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BANK OF NEW ZEALAND

ANNUAL REPORT OF THE BOARD OF DIRECTORS FOR THE YEAR ENDED

3ist MARCH, 1946, AND BALANCE-SHEET AT THE 3lst MARCE

1, 1946

Presented to both Ilcuses of the General Assembly pursuant to Section 15
of the Bunk of New Zealand Act, 1945, and Section 24 of the Bank

of New Zealand and Banking Amendment Act, 1898

To the Right Hon. the MintsTar or FINANCE.

TuE Board of Directors presents hereunder the report on the operations of the Bank of

New Zealand dorving the financial year ended 31st March, 1946.

Prowtr axnn Loss Accouxt axDp DivIDEND
The profits, after providing for expenses of management, and for all
bad and doubtful debts, and other contingencies, and after making
provision for the annual donation to the Provident Fund, are
To which has to he added : Balance brought forward from last year

Frony which has been paid— £ 5. d.
Dividend on preference A shares . 43,750 0 0
Interim (hmdmui on C long-term mortgjawo shures 6,152 6 10
Interim dividend on D long-term mortgage shares 15,380 17 2
interim dividend on preference B \}](]Y(“ oo 18,750 0 0
interim dividend on ordinary shares .. oo 112 ,oO() 00

Leaving available for distribution ..

1--B 18

£ s, d.
294,079 3 8
359,722 6 8

753,801 10 4

196,533 4 0




B—15 2

This the Directors propose should be disposed of as follows—

Dividend on C long-term mort- £ s d £ s d £ s d.
gage shares at 6 per
cent. per annum .. 7,031 5 0
*Reduced by 1d. for every
10d. or part thereof .. 703 2 6

—_ 6,328 2 6
Dividend on D long-term mort-
gage shares at T% per

Cont per annum 17.578 2 6
*Reduced by 1d. for m(ry
10d. or part thereof .. 1,767 16 3

15,820 6 3
Dividend on preference B shares (making £43,750
for the year) .. 25,000 0 0O
Dividend at rate of 4 per cent. on ordmarv shares
(making £262,500 for the year, oqua] to
7 per cent.) .. .. 150,000 0O
Leaving balance to be carried forward . . .. 360,119 17
——e——— £BHBT 268 6

-~ D

Such dividends to be paid in New Zealand currency.

* Reduction on account of New Zealand social security charge and national security tax in
pursuance of section 9, Finance Act, 1941 (No. 2).

The gross profit for the year amounted to .. £2,099,046 an increase of £122,565
Expenses amounted to .. .. .. £1,704,967 an increase of £107,373
Leaving net profit as above .- .. £394,079 an increase of £15,192

The main items making up the increase in expenses are—

Salaries and allowances: Up .. .. .. .. £50,500
teneral eXpenses : Up . .. .. .. £10,340
Rates and taxes: Up .. £6,187

As has been the case of late years, proﬁtq have henefited by the release of reserves
for bad and doubtful debts not now required, and this year a large portion of the increase
in gross profit is accounted for in that manner. A reduction in investment interest has
been made up by an increase in overdraft interest received.

BALANCE-SHEET

Deposits : Fized and Free.—These at £62,141,569 show a further increase this year
of £4,394,499, which 1is reflected in corrmpondinﬁ increases in our assets under the next
two headings. The subjoined graph is of interest as showing the expansion that has taken
place in our deposits during the war years. (The graph also shows the movements in
advances and investmonts.) The increase in deposits is accounted for by the heavy
excess of exports over imports for the past year, and the consequent accumulation of
overseas funds in the hands of the Reserve Bank. Importing is still restricted, partly
owing to mability of exporting countries to supply goods under order, but also to
continuation of New Zealand’s import control poliecy.  With the coming into operation
of the various international schemes for freeing world trade, the position may be expected
to improve and a better balance achieved.

Coin, Reserve Banl Notes, and Deposits with Bankers.—£20,262,116, as agalnst
£17,100,465 last year, an increase of £3,161,651, which is the corollary of the increase in
deposits. The main increase is in our deposit with the Reserve Bank, which at 31st
March stood at £15,274,493. The Reserve Bank pays no interest on trading-bank
deposits with it. These funds are, of course, immediately available, and the large surplus
of £11,800,874 over and above our statutory deposit (£3,473,619) makes our position
very liquid. The fact that we are unable to make profitable useof so much idle money
is unfortunate.
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DEPOSITS, ADVANCES AND GOVERNMENT
AND LOCAL BODIES’ SECURITIES HELD
NEW ZEALAND BUSINESS ONLY AS AT 3lit MARCH TACH YEAR NE
. MILLIONS
W o -
ADVANCES

3 seconmes vep 50

40

30

- H20

— o

YEAR 1939 1940 1941 1942 1943 1944 1945 1946

Money at Call and Short Notice, Goveriment Sccurities, and Other Securities in
London.—£10,490,368, an increase of £1,881,927. This item includes British Govern-
ment securities in which the Bank’s Reserve Fund, £3,575,000, is invested. The Bank
has substantial commitments and contingent liabilities against these funds.

