
sale Houses 
plus or minus in 
the months of 

Corresponding 
plus or minus 
in Monthly Re- 
ceipts in 
the months of 

November 

December 

January 

February 

March 

April 

May 

June 

July 

August 

September 

October 

December 

January 

February 

March 

April 

November 

December 

January 

February 

March 

May April 

June 

July June 

August July 

September August 

October September 

November October 

May 

January 

February 

March 

April 

May 

June 

July 

August 

September 

October 

November 

December 
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sean that during the first three years the credit taken by 

the Company has been one month, but during the fourth year 

this has been increased to two months. 

Investigation of all Loans and Receipt sequences as brought 
out in Table 35. 

1. 
Amount of Money lent on 
Current Account in relation 
to the authorised limit and 
base year. 

2. 
Amount of Money lent on 
Current Account based on 
authorised limit and 
Monthly Receipts. 

3. 
Amount of Money lent on 
Current Account in relation 
to a base year and Monthly 
Receipts. 

4. 
Both Loan Series and 
Receipts. 

Both increase in November, 
March and April. 
Both decrease in January, 
February and July. 

Both increase in December, 
March and April and 
decrease in February and 
May. 

Both increase in March, 
= April, June, September 

and October and decrease 
in February and August. 

All increase in March and 
April and decrease in 

February. 

It will be observed that the sequences brought out from 

the data of Money lent on Current Account in relation to a base 

year do not show the same regularity as in the data of money 

lent 



Table 35. 

Tabulation of all Loans and Receipt S uences. 

Nov Alec _ Jan.l'eb JVIch. Apl.May une July Aug. yep. t. 

Amount of 

Money lent 

on Current 

Account based 

on authorised 

limit. 

+ 

Amount of 
i 

Money lent 

on Current 

Account in 

relation to a 

base year. 

+ ., 

, 

Monthly 

Receipts. - - + + - + + .. + + 
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lent on Current Account based on an authorised limit, but when 

the Table 28 is examined, it will be seen that the loans reach 

a minimum in the month of February and gradually rise each 

month thereafter until June is reached when they attain a 

maximum figure. 

Variations in the Sequences. 

As in the Brewing Company's Accounts variations have 

taken place in the sequences and here again it is incumbent on 

the Banker to assign a reason. Commencing with the amount of 

money lent on Current Account based on authorised limit, Table 

27, we find variations have taken place nine times, some 

showing decreases when an increase was expected and vice versa. 

The variations in August and September 4th year eliminate each 

other and there remain seven others to examine. 

December 3rd year 

January 4th year 

. 

.. 

... Less purchases made from 
Wholesale Houses, due to 
mild winter and the result- 
ant large decrease in 
sales of mens' overcoats. 

... More purchases made from 
Wholesale Houses, due to 
increased demand at winter 
sale. 



February 4th year ... 

April 1st year 

April 4th year 

June 4th year 

October 1st year 

... 

... 

... 

39. 

.. 

.. 

. 

Increase in advertising and 
wages paid to increased 
staff causes small increase in 
over-draft. 

Less purchases made from Whole- 
sale Houses, due to severe 
weather and the resultant large 
decrease in sales of spring 
outfitting. 

Less purchases made from Whole- 
sale Houses, due to severe 
weather and the resultant large 
decrease in sales of spring 
outfitting. 

Opening of a new branch in a dis- 
trict where increasing business 
over a number of previous years 
warranted this. 

Decrease in receipts. 

The month of July shows a decrease in loans in all four years 
and this is due to the large receipts from the summer sales. 

In the amount of money lent on Current Account in relation to 
base year, Table 29, four variations are shown, these being 
as follows:- 

January 4th year ... 

March 4th year .. 

September 4th year... 

.. 

... 

... 

More purchases made from Whole- 
sale Houses, due to severe 
weather, and the resultant demand 
for mens' overcoats. 

Less purchases made from Whole- 
sale Houses, due to severe 
weather and the resultant large 
decrease in sales of spring 
outfitting. 

