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REPORT

OF

THE COMPTROLLER OF THE CURRENCY.

TREASURY DEPARTMENT,
OFFICE OF THE COMPTROLLER OF THE CURRENCY,
Washington, December 5, 1898.
Sir: I submit herewith in compliance with law my annual report on
the operations of the Currency Bureau. This is the thirty-sixth annual
report, and is for the year ended October 31, 1898,

CONDITION OF NATIONAL BANKS.

Since October 5,1897, five reports of condition of national banks have
been made, as follows- December 15,1897, February 18, May 5, July 14,
and September 20,1898, The re%ources dud liabilities of the banks wt
date of each report are shown in detail in the following table:

SUMMARY OF REPORTS OF CONDITION, OF NATIONAL BANKS DURING TIHE YEAR.

Dee. 15, 1897. I‘eb 18, 1898 . May 5,1803. July 14,1898, | Sept. 20, 1898.

R S i S

3,607 banks. 3 594 b mks . 3,586 banks. 3,582 banks. ' 3,585 banks.

RESOURCES. I

Loans and discounts. $2,082,608,324. 81 $2,138,078,280. 43‘$2,097,094,235. 23 $2,151,757,655. G(>‘$2,155‘ 961,627. 91
Overdrafts 17,741, 993. 50 14, 093.400. 41! 12, 679, 151. 37 11,924, 282.56° 16, 557, 982. 63
U. 8. bonds to secure i ;

circulation ........ 222,020, 750. 001 212, 425,300. 00 216, 158, 300. 00 218, 106, 450. 00 224, 628, 840. CO
U. 8. bonds tosecure | ; i

U. S. deposits...... N 45, 387, 100. 00 34, 760, 500. 00, 28, 630, 500. 00 53,519,100, 00; 83, 826, 230. 00
U. S.bonds on hand.. 14, 915, 800, 00| 13,184, 500.00, 18, 365, 000. 00,  13,731,350,00 30, 614, 010. 00
Premiums on U, 8. 1 }

bonds - ............ 18, 555, 489. 01 17,789, 744, 59! 18,271, 547. 14 18,947, 195. 10 18,971, 197. 22

Stocks, securities, i ; i
ete ...l 217,582, 980. 50i 230, 346. 748. 92, 236, 025,116. 53 250, 689, 375, 09!
Banking house, fur- . .
niture, acd fix- . |
tures........ooo.. 79, 254, 940, 92 78, 894, 056. 33 79, 463, 235, 21 79,308, 604. 631 79, 386, 337. 51
Otherreal estato and |
mortgagesowned..| 29,852,102.09 30,119,511 21] 30, 326,045.27,  30,186,270.70 30, 484, 417. 71
Due from national i

55, 198, 927. €9

banks............. 168, 825, 189. 92 170, 808, 109. 97; 152, 872,153. 15! 161, 138, 722. 49! 159, 128, 045. 17
Due from St anks : |

and bankers....... 48,012, 498.55° 48,0938, 430. 84| 45, 468, 995. 03 43, 248, 800. 85 46, 224, 878. 06
Due from approved : l

reserve agents ....| 809,569,861, 34, 360,277, 020.45/ 300, 961, 618. 96/ 320, 015, 035. 43! 320, 002, 050. 90
Checks and other ; !

cash items......... 14,933, 428.42 13,100, 061. 63 16, 719, 876. 27 17,308,976.921 16, 828,942.11
Exchanges forclear- : |

ing house ......... 118, 415, 838. 07 113, 590, 539. 43| 126, 234, 933. 641 94, 276, 408, 07: 110, 286, 935. 55
Bills' of other na- ; 1

tional banks....... 18,859, 116. 60' 18,600, 745.00{ 21,338,292, 00 20,811, 692,00/ 19, 649, 723, 00
Fractional currency, I !

nickels, and cents. 925, 465. 16; 1. 040, 901. 73; 1, 057, 060, 71 1,093, 904, 16; 1,023, 834. 03

IX
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SUMMARY OF REPORTS 0¥ CONDITION OF NATIONAL BAXKS DURING THE YEAR—
C'ontinued.

Dee. 15, 1897. Fob. 18,1898, | May 5, 189c ; July 14, 1898. |

3,607 banks, | 3,594 banks. | 3,580 bamks. | 5,

|
- ! -
582 banks. | 3,585
|
i
i

RESOURCES—cout’d.

Goldeoin............ $119, 747, 644. 72 $125, 710, 166, 77j $131, 081, 263, 68 $152, 838, 037, 43 $127, 950, 555. 68
Gold Treasury cer- H ; ;
tificates ........... 15,484, 500,00 18,0062,350.00  18,230.690.00 18,457, 340.00. 18,323, 870. 00

Gold clearing i | ; |

ccrbiﬁcﬂtes ...... 67, 861, 009, 60 79, 083, 000. 00- 118, 333, 000. 00 33, 576, 000. 00, 104, 356, 000. 60
Silver dollars . 7,509, 247, 0C T, 459, 428. 00 8, 100, 544. 00 7,963, 587. 00 6, 861, 433. 00
Silver Treasu ! : !

tificates ... 31, 752, 596. 00 o4, 964, 239, 00 39, 316, 796. 00 36,458, 014. 00 30, 679, 950. 09
Silver coin, ¢ | i ! i
tional ...l 5, 808, 565. 21 G, 098, 711. 84 6,120, 479. 16 G, 334, 152, 52 5, 662, 349. 41
Legal-tendernotes .| 112, 564, 875,00 120, 265 185,00 119, 038, 681. 00 114,914,997, 00. 110, 038, 360. 00
U. 8. certificates of ‘ ‘ i i
ABPOSIt ernnsnennns 143,840, 000,00 49,250, 000.00 23,975, 000.00'  20,385,000,00 16,810, 000, 6O
Five per cent re- ! ; :
demption fund.... 9, 761, 5G3. 38 9, 315, 860. 62 9, 520, 520. 82 9, 601, 066. 56 9, 795, 055. 25
Due from Treasarer : |
United States..... 1, 442, 501. 40 1, 535, 292. 19 1,064, 313. 04 11, 033, 427, 06' 4,019, 551. 74
Total.......... 3,829, “1 3, 776. 00 3, 046, 947, 114. 41,3, 869, 966. 858. 213, 977, 675, 445. 17;4, 003, 511, 044. 87

LIABILITIES.

! t
Capitalstock paidin.. 629,653,365.00 628,899, 320. 00 624, 471, 670, u0| 022,016, 745.00 621, 517, 895, 00
Surplus fund....._.. 246, 416, 683. 48 248, 484, 530. 31 247, 695, 979, 44) 247,935, 215, 65, 247, 555, 108. 57
Undivided protits, : i i
less oxpenses and ! | |
taxes.....eaeunnn.. 95, 293, G63. 02 86, 143, 789. 31 04, 320, 999,16, 83, 036, 427. 50 93, 015, 097. 86

National-hank notes ‘ i |

outstanding ....... 193,783, 985. 00 184,106, 322. 00 188, 423, 308. 50; 139, 866, 208.50 194, 483, 765, 50
State-bank notes out- { : i !

standing .......... 60, 335. 59 56, 018. 50 56, 017. 50 56, 007. 50 53, 907.50
Duetoother national ; . !

Danks cooovnnnaa... 445,061, 154,80 504,980, 175. 82, 424,204, 634, 90, 467, 634, 068,18, 446,417, 454,05
Due to State banks 1 {

and bankers....... 1 232,877,303.25 250, 072,203.60; 245,643, 049.17; 232, 182,773.37| 251,917, 900. 89

Dividends unpaid . 943, 274, 07 1,071, 997. 92! 2, 000, 238. 18 2,704, 832. 25 1, 008, 410. 82
Individual deposits. 1, 916, 630, 252, 25 1, 982, 660, 933. 15,1, 999, 508 438. 96/2, 023, 357, 159, 60,2, 031, 454, 540. 29
U. 8. deposits.... 39,939, 047. 71 27, 562, 981, 73| 23, 09.), 955,89 48, 081, 038. 951i 70,187, 368, 12

Depositsof U. S. dis- | } i

|
bursing officers.... 4,012, 185. 36 8, 870, 835. 81; 3,928, 661.49 4,788, 377. 83 4,977, 832. 80
Notes and bills re- , {
discounted ........ I 3,161,796.07 2, 681, 072. 89 1,467, 622. 85 5, 364, 952, 85 6, 034, 815. 45
Bills Payable ........ I 7, 7...,, 623.78 5, 579, 549. 06 9, 288, 150. 89; 9,283,285.11. 11, 283, 332. 33
Liabilitiesotherthan | ! 1 |
those above ....... 13, 635, 901. 62 10, 886, 244. 31 7, 060, 145. 28; 19, 368, 262. 88| 23, 551, 615. 69

Total.......... 3, 829, 213, 776. G0 3, 946, ¢47, 114. 41 3, 869, 966, 858, 21,3, 977, 675, 445. 1‘714, 003, 511, 044, 87

Notwithstanding that the number of banks in operation on Septem-
ber 20, 1898, is less than at any date of report since December 19,
1890, the amount of individual deposits, loans and discounts, and total
1’es0urces is greater than at any time during the existence of the national
banking system. On September 20, for the first time, the aggregate
resourcesreached and exceeded the four-billion-dollar mark,theincrease
since October 5, 1897, being $298,377,337.16. A comp’mson of the last
returns with those of October 5, 1894 indicates an increase during the
year of $104,952,189.74 in quns and dlscounts $79,194,380 in Govern-
ment securities on deposit with the Treasurer of the United States to
secure circulating notes and public deposits and the amount held by
the banks; $57,304,827.34 in specie and legal tenders. The redunc-
tion of $‘)o 465 000 in the amount of United States certificates of
deposit for legal tenders results in a net increase of lawtful money of
$31,839,827.34.

The reduction of 25 in the number of banks reporting is accompanied
by a decrease of $9,970,200 in capital stock and $4,436,904.50 in ecircu-
lating notes outstanding. Necessarily the principal increase in the
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liability side of the statement is in irdividual deposits. On October 5,
1897, the deposits aggregated $1,803,349,128.50, and on September ~O
1898, $2,031,454,540.29, the increase bemg $178,105,411.79. The balfmce
due othel banks and bankers shows an inerease of $52,627,388,09¢ and
United States deposits of $59,023,019.27,

By reference to the foregoing table, it will be seen that loans and dis-
counts, which on October 5, 1897, amounted to $2,051,009,4:38.17, show
a material increase up to February 18, 1898, The returns on May 5
show a decrease since the February repoit of $40,984,045.20. Compared
with the amount on May 5, the increase on July 14 was $54,663,420.37,
which was further increased on September 20 by $4,203,972.31.

TUnited States bonds on deposit with the Treasurer of the United
States to secure circulation have fluctuated between a maximum of
$227,483,950 on October 5,1897, and $212 4"0,00() on February 18, 1898,
the amount on depositon beptembel 20 bem0 $224,628,849, a reduction
during the year of $2,855,110.

Specie held by the bankq is greater at date of each report during the
year than on Oectober 5, 1897, When it stood at $239,387,702.05. The
maximum holding was reac hed on July 14, being $355 677,130.95.
Between that date and September 20 th“le was a decrease of
$41,802,972.56.

Capital stock shows a steady but slight decrease since October 5,
1897. The changes in the surplus and other undivided proﬁt accounts
have been slight, although, as compared with October 5, the increase
in both items durin g the year aggregates $5,818,205,60.

The circulation account was greatest at date of statement closing the
last report year. The minimum amount outstanding was $ l84,106 322,
on FFebruary 18,1898, From that date there was a gradual increase dur-
ing the balance of the year, but, as heretofore stated, the amount out-
standing on September 20, 1898, was $4,436,904,50 less than on October
5,1897.

’ ‘Without an exception, there has been a material inerecase in individual
deposits at date of each report daring the year. Starting at
$1,353,349,128.50, the account reached on September 20 an aggleg&te
of SB 031 4.)4 540, 29, or, as heretofore stated, an inerease during the
year of over $17 8, 000 000,

The liabilities of the banks on account of notes and bills rediscounted
and bills payable were at the maximum on October 5, 1897, being
$19,755,5656.64. On February 18, 1898, these liabilities amounted to
only about $%,000,000. Thereafter there was a steady increase to the
close of the year, When the amount was $17,368,147,78.

INVESTIGATIONS AND RECOMMENDATIONS RELATIVE TO BANK-NCOTE
CURRBRENCY.

Section 333 of the Revised Statutes of the United States provides
that the Comptroller of the Currency in his annual report to Congress
shall suggest “any amendment to the laws relative to banking by
which the system may be improved and the security of the holders of
its notes and other creditors may be increased.”

In suggesting some general amendments to the national banking
law at this time, it is not the purpose of the Comptroller to review in
detail the plans and propositions for the modification of our currency
and banking systems whicl are now, and for some time have been, the
subject of economie and general discussion throughout the country; but
a reference to them and the prineiples underlying them is deemed
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imperative in view of the fact that in their present form they seem to
ignore the interests of bank depositors, with whose protection the
Comptroller is peculiarly charged. .

The panic of 1893 having directed attention toward the dangers to
the geueral commercial system, resulting from the disproportion be-
tween demand-curreney liabilities of the Government, payable in gold,
and the gold held in reserve by the Government for their redemption,
as well as to the inelasticity of the present bank-note currency, the
plans providing for a modification of the banking and currency sys-
tems which are now most diseussed, may be considered as based upon
the following propositions:

First. That the disproportion between outstanding currency liabili-
ties of the Government payable in gold, and the gold held for their
redemption, should be lessened by a contraction in the amount of these
demand-currency liabilities.

Second. That the void in circulation, caused- by such contraction,
should be filled by an extension of the circulation of national banks,
which circulation, redeemable in gold, is ultimately to depend for its
chief security upon a first lien on the commercial assets of the issuing
banks.