New Zealand Government Securities, £13,744,149. This item shows a reduction of
£1,799,531, accounted for by the repayment in March last of £500,000 free-of-interest
loan to the Government for the duration of the war and six months thereafter, and
of £1,300,000 New Zealand Government National Development Loan which matured
in July. As a matter of policy, the Government is not at present accepting loans from
the trading banks.

Australiarn Government Securities, £1,089,953 ; Fiji Governaent Securities, £50,000.—
There was no change under these headings during the vear.

Municipal and other Local-body Securities, £1,466,695, shows a reduction of £66,227,
due mainly to payment of instalments of amortization loans. As explained to the
shareholders last vear, it is the policy of the Government to restrict the subseribing by
the banks to fresh local-body loans.

Other Advances and Securities and Debts due to the Bank (after deducting Provision
Jor Bad and Doubtful Delts), £24,100,541; Bills discounted, £598,014, show a
total increase of £1,203,619. The small upturn in these items, which are the main sources
of the Bank’s income, recorded last vear has been continued—the net increase, however,
being slightly less this year.

Trading conditions generally during the year have been difficult owing to the
continued world-wide shortage of consumer goods. This has naturally militated against
a general inerease in advances to traders, and wntil conditions improve to such an extent
that goods are in more ample supply, no great lnerease i advances in this direction can
be looked for. There are signs, however, that the tremendous drive being made in
Great Britain to inerease exports will shortly produce results and have a beneficial effect
on the economy of this country by increasing the amount of goods available for sale
and thus providing an outlet for the large amount of idle capital. As the effects of this
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are felt, traders will no doubt require more accommodation from their bankers to care
for the heavier stocks they will require to carry. Reconditioning of plants, enlarge-
ment of premises, and the large arrears generally of building are all ]mn,ntml avenues
for the inerease of advances.

A number of overseas manufacturing concerns have decided to establish hranehes
of their factories in New Zealand. In some eases the necessary capital is provided fium
overseas entirelv, in others local capital has been raised to supplement that provided by
the parent concern.  The Bank has obtained a fair share of this business and i agsisting
by providing working capital by way of overdraft. The resultant expansion of urban
industries must have a beneficial effect on employment. In fact, there 1s at present a
shortage of labour.

There has been a steady repayment of bank loans to farmers through the operations
of the Government in purchasing farms for rehabilitation of servicemen. These purchases
being for cash result in the release of large funds, and when a bank loan is involved
the bank’s advances show a corresponding reduction and there is also an in(’rozm in
deposit liability, representing the equity, with an increase in the amount of gash on
deposit by the ‘Bank with the Reserve Bauk.

Drovenr RELIEF

Owing to the drought this vear, which affected farming lands in the northern half
of the North Island, the Government realized that many farmers would not be in a
position to carry on unless afforded some extra financial assistance. The majority of
farmers are happily in a position to arrange their requirements in this respect through
ordinary lending channels, but it was found that others were not so fortunate. To cover
such cases, the Minister of Finance arranged that the bank, when satisfied that accom-
modation which could not be ohtained othelwrse was necessary, should make advances
to enable farmers to—

(1) Purchase additional fodder :

(2) Cover replacement of stock next spring :

(3) Cover living and operational expenses until next season :

(4) Purchase fertilizers essential to the maintenance of pastures (if absolutelv

necessary).

Such advances, bearing interest at 3 per cent. per annum, are individually limited to
£200, and it is intended that thev be liguidated by orders on dairy companies, covering,
in most cases, a period of two vears. In view of the pressing necessity to assist farmers
in real need and set them on their feet again, so that production can be maintained, the
Government hag agreed to indemnify the Bank against loss on these transactions.

This method of dealing with disaster relief is a new departure, as hitherto the
banking system has not been used in this connection. Though the actual loans ave
made by this bank, the other trading banks have co-operated. It is hoped that the
method adopted will prove satisfactory and possibly more expeditious and flexible
than former methods.