Less purchases made from 
Wholesale Houses owing to fine 
weather continuing and the 
resultant less demand for 
winter wear. 



October 4th year 
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. Monthly Receipts higher than 
usual and payments to Wholesale 
Houses delayed until 27th. of the 
month causing decrease in over- 
draft. 

Variations in Receipts occur ten times, Table 31, but 

elimination takes place in May and June 2nd year, February 

and March, August and September 4th year, leaving four 

variations to examine and assign a reason for the deviation, 

as follows: - 

December 3rd year ... 

December 4th year ... 

April 3rd year 

October 1st year 

... ... 

.. 

Increased opposition from new firm. 

Increased opposition from new firm. 

Continuous inclement weather. 

Political crisis. 

These four variations all show decreases when increases were 

expected. 

It has been said that the credit allowed by the 

Wholesale Houses to the Drapery Company is one month in 

respect of the first three years and two months in respect 

of the fourth year. When the data of payments made to the 

Wholesale 
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Wholesale Houses, Table 33, are compared with the Monthly 

Receipts, Table 31, two deviations occur as follows:- 

Payments made to 
Wholesale Houses. 

Yeairs m 3 

May 2nd year 

Both show decreases and eliminate 
each other. 

April 4th year e 

Monthly Receipts. 

June 2nd year 

June 4th year. 
Remains normal 
owing to fine 
weather causing 
an increased 
demand. 
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PART III. 

Hire Purchase Tradin in Furniture. 

As a final example of Scientific Lending data have 

been collected representing the Loans and Receipts of a 

fictitious Company engaged in selling House Furniture on the 

Hire Purchase System. In cases where more working capital 

is required to extend Hire Purchase trading a firm or company 

may wish to approach a Hire Purchase Finance Company. Balance 

sheets for the previous three years are usually asked for and 

if the Hire Purchase Finance Company is satisfied that the 

intending borrower is sound and worthy of assistance, the 

procedure generally takes the following course. 

In the case of Block Discounting, the Hire Purchase 

Agreements made between the House Furniture firm or company and 

its customers are listed to show the balance due on a certain 

date, the number of months which the contract has still to run 

and the amount payable each month. By way of security an 

assignation 
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assignation of the Hire Purchase Agreements is given to the 

Hire Purchase Finance Company by the borrower. 

The Interest charged varies from 4 % to 5 %, as a general 

rule, on the full amount of the outstanding balances. 

Approximately 60% to 80% is financed. The amount so financed 

is divided by the average number of the monthly payments still 

to run, so that if the average number of months is twelve, 

then twelve Bills of equal amounts are signed by the borrower 

and given to the Hire Purchase Finance Company. At an agreed 

date on each succeeding month, the latter Company presents one 

Bill to the borrower's Bankers for payment. 

The interest is considerably more than that mentioned 

above, namely 4% to 5%, when taken over the whole period of 

the undertaking, owing to the fact that the borrower is 

still continuing to pay the full rate of interest on the 

full amount of the loan, even although the latter is being 

decreased monthly by the presentation and payment of the 

Bills 
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Bills at the borrower's Banker. It must always be kept in 

mind that only a percentage is financed. In this respect 

it differs from a loan obtained from a Bank, as interest is 

charged only on the outstanding daily balance and money paid 

in from daily sales and Eire Purchase Revenue has always the 

effect of decreasing the overdraft and lessening the burden of 

interest charge. There is also a saving in labour and 

expense as no Bills require to be issued to the Bank, while 

a General Letter of Pledge duly signed by the borrower, 

accompanied by the Hire Purchase Agreements, is all that is 

required. 

As before, four Balance Sheets have been prepared, Table 

36, and the following comments may be made on these. 

The yearly provision of sums to increase a Hire Purchase 

Reserve is worthy of comment, but Buildings owned by the 

Company have a very small value. The principal assets are the 

amounts due by Hire Purchase Debtors, and in view of the esteem 

with 



Table 36. 