The more prowinent of these plans, which may be considered as
embodying in the ablest forms the general principles necessarily
involved in a system of bank-note issues secured by the general assets
of banks, look to the ultimate displacement of Government-credit
money with bank-credit money, the latter eventually being secured by
a first lien upon the assets of the issning banks, and by a 5 per cent
redemption fund created in the first instance by taxation upon solvent
issuing banks and thus maintained. It is proposed that a first lien
shall exist upon all the assets of any insolvent bank which may have
1ssned currency until it has contributed to such fuud, to be held by the
Government as trustee, an amount sufficient to redeem its outstanding
notes in full.

Upon any deficieucy oceurring in such contribution to the guaranty
fund, due to a failure to collect from the assets of the insolvent bank a
sufficient amount to redeem its notes in full, resort is to be had to addi-
tional taxation npon solvent banks issuing cireulation to supply the
deficiency, one plan providing, however, that such tax shall not exceed
1 per ceut on the amount of their note issues per year.

The assumptions which seewm to underlie these plans are:

TFirst. That unless we are to have a currency contraction, some radical
exteusion of bank-note issues i3 absolutely necessary to the securing
of the proper adjustment of Government enrrency liabilities to its gold
reserve, by which adjustment the greater safety of the gold standard
is subserved; and,

Second. That through this radical extension and change in the
presecut form of bank-note issues alone, is elasticity to be secured in our
curreincy.

As opposed to these propositions, and in connection with the data
given and views expressed liereinatter, relative to changes in the pres-
ent banking laws, the Comptroller desires to state that his suggestions
are based upon the following assnmptions:

First. That there is existing no such eondition of the United States
finances, revenues, or credit as to justify the proposition that the shift-
ing of the burden of gold redemption of outstanding currency from
the Government to the banks, is so important as to necessitate of itself
radical ¢hanges and concessions in national-banking laws relative to
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the issue of notes, which changes and concessions would not be con-
sidered wise if the interests of the community, irrespective of Govern-
ment finances, were alone considered.

Second. That if from cousiderations of general publie poliey, irre-
spective of governmental finances, bank-note issues secured only by
commercial assets of banks seem unwise, the resources, credit, and
financial condition of the United States are such that by mneans of
revenue laws and other amendments to law suggested by the President
in his last annual message, a safer ratio between its outstanding circu-
lation and gold reserve can be attained, the stability of the present
gold standard insured, and the currency maintained upon a sound basis
without contraction.

It must be remembered, in connection with the diseussion of changes
in the present banking laws, that by far the most important function of
the national banks is that of an acting middleman between the deposi-
tors and borrowers of a community, and that its note-issuing functions
are secondary in importance and usefulness nnder the present, or any
proposed system of bank-note issues.

It is especially important, therefore, in proposing changes in the laws
governing the note-issuing powers of national banks, that the effects
of such changes upon the relation of the bank to its depositors and
borrowers, be carefully studied.

It 18 the belief of the Comptroller that the proposed preference of
the note holder over the depositor, which is a fandamental basis of all
these plans, is not only inherently wrong, and unjustified by any grounds
of publie policy, but that its practical effect upon the present relation
of depositors to banks in the smaller communities of the United States
would be so revolutionary as to bring about the most injurious condi-
tions in the general business of the country.

The essential similarity between the liability of a solvent bank
expressed by a deposit eredit and by a bank note, is generally recog-
nized and emphasized by those advocating these plans,

In view of this recognized similarity before the insolvency of a bank,
the radical dissimilarity in their respective treatment when insolvency
oceurs, is justified by a course of reasoning which is believed to be
fallacious.

It may be as sound in principle for a bank to issue bank notes as to
take deposits, when the two classes of creditors stand upon the same
basis in relation to the assets of the bank to which they have each
contributed, but it is not as sound in principle when in case of insol-
vency, the creditor who claims under a note must be paid in full, before
the creditor who claims under a deposit can receive anything.

Under these plans the dollar of the depositor, and the dollar of the
note holder, side by side, would be invested by the officers in the assets
of the solvent bank, since it is proposed to change the law under
which at the present time the note holder’s dollar from the first must
be invested in Government bonds, to be held separately in trust for his
protection.

Side by side, these dollars of depositors and note holders, would be
redeemed on demand without question by the solvent banks under the
proposed system. Why, then, should the dollar claim of the depositor
be paid nothing out of the assets of an insolvent bank until and unless
the dollar claim of the note holder is paid in full?

In our judgment there is no relevant answer to this proposition save
one, based upon grounds of general public policy, which admits the
injustice to the depositor class, but justifies it by claiming the neces-
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sity for the Government and the community, of additional and different
circulation than that we have at present,

The claim that a difference so radical and fundamental as this in the
treatment of two classes of creditors, can be justitied by the fact that
the depositor generally deals directly with the bank and has the oppor-
tunity to inform himself as to the trustworthiness of it, whereas the
notes are issued for general circulation and pass iuto the hands of those
distant from the bank, and therefore unable to form an opinion as to
its strength, is not one which will commend itself generally to practical
men.

Experience demonstrates that in the banking business the detection
of untrastworthiness in banks is, as a matter of fact, not one of the
duties with which the depositor, as a general rule, charges himself.
He has come to leave that to the officials of the National and State
Governments; and while it may be true that as a class he ought to
exercise greater discretion in his selection of banks for his deposits, it
is equally true that as a class, he has come to have that confidence in the
system which has made him comparatively indifferent under normal
conditions to this duty.

Again, he is often compelled, by the very nature of his business, to
be dependent upon the agency of banks at a distance in handling his
funds, in which case he, like the note holder, could not investigate if he
so desired.

Certainly the fundamental right to prefer in the distribution of the
assets of an insolvent bank the note-holding class to the depositor class,
should rest upon some broader ground than the assumed neglect of the
depositor class to acquaint itself with the nature of the private business
and internal management of banking institutions, whose proper super-
vision the National Government, as the representative of the depositors
and the public, bas taken upon itself.

The lien given to the note holder under the present system, first upon
the Government bonds deposited expressly in trust as security for said
notes, before other assets of the bank can be reached, is far differeunt in
practical effect from the general and nnqualified priority in lien upon
the assets of a bank proposed in these plans.

The priority of lien of the note holders under the present system over
the depositor, is first upon the United States bonds deposited in trust
for his benefit, and only secondarily, in case of deficiency in bonded
security, upon the gencral assets of the bank. In practical operation
this security gives the notes the unquestioned credit necessary to enable
them to circulate, and at the same time does not, as a matter of fact,
interfere with the rights of the depositor in case of insolvency, since
the bonds at public sale bring the amount of the notes, and return to
the insolvent bank for the benefit of general creditors practically all
the equity originally invested in them.

This being the practical effect of the present bank-note system, it can
not rightfully be considered as justifying any assumption that in its
theory the rights of note holders are considered as more sacred iu them-
selves, than the rights of depositors.

Under the present systemn the relation of the notfe issues of a national
bank to its geueral business, is somewhat the same as the relation of
the issue and redemption department of the Bank of England, to its
commercial department. They are in reality almost entirely separate,
and so intended to be.

If under any new system, the note holder and the deposit holder come
into similar relations to the bank, their rights against the common
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assets, to which their money has alike contributed, should be equally
sacred.

1f, then, there is no inherent moral right to establish a preference of
the note-holding creditors ot an insolvent bank, as against the deposit-
holding creditors, in the distribution of the assets of an insolvent bank,
the question arises, does public policy demand, in the interest of the
common good, that such a preference should be given in order to estab-
lish a bank-note system which will give banks such a profit, that to
secure it they will relieve the United States Treasury of the burden of
gold redemption, and afford the country a circulating medium having
alleged advantages over that now in use,

In order to determine this question, actnal data at command must be
examined critieally in order to understand the nature and extent ot the
wrong done the depositor class by this preference, and the consequent
effects of this wrong upon the community at large and its business.

Statistics have been quoted to show that the burdens which will be
imposed upon depositors by such a preference will be light; but the
force of these figures, so far as their being a guide to the probable eco-
nomic effect of the proposed laws is concerned, is immediately lost when
it is noted that in them no distinction is made between the rate of loss
of depositors in different communities, and betweeu the rate of loss of
the depositor in the small bauks, and that of the depositor in large
banks. They err in assuming that the percentage of loss will be
ratably distributed.

The Comptroller presents herewith a series of tables which indicate
more exactly npon what class of depositors the real burden of this pref-
erence will fall with alnost crushing weight.

These tables give approximately the loss which under the proposed
plan would result to depositors from the preference of note holders over
deposit holders in case of insolvency, based upon the showing made by
the 195 insolvent national banks, whose affairs have been finally closed
during the existence of the system.

For the purpose of these tables it is assumed in the case of each class
of insolvent banks, that their officers would have made the same pro-
portionate losses upon the commercial assets in which the notes issued
were invested, that they actually did upon the assets in which the
deposits and capital of the banks were invested.

To the good assets of these different classes of insolvent national
banks, as shown by the records of this office, has been added the
amount which would have been realized from the unsecured notes
issued, if loaned or invested with the same rate of loss as was made
upon the money invested in the actual assets.

From the assets thus increased, there is subtracted 95 per cent of the
preferred-note issues proposed (to wit, the par of the notes less the 5
per cent redemption fund held by the Government), which leaves the
amount which wonld then go to the depositors, and other unsecured
creditors.

This amount, in terms of percentage of their total claims, is then com-
pared with the percentage of their claims actually received, and the loss
which would be caused by the preference is thus approximately disclosed
in the difference.

The tables give these results bearing upon the interests of depositors
in banks according to geographical sections, and according to the fol-
lowing classifications of capital: $50, 000, $100,000, $200,000, $300,000,
$500,000, and banks with a capital exceedmg $500 000,

As under the proposed plans circulation, eventually secured only by
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bank assets, might be taken out in different amounts, these amounts
have been assumed to be 60 per cent, 80 per cent, and 100 per cent of
the capital of the bank, showing what the loss to depositors would
approximately be in each of these instances,

As illastrating the method of preparing the tables, we will take the
case of a bank of $100,000 capital, which has failed, and upon final
liquidation has paid its depositors 50 per cent upon claims of $200,000,
to wit, the sum of $100,000. Under the plan proposed assume this
bank had issued in notes, secured by a first lien upon its assets, an
amount equal to 60 per cent of its capital, to-wit, the sum of $60,000.

Since in investing $300,000, to wit, $100,000 capital and $200,000
deposits, it has lost the sum of $200,000 and has remaining but $100,-
000, to wit, one-third of its original assets, we assume that of the
$57,000 cireulation which the bank had to invest in commmercial assefs
(to wit, the $60,000 circulation less $3,000 representing the 5 per cent
redemption fund held by the Governmeunt) it would have lost the same
proportion, and have left of that investment but one-third in good
agsets, to wit, $19,000, 'We add, therefore, to the 100,000 actually paid
depositors, the sum of $19,000, giving $119,000 for distribution between
depositors and note holders. But, as under these plans, the note hold-
ers are preferred for the full amount of their $60,000 notes, of which
but $3,000 is in the redemption fund, there must be subtracted from
this $119,000 the sum of $57,000, leaving for the depositors only $62,000,
as against $100,000 which they received under the present system, with-
out any burden of note preferences upon common assets. As $62,0001is
but 31 per cent of their total claims of $200,000, upon which under the
present systemn they received $100,000 dividends, or 50 per cent, it fol-
lows that their loss, directly traceable to the preference, would amount
to 19 per cent of the face of their deposits.

Of necessity these tables, based as they are upon hypothesis, can be
considered only as approximately indicating the losses which deposi-
tors may expect; but that they furnish a conservative estimate of these
losses is believed.

They do not take into cousideration the possibility of unusual lossesin
general bank assets, through an inflation of the currency and resunltant
speculation brought about by an abnormal increase in the number of
national banks.

This increase might be caused by private and State banks and trust
companies entering the system for the sake of the profits arising from
the currency privilege. These plans provide for a circulation secured
by the commercial assets of banks up to a limit of 100 per cent of the
capital of the bank, with an increasing tax as the limit is reached.

In this connection it is well to remember that an insolvent bank, as
a general rule, will have made every effort before closing its doors to
avail itself of the eurrency privilege to the full limit allowed by law
in the effort to avert suspension of payments.

Of the 195 national banks which have been finally liquidated these
tables show in refereuce to the rate ot loss experienced in investments:

That 10 banks in the New England States with combined capital of
$2,571,300 have paid cash dividends of $9,626,055 on $11,508,426 of
claims proved, or 83,64 per cent. These banks had total nominal assets
of $17,195,440, of which $10,207,324 were collected in- cash or by offsets
or otherwise, making the proportion of valuable assets to nominal assets,
upon final liquidation, 59.36 per cent.

That 50 banks in the Eastern States, with a combined capital of
$9,155,600, have paid cash dividends of $14,469,195 on $18,399 239 of
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claims proved, or 78.64 per cent. These banks had total nominal
assets ot $31,135,897, of which $17,260,498 were collected in cash or by
offsets or otherwise, making the proportion of valuable assets to
nominal assets, upon final liquidation, 55.44 per cent.

That 33 banks in the Southern States, with a combined capital of
$4,775,000, have paid cash dividends of $6,611,266 on $10, 111 ,715 of
claims proved, or 63.38 per cent. These bmﬂm had tota,l nominal
assets of $15,263,365, of which $6,308,3G4 were collected in cash or by
offsets or otherwise, making the proportion of valuable assets to
nominal assets, upon final liquidaticn, 44,61 per cent.

That 44 banks in the Middle States, with a combined capital of
$9,122,000, have paid cash dividends of $7,996,983 on $11,167,256 of
claims proved, or 71.61 per cent. These banks had total nominal assets
of $24,153,212, of which $11,79,392 were collected in cash or by offsets
or otherwise, making the proportion of valuable assets to nominal
assets, upon final liquidation, 48.84 per cent.