Finaxce ror PRIVATE-HOUSE BUILDING

In order to assist in relieving the acute housing shortage, various local hodies have
obtained empowering legislation authorizing them to enter into arrangements with
financial institutions under which such local bodies are enabled to guarantee advances
on newly constructed residences in excess of the usual trustee limits or Limits otherwise
imposed by statute. Advances guaranteed in this way provide suitable investments
for the long-term mortgage departmem of the Bank, and arrangements have been coni-
pleted Wherebv the Bank will participate in the schemes inaugurated by the Auckland
and Wellington City Councils and the Masterton Borough Council.  Although the
business so far entered into nnder these arrangements is small, it is anticipated that it
will agsume greater proportions whenever the schemes beeome more widely known and
adequate supplies of the necessary materials for the erection of dwellings become available.
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SHARRHOLDING

Under the Bank of New Zealand Act, 1945, all the ordinary and D long-term
mortgage shares in the capital of the Bank registered in the share register kept In
Wellington were deemed to be vested in His Majesty the King as from lst November,
1945, The Act also empowered the Minister of Finance to buy, on behaif of His
Majesty, any ordinary or D long-term mortgage shares registered in any of the branch
registers kept by the Bank in London, Sydney, or Melbourne, at such price aud upon
such terms as may be agreed upon by the Minister and the vendor.

The position now is that all the ordinary and D long-term mortgage shares previously
held in New Zealand have become the property of the Crown, and the remaining share-
holders on the overseas registers have been reduced to a verv small proportion by sale
of their shares to the Crown.

Under the Act, all shareholders’ rights are exercisable by the Minister of Finance,
and the remaining overseas shareholders have therefore no rights beyond the receipt of
dividends.

In view of the considerable opposition throughout the country to the passing of
this legisiation 1t was inevitable that the Bank would be faced with the loss of a certain
amount of husiness.  This has taken place, and we regret that some of our old and valued
mercantile and farming customers have seen fit to close their accounts. Notwithstanding
this, and due to the efforts made by all members of the staff. the business of the Bank
contintes to show steady progress.  This is indicated in the accompanying graph, which
shows the percentage of increase in accounts during the past seven years.

NUMBER OF CURRENT ACCOUNTS.
INCREASE PER CENTUM 1939-1946 PERIOD.
NEW ZEALAND BUSINESS ONLY.

PER PER
CENTUM CENTUM

25

P

/

YEAR 1939 1940 1941 1942 1943 1944 945 1946

Boarp or Dirgerors
Section T of the Bank ol New Zealand Act. 1945, provides that the Board of
Directers of the Bank shall consist of not less than five and not wore than seven persons
to he appointed by the Minister of Finance.  Subsection (6) provided that the Directors
in office on the commencement of the Act, whether appointed hy the Governor-General
in Coumeil or eleeted by the proprietors, should be deemed to be appointed for the terms
for which they were respectively appointed or elected. At the date mentioned, the
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Board consisted of Messrs. A, T. Donnelly (Chairman), F. W. Dawson, John Dowgray,
and Stronach Paterson.  Subsequently, Mr. H. R. H. Chalmers was appointed a Director
ag from 12th December, 1945, and Mr. Chas. 8. Hay a Director as from Ist April, 1046
The terms of appointment of Mr. Donunelly and Mr. Dowgray were renewed for a further
three years from Lst April, and Mr. Donnelly was appointed L hairman and Mr. Chalmers
Deputy Chairman.

Our local Directors in London, Melhourne, and Sydney have remained unchanged,
except that Mr. S. E. Wilson has joined the Board in Syduey.  The Board wishes to
place on record its appreciation of the services of our local Directors.

Pruaisgs

We ure maintaining our premises in good repair, as far as it 1s possible to do so under
present conditions of shortage of labour and materials.

At some branches, owing to increasing business, our branch premises are cramped
for space, and it has been necessary to have interior alterations made in order to provide
more space for the public and inereased working space for the staft.

New premises are in course of erection at Omhuhu and Alexandra, and the Feather-
ston building, which was extensively damaged in the earthquake of some years ago,
has been remodelled and will shortly be reocoupied.

Many of our branch premises are due for rebuilding, but because of the war it has
been necessary to postpone this work. For instance, plans were prepared for new
premises in Sydney, Rotorua, and Queen Street, Auckland. \Vhon war was declared 1t
was thought advisable to postpone the commencement of these buildings, but the
rol)ml(hnﬂ of the Auckland prenises is now urgent. The accommodation in the present
building is quite inadequate for the volume of husiness transac ted, and the large staff
I8 Workmg under very trying conditions. There is also a serious shortage of office
accommodation in Auckland, and provision has been made in the plans for several
floors to be made available as office accommodation to lease to tenants.  The Government
has recently decided to grant permission for the building to be proceeded with, their
decision l(*mz, influenced by the fact that it will provide much-needed letting space for
offices. It has been stipulated that returned servicemen are to be given priority as
tenants.  The building will be put in hand as soon as possible, und it will be a worthy
addition to the business premises of Auckland. The erection of new premises at
several other points will be gone on with as soon as the building position becomes easier.

Bravcues
No branches were opened or closed during the vear.