BALANCE SHEET. in 000ís of pounds. A S SET S. 

st. 
as at 

31 DEC EMBER Year 1 Year 2 Year 3 Year 4 

1. Buildings at Cost 4 4 4 4 

2. Fixtures & Fittings at 
Cost Less Depreciation 1 1 2 

3. Motor vehicles at Cost 
Less Depreciation 1 1 1 1 

Stock in Trade 
as certified by Directors 10 11 9 10 

Hire Purchase Debtors. 66 76 72 83 76 85 84 94 

92 101 



Table 36. 

in 0001s of pounds. Capital & Liabilities. 

Share Capital. 

Authorised and Issued. 

50,000 Ordinary Shares 
of £1 each. 

Bank Overdraft 

Hire Purchase Reserve. 

Year 1. Year 2. 

Reserve applicable to Hire 
Purchase Contracts per 
last Balance Sheet. £3 

Add amount transferred 
from Appropriation 
Account at last 
Annual Balance. 

Sundry Creditors 

Profit and Loss 
Account. 

Balance at last 

Annual Balance. 

Add Balance from 
Profit and Loss 
Account for year 
ended 31st December. 

50 

8 

4 

50 

9 

4 

1 5 

BALANCE SHEET. 

Year 3. Year 4. 

50 

11 

5 

1 6 

50 

12 

6 

2 8 

82 89 92 101 
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with which the Directors of the Company are held by the Banker 

over a long period of years, a loan has been arranged on the 

security of the Hire Purchase Agreements. An authorised loan 

limit of £15,000 has been granted to this Company which will 

be used solely on Current Account. 

Amount of money lent on Current Account based on the 
authorised limit. 

As before, the data relating to the amount of money 

lent on Current Account based on the authorised limit have 

been set out in the form of index -numbers, Table 37. These 

represent the money used by the Furniture Company during the 

four years in question, and are compiled from the Interest 

products in the Current Account Ledger in the same manner as 

in the other two examples. In Table 38 the differences per 

month between the index -numbers have been set forth and 

Diagram 16 gives the index- numbers in graphic form. 

The following points may be noted: 

1. The maximum number is 97 and the minimum number is 33. 

2. / 



Table 37. 

Amount of Money lent on Current 
Account month by month based 
on authorised limit. 

Table 38. 

Differences. 

+ _ increase. 
decrease. 

t 

1st 2nd 3rd 4th 1st 2nd 3rd 4th 
year year year year year year year year 

November 80 50 73 51 -20 - 1 + 1 

December 90 75 66 90 +10 +25 - 7 +39 

January 93 79 90 93 + 3 + 4 +24 + 3 

February 95 75 94 96 + 2 - 4 + 4 + 3 

March 96 70 75 66 + 1 - 5 -19 -30 

April 97 66 60 97 + 1 - 4 -15 +31 

May 75 60 75 60 ' -22 - 6 +15 -37 

June 77 97 66 66 + 2 +37 - 9 + 6 

July 85 90 87 70 ' + 8 - 7 +21 + 4 

August 95 85 96 75 +10 - 5 +-9 
I t.5 

September 80 80 60 50 -15 - 5 -36 -25 

i 

October 70 74 50 33 i -10 - 6 -10 -17 
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2. Increases in lending have taken place in the months of 

December, January, February, June, July and August, 

while the low months are November, March, April, May, 

September and October. 

3. Commencing with November we have the sequences in the 

following order - + + - + t t - 

Amount of money lent on Current Account month by month 
in relation to a base year. 

Index- numbers representing the actual lending 

operations on Current Account in relation to a base year have 

been set up in Table 39 with relative differences on Table 40, 

and Diagram 17 shows Table 39 in graphic form. 

The following points may be noted: - 

1. The maximum number is 114 and the minimum number is 37. 

2, Increases in lending have taken place in the months of 

December, January, February, June, July and August, while 

the low months are November, March, April, May, September 

and October. 

3. Commencing with November we have the sequences in the 

following order - t° t .. - - m 
f" t - - 



Table 39. 

Amount of Money lent on Current 
Account Month by Month in 
relation to a base year. 

Table 40. 

Differences 

+ e increase. 
decrease. 

1st 2nd 3rd 4th 1st 2nd 3rd 4th 
year year year year year year year year 

November 80 62 76 64 -13 - 4 4 9 

December 112 90 81 61 +32 +28 + 5 - 3 

January 114 86 95 97 + 2 - 4 +14 +36 

February 105 1 75 98 98 - 9 -11 + 3 + 1 

March 100 78 80 72 - 5 + 3 -18 -26 

April 99 67 60 99 - 1 -11 -20 +27 

May 76 62 74 62 -23 - 5 414 -37 

June 80 1C1 67 67 + 4 +30 - 7 +5 

July 83 93 100 70 + 3 - 8 +33 + 3 

August 100 85 98 80 +17 - S - 2 +10 

September 80 80 60 50 -20 - 5 -38 -30 

October 75 80 55 37 - 5 0 5 -13 
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Table 41. 

Monthly Receipt,. 

November 

December 

January 

February 

March 

April 

May 

June 

July 

August 

September 

October 

Monthly 
vera 

Table 42. 

Differences 

+ - increase 

decrease 

1st 2nd 3rd 4th 1st 2nd 3rd 4th 
year year year year year year year year 

160 190 186 132 

90 70 : 103 

73 82 70 

130 64 62 

120 123 119 

135 92 129 

141 73 137 

126 131 110 

142 61 124 

137 63 92 

160 50 99 

173 110 133 

1497 1617 1105 

80 

75 

97 

84 

130 

145 

130 

125 

110 

175 

186 

2 75 

1310 

75 9 O8 09 

+ 4 +13 +22 

-80 -100 .-116 -29 

-17 

+22 +57 

+12 -33 

-18 -8 

-13 -10 i +59 +57 

+46 +15 -31 +10 

+15 + 6 -19 + 8 

-15 -15 +58 -27 

+16 -70 +14 

-15 - 5 + 2 -32 

+65 +23 -13 + 7 

+11 +13 460 +34 



D//9G,Pr9M 

/1Yeat ----- 
¢! ---- -- 

/ ?O 

//0 

/34.., 

I/O,. 

..k , , 

`` 
. 

90 90 _. 

\ 
14%.-.% ¡ i 

i f 

i 

70 Y 

Nv Dec. ./a . fsó. Mar. +/i/. fiay dune. .44 /9'11 . .527°4 



48. 

of payments made to wholesale furniture manufacturers by the 

Bank's customer. As regards the amount of credit granted, 

this, of course, varies very much according to the firm 

purchasing the goods and the manufacturers arrangements. Most 

firms or companies endeavour to take advantage of as many 

discounts as possible. Some pay for goods before the end of 

the month following delivery and are accordingly allowed 5 

Others pay for goods at the end of three months 

and are allowed 22 while some, with permission, even go the 

length of six to nine months on a net basis. 

'.rThus the data of monthly payments made to the wholesale 

suppliers have been set down in Table 43 with Table 44 showing 

the monthly differences and Diagram 19 gives Table 43 in graphic 

form. 

The following observations may be made: 

1. The maximum number is 125 and the minimum number 70. 

2. Increases have taken place in the months of December, 

January, February, June, July and August, while decreases 

occur in November, March, April, May, September and 

October / 



Table 43. 

Monthly payments made to 
Wholesale Furniture Manu- 
facturers. 

Table 44. 

Differences. 

+ = increase. 

- decrease. 