That 44 banks in the Western States, with a combined capital of
$3,382,000, have paid cash dividends of $2,195,061 on $3,552,511 of
claims proved, or 61.79 per cent. These banks had total nominal assets
ot $9,308,471, of which $3,083,292 were collected in cash or by offsets
or otherwise, making the proportion of valuable assets to nominal
asgets, upon final liquidation, 33.12 per cent.

That 14 banks in the Pacific States, with a combined capital of
$1,725,000, have paid cash dividends of $1,644,705 on $2,628,811 of
claims proved, or 62,56 per cent. These banks had total nominal
assets of 85,687,777, of which $2,538,605 were collected in cash or by
offsets or otherwise, making the proportion of valuable assets to nomi-
nal assets upon final liquidation 44.63 per cent.

That the total of 195 banks, with a combined capital of $30,730,900,
have paid cash dividends of $42,5643,265 on $57,367,958 of claims
proved, or 74.16 per cent. These banks had total nommal assets of
$102,744,162, of which $51,694,475 were collected in cash or by oftsets
or otherwise, making the proportion of valuable assets to nominal
assets npon final liquidation 50.31 per cent.

Of the 195 national banks which have been finally liquidated, these
tables further show in reference to the rate of loss experienced in
investments.

That 66 banks of $30,000 capital each, and total capital of $3,280,000,*
have paid cash divideuds of $2,859,618 on $4,424,178 of claims proved,
or 64.64 per cent. These banks had total nominal assets of $8,733,255,
of which $3,465,334 were collected in cash or by offsets or 0therw1se,
making the proportion of valuable assets to nominal assets, upon final
liquidation, 39.68 per cent.

That 61 banks of $100,000 capital each, and total capital of $5,634,000,
have paid cash dnldends of $6,262,487 on $9,591,367 of (,lsums proved
or 63.31 per cent. These banks had total nommal assets of $18,0:34,108,
of which 87,584,130 were. collected in cash or by offsets or ofherwme
making the proportion of valuable assets to nominal assets, upon final
liguidation, 42.05 per cent.

That a total of the above 127 banks, having a combined capital of
$8,914,000, have paid cash dividends of $9,122,105 on $14,315,545 of
claims proved, or 63.72 per cent. These banks had total nominal assets
of $26,767,453, of which $11,049,464 were collected in cash or by offsets

*One bank of $30,000 capital included which failed before the full $30,000 capital
required by law had been paid.
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orotherwise, making the proportion of valuable assets to nominal assets,
upon final liqnidation, 41,28 per cent.

That 37 banks, of $200,000 capital each and total capital of $6,355,600,
have paid cash dividends of $7,321,036 on $9,211,748 of claims proved,
or 79.47 per cent. These banks had total nominal assets of $17,748,526,
of which $7,895,311 were collected in cash or by offsets or otherwise,
making the proportion of valuable assets to nominal assets upon final
liquidation, 44.48 per cent,

That 16 banks of $300,000 capital each and total capital of $4,350,000
have paid cash dividends of $6,866,897 on $9,042,532 of claims proved,
or 75.94 per cent. These banks had total nominal assets of $16,369,761,
of which $8,629,562 were collected in cash or by offsets or otherwise,
making the proportion of valuable assets to nominal assets, npon final
liquidation, 52.72 per cent.

That 9 banks of $500,000 capital each, and total capital of $4,300,000
have paid cash dividends of $12,441,201 on $16,558,203 of claims proved,
or 75.13 per cent. These banks had total nominal assets of $23,402,935,
of which $15,321,625 were collected in cash or by offsets or otherwise,
making the proportion of valuable assets to nominal assets, upon final
liquidation, 65,47 per cent.

That 6 banks of $500,000 capital or over each,and total capital of
$6,811,300, have paid cash dividends of $6,792,026 on $8,239,930 of
claims proved, or 82.43 per cent. These banks had total nominal assets
of $18,455,487, of which $8,798,513 were collected in cash or by offsets
or otherwise, making the proportion of valuable assats to nominal assets,
upon final liquidation, 47.67 per cent.

That the total of 68 banks with capital of $200,000 or over each, and
total capital of $21,816,900, have paid cash dividends of $33,421,160 on
$43,052,413 of claims proved, or 77.62 per cent. These banks had total
nominal assets of $75,976,709, of which $40,645,011 were collected in
cash or by offsets or otherwise, making the proportion of valuable assets
to nominal assets, uapon final liquidation, 53.50 per cent.

These tables further show that the depositors of the 10 insolvent
national banks, having a combined capital of $2,571,300 and nominal
assetsof $17,195,440, with cash dividends paid to depositors of $9,626,055,
or 83.64 per cent, situated in the New England States of Maine, New
Hampshire, Vermont, Massachusetts, Rhode 1sland, and Connecticut,
would have lost by preference of the note holders in case of an issue
of uncovered notes equal to 100 per cent of their capital, 8.62 per cent
of their deposits more than under the present system, or 10,30 per cent
of their dividends; in case of note issues of 80 per cent of their cap-
ital, 6.90 per cent more, or 8.25 per cent of their dividends; and in case
of circulation of 60 per cent of their capital, 5,17 per, cent more, or 6.18
per cent of their dividends.

The depositors of 50 insolvent banks, having a combined capital of
$9,155,600, nominal assets of $31,135,897, with cash dividends paid
depositors of $14,469,195, or 78.64 per cent, situated in the Eastern
States of New York, New Jersey, Pennsylvania, Delaware, Maryland,
and District of Columbia, would have lost by preference of the note
holders with a 100 per cent note issue, 21,06 per cent more than under
the present system, or 26.78 per cent of their dividends; with an 80
per cent note issue, 16.85 per cent more, or 21.42 per cent of their divi-
dends, and with a 60 per cent note issue, 12,64 per cent more, or 16.07
per ceut of their dividends.

The depositors of 33 insolvent banks, having a combined capital of
$4,775,000, nominal assets of $15,253,365, and with cash dividends paid
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depositors of $6,611,266, or 65.38 per cent, sitnated in the Southern
States of Virginia, West Virginia, North Carolina, South Carolina,
Georgia, Florida, Alabama, Mississippi, Louisiana, Texas, Arkansas,
Kentucky,and Tennessee, would havelost by preference of the note hold-
ers with 109 percent note issne,24.85 percent morethanunderthe present
system, or 38 per cent of their dividends; with an 80 per cent note
issue, 19.88 per cent more, or 30.41 per cent of their dividends, and with
a 60 per cent issue, 14.91 per cent more, or 22.80 per cent of their
dividends.

The depositors of 44 insolvent banks, having a combined eapital of
%9,122,000, nominal assets $24,153,212, and with cash dividends paid
depositors of $7,996,983, or 71.61 per cent, situated in the Middle States
of Ohio, Indiana, Illinois, Michigan, Wisconsin, Minnesota, Iowa, and
Missouri, would have lost by preference of the note holders, with 100
per ceut issue, 39.70 per cent more than under the present system, or
55.44 per cent of their dividends; with an 80 per cent note issune 31.76
per cent more, or 44,35 per cent of their dividends; and with a 60 per
cent issue 23.82 per cent more, or 33.26 per cent of their dividends.

The depositors of 44 insolvent banks, having a combined capital of
$3,382,000, nominal assets of £9,308,471, and with cash dividends paid
depositors of $2,195,061, or GL.79 per cent, sitnated in the Western
States of North Dakota, Sonth Dakota, Nebraska, Kansas, Montana,
Wyomning, Colorado, New Mexico, Oklahoma, and Indian Territory,
would have lost by preference of note holders, with a 100 per cent issue
60.49 per cent more than under the present system, or 97.89 per cent of
their dividends (being their total dividends, except 1.30 per cent of par
of claim); with an 80 per ceut issue 43.39 per cent more, or 78.31 per
cent of their dividends; and with a 60 per cent issue 36.29 per ceut
more, or 58.73 per cent of their dividends.

The depositors of 14 insolvent banks, having a combined capital of
1,725,000, nominal assets of $5,687,777, with cash dividends paid deposi-
tors of $1,644,705, or 62,56 per cent, situated in the Pacific States of
‘Washington, Oregon, California, Idaho, Utah, Nevada, and Arizona,
would have lost by preference of the note holders, with & 100 per cent
issue, 34.51 per cent more than under the present system, or 53.16 per
cent of their divideuds; with an 80 per cent issue 27.61 per cent more,
or 44.13 per cent of their dividends; with a 60 per cent issue 20.71
per cent more, or 33.10 per cent of their dividends.

Thus it will be seen that, as compared with the rate of loss to the
New England depositor, through the preterence of the note holders in
cases of insolveuncy, the issues of uncovered notes being either 100 per
cent, 80 per cent, or 60 per cent of the capital, the depositor in the
Fastern States will lose at a rate of nearly two and one-half times as
great; the depositor in the Southern States at a rate nearly three
times as great; the depositor in the Pacific States at a rate four times
as great; the depositor in the Middle States at a rate over four and
one-half times as great, and the almost obliterated depositor in the
Western States at a rate over seven tinies ag great.

These tables also show that the depositors of the 66 insolvent banks
of $50,000 capital, having a combined capital of $3,280,000,* nominal
assets of $8,733,253, with cash dividends paid to depositors of $2,859,618,
or 64.64 per cent, would have lost by preference of the note holders, in
case of an issue of uncovered notes equal to 100 per cent of the capital,
42.49 per cent more than under the present system, or 65.73 per cent of

*One bank of $30,000 capital included, which failed before the full $30,000 capital
required by law had been paid.
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their dividends; in case of a note issue of 80 per cent, 33.99 per cent
more, or 52.58 per cent of their dividends; and in case of 60 per cent
issues, 25.49 per cent more, or 39.43 per cent of their dividends,

The depositors of 61 insolvent banks, with a capital of over $50,060
and not exceeding $100,000, aggregating $5,634,000, nominal assets of
$18,034,198, with cash dividends of $6,262,487, or 63.31 per cent, would
have lost by preference of the note holders, in case of issue of uncov-
ered notes equal to 100 per cent of the capital, 31.35 per cent more than
under the present system, or 49.52 per cent of their dividends; and in
case of note issue of 80 per cent, 25.08 per cent more, or 39.61 per cent
of their dividends; and in case of 60 per cent issues, 18.81 per cent mnore,
or 29.71 per cent of their dividends,

The depositors of 37 insolvent banks, with a capital over $100,000
and not exceeding $200,000, aggregating $6,355,600, nominal assets
817,748,526, with cash dividends paid of $7,321,036, or 79.47 per cent,
would have lost by preference of note holders in case of an issue of
uncovered notes equal to 100 per cent of the capital, 36.39 per cent
more than under the present system, or 45.79 per cent of their divi-
dends; and in case of note issues of 80 per cent, 29.11 per cent more,
or 36.63 per cent of their dividends; and in case of 60 per ceunt issues,
21.83 per cent more, or 27.47 per cent of their dividends.

The depositors of 16 insolvent banks, with a capital over $200,000
and not exceeding $300,000, aggregating $4,350,000, nominal assets of
$16,369,761, with cash dividends of $6,866,897, or 75.94 per cent, would
have lost by preference of the note holders in case of an issue of
uncovered notes equal to 100 per cent of the capital, 21.61 per cent inore
than under the present system, or 28.46 per cent of their dividends; in
casc of note issues of S0 per cent, 17,29 per cent more, or 22.77 per cent
of their dividends; and in case of 60 per cent issnes, 12.96 per cent
more, or 17.06 per cent of their dividends.

The depositors of 9 insolvent banks, with acapital over $300,000 and
not exceeding $500,000, aggregating $4,300,000, nominal assets of
$23,402,935, with cash dividends of $12,441,201, or 75.13 per cent, would
have lost by preference of the note holders in case of an issue of
uncovered notes equal to 100 per cent of the capital, 8.51 per cent more
thaun under the present system, or 11.33 per cent of their dividends; in
case of note issues of 80 per cent 6.81 per cent more, or 9.06 per cent of
their dividends; and in case of 60 per cent issues 5.11 per cent more,
or 6.80 per cent of their dividends.

The depositors of ¢ insolvent banks, with capital exceeding $500,000,
aggregating $6,811,300, nominal assets of 813,455,487, with cash divi-
dends of $6,792,026, or 82,43 per cent, would have lost by preference
of the note holders in case of an issue of uncovered notes equal to 100
per cent of the capital 41.16 per cent more than under the present sys-
tem, or 49.86 per cent of their dividends; in ease of note issues of 80
per cent 32.88 per cent, or 39.89 per cent of their dividends; and in
case of 60 per cent issues 24.66 per cent more, or 29.92 per cent of their
dividends.

From the tables which we have given it is evident that from the
depositors in smaller national banks of from $50,000 to $100,000 capital,
and from the depositors of the newer sections of the country, the greater
amount of the cost of this radical experiment in eurrency must be col-
lected. Thus upon those depositors least able to endure loss, must the
heaviest 1osses fall.

The assumption of the friends of these proposed plans, that the
uncovered currency privilege will be availed of in those communities
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where there is now an alleged scarcity of the circulating medium, may
be correct.

But this is only another statement of the fact that those banks which
will most readily issue notes, are in those communities where statistics
show there now occurs the largest proportion of bank failures. Inother
words, in those communities in which bank depositors have already
sustained the greatest percentage of losses, they are to be subjected to
still greater losses by having their claims against an insolvent bank
made subject to the prior lien of notfe holders.

In cases of insolvency the records of this office show that, as a rule,
those banks pay the smallest dividends to general depositors which at
the tine of failure have their bills receivable largely collateraled to
bills payable, which they have issued for borrowed money.

In effect, a bank which would issue these notes, collaterals its entire
assets to its note issnes,

Under the laws of competition, the large city banks would gradually
receive a larger proportion of' deposits of the country, as the effects of
the increased percentage of loss to depositors of smaller banks was
perceived by the general public. The tendency to hoard money in
smaller communities would also be stimulated. One of the purposes of
the proposed laws, which is to enlarge the circulation in those districts
where it is now scanty, would be thwarted by the ultimate effect of the
laws in decreasing in rnral communities the deposits, which, while at
the commaund ot the depositors, can still be loaned to borrowers and
circulated in the form of checks and drafts under the safe and pre-
scribed limits of ordinary bauking.

