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The Banker, the Borrower, and the Accountant 
THE banker holds the purse. Whether 

or not the strings are tight may de
pend upon the point of view. The condi
tions surrounding individual cases may 
also affect the situation. 

The loanable fund of the banker must be 
kept intact It must not be jeopardized 
nor allowed to pass beyond the liquid state. 
Its proper use is to facilitate and finance 
current business processes; not to furnish 
permanent capital for business enterprise. 
The very essence of bank credit lies in the 
fact that it shall flow here—there—when
ever—and wherever needed. 

The banker recognizes the principle of 
trusteeship. He loans from the purse 
funds entrusted to him. His policy is gov
erned by his sense of responsibility. His 
rules are formulated with a view to pro
tecting himself in this responsibility. 

Having in mind the theory of bank 
credit and the responsibility of the banker, 
there is small wonder that he is particular 
about the loans which he makes. Good 
business judgment dictates that he shall 
demand satisfaction as to the financial 
standing of the prospective borrower, his 
capacity and character as a business man, 

and his ability to repay according to the 
terms of the loans. 

Upon the commercial borrower falls the 
burden of satisfying the banker. He is in 
a position different from that of the bor
rower on collateral, who lays down his se
curity and lets it speak for him. The 
commercial borrower must furnish evidence 
of his condition, capacity and character. 
There is no help for it. The immutable 
laws of bank credit, not the whims of 
bankers, demand it. The sooner the ap
plicant reaches the frame of mind wherein 
he is willing to make a confidant of the 
banker, the sooner will he, if he is entitled 
to credit, find the way made easier for him. 

Many who are in a position to know 
think the practice of making loans on 
character and "hunches" is swiftly passing 
into disuse. It is being very generally sup
planted by scientific investigation based on 
financial statements. The information sup
plied by such statements is far reaching. 
It goes beyond the meager balance sheet 
of the past, which was framed to give as 
little information as possible. 

The statements representing the most 
advanced thought on the subject probably 
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go far beyond anything which the average 
borrower ever anticipated could be shown 
by financial statements. But in the hands 
of competent bank credit men they throw 
light on the innermost recesses of the bor
rower's business workings and bring out 
innumerable angles which bear on financial 
condition and business capacity. They 
develop confidence if confidence is merited, 
and expose unfavorable conditions and in
efficiency where they exist. Thus the de
serving borrower, who is intended to be 
served by the short term credit-granting 
scheme, not only has nothing to fear from 
submitting comprehensive and illuminative 
statements, but is benefited thereby. 

The public accountant has a peculiar and 
exacting obligation in the triangular situa
tion. His access to the books and records 
of the borrower, who is his client, puts him 
in possession of financial information which 
is intimate and confidential. His em
ployment puts him under the necessity of 
meeting the wishes of his client with regard 

to the information to be given out. His 
disposition is to make a full, frank state
ment which will be informative and accept
able to the banker, knowing that the banker 
relies on such statements. It seems to fol
low, therefore, that the interests of the 
borrower can best be served by placing the 
matter in the hands of the accountant, who, 
through contact with bankers in his pro
fessional practice and familiarity with the 
bases on which credit is granted, is in a 
position to know what is desired and to 
present such information in a way which 
will be acceptable. 

A better understanding of the triangular 
situation seems essential to satisfactory re
lations among the parties involved in the 
granting and obtaining of commercial 
credit. Co-operation among bankers, bor
rowers and accountants, with the account
ant free to supply data such as the banker 
desires, cannot fail to result in better 
credit accommodation to borrowers. 
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