1st 
year 

2nd 
year 

November 

December 

January 

February 

March 

April 

May 

June 

üly 

August 

September 

October 

3rd. 

year 

90 70 

95 90 

98 97 

78 

76 

4th 1st 
year year 

2nd 
year 

84 

89 

102 120 

100 94 I 89 125 

103 91 I 87 85 

- 7 

+ 5 +20 

+ 3 + 7 

+ 2 - 3 

+ 3 

107 88 I 84 115 !I + 4 - 3 

82 

86 

89 

94 

83 

77 

70 78 

99 109 

96 112 

90 I -25 I -18 

95 + 4 +29 

99 I +3 -3 

89 I 81 104 I + 5 

83 I 77 

80 ' 74 

., 7 

- 6 

- 3 

3rd 4th 
year year 

- 2 +10 

- 2 + 5 

+26 +31 

-13 * 5 

2 -40 

- 3 +30 

- S -25 

+31 + 5 

+3 +4 

-31 + ' 

-22 

- 3 - 4 
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October following in every respect the Loan series in 

Tables 38 and 4C. 

3. Commencing with November we have - } t t - - - t t t - WO 

If the sequences of Receipts are then placed along with 

the above as at the top of Table 45 and examined, it will be 

seen as in the remainder of Table 45 that the credit taken by 

the purchasing firm or company has been three months and that 

this has continued throughout the whole four years. 

Investigation of all sequences as brought out in Table 46. 

Current Account based 
on authorised limit and 
in relation to base year. 

Current Account based 
on the authorised limit and 
in relation to base year 
and Monthly Receipts. 

Monthly Receipts and monthly 
payments made to Wholesale 
Furniture Manufacturers. 

Increases take place in both 
series in the months of 
December, January, February, 
June, July and August, while 
decreases occur in the months 
of November, March, April, May, 
September and October. 

Both Current Accounts increase 
when Receipts decrease, namely 
in the months of December, 
January, February, June, July 
and August and vice versa, 
namely in the months of 
November, March, April, May, 
September and October. 

Receipts increase in November, 
March, April, May, September 
and October, while payments 
made to wholesale furniture 
manufacturers decrease during 
the above -named months. Re- 
ceipts decrease in December, 
January 



Table 45. 

Time lam between 1'Ionth]ev Receipts & Monthly 1aYments made to 
Wholesale Furniture. Manufacturers. 

Nov.Dec.Jan.Feb.Mar..Apl.May June July Aug.Sep.Oct. 

Monthly 
Receipts. 

Sums paid monta 
ly to Wholesale 
Furniture Manu- 
facturers. 

+ + + 

- + + 

+ + + r .. 

Monthly payments made to Whole- Corresponding plus or minus in 
sale Furniture Manufacturers Monthly Receipts in the 
plus or minus in the months of months of 

November February 

December March 

January April 

February May 

March June 

April July 

May 

June 

August 

September 

July October 

August November 

September December 

October January 



Table 46. 

Amount of Mone 
lent on Curren 
Account from 
month to monte 
based on auth- 
orised limit. 

Amount of Mone 
lent on Curren 
Account from 
month to month 
in relation to 
a base year. 

M ont hly 
Receipts. 

Monthly pay- 
ments made to 
Wholesale Fur- 
niture Manu- 
facturers. 

Tabulation of all Se uences. 

ov ec Jan Feb Mch.Apl.May June July Aug Sep.Cot. 

y 

4. 
.MI + - M 

y 
t 

+ t + - 

+ - - - + + + - + f 

4 4 + - - 
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Current Account based on 
the authorised limit and in 
relation to a base year and 
monthly payments made to 
Wholesale Furniture Manu- 
facturers. 

January, February, June, July and 
August, while payments made to whole- 
sale furniture manufacturers increase 
during these months. 

All increase in the months of 
December, January, February, June, 
July and August and decrease in the 
months of November, March, April, 
May, September and October. 

Receipts show increases at the Scottish Removal Terms, 

Whitsunday and Martinmas, viz. May and November and the two 

months prior thereto. Activity in the buying of furniture 

takes place at these terms to a great extent when purchasers 

move into new or more commodious houses. 

Variations in the sequences. 

As in all these investigations variations take place in 

the sequences and in attempting to find a reason for these, the 

Banker is brought into touch with matters affecting the pros- 

perity or otherwise of the Hire Purchase Trade in Furniture. 

The following are the variations and the reason assigned 

thereto. 