The statistics given in the table showing the record of insolvent
banks upon the final liquidation, indicate that the safety ot the deposi-
tor from the prior lien of the note holder, generally would increase as
does the ratio of deposits to capital. This is due to the nature of the
assets held by the insolvent banks with large deposit lines, which have
yielded larger returns proportionately upon liquidation, than the assets
which have been held by the smaller insolvent banks.

The large banking institutions of the great cities have invariably the
largest average ratio of deposits to capital. Those locations where
deposits are smallest, and therefore where there wonld be the greatest
incentive to the taking out of increased circulation, are those where
the depositors would suffer the most severe losses, because of this
unjust prior lien of note holders upon the assets of insolvent banks.

The measure will stimulate in still greater degree the tendency of the
money of the country to fiow to the great money centers, where to
fewer institutions, as time and competition progress, would pass the
management and control of the savings aud capital of the country.

We can not agree to the wisdom of any measure which accelerates
the centralization of capital in the great cities, and which, by separating
in location those who lend money from the many who use it, wiil encour-
age the growth of commerce only in the form which has a tendency to
erush cut general business individualism.

The temporary effect of such plans might be different, but this ulti-
mate effect is inevitable,

The effect of the passage of such laws would at first be a great stim-
ulus to the bnsiness of bauking, especially in the West and South. It
would probably be followed by the change from the various State bank-
ing systems of a very large number of private and State banks, which
would be anxious to avail themselves of the currency privilege. The
right to issue such currency would give them an advantage over banks
organized under the national banking law as it is at present, and its
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effect upon the plans of those interested in the organization of new
national banks would be to lessen the estimate of the amount of prob-
able deposits to be received, which would be considered as sufficient to
justify the starting of the bank.

‘Whether a bank which could issue 60 per cent or more of its capital
in notes subject only to nominal tax, which notes it could loan at ordi-
nary commercial rates, and not be compelled to invest in low-rate Gov-
ernment securities, as in effect under the present system, would or would
not take out its full quota of such notes under the law, would be deter-
mined somewhat by the status of its deposit line. If its deposit line
was so large as to tax the ability of its management to loan the amounts
currently intrusted to it, it might not be the policy of such a bank to
take out ifs anthorized currency, although it would be protitable for a
smaller bank in the same community to do so. But throughout the
‘West and South, and in the smaller banks of the cities throughout all
the country, it may safely be assumed that the profits from the exercise
of the currency privilege would at first be eagerly sought.

It is urged in behalf of these plaus that they follow the bank-note
systems of other countries, which have proved successful; but these
arguments fail to lay hold of the fundamental differenees in principle
and environment of the Kuropean system of note issues from those
under consideration. In the older seetions of this country the note
issues of banks, as provided for by these plans, would perhaps be so
inconsiderable as compared with their general business and deposits as
not to interfere materially with the usefulness of the bank in its rela-
tion to depositors and borrowers, but, as we have endeavored to show,
in the newer scctions of the country this would not be the case. The
United States covers a vast territory, embracing every variety of climate
and natural resources. These natural resources, however, are not
evenly distributed, nor is the acquired wealth and baunking capital of
the country thus distributed.

As compared with lingland, Germany, France, Russia, Austria, and
the older European nations, with their few great state banks and cen-
tralized business, which are the product of the evolation of centuries
of financial experience and competition, there are in this country inore
than 3,600 national bauks, scattered throughout its vast dowain, sur-
rounded by the most differentiated business and natural environments,
and dealing with most dissimilar classes of customers and collaterals,

The advantages of our distributed system of banks over the central
governmental banks of Burope are such that we ean well afford to rec-
ognize its disadvantages in connection with proposed currency issues,

In the bank-note issues of the older Kuropean mnations, in case of
insolvency, the note liolders would enjoy no preference over the deposit
holders. They would share ratably in the assets. To give the credit
which enables the notes of these great banks to circulate, restricted by
stringent laws as they are, no injustice to depositors such as is pro-
posed in these plans for the United States, is necessary. In one country
only, Canada, are the note holders preferred over the depositors in case
of insolvency. The note-issning banks of Canada are but 38 in number,
with a combined circulation of about $38,000,000.

We can not accept as safe any deductions drawn from the bank-note
system of these few central institutions of eastern Canada, which
would tend to justify the application of the laws governing that system
to the 3,600 national banks of this country.

The Comptroller desires to call attention, as a summary of his views
upon the proposed plans, to these propositions:

First. As a fandamental proposition, any bank-note system depend-
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ing for security upon the commercial assets of banks, and sanctioned by
government, should be inherently fair in its relation to the deposit-
holding creditors and the note-holding creditors of an insolvent bank,

Second. No system is inherently fair which creates a preference of
the note holder over the deposit holder, in the distribution of the assets
of an insolvent bank.

Third. In none of the older countries, to the suceess of whose uncov-
ered note systems we are referred as tending to justify the experiment
in this ecountry, is the note holder by the law preferred over the deposit
holder, in case of insolvency of banks of issue. Canada, with its 38
central banks of issue, as compared with 3,600 scattered national banks
in this country, furnishes the only exception to this rule.

Fourth. The necessity of the preference under any such system in
this country, to give security and credit to the notes, demonstrates that
it is the depositors of the eountry, and not the banks, upon whom the
great weight of the guarantee of the note issues must fall.

Fifth. A fairer system would provide that, when a receiver took
charge of an insolvent bank, he should not first pay into the general
redemption fund held by the Government, an amount derived from the
assets of the bank sufficient to pay the note holders in full before pay-
ing anything to depositors, but he should pay into the fund that pro
rata share of the proceeds derived from the assets, which should go to
the note holders, not as preferred creditors, but as creditors in the same
-class as depositors.

The tax upon the solvent banks for the currency privilege should not
then be limited to not exceeding 1 per cent per annum of their annual
note issue, or in any other amount, but should be made sufficiently
large to provide for the deficit whatever it should prove to be.

Sixth. If under such a system, owing to causes to which we have
referred, the tax upon the solvent banks would be solarge as to render
the issue of such currency unprofitable and unattractive to the banks,
it would be a demonstration of the radical difference in the environ-
ment and condition of our bankiug system as compared with the more
centralized aud older systems of Europe. It would be a demonstration
of the fuct that, under the proposed legislation, while the banks would
take the profits npon the circulation, the depositors would take the
bulk of the losses.

It would be a conclusive demonstration of what we believe to be the
fact that, under our banking system as at present organized, the abso-
lute safety ot notes secured only by commercial assets and issued to
the extent proposed in these plans, can be secured only by resort to a
grave injustice upon depositors, which can not be justified upon any
grounds of public policy.

Seventh. Suech a system of uncovered notes as this proposed, pro-
viding for a preference of the note holders over other creditors, wounld
interfere radically with the more important functions of national banks,
to which the note-issuing funetion is secondary and subordinate.

This would be against public policy, and would operate against bank-
ing in the smaller communities, and in the western, southern, and
central portions of our country.

Eighth. The Government of the United States is not in such straits,
in connection with its present currency system, as to compel it to enter
into a plau of currency changes, by which it in effect sells extended and
valuable currency privileges to the national banks of the country, in
exchange for assistance from them in mesting its present governmental
currency obligations payable in gold.



‘XXIV REPORT OF THE COMPTROLLER OF THE CURRENCY.

Ninth. If the present conditions of governmental currency demand
reforms, to secure which will entail cost, it is better for the Govern-
ment, as the representative of all the people, and under all the circum-
stances connected with our banking system, to pay an ascertained and
exact cost direct, than to endeavor to evade it by granting extensive
currency privileges to banlks, which of necessity must reimburse them-
selves from the community and the depositor class for any cost which
they incur in assuming the burden of gold redemption, or maintaining
the credit of their notes.

The most serious objection which is urged against our present system
of bank-note currency, is its inelasticity and inability to respond to the
pressing demands and necessity for an increase of circulation in times
of enforced liquidation due to a commercial and banking panic.

Under normal business conditions and in normal times, the inelas-
ticity of the present note issues of banks causes but small inconven-
ience, though at certain seasons of the year, when crops are to be
moved, banks in certain sections of the country are compelled to redis-
count their paper somewhat to supply the meeded currency. The
demand, however, is usually readily supplied by the banks of the East,
and the growing wealth of the West and South is rapidly bringing
about a more even distribution of capital and consequently ot currency.

We have at present in this country an enormous volume of what
may be called bank-credit currency, based upon the assets of our banks,
and consisting of checks, drafts, and bills of exchange. This volume
of bank-credit currency expands and contracts in accordance with the
demands of trade and business under normal conditions, and is the
medium through which the great bulk of the business of our country
is transacted.

It is extremely elastic, and varies in amount at differcnt seasons of
the year. It is generally amply adequate to the business needs of the
country, except in times of disturbed confidence and financial panie.

In France and Germany and other countries, where the check and
draft system is not developed as it is here, there exists the greater nced
for large and elastic bank-note issues. 1lun England, where the check
and draft system is so well developed, we find more strict provisions
regarding uncovered note issues, The Bank of England issues uo
notes unsecured either by the deposit ot gold bullion or a Government
debt. Since the law of 1844, the other banks of issue of England,
Scotland, and Ireland can emit no more uncovered notes than the
amount in existence at that time. The right to issue uncovered notes
is thus limited, and the combined issues of uncovered notes of the
banks of England, Scotland, and Ircland is comparatively small.*

* Plized issues of the Bank of England and of the other banks of issue in the United Dingdom
in Dccember, 1897.

[London Bankers’ Magazine, January, 1898, nage 119.]

Number. ‘ Circulation.

England, Bank of....... 1! £18,800. 000
¥ngland, private banks. 38 1,374,376
England, joint-stock ban 31! 1,762, 961
Scotland, joint-stock banlk: 10 2,676, 350
Ireland, joint-stock banks... 6 | 6, 354, 494

B R emriaennn 86 | 23,968, 181

The average issues for the four weeks ended on December 4, 3897, of the joint-stock and the private
banks of England and of Wales were £1,470,898, or £1,666,439 below the fixed amount.

The average iasuea of the joint-stock banks of Scotland and Ireland for the four wecks ended on
November 27, 1897, were £14,862,261, or £5,831,417 ahove tho fixed issnes. These banks held in specie
during the same period £9,703,888, leaving uncovered £5,158,373 ot their issues,
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The enormous growth of the business of England since the enactment
of the law of 1844, has developed no such need of uncovered notes as to
have brought about a reversal of that restrictive legislation, Whilein
this country, with its extended system of banks and its great develop-
ment of the check and draft system, some degree of elasticity in bauk-
note issues is desirable, it is not essential that it should be an amount
so large as to make necessary for its security au injustice upon the
depositor, and thus, by interfering with the check and draft systen,
defeat one of its own prime objects.

The general principles and regulations under which such elasticity
might be obtained, are not in any way inconsistent with the principles
and arguments we have endeavored to set forth. As covering these
general principles, and as a conclusion from the views hereinbefore
expressed, the Comptroller wozld make the following recommendations
inregard to the present laws governing the issne of national-bank notes:

First. The existing bank-note system, based upon deposit of Govern-
ment bonds as security, should not now be abandoned.

Second. For the purpose of allowing elasticity to bank-note issues to
protect the banks and the comniunity in time of panic, a small amount
of uncovered notes, in addition to the secured notes, should be author-
ized by law under the following limitations: They should be subjected
to so heavy a tax that they cculd not be issued in normal times for the
purpose of profit, but would be available in times of emergency. The
tax should be so large upon the solvent issuing banks as to provide a
fund which, in connection with the pro rata share of the assets of an
insolvent bank, would be sufficient to redeem the notes in full, without
necessitating any preference of note holders over depositors of any
insolvent issuing bank. The tax should be so large as to force this
currency into retirement as soon as the emergency passes.

Such a currency could be used only to lessen the evil effects of the
too rapid liquidation of credits which are collapsing under a financial
panic, but could not be profitably used as a basis of business specula-
tion and inflation. It should be to the business community what the
clearing-house certificates are to our cities in times of panic—a remedy
for an emergency, not an instrument of current business.

The tables hereinbefore referred to are as follows:
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TaBLE I.—CAPITAL, ASSETS, CLAIMS PROVED, DIVIDENDS PaIp; Tor Toral REAL
UPON FINAL LIQUIDATION OF INSOLVENT NATIONAL BANKS, THE AFFAIRS OF
GEQOGRAPHICAL DIVISIONS.

Dividends paxd.
Num- : T[T
Geographical divisions. ber of | Capital. | Total assets. Clzi}:g

banks. p : Amount. |Per cent.