AcENCIES

With the return to duty of a number of our staff discharged from the Forces, we
have during the past year been able to reopen thirteen of the receiving agencies, which
were closed as a war measure. We have also established three new agencies during the
same period.

Agencies Re-opened.—QOamaru  North, Dowminion Road, Balfour, Riversdale,
Birkenhead, Ellerslie, Riccarton, Little River, Sanson, Mount Maunganui, Avondale,
Hari Hari, Miller’s Flat.

New Agencies estublished.~-Upper Hutt, Taupiri, Tokoroa.

Stavy
At the 31st March, 1939, prior to the outhreak of the war, the working staff of the
bank consisted of
Men .. .. .. .. .. Co 1,519
Women .. .. .. .. .. T4

Total .. .. .. .. .. 1,593
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As the war progressed, more and more male members of the staff joined the Forces,
and were replaced by women clerks, and by 31st March, 1943, the staff consisted of—

Men .. .. .. .. .. 1,577
Less serving with the Forces .. . 737
. —— 840
Women .. .. .. .. 713
Total .. 1,553

Since that date, and more particularly during the past vear, nearly all the male
members of the staff have been released from the Services, and at 31st March last the
position was—

Men .. .. .. .. .. 1,448
Less still serving with the Forces . 191
— 1,257
Women . .. .. .. 436
Total .. .. .. .. 1,743

It will thus be seen that the stalf position has nearly returned to normal and there
should now be no difficulty in meeting the requirements of a full banking business.
Tt is, of course, expected that the number of women clerks employved will, for various
reasons, show a steady decline. It has also been found that a certain number of
returned soldiers have chosen to abandon a banking career—no doubt attracted to other
walks of life after their experiences in the Forces. Those who have resumed with the
bank are settling down steadily to their respective duties, and every consideration is
being given them by the Bank to enable them to equip themselves with a knowledge
of their profession after the enforced interruption during the war years. ' Hspecially
is considerable care being given to the training of the more junior members who were
called to the colours while still mexperienced youths.

The total number of officers who served in the Forces, either abroad or at home,
was 921, and of these I regret to say that H4 made the supreme sacrifice. Naval,
Military, and Air Force decorations and awards were gained by 40 members of the staff.

Last year it was mentioned that proposals had been made to the Director of
Stabilization to improve the remuneration of the staff by bringing salaries more into line
with the higher cost of living and the rates of remuneration paid in comparable
occupations outside. A satisfactory arrangement was come to, and an improved scale
of remuneration for both male and female employees was adopted.

LoxDoN STAFF

This year the needs of the London staff have been given special consideration.
Besides granting increases in salaries on a generous scale, it was decided, as a mark of
appreciation of their splendid services during the difficult and often dangerous years
of the war, to grant a special Victory bonus of 10 per cent. It was a special source of
pride to us that our London office never left the city, and, except for a brief period when
the office became unhabitable owing to damage by bomb blast, our staff remained for
the whole period of the war at No. 1 Queen Victoria Street.

The Board wishes to once again place on record its high appreciation of the
excellent services rendered during the year by the staff in New Zealand, Australia, Fiji,
Samoa, and London. It fully appreciates that the work entailed on those members of
the staff who remained at their posts during the war has been of a very onerous nature,
and the fact that the business of the Bank functioned so efficiently is a tribute to their
work and enthusiasm.

For and on behalf of the Board of Directors.

A. T. Doxverry, Chairman.
Head Office, Bank of New Zealand, Wellington,
24th May, 1946.
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BANK OF NEW ZEALAND
Incorporated by Act of the General Assembly, 29th July, 1861.
AUuTHORIZED CAPITAL

£ s. d.
Preference A shares—500,000 at £1 .. .. .. .. 500,000 0 0
C long-term mortgage shares—468,750 at £1 .. .. .. 468,750 0 0
D long-term mortgage shares—937,500 at £1 .. .. .. 937,500 0 0
Preference B shares—1,375,000 at £1 .. .. .. 1,375,000 0 0
Ordinary shares—-3,750,000 at £1 .. .. .. .. 3,750,000 0 0

£7,031,250 0 0

CapITAL SUBSCRIBED AND Parp-up

£ s, d. £ s. d.
Preference A shares .. .. .. .. .. 500,000 0 0O
O long-term mortgage shares .. .. .. . .. 234,375 0 0O
B long-term mortgage shares .. . .. .. 468,750 0 O
Preference B shares .| .. .. .. .. 1,375,606 0 0O
Ordinary shares .. .. .. .. .. 3,750,000 0 0O
£6,528,125 0 0

Reserve Fund .. .. .. .. 3,675,000 0 0

Undivided profits .. .. .. ...3860,119 17 7
e e - 3,935,119 17 7

£10,263,244 17 7
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