Commencing with the amount of money lent on Current 

Account month by month based on authorised limit of the advance 

Table,/ 
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Table 38 we find that ten variations have taken place,namely, 

November 4th year, December 3rd year, February 2nd year, March 

1st year, April 1st and 4th year, May 3rd year, June 3rd year, 

July 2nd year and August 2nd year. Two of the above eliminate 

each other, leaving eight months for explanation. 

November 4th year ) 

March 1st year ) 

April 1st year ) 

April 4th year ) 

December 3rd year ) 

February 2nd year ) 

July 2nd year ) 

August 2nd year ) 

More payments made to 
Wholesale furniture 
manufacturers. 

Less payments made to 
Wholesale furniture 
manufacturers. 

A similar examination can be made in respect of the 

Amount of Money lent on Current Account month by month in relat- 

ion to a base year, Table 40. Here twelve variations occur, 

namely, November 4th year, December 4th year, January 2nd year, 

February 1st and 2nd years, March 2nd year, April 4th year, May 

3rd year, June 3rd year, July 2nd year, August 2nd and 3rd years. 

Seven of the above eliminate each other, leaving five for 
. E 

explanation. 
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February lst year. Increase in Receipts for the same 
month. 

April 4th year. 

July 2nd year. 

August 2nd year. 

August, 3rd year. 

Increase in payments made to 
wholesale furniture manufacturers 
for same month. 

Increase in Receipts for the same 
month. 

Decrease in payments made to 
Wholesale furniture manufacturers. 

Increase in Receipts for the same 
month. 

The Monthly Receipts, Table 42, come next for review. 

Twelve variations have taken place, namely, January 3rd year, 

February 1st and 2nd year, March 1st and 2nd year, April 3rd year 

May 3rd year, June 3rd year, July 2nd and 4th year, August 3rd 

year and September 3rd year. 

Nine of the above eliminate each other leaving three 

months for explanation. 

January 3rd year. Increased demand for Xmas and 
New Year gifts. 

July 2nd year. Increased demand on account of 
summer visitors. 

July 4th year. Increased demand on account of 
summer visitors. 
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Reviewing the four years as a whole, Table 41 and Diagram 

18, it will be observed that the third year shows a considerable 

decline, but an improvement takes place during the fourth year, 

the monthly averages being 124.75, 134.75, 92.08 and 109.16 

respectively. 

Variations as under have occurred in the monthly payments 

made to Wholesale Furniture Manufacturers, Table 44, and it is 

expected that corresponding deviations will take place in the 

Monthly Receipts, Table 42, three months thereafter and if not, 

then a reason will require to be given. 

November 4th year. 

December 3rd year. 

February 2nd year. 

MONTHLY RECEIPTS. 

February 4th year remains normal 
owing to lessened demands for 
furniture due to comparatively 
long period until next Term. 

March 3rd year remains normal 
with demand for furniture still 
good. 

May 2nd year remains normal 
owing to Term removals and 
demand for furniture is high. 

February 3rd year. Corresponding deviation in May 
3rd year. 
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March 1st year. 

April 1st year. 

April 4th year. 

July 2nd year. 

August 2nd year. 

August 3rd year. 

June 1st year remains normal 
as demand has lessened after 
the Term. 

July 1st year remains normal as 
demand has lessened owing to 
long period before the next 
Term. 

Corresponding deviation in 
July 4th year. 

October 2nd year remains normal 
owing to demand being good for 
November Term. 

November 
owing to 
for Term 

November 
owing to 
for Term 

3rd year remains normal 
demand for furniture 
removals. 

4th year remains normal 
demand for furniture 
removals. 

Deviations in the monthly payments to wholesale furniture 

manufacturers have occurred, as will be observed, many times, 

while no corresponding deviation has taken place in the Receipts. 

It should be remembered, however, that adjustments made in the 

purchase of stocks will cause the data of payments to the 

wholesale furniture manufacturers to vary without a similar 

variation in the Receipts. On the other hand, Receipts may 

vary, 
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vary, owing to outside influences, while payments made to the 

wholesale furniture Manufacturers remain normal, but the Banker 

can always ascertain these reasons, if he knows the normal 

trend which is the first important factor to ascertain in all 

Scientific Lending. The outside influences referred to 

above may be political or economic crisises which cause an 

al.mosphere of uncertainty and anxiety among the business 

community. 
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CONCLUSIONS. 

A study of this work will show clearly that its 

importance is largely due to the series of sequences which 

have been brought out. These sequences have shown the 

Banker, more clearly than ever before, what has been taking 

place month by month and year by year during all the opera- 

tions in the borrower's Accounts. He can now ascertain the 

high and the low months. If there is any deviation from 

these, an enquiry can be set up immediately as to the reason 

and a satisfactory answer obtained. This is one of the most 

important items to be remembered in the lending of money. 

The data being required immediately at the end of each 

month ensures that the Accounts are kept before the eye of the 

Banker, and the production of the monthly results is in no way 

hindered, as is sometimes the case with statistical investiga- 

tion. 

The / 
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The collection of data in this way brings the Banker 

into closer touch with his customer. He becomes more inter- 

ested in the welfare of the latter, and by investigating the 

matters which cause variations in the Accounts, he obtains a 

wider knowledge of what is taking place in the industry or 

trade. He can thus have a deeper insight into the borrower's 

activities, and the effect will be to make the borrower's 

officials feel that their company or firm is of real value and 

worthy of respect and consideration, and to give the Banker 

himself a sound foundation of fact upon which to base his 

loans to the borrower. 

This work has dealt with facts presently existing, but 

it has shown that it is possible for the Banker to make short 

forecasts for a period of three or four months. This qpplies 

particularly to the Bills of Exchange Account, where, as has 

been said, it pays the borrower to use the facilities given 

and / 
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and to take advantage of a lower rate of interest and even the 

two Current Accounts can also be used in this forecast, the 

one acting as a guide to the other, so that here a new sphere 

is introduced. While the general opinion appears to be that 

forecasting is not regarded with much favour among Bankers, 

yet there is no doubt that it can be carried out with a 

reasonable measure of success in lending to certain industries, 

and in particular to those reviewed here. 

Thus it will be seen that out of the mass of figures 

contained in the Banker's Current Account and Bills of 

Exchange Account Ledgers, there has been evolved a very clear 

picture of a Company's lending, presented in a manner which 

has never been previously attempted, and a higher standard 

of efficiency has thus emerged. As regards other Loan 

Accounts of the Bank's customers, further progress could, 

without doubt, be made. This work, although in itself very 

small, lays down the principle to be followed after a con- 

siderable / 
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considerable period of research. 

As a further step forward a Research Department would 

be a distinct aid to work of this nature, for there is no 

doubt that Banking, viewing as it does the whole ramifications 

of Commerce and Industry, stands in the best position to give 

information and advice to its many customers on whom the Bank 

has had to reply since its inception, while the present state 

of Scottish Commerce and Industry is such that a loosening of 

the rigidity of some of the defined principles of Banking would 

be of infinite value. A Research Department ready to point 

out quickly changing conditions and to deal with confusing 

problems which the Banker at the moment has no time to 

investigate, would be a definite aid both to the Bank and to 

its customers. 

The Banker should thus feel himself on firmer ground. 

He not only has the figures before him, but by making 

graphic / 
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graphic representations of his Accounts he can build up a 

visual picture of the state of affairs and thus can be 

certain of any observations he makes to his Head Office from 

time to time upon the Accounts. It is not suggested that 

all Bank lending to -day is just "a shot in the dark," and 

that no system exists for eliciting information regarding 

the principles of lending. But at present the "why and 

wherefore" of present day lending is only studied on the 

surface. By the use of modern scientific methods it can 

in the future be thoroughly examined and the results 

systematically collected and scientifically investigated. 

It is the aim of this work to present such an 

investigation in three definite fields of study, as an 

illustration of the methods required to raise Banking to the 

status of a science rather than a tradition. 