New England...coeeceiviinnnea. 10 | $2,571,300 | $17,195,440 $11, 508,420 | $9, 626, 055 83. 64
Eastern.... 50 9, 155, 600 31,135,897 | 18,399,239 | 14,469,195 78. 64
Southern 33| 4,775,000 15, 263,365 | 10,111,715 | 6,611,266 65.38
Middle .. . 44 | 9,122,000 24,153,212 | 11, 167,256 | 7,996,983 71.61
Western. oo oo iiereeieancans 44 3, 382, 000 9. 308,471 3, 562, 511 2,195, 061 61.79
PacifiC.ceuiciiaciseenineannn. 14 | 1,725,000 5,687,777 | 2,628,811 | 1,644,705 62.56
Total coevneeeieiiiiiiannns 195 | 30,730,900 | 102,744,162 | 57,367,958 | 42, 543, 265 74.16

TABLE II.—CAPITAL, ASSETS, CLAIMS PROVED, DIVIDENDS PAID; THR TOTAL REAL
FINAL LIQUIDATION OF INSOLVENT NATIONAL BANKS, ARRANGED BY CLASSES,

!
i Dividends paid.
Class. }‘T):;n Gapital. | Total assets. I()“l}:‘l,g’;_
Amount. |Per cent.
$50,000 oo reeeeeneiannns 66 | 3,280,000 |  $3,733,255 | $4,424,178 | 42, 639, 618 64. 64
$100,000 ... .ol 61| 5634000 | 18,034 108 | 9,891,367 | 6,262,487 63, 31
TOtal e oeenneaneannenns 127 | 8,914,000 | 26,767,453 | 14,315,545 | 9,122,105 63.72
$200,060 . . 37 | 6,355,600 | 17,748,526 | 9,211,748 | 7,321,036 79.47
$300.000 16| 4,350,000 | 16,369,761 | 9,042,532 | 6 866,897 75.94
$300,000 e oot 9| 4,300,000 | 23,402,935 | 16,558, 203 | 12, 441,201 75.13
@ver $500,000 ..o .0 oirianions 6| 6811,300 | 18,455,487 | 8,239,030 | 6,792,026 82,43
Total .eneneieeeaannnns 68 | 21,816,900 | 75,976,700 | 43,052, 413 | 33, 421, 160 77.62
Grand $otal..emeeenrennns 105 | 50,780,900 | 102,744,102 | 57,367, 938 | 42, 543, 265 T s
i

STATES EMBRACED WITHIN THE GEOGRAPHICAL

Neoew England: Maine, New Hampshire, Vermont, Massachusetts, Rhode Island, Connecticut.
Southern: Virginia, West Virginia, North Carolina, South Carolina, Georgia, Florida, Alabama, Mis
‘Wisconsin, Minnesota, Iowa, Missouri.
Oregon, California, Idaho, Utah, Nevada, Arizona,

Classification by capital stock is as follows: First division includes banks of $50,000; second, over
and not exceeding $300,000; fifth, over $300,000 and not exeeeding $500.000, and sixth, over $500,000,

Western: North Dakota, South Dakota, Nebraska, Kansas,
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XXVII

1ZED FROM ASSETS, AND THE RATIO OF VALUABLE ASSETS TO NOMINAL ASSETS
WHICH HAVE BEEN FINALLY CLOSED, 1865 TO MAY, 1898-—CLASSIFICATION BY

Geographical divisions.

Offsets, dividends, cte.

Eastern.....
Southern
Middle..
Western

Ratio of
valuable as-

P . sets to nom-

Offscts nyédfgnds ‘Lgarzls 1’“{“1 Total realized| inal assets

allowed. i gom ‘ll)n L OUNET (flqs' from assets. | upon final
assets, ursements. liguidation.

Per cent.

$1, 361,106 $8, 450, 272 $386, 046 | $10, 207, 324 54, 36
2,980,153 11, 831, 870 2, 398, 475 17, 260, 498 55. 44
705, 499 5, 625, 641 477,224 6, 808, 364 44.61
2, 878, 784 6, 875, 456 2, 042,152 11, 796, 392 48. 84
578, 852 1, 470, 922 1,033,518 3, 083, 292 33.12
594,573 1,452, 295 491, 737 2,538, 605 44. 63

6, 830, 052 51, 694, 475 50.31

9,008,967 | 83,765, 456
I

IZED FROM ASSETS, AND THE RATIO OF VALUABLE ASSETS TO NOMINAL ASSETS UPON
THE AFFAIRS OF WHICH HAVE BEEN FINaLLy CLosED, 1865 1o May, 1898,

Offsets, dividends, etc.

Ratio of
valuable as-
sets (repre-

‘[ senfed by
Class. Dividends | Loans paid ggg?l?yeilcv)b
gf?ﬁa p:‘lid from jand oﬂ‘w,}r dis- Eﬂtﬁ ﬁgzgf:d to nominal
o - assets. bursements. | 1TOM 4 * lassets upon
! final liqui-
! dation.
| Per cont.
$50.00¢ $551,975 $2, 268, 559 $644, 800 $3, 465, 334 39. 68
$100,000 1, 231, 329 5, 259, 575 1, 093, 226 7,584, 130 42.05
Total....cooevemiiiinaniaa. 1,783, 304 7,528,134 1,738, 026 11, 049, 464 41.28
$200,000 +ennennenanan e aonans 1, 342, 603 5,858,655 | 693, 063 7,895, 311 44.48
$300,000 . . 1, 867, 693 5,716, 873 1, 544, 996 8, 629, 562 52.72
$500,000 ... . 3, 550, 958 11, 506, 301 264, 366 15, 321, 625 65. 47
Over $500,000. ... .cooinnnaas 1, 054, 319 5,155, 493 2,588, 701 8,798, 513 47.67
Total...ooeeveieeinneanan. 7,315, 663 i 28, 237, 322 5,002,026 | 40,645,011 53,50
Grand total ............... 9, 028, 967 {_és, 765, 456 | ;51,604,475 | 50.31
! . |

DIVISIONS REFERRED TO IN TABLES.

Eastern: New York, New Jersey, Pennsylvania, Delaware, Maryland, District of Columbia,
sigsippi, Louisiana, Texas, Arkansas, Kentucky, Tennessee. Middle: Ohio, Indiana, I1linois, Michigan,
Montana, Wyoming, Colorado, New Mexico, Oklahoma, Indian Territery. Paeific:

Washington,

$50,000 and not exceeding $100,000; tidrd, over $100,000 and not exceeding $200,000; fourtlh, over $200,000
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TABLE ITI.—ESTIMATED Lo0ss To DrpPoSITORS OF INSOLVENT NATIONAL BANKS,
WITH CIRCULATION A PREFERRED CLAIM—ISSUES EQuALING 100, 80, AND 60 PER
CENT OF CAPITAL—CLASSIFICATION BY GEOGRAPHICAL DIVISIONS.

D;g?l“ll:l‘l‘;s Pelr cent of P
aid deposi- 0SS on or-
v tors on Dividends cla;ms by c%nlt 280
claims, as | - which p{e erenc?l ot loss
Per shown by | would re- gir[gl‘;)lgg{?n u%)]f;‘
cent of preceding | main after | Per cent being the |amount
divi- tables, in. | deducting | of divi- diﬂ‘e?@nco vty
dends creased by |circulation| dends botween thel ally re-
actual- receipts | (less 5per | which orcentae ;eined
X 1y paid which | cent fund) WOII(}d be| P of (lixl/ib bydé-
. s um- ; deposi- would be | asa pre- | paid on ot e
v%eigﬁr?)ph%%ﬂ e(}sb ber of | tors on [Circulation.| received Iferredclaim! claims dg}ﬁds ‘;’(;flu' IL()rS;t
» by > @ banks.| claims from circu-|{ from divi- | proved, de f) ];to s | which
proved, lation, less | dends on_ | after de- onp o?aim: wonld
as 5 per cent | claims and | ducting roved. and resullt
shown fund, in the] receipts | circula- {)h epercent. {rom
by pre- same ratio ! from circu-| tion, less a epwhich " refor-
ceding as that of | latiom, as |5percent ‘f}( 1d be Sn oo of
tables. valuable as-| shown by | fund. ;‘; lon oy
- setstonoml| previous o pal P g
nal assets | column. claims after| pose
shown in deducting |circula-
preceding proposed | tiom,
tables. circulation.
10}) per .ce')lu
of capital.
New England..... 10 | 83,64 ; $2,571,300 :$1l, 076,062 | $8, 633,327 75,02 8.62 10.30
g
Eastern. . 50 | 78.64 | 9,155,600 | 19,291,266 ! 10, 593, 446 57.58 21. 06 26,78
Southern 33 65,38 | 4,775,000 | 8,634,887 4, 098, 637 40. 53 24. 85 38.00
Middle........... 4t | 71.61 | 9,122,000 | 12,229,408 | 3,563, 500 31.91 39.70 55. 44
‘Western . . 44 | 61.79 | 3,382,000 ! 3,259,173 46, 273 1.30 G0, 49 97.89
Pacific..... ceennen 14 | 62.56 | 1,725,000 2,376,079 737,329 28. 05 34.51 55.16
Total ....... 195 74.16 | 30,730,900 | 56, 866, 875 ] 27, 672, 520 48.24 25.92 34.905
! i 80 per cmlt
| of capital.
New England..... 10, 83.64 | 2,057,040 | 10,786,060 | 8,831,872 76.74 6. 60 8.25
Eastern........ 60 ; 78.64 7,324,480 | 18,326, 852 | 11, 368, 596 61.79 16. 85 21.42
Southern .... 33 ©5.38 3,820,000 ) 8,230,162 | 4,601,162 45. 50 19. 88 30.41
Middle....... 44 | 7161 7,297 60V § 11,382,923 { 4,450,208 39.85 31.76 44,35
Western..... 44 | 61.79 2,705,600 | 3,046, 350 476, 030 13. 40 48. 39 78.31
Pacific.......... 14 62.56 1,580,000 | 2,229,804 918, 804 34.95 27.61 44,13
Total ....... B —igf;— 74.16 | 24, 584,720 | 54, 002, 151 | 30, 646, 667 53. 42 20,74 27.97
T €O per cm%t
. of capital.
New England..... 10 | 83.64 1,542, 780 | 10,496,059 | 9,030,418 78.47 5.17 6.18
g
Eastern...... . 50 78. 64 5,493,360 | 17,862, 437 | 12,143, 745 66. ¢0 12. 64 16.07
Southern .... 33| 65.58 , 2,865,000| 7,6825,438 | 5,103,688 50. 47 14,91 22, 80
Middle ...... 44 71.61 5,473,200 | 10, 536,438 © 5, 336, 898 47.79 23.82 33. 26
Western..... . 44 GL. 79 2,029, 260 | 2, 833,528 905, 788 25. 50 36.29 58.73
Pacific.c.acaaants 14 1 62,56 { 1,035,000 | 2,083,529 ! 1, 100, 279 41.85 20.71 33.10
Total ....... 195 1 74.16 | 18,438, 540 | 51,137,429 , 33, 620, 816 ! 58. fi} i 15. 55 20.97
| |

a See foot note, Table I,
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NATIONAL BANKs,

WITH CIRCULATION A PREFERRED Crami—Issurks EquarLning 100, 80, AND 60

PER CENT OF TUE CAPITAL STOCK—CLASSIFICATION OF BANKS BY CAPITAL STOCK.
i ]
i : Dividends
1 l actnally Peir ‘cent of P
! ‘paid dcposi- s NN oy
torson | Dividends ¢ al;ns y cepl age
: claims, as | which pfre erenu(ai of loss
! Per shown by | would re- | po. oong gul()’l;l(ig:f:n llt]])]()Il
+ cent of preceding | main after of divi- | beiug the amoent
divi- tables, in" | deducting | ) "t dxlfé%ence actu
dends creased by |circulation | (9RO CUERONES | SO
actual- roceipts | (less 5 per would be | percentage cei}vz I-
ly paid which cent fund) | T p of divic | by a ¢
Num. |deposi- wonld be | asa pre- %laims donds aota- J}O,Si?‘.
Class of banks. |ber v |tors on Cireulation.| received ferredclaimi = ciq |70 0550 1ors ;
banks.| claims from circu- | from divi- :ft'ter e | do Y)Sll)tar‘é win
proved, lation, less | dends on |}y i onpclaxmq ould
as 5 per cent ; claims and cii‘cula% roved, and w 1“‘
shown fund, inthe| receipts | .o "y 0 El\e e(rcer?t- rfls(;l
by pre- same ratio | from circu- 5'1 ‘b o a.ﬁé) hich « | N Im
ceding as thot of | lation, as li‘um{mn e vlvdut;e é rge‘“i
tables. valuable as-| shown by . 1‘1]d on ’ 1;)10_0
; 83;%?;;2?;" gz‘fl‘l’::;:s claims after’ posed
shown in - deducting | eircula-
the preced- { proposed | tion.
; g It,)‘tblee cireulation. i
| ng tables.
100 per cent : !
: of capital. ! ’
950,000 ccoennnn.. . 66 €4.64 | $3,280, 000 | $4, 006,046 ;  $980, 046 22.15 42,49 = 65.73
$100,000..cae...... 61 63.31 5,634,000 | 8,513,129 | 3,160, 829 31.96 31.:35 49. 52
Total ....... 127 63,72 | 8,914,000 | 12,609,175 | 4,140,875 28. 9.] 34.79 i 54,59
$200,000 37 79.47 | 9,355,600 | 10,006, 658 | 3,968,838 43.08 36.89 1 45,79
$300,000 ... 16 75.94 | 4,350,000 | 9,045,551 4,913, 051 54.33 21,61 . 28.46
$500,000 9 75.13 4,300, 000 | 15,115, 650 | 11, 030, 650 66. 62 8.51 1 11.33
Over $500,00 6 82.43 6,811,300 | 9,876,625 | 3,405,890 41.33 41.10 | 49.86
Total ....... 68 77.62 | 21,816,900 | 44,044,484 | 23,318,429 54.16
Grand total.| 195 | 74.16 | 30,730,500 | 56,653,659 | 27,450,304 |  47.87
T 850 per cent
of capital. I
$50,000 .. 66 | 64.64 | 2,624,000 | 3,848,761 | 1,855, 961 30. 65 33.99 | 52.58
$100,000 . 61| 62.31 | 4, 507,200 { 8. 063000 3,781,160 38.23 25.08 | 80,61
Total ....... 127 } 63.72 | 17,131,200 i 11,911,761 5,137,121 85. 88 27.84 43. 69
5,084,480 | 9,469,533 | 4,639,277 50, 36 9.11 | 36.63
3,480,000 | 8,609,820 | 5,303,820 58. 65 17.29 1 22,97
1 3,440,000 | 14, 580, 760 | 11, 312,760 68. 32 6. 81 ; .06
6 5,449,040 | 9,259,705 | 4,083,117 49. 55 32.88 :  39.89
Total ....... 68 } 77.62 | 17,453,520 | 41,919, 818 | 25,338, 974 58. 86 18.76 24.17
Grand total.i 195 | 74 16 | 24,584,720 | 53, 831, 579 | 30, 476, 095 53.12 21,04 ] 28 37
| 60 per cent - | ’ Ty i
| of capital. |
$30,000 ... ... .. 66 ¢ 64.64 | 1,968,000 | 3,601,475 | 1,731,875 39.15 256,49 [ 39.43
$109,600 .. ..coo.. .. 61 63. 81 3,380,400 | 7,612,872 | 4,401,492 44, 50 18.81 | 29.71
Total ....... 127 | 63.72 | 5,348,400 ; 11, 214, 347 6,133, 367 42. 84 20. 88 J2T7
$200,000 TU87 4 7917 | 3,813,360 | 8,932,409 | 5,809,717 |  57.64 21.83 | o7.47
$300.000. .. 16 75. 94 2, 610, ()00 8,174,089 | 5,694,589 62, 98 12. 46 17. 06
$500.000 9 75.13 2,580,000 ; 14, 045,870 | 11, 594, 870 70. 02 5.11 6. 80
Over $500,000 ..... 6| 82.43 4, 086, 780 8, 642,785 | 4,760,344 57.77 24. 66 29.92
Total ....... 63 % 77.62 1 13,000, 140 | 89,795,153 | 27, 359. 520 63. 55 B 14. 07 18.13
Grand total.| 195 7416 | 16,438,540 | 51,009,500 | 35,402,857 | 58,58 15.78 | 2128
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NATIONAL-BANK EXAMINERS.

The character of the work performed by the national-bank examiners,
is most important in its relation to all sections of our country, and to
all classes of our peoyle.

For the proper conduct of the work of supervision of our national
banks, examiners must be men of the highest personal character, and
extended business experience. They should be men who possess some
skill in accounting, and at the same time the business judgment to
enable them to intelligently pass upon the lines of credit extended by
banks under their supervision,

The appointment by the Comptroller to these important pesitions, of
competent and able men, is one of the most sacred duties of his office.
To protect by every possible safegunard their independence and disin-
terestedness, is equally important. 'With this latter object in view, the
Comptroller has forbidden the practice which he found in existence in
some of the larger cities, of the employment of the examiners by banks
of their district in special examination work for the benefit of the bank,
and not for the Comptroller’s office. This practice had a tendency to
interfere with the rigid impartiality which should characterize the work
of a Government official.

During the year the Comptroller has extended over the cities of New
York, Boston, Philadelplia, and Baltimore the system of semiannnal
visitations by examiners, in force in all other sections of the country.
He has utilized, with some benefit, the examiners in investigationsinto
the credit of heavy debtors of banks, where such indebtedness consti-
tuted a menace to the safety of the banks, and where, despite the crit-
icisms of the Comptroller and the efforts of the bank officials, no mate-
rial reductions in the amount of the indebtedness conld be had.

The necessity for such investigation sometimes arises, and whenever
they have been made, the result has been most beneficial.

The verification, by more extended investigation than is possible in
the ordinary examination of a bank, of the ex parte statements of
interested officials, as to the safety of large, permanent, and unredueible
loans, sometimes becomes of vital importanece in determining the course
of the Comptroller in closing a bank or allowing it to remain open.

For the purposes of this work he recommends an increase in the
annual fund provided for examinations of bank-note plates, and for
compensation of examiners engaged in special examinations, of $2,600,
making the fund $3,000 instead of $1,000, as at present.

LIMITATION OF LOANS,

One of the most important reforms needed in the present national
banking law, is a proper provision limiting the amount which can be
loaned to any one individual or corporation, in order to insure a general
distribution of loans, and to prevent an improper concentration of a
bank’s funds in the hands of a few borrowers. The provision of the
present national banking law designed to carry into effect this important
priueiple is as follows:

SEC. 5200. The total liabilities to any association of any person, or of any com-
pany, corporation, or firm, for money borrowed, including in the liabilities of & com-

pany or firm the liabiiities of the several members thereof, shall at no time exceed
one-tenth part of the amount of the capital stock of such association actually paid
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in. But the discount of bills of exchange drawn in good faith against aclually
existing values, and the discount of comiercial or business paper actually owned by
the person negotiating the same, shall not be considered as money borrowed.

Almost as if in admission of the fact that this provision is nnscien-
tific, and ill adapted to earry into practical effect the great principles of
protection to depositors and shareholders, subserved by generally dis-
tributed and safe loans, the present law provides no specific penalty
against individuals which the Comptroller can apply for violations of
this section in the making of exeessive loans, where such violations do
not affect the solvency of the bank, nor justify the appointment of a
receiver.

A United States court, under the general provision of the law pro-
viding for the forfeiture of the franchises of a bank for any viclations
of the banking act, might adjudicate the question of fact as to such
violations, but could apply no other remedy than forfeiture of franchise.

Sinee the institution of the national banking system the violation
of this provision has been common; and the Comptroller, though allow-
iug no known violation to escape his written protest, finds great practi-
cal difficulty in his endeavors to enforce this requirement.

On September 20, 1898, the date of the last call by the Comptroller
for statements of condition of national banks, 1,124 banks, constitut-
ing nearly one-third of the entire number of banks in the system,
reported loans in excess of the limit allowed by section 5200, Revised
Statutes of the United States.

The principles underlying the present provision of the law, are as
valuable to depositors and sharcholders in their application to the
banks of the larger commmunities, as to the banks of the smaller com-
munities; but the observance of this provision, while not iuterfering
with the current requirements of either the banks or the public in
smaller communities, proves an almost insurmountable obstruction to
the business of our larger cities.

The present need is for an amendment to this provision, which, while
compelling, under penalties, the safe and proper distribution of loans
of larger banks, will enable them to loan more nearly the same per cent
of their total assets which the present provision allows to small banks.
Tu this way the officers of larger banks can supply the proper needs of
the larger communities without disregarding thelaw, and the Comptrol-
ler ean hold them under persoual penalty to strict observance of the
amended law, which when disregarded would indicate improper distri-
bution of loans, something which infractions of the present provisions
in the case of many banks do not necessarily indicate.

The greater ratio borne by banking resources to banking capital in
the larger communities, as compared with the like ratio in smaller
communities, is respousible for the defective and unequal working of
the present provision.

The average ratio of rescurces to the average capital of the 47 national
banks in the city of New York is as 18 is to 1; of the 17 national banks
in Chicago as 10.2 is to 1; of the 6 national banks in St. Louis as 7.3
is to 1; of the 257 national banks in other reserve cities as 6.6 is to 1;
while in 3,255 country banks the ratio is but as 4.7 is to 1.

The law limiting loans to 10 per cen? of the capital, when applied to
the 3,255 banks of the smaller communities ot the country, as a whole
would allow the loaning of 2.14 per ceut of their total assets to one indi-
vidual. As compared with this, the banks of the city of New York, on
the average, could not loan over fifty-six one-hundredths of 1 per cent
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of their total assets to any one individual; the banks of Chicago not
over ninety-eight one-hundredths per cent of their total assets; the
banks of St. Louis not over 1.4 per cent of their total assets; the banks
of other reserve cities not over 1,51 per cent of their total assets.

In other words, the proportion of their assets which the country
banks of the United States can loan, in striet compliance with section
5200, to one individual, is sixty-three one-hundredths of 1 per cent
greater than in 257 reserve cities, seventy-four one-hundredths of 1 per
cent greater than in St. Louis, over twice as great as in Chicago, and
nearly four times as great as in the city of New York,

This provision as it stands at present constitutes an incentive to the
making of loans the larger in proportion to the total assets of banks in
smaller communities, where, as a rule, large loans which are safe, are
the most difficult to secure; while in the larger business centers of the
country, where commercial conditions create a certain demand both
from banks and borrowers for large and safe loans, its effect is the
reverse to such an extent as to be injurious. )

A bank with smaller loans, is not necessarily a bank with the more
distributed and sate loans. A bank with $100,000 capital and $160,000
deposits, the latter being loaned in the maximum amounts allowed by
thie present provision (to wit, to 10 individuals at $10,000 each) has
not as well-distributed loans as a bank of $1,000,000 eapital and
$5,000,000 deposits, the latter loaned to 50 people at the maximum of
$100,000 each, In the former case the loans are distributed among
only 10 people and in the latter case among 50 people, and yet in each
case there is strict compliance with the 10 per cent restriction,

One of the objects evidently designed to be subserved by the present
provision of the law, was the protection of the capital of a bank, as
distinguished from other assets of the bank.

The framers of the section undoubtedly considered the capital of a
bank as a greater safeguard for the depositors against loss, when not
over one-tenth part of it was loaned to a single individual or corpora-
tion without security. They recoguized the fact, however, that when
outside security was had for loans, the capital did not need for its
protection the 10 per cent restriction; and they provided accordingly
for the exemption from the restriction of a certain class of secured
loans, as follows:

But the discount of bills of exchange drawn in good faith against actually exist-
ing values, and the disconnt of commercial or business paper actnally owned by the
person negotiating the same, shall not be considered as money borrowed.

In the modification of section 5200, which we will recommend, we
invoke the same principle of outside security for the protection of the
capital against loss upon loans exceeding the 10 per cent limit.

The size of a loan is of itself, no indication either of its strength or
weakness, If the size of a loan is not such as to be an undue concen-
tration of the assets of a banking institution in the hands of one indi-
vidual or corporation, thus depriving its creditors and shareholders of
the safety of the law of average, it is not wise, either upon economic
grounds or upon grounds of publi¢ policy, to forbid it by law.

If, however, the size of a loan is such as to canse such undue con-
centration, its prevention is justifiable on both grounds.

Recognizing these truths, it is the easier to understand why in many
instances a strict compliance with this provision of the law (sec. 5200,
R. 8. U. 8.) is consistent with all the needs of the current business
of a small community and a proper protection to both banks and the
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public, yet in some larger communities it seriously interferes with the
busiuness requirements of both the banks and the publi¢, and adds in
no way to the safety of the depositor.

The limit of the amount of single lecans to an arbitrary percentage
of either the capital, or the snm of the capital and surplus of a bank,
does not insure a general or proper distribution of loans in all cases.
Since, as stated before, the size of a loan is not, per se, related to its
safety, the more important proportion to cousider, when endeavoring
to regulate the distribution of loans by law, is that of the amount of
the loan to the total assets, rather than that of the loan to the amount
of the capital,

Grounds of public policy suggest as advisable the largest liberty in
loans, not inconsistent with the absolute safety of the depositor.

The habitual disregard of the preseunt provision by the officers of so
many banks, interferes with the proper supervision of the banks by the
Comptroller, and tends to create indifference to the other restrictions of
the national banking law.

The failure of the present law to provide the power {o apply a per-
sonal penalty for the making of excessive loans, sometimes embarrasses
the Comptroller in endeavoring to chieck tendencies toward recklessness
in loaning, which point to the ultimate ruin of a banking institution.

As before stated the present provision, when properly altered, should
allow the banks of larger commmunities to have more nearly the priv-
ilege of loaning a given per cent of their total assets to one individual,
which now belongs, under a strict compliance with the present pro-
vision, to the banks of the smaller communities. From this privilege
they are now debarred by law.

The desired results can be obtained, in our judgment, by adding,
after the words, in section 5200, ‘‘shall at no time exceed one-tenth part
of the amount of the capital stock of such association actually paid in”
the following words:

Provided, That the restriction of this section as to the amount of total liabilities
to any association, of any person, or of any company, corporation, or firm for money
borrowed, shall not apply where a loan in excess of one-tenth part of the capital
stock shall be less than two per cent ot the total assets of said bank at the time of
making said loan. Said loan shall be at all times protected by collateral security
equal to or greater in value than the excess in the amonnt of said loan over one-tenth
of the capital stock.

A strict and personal penalty enforceable by the Comptroller, should
then be provided for infractions of the amended section by the officers
of banks, to enable the Comptroller to successfully enforce general
and strict compliance with its terms.

The suggested amendment will make section 5200 just and equitable
in its relation to all national banks, and to all communities of our coun-
try, large and small, which it is not at present.

It would not lessen the amount which the smaller banks can now
loan in compliance with the section as it stands at present. At the
same time it would not allow the larger banks to loan to any one indi-
vidual or corporation more than 10 per cent of their capital, unless
such loan, in addition to being secured for the excess, would still
amount to & less per cent of their total assets, than the per cent of total
assets which the smaller banks can now loan under the section as it
stands at present.

Section 5200 thus amended will not interfere, as at preseut, with the
right of the banks in the larger communities to meet the legitimate
requirements of business in these commercial centers. It will enable

CUR 95—3
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the Comptroller, by its enforcement, to prevent an undue concentration
of loans and conserve their general distribution.

Under the section thus amended, the capital of a bank will be pro-
tected, inasmuch as no loan in excess of the 10 per cent limit can then
be made, except upon proper collateral security.

The penalty claunse will enable the Comptroller not only to limit the
size, but to enforce the securing of excessive loans.

The following table shows the inequality of the present law in its
practical effects upon the banks of larger and smaller communities, so
far as the possible distribution of loans is concerned:

| Maximum | Ratio of | Average maximum

Number
\ - average |average re- loan to average
Banks in— (Erf“llmrnlis rAS‘()?lI;flcie %; e{é]a © | loan 10 per| sources to| resources now al-
8}9 ) | T S PHAL 1 cent of cap- average lowed by sec,
: ital. capital. 5200,
New York City...... 47 1$18, 598,379 | $1, 036,170 $103, 617 18 tol | ¥ of 1 per cent.
Chicago 17 | 11,632,219 § 1,144,118 114, 411 10.2 to 1 | %% of 1 per cent.
St. Louis vuseeesnocss 6 | 10,257,586 | 1,400,000 140, 000 7.3to1 | 1.4 per cent.
All central reserve -
cities ..oeimviinanna. 70 | 16,191,676 | 1,003,571 109, 357 14.8to 1 | ¥°f; of 1 per cent,
Other reserve cities.. 257 | 3,909,561 591, 343 59,134 6.6 to1 | 1.51 per cent.
Country banks ...... 3,255 565, 130 120, 888 12,088 4.7to 1| 2.14 per cent.
Thnited States.. 3,582 | 1,110,462 173, 650 17,365 6.4to1 | 1.56 per cent.

For the purpose of ascertaining the general result of the suggested
amendment to section 5200, U, 8. R. S., an examination has been made
of the reports of condition of the national banks of date July 14, 1898,
and examiners’ reports for approximate dates nearest thereto. In the
following table is set forth the number of banks in reserved cities
named, total loans outstanding November 1, loans in excess of the
legal limit, loans which would be excessive if allowed to the limit of 2
per cent of the total resources, and number of banks in which loaus
equaling 10 per cent of their capital would be greater than 2 per cent
of total assets, the loaning power of which the proposed limit would
not increase. The table also shows similar information relative to one
hundred banks selected at random from various sections of the country,
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! | Number of
! banks in which
| loans equaling
| Number of | 10 per cent of
l;l‘otatl. lnum~ Number of | loans inf i ﬂ:‘;ﬁgqigﬁl
P er of loans| excessive | excess o
Cities, | 3%{3})‘3 outstand- |loans under| the pro- | gre:l?%g;]:?%
|01 PAES ing Nov. 1,1 section posed 2 t(ﬁ'ﬂ osots
| 1898, 5200, per cent thé Io:irliug’
' limit. power of which
tho proposed
i limit would
| not jncrease.
New York 47 29,919 504 30 ! 2
Chicago 17 17, 652 53 12 i 2
St. Louis . 6 7,791 24 10 ; ¢
Total. oo ! 70 55, 362 581 52 l 4
Boaton. 52! 43,123 9 1 28
Albany . 6 4,326 52 17 0
Brooklyn..... 5 2,510 32 4 0
Philadelphia .............. ... 37 ! 25,134 145 ; 38 | 1
Pittsburg ...l 30 | 20, 574 48 14 10
Baltimore . c.coovioniioiii i 22! 15, 533 35 11 16
Washington ............c.oiaiia 11 9,471 21 5 4
Savannah «..oeeniiii i iaia 2 1,230 2 0 2
New Orleans. .......cooeaeneaaaion ' 7 ! 4, 605 62 2 2
Louisvillo ... .. ooouiuiini i, ! 6! 5,216 7 2. 4
Honston veveuevueeiimmmennnennnnna. 5 1,421 24 1! 4
Cincinnati 13 | 14, 542 14 51 0
Cleveland 13 ¢ 19, 211 27 12 5
Detroit. .. 6 5, 600 10 2 1
MilwauKkee. - o.ooeoeneiiiieaaaanns 5 6, 853 6 11 1
Dea Moines ..ocveecaenncancanannnes 4 2, 969 2 0 ‘r 1
St.Paul ... 5 : 2,788 4 2, 3
Minneapolis 6 : 2,951 14 21 5
Kansas City i 5! 3,011 31 9 0
St J0seph. .. it eaiaeeaann, 2 1,447 21 4 0
Linecolu .. 3 1,190 3 0 3
03307 |7 8, 4,288 8 1 4
San Francisee. coeae e iveranenneenas 4 2,120 6 2 2
TO AL -+ eeme e veiaae e eaaaas 257 | 191,519 573 | 135 | 96
Total all reserve citieg.......... 327 | 246, 881 1,154 187 | 100
Comntry.oene i 100 | 51, 550 250 83 i 54

T SO 427 1 208,431 1,404 | 275 | 154
| ; | |

INSOLVIINT BANKS,

The Comptroller of the Currency is charged with general responsi-
bility for the proper liquidation and distribution of the assets of the
insolvent banks of the conntry, in the hands of receivers appointed by
liim.

At present the assets of insolvent national banks of the conntry under
his direction, are of the nowninal value of $48,000,000.

The decision of questions which are daily submitted by different
receivers as to the proper disposition of these assets, scattered as they
are threughout every section of the country, and consisting of the most
diversified kinds of property, constitute a most exacting and often per-
Mexing part of the general duties of the office.

During the past year efforts have been made to cut down the expenses
of receiverships, and hasten the fiual liquidation of the trusts., An
annunal saving approximating $100,000 has been effected by the reduc-
ion of the salaries of receivers and attorneys, to correspond with the
gradually lessening assets consequent upen the progress of liquidation,
and by the consolidation of various receiverships in the hands of fewer
receivers,
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Including the receivers appointed to take charge of banks which
have failed during the year, the total number of receivers now at work
is 113, a reduction of 14 since the last report of this oflice was issued.

The books and remaining personal assets of eleven receiverships have
been removed to Washington, and are managed by one receiver and two
assistants, thus dispensing with ten receivers and five clerks, and result-
ing in other economies. These latter recciverships were of banks in the
last stages of liquidation, with slow assets, of a uature which would
involve serious loss at forced sale, or which were involved in unfinished
litigation, Kight other receiverships are in process of removal to this
office, which will result in digpensing with nineteen receivers in all,

With somne marked exceptions, the experience of the office shows that
the indifference of local receivers to the demands of the business of
their trusts, has a tendency to grow, as the assets of the trust and their
compensation diminish; and the results of the policy of consolidations
of trusts has thus far amply justified the steps taken.

RULING AS TO SECOND ASSESSMENTS UPON STOCKEHOLDERS AND
REBATE TO STOCKHOLDERS IN CASE OfF INCOKRECT ASSESSMENTS.

The practice of this office heretofore has been when an assessment
upon stockholders is once decided upon as the proper one to cover a
deficiency in the assets of an insolvent bauk and to reimburse deposit-
ors, to regard such levy as irrevocable and unchangeable, notwith-
standing fartber developments in the administration of a trust may
demonstrate error in the assessment.

This practice the Comptroller has found in many cases, to be incon-
sistent with the exact fulfillment of the law.

If an ordinary trustee, representing two parties to a settlement, is
charged with the collection of a debt for one from the other, and after
collecting the amount which he believed to be due, discovers afterwards
that he has only collected half the amount really due, it is his unques-
tionable duty to proceed once more to collect the unpaid balance. In
like mapnmner, if such a trustee collects what he considers the amount of
the debt, and discovers afterwards that he has collected twice the
amount actually due, it is his unquestionable duty to return the half of
the amount unjustly collected, to the wronged party. No trustee, upon
the discovery of his mistake in either instance, would be justified in
claiming that his first action was final, and that he owed no further
duty to the parties involved.

The Comptroller, therefore, acting as trustee for the proper protection
ot the interests involved, can not rightfully refrain from making second
assessments against stockholders, where the first assessment was too
small, or refuse to return to stockhbolders a portion of their paid assess-
ments, when they were made in the first instance, through error, in an
amount larger than that allowed by law.

An assessment is made against the stockholders of an insolvent bank
to cover the difference between the claims against it, and the value of
its assets.

When the assessment is made after all the assets have been disposed
of, there is little likelihood of mistake by the Comptroller and the
receiver in the fixing of the amount; but when the assessment is made
prior to the final liquidation of the assets, as is generally the case, it is
based upon the difference between the claims, and the amount which the
Comptroller and the receiver estimate as the cash value of the assets,
after deducting allowances for contingencies and expenses.

The diversified nature, location, and condition of the assets of insol-
vent banks is such, that some errors in the appraisement of the Comp-
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troller and receiver are inevitable and unavoidable. These errors if
they exist are of course developed by the final liquidation of the trust.
If the final liquidation develops that the total deficiency is so large
that it would not have been covered by a fully paid assessment of 100
per cent upon the stockholders, and a 100 per cent assessment had
already been declared, a former error in the estimate of the value of
the assets would of course be immaterial; but, if the former assess-
ment had been for a less amount than the 100 per cent, it is the Comp-
troller’s plain duty as trustee in the interest of the creditors, for the
collection of the legal liabilities of the stockholders, to make a second
assessment, for an amount which, with the former assessment, would
equal the full stockholders’ liability, to wit, 100 per cent.

And thus, with any other error in deficient assessments, a second
assessment should be made to cover the difference between the defi-
ciency as estimated, and the deficiency as developed by final liquidation.

In like manuer, when the estimate of the deficiency upon which the
assessment was based proves to be too large, it is evident that the
Comptroller has collected from the stockholders a greater sum than
that which the law gives him authority to collect, and it is his duty to
return the excess to the contributing stockholders.

There can be no reasonable dissent from these propositions. In their
practical application it will sometimes happen that a return of an ille-
gally collected excess will be made to stockholders, and at the same time,
the creditors of the same baunk will not have been paid in full.

This arises from the fact that the Comptroller can assbss against each
stockholder under the law, only that proportion of the total deﬁcit which
his stock bears to the total stock, irrespective of whether or not, through
the insolvency of some of the stockholders,a portion of the total deficit
for which the assessment is made is uncollectible.

There are at present in the Comptroller’s hands eight insolvent banks
where a revision of the former assessment is necessary. In three ofthese
a second assessment against stockholders, in the interest of depositors,
has been made, and in five cases a rebate in assessments collected will
be returned to stockholders.

The Comptroller reproduces here a portion of holding of the United
States Supreme Court and the original ruling made by the Comptroller
thereunder, May 5, 1898, as more fully explaining the principles and
methods involved:

In the case of the United States v. Knox (102 U. 8., 425), the court uses the fol-
lowing language in outlining the process to be pur sued in fixing the separate liability
of the shareholders :

‘“In the process to be pursued to fix the amount of the separate liability of each
of the shareholders, it is necessary to ascertain (1) the whole amount of the par
value of all the stock held by «ll the sharcholders; (2) the amount of the deficit to
be paid after exhausting all the assets of the banlk; (3) then to apply the rule that
each shareholder shall contribute such sum as will bear the same proportion to the
whole amount of the deficit as his stock bears to the whole amount of the capital
stock of the bank at its par value. There is a limitation of this liability. It can
not in the aggregate exceed the entire amount of the par value of all the stock.

““The insolvency of one stockholder, or his being beyond the jurisdiction of the
court, does not in any wise affect the ]‘1ab111tv of another and if the bank itself, in
such case, holds any of its stock, it is regarded in all re@pects as if such stock were
in the hands of a natural person, and the extent of the several liability of the other
stockholders is computed accmdmgly ”  (Crease v. Babcock, 10 Metc. (Mass. ), 525.)

The court further says : ‘“Although assessments made by the Comptroller under
the circumstances of the first assessment in this case, and all other assessments, suc-
cessive or otherwise, not exceeding the par value of all the stock of the bank, are con-
clusive upon the stockholders, yet if he were to attempt to enforce one made clearly
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and palpably contrary to the views we have expressed, it can not be doubted thata
court of equity, if its aid were invoked, would probably restrain him by injunction.”

The Supreme Court of the United States having thus determined the basis upon
which, under the law, the Comptroller tixes the amount of the assessment to be levied
against the sharebolders ef an insolvent hank, no other course is proper than a recon-
sideration of the question of the amount of the deficiency when the matter is brought
Dbefore him upon complaint of eitlier depositors or stockholders, or where an error
becomes manifest to him in the course of the further adiministration of the trust.

The position of the Comptroller in his relations to the stockholders, is that of a
trustee for the collection, in the interest of the creditors, of all the legal liabilities
of the stockholders nnder the statute, and as further defined by the conrts.

In pursuance of this duty as trustee, when upon {urther administration of the trust
an error in a former assessment is demonstrated in estimating the deticiency in the
ascets of thetrust at too small an amount, it will become the duty of the Comptroller
to review the former action, and, if necessary, to Jevy an additional assessment upon
the stockholders of tle insolvent banlk, for the purpose of zollecting from each stock-
holder that proportion of the difference Letween the estimated and the actual
deficiency which the stock of the individunal stockholder bears to the total stock of
the banlk.

If, in the endeavor to enforce such liability through an error as to the exact defi-
ciency, there is collected a greater amount from the sharehelders than that for which
they are legally liable, the Comptreller then becomes trustee for the stockholders
who have paid such excess, charged with the retnrn of said excess to the contribu-
ting stockholders in the proportion in which they have paid their original assessment
to im. The determination of the amount to be returned to snch stockholders must
necessarily be deferred until the final closing of the trust, an amount being reserved
at all times in the hands of the Comptroller sufficient to atford full protection to said
eontributing shareholders against any contingency of change in the amonnt colleeted
from the assets, over the estimated value of assets at the time of the assessment.

The following illustrations taken frem the records of the office show
the application of the ruling:

In the case cf the 1 Paso National Bank, Il Paso, Tex., an assess-
ment of 35 per cent on the $150,000 of capital stock was levied Decem-
ber 26, 1894, After all the assets had been liquidated it appeared that
if the whole amount of the assessment, $52,600, had been collected, a
deficiency of $28,500 still existed, for which the shareholders were liable,
and on May 6, 1898, an aceounting having been made by the receiver,
the individual liability of the shareholders was further enforced by an
assessment of 19 per cent on the capital stock.

The process of ascertaining the deficiency is exemplified in the follow-
ing statement of the liabilities and resources of the bank:

LIABILITIES,

Claims at date of SUSPENSION ... et i ca e iiea e $263, 088, 00
Claims established since suspension ......... ... o oot 21, 568. 57
Total clalins .. ... o i i e i 284, 656. 57
Expenses:
Amount paid for betterment of assets ........ ... ...... $9,134. 35
Receiverssalary ... ....o. oo 12,749, 75
Legal oXpenses ..o ein it e cieieaaee e 3,444, 97
General exXpenses . ..... ... i iiiiiiiiii i 6, 547.55
31, 8753.62
Interest at 6 per cent from date of suspension to December 31,
On $161,947.45 claims proved ... ... ... . ili.o.... 54, 600. 19
Gn $2,914. 46 liabilities not proved....... ... ... ... ..... 831,62
_— 35,481, 81
Estimated cxpenses to date of final closing, December 31, 1898.......... 2, 000. 00

Total IHabilities  c.n o e e e et e e e cee ceece e amaan 354, 015. 00
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RESOURCES,
Collections from all sources, exclusive of $13,650 collected from assess-
ment of 35 per cent upon sharehelders........ ... . ... . ... $229,094. 70
Offsets allowed against liabilities . ... ... ... i, 43, 808, 28
Agsessment of 35 per cent upon shareholders. ..ol Ll 52, 500. 00
Total IesOurCes . .. i e cee e et ea e e 325, 402. 98
Remaining deficiency of assets...oo. oo il i oot 28, 612, 02

Or by the following statement of the liabilities and resources, the
same result is obtained:

LIABILITIES,

Claims proved . ... oo i et cee e 3161, 947. 45

Liabilities not proved 2,914, 46
Interest at legal rate from date of suspension to December 31, 1898, on
proved claims........... s eee e et teeae e e e, e 34, 600,19
On liabilities not proved . ..ounciimn i it i i iiiir e 881. 62
Estimated expenses of receivership to date of final elosing ............ 2, 000. 00
Total liabilities. ... i ieeea oot e 202, 343.72
RESOURCES.
Cash on deposit in United States Treasury..ocee.ooiiaiiiveiiiaeio.. 85. 02
Collections from assets, representing dividends paid to creditors on
$161,947.45 proved elaims. .. ..o 121, 136. 68
Agsessment, 35 per cent, upon shareholders.......... ... .ol 52, 500. 00
Total resources. . ... . ... .. ieeiioeea.... 173,731.70
Remaining deficieney of assets.. ... ..o .. LlollL 28, 612. 02

In the case of one national bank, in which an assessment of 70 per
cent had been levied upon its capital stock of $60,000, it has been ascer-
tained that an assessment of 32 per eent, if paid in full, would have
been sufficient in counection with the collections frem the assets, to pay
its liabilities, and that $6,856 of the amount collected from the share-
holders in excess of the amount that would have been payable on the
basis of an assessment at the latter rate, is returnable to them in the
following proportions, numbers being used to indicate the shareholders
who have paid the assessment of 70 per eent in whole or in part.

i ; i Assess-
: | Assess- | Amount ment 32 per| A?:I]‘mtf)f
Number Amount of  ment of 70 |collected in| cent, rep- 'inen{)ig’
Number of claim, lt hares.. capital | percent | cashon70 | resentin basis of 32
oL shares..  giock. | on capital i per eent | actual defi- SZ;S&M
. stock. gasbeaasa.\u]t‘.‘1 C]aes}]s%%,;)f lassessment.
. _ i - - - e e
N 10 $1, 000 $700 . $700 $320 $380
2 ieratieererarieee i 7 700 490 490 ! 224 266
1 5 500 350 | 350 | 160 160
G ettt 10 ¢ 1, 000 700 700 320 380
R 1, 100 70 70 | 32 33
Beir e iiiiie e eaeaeaaa, 10 1, 000 760 | 700 | 320 380
T teeeea e aeaaa 5 500 350 i 350 | 160 190
- 109 ; 10, 000 7,000 | 7,000 I 3,200 3, 800
D e ireerireear e, 2! 200 140 ! 140 64 76
PN 2! 200 140 | 140 (i} %6
T 60 6, 000 4,200 | 3, 000 1,920 1,080
Total evumnnnnnninaaan, i 212 ! 6,784 | 6, 856
|

21,200 | 14, 840 13,640 |
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All assets of the bank having been liquidated, the amount for which
the shareholders should have been assessed to meet the deficiency was
$19,200, instead of $42,000, as will appear from the following statement
of its liabilities and assets:

LIABILITIES,

Claims proved, upon which 60 per cent in dividends have been paid .... $28, 695,18
Claims not proved, as shown by the books ....... .. coociioiiiaal. 565. 58
Interest on above ¢laims to date . ..o veen iirnieccaeveenneacccevenmenannn 6, 793. 51
Total Habilities ... .. ... .. o i 36, 054, 27
ASSETS.
Cash on deposit in United States Treasury ... .. covoioimimannanans $5, 376, 20
Collections from assets representing dividends 60 per cent on $28,695.18
€laims Proved....c.oeiieiersiirerenenesaerroncerinteaceetecnrisennas 11, 478,07
Total a88et8 ..o ot i e e et eecaae e anan 16, 854. 27
Deficiency of as8ets...cun e e it i i 19, 200. 00
Assessment, 32 per cent, on $60,000 capital stock.......o....o... $19,200
Assessment, 70 per cent, on $60,000 capital stock........coooe.. 42, 000
Excess over amount of actual deficiency.............. .. 22, 800
Amount collected on 70 per cent assessment ............eeeeciencnaiaao. 13, 640. 00

Proportionate amount that would have been collected on 32 per cent

ASSESBMEeNT .. e iee et mauurursnrsacese sescnssnscss sacase snceessamsann 6, 784. 00
Amount collected on 212 shares of stock in excess of 32 per cent
b YCISTCISES) (T3 6, 856. 00

DOMESTIC BRANCH BANKING.

The Comptroller recommends, in accordance with former recommen-
dations of his predecessor, that domestic branch banking should be
legalized in communities of less than 2,000 inhabitants, many of which
are now unable to support independent banks. This would afford
some smaller communities banking privileges which are now without
them, but would not materially interfere with the scope of the work
now so well performed by the existing banks of the smaller communities.,

The main arguments which are advanced in favor of the granting of
more liberal privileges of branch banking than this, are based largely
upon the theory that with branch banking allowed in all communities,
irrespective of size, mmore uniform interest rates would prevail through-
out the country, and the flow of capital to points of scarcity would be
facilitated.

Such privileges would place the larger banks of the great cities in
competition with the banks of smaller communities, and would proba-
bly result in a rapid centralization of the banking business of the
country in the hands of a constantly lessening number of institutions.
Theoretical advantages are claimed for such results, but in our judg-
ment they would be injurious to the best interests of our country.

Such a system would increase the difficulties in the way of the small
borrower, though lessening them for the large borrower. It would tend
to separate the borrower from the lender, as it would of necessity
remove the central lending power from the small borrowers of small
communities.,
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It may be claimed that the agents in charge of the branch banks
would possess the same powers of loaning as the officers of the smaller
banks now possess; but such argumentsignove the prevailing tendencies
of modern corporate management which magnify of necessity central
responsibility, and constantly tend to subordinate to rigid systems, the
activities and responsibilities of agents upon detached duty.

The opportunities for individual attention and accommodations to
bank customers of limited business, are now well subserved by compet-
ing smaller banks., Iunterest rates are not alone dependent upon local
money supply; they also depend upon the risk of loss assumed in loan-
ing. Branch banks in newer comnmuuities wounld not assuine unusual
risks, without unusnal rates. The facilities now afforded by the 3,600
national banks ot the country for the movement of capital toward
points of searcity are such that any new system would probably not
resulf in great changes in the general rates of interest. But when the
economic tendencies adverse to business individualism involved in
unlimited domestic branch banking are considered, the question of
interest rates becomes secondary.

FOREIGN AND COLONIAL BRANCH BANKING.

In the matter of foreign and colonial branch bauking, however,
different considerations, arising from different conditions, present
themselves.

The subject of the legislation which should be provided by Congress
for the regulation of the domestic banking of the new colonies of the
United States, and for the defining and regulation of the banking
relations between these colonies and the United States, is one of great-
est importance at this juncture of our national and commercial career.
This legislation is not only most essential to the welfare of the people
of the new territories, but to the people of the United States as well.

The foundatiou for the greater growth of trade between the United
States and her colonies must be speedily and firmly laid in proper
banking laws, which will result in enabling her merchants to do busi-
ness with the people of the colonies without the disadvantages existing
at present.

The lamentable lack of proper international banking facilities, under
which the merchants of the United States have so long labored, has
now become a serious hindrance to the speedy adjustment of our trade
relations to the new advantages atforded by territorial expansion. Ifor
vears before the outbreak of the war with Spain the necessity of pro-
viding proper banking facilities for our trade with South American
countries, had been recognized and widely proclaimed by the business
interests of the country.

These facilities are now not only more important than formerly to our
business interests, but at present governmental, as well as trade neces-
sities, demand legislation.

In April, 18390, the International American Congress, held at Wash-
ington, discussed the needs of better banking facilities between the
American republics, and made recommendations in connection there-
with which received the indorsement of President Harrison and Mr,
Blaine, the Secretary of State.

In fortherance of this object several bills have been favorably
reported from the Committee on Banking and Currency of the House.
As yet, however, these efforts, made in theinterest of trade stimulation,
have not resulted in the enactment of law.
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Our present national banking laws do not authorize the establish-
ment of American international or American intercolonial banks, nor
could any national bank establish a branch in a territory or colony such
as Porto Rico or Hawaii,even if our present laws unchanged were
extended over it.

While it is questionable whether Congress should legalize the estab-
lishing of foreign or colonial bramches by national banks transacting
business under the present lavw, thatit should at least passlaws author-
izing, under proper restrictions, the general incorporation of banks
organized to carry on international and intercolonial banking, as dis-
tiuguished from domestic banking, admits of no reasonable doubt.

Unless some such legislation is provided, the American exporter and
importer, in his trade with America’s own colonies, will be compelled
to endure all the disadvantages under which, in all South American
markets, and in many other markets of the world, he now labors in his
competition with foreigners enjoying superior banking facilities.

When, by means of iuternational banks and their branches, the
proper banking facilities are afforded those engaged in foreign trade,
they transact their business with these banks in much the same manner
as the domestic shippers of the United States transact business with
our present banks,

The American,in his South Airerican trade, as compared with the
foreigner in the same line of business, is subjected to the same relative
disadvantages as are experienced by a domestic shipper without bank-
ing facilities, as compared with another who possesses them.,

Domestic dealers in supplies, in good credit, may make contracts with
domestic wholesale purchasers in good credit, for the sale and shipment
of goods, for which the consignee gives his acceptance, payable at dif-
ferent intervals, sometimes months after the delivery to him of the
shipment.

The consignor discounts this accepted draft given him for the goods,
with his bank, thus receiving his capital at once for reinvestment, and
enabling him to transact a larger business than if the eapital invested
in the goods was locked up until the maturity of the acceptance. On
the other hand, the consignee has the difference between the time of
the arrival of the shipment, and the maturity of the draft, to seli the
goods, and to collect from the purchaser all or a portion of the amount
necessary to pay the draft.

The situation of the shipper without banking facilities is in sharp
contrast. He must ordinarily sell for cash, instead of on credit, to the
consignee, as he needs his capital in most cases for immediate reinvest-
ment. As a result, in his competition with his more favored rivals, he
is not only compelled to accept lower prices,involving smaller margins
of profit, but he must do a smaller busiuess on tlie same capital invested.

Thus, as compared with the Iinglish exporter, who, when his goods
are shlpped can receive advances from an English international bauk
upon the credm of his bills of lading and of the foreign consignee, con-
cerning whose credit the home bank, through its foreign branch, is well
advised, the American shipper, in the majority of instanees, is denied
such prlvﬂe es, and must await entire, instead of partial, reimburse-
ment until the arrival of the goods at the foreign market, and the col-
lection of the dratt for the purcliase price made at the time of shipment.

In addition to this disadvantage, the American exporter and importer
in his trade with South Awmerican countries, transacts all his business of
consequence through English baunks in terms of English money, paying
the rates of exchange fixed by these foreign institutions,
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The foreign branches of American international and intercolonial
banks would obviate many of these diifficulties, and would become them-
selves valuable medinms of introduction of American enterprise into
colonial and foreign fields,

The present situation of trade and finance in Porto Rico, is deplorable

Credit in business is sparingly used, and under most primitive and
exacting conditions. While some lines of credit through foreign con-
nections are extended to those engaged in the import and export busi-
ness, no eredits of consequence are extended to this class of trade by
Porto Rican banks, The primitive conditions and disadvantages under
which business has heretofore been transacted in Porto Rico, have pre-
vented the establishment of Porto Rican branches by foreign banks,
and under the new era the American banker in entering this field, will
not have the competition of a long established branch Dank buslnass,
such as exists in most South American countries, That this will prove
to be an advantage to American interests from one standpoint, admits
of little doubt, provided that new banking laws are framed by Congress
authorizing the establishment of international and intercolonial banlm
which ean perform those numerous and indispensable offices in the facili.
tation and extension of business between the States and colonies, which
domestic banks now perform in the interest of business between the
citizens of the States themselves.

The present banking business in connection with American trade in
Porto Rico, is done mainly through one house with a New York branch.

This firin of bankers has as agents various commercial houses in dif-
ferent parts of Porto Rico.

Commission merchants are now transacting alinost the entire busi-
ness of this country with Porto Rico. They represent the merchants
of the island, and secure or furnish them credit, receiving commissions
for their services.

Thus the credits granted in connection with tlie export and import
business of the isiand, are almost wholly by commission men.

With proper banking facilities, and after the final establishment of a
fixed rate of exchange Letween the present Porto Rican coin and our
own money, this country should control almest the entire trade of all
kinds in the island.

The determination of the relation of any new banking system, to the
existing banks and domestie credits of Porto Rico, differing as they do
from those of this country, involves many difficult questions; aud legal
provision for the appointment of a commission, especially charged with
the examination of the conditions of domestic bfmkmv and finance on
the islands, and with the recommendation of the proper form of laws
in connection therewith, is respectfully urged upon Congress.

In Hawaii business conditions are far different. The four commer-
cial banks of Honolulu have adopted largely Ameriean methods; and
the customs of general business are now Amecerican to such an extent
that the present national banking act might well be extended over the
1sland, so far as its domestic banking is concerned.

While the present banks, with their correspondents in the United
States, now provide reasonably well the exehange and other credits
necessary to accommodate the business between the island and the
United States, the establishment of intercolonial banks nnder new laws
of Congress, wowld probably be found of advantage to existing trade
relations,

In view of the conditions and necessities of our trade with our new
Territories of Porto Rico and Hawaii, and with other Sonth American
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countries, as well as with those other territories over which our country
must exercise a more or less extended measuare of countrol, the Comp-
troller earnestly recommends the passage of laws authorizing the incor-
poration of bauks, organized for the purpose of carrying on international
and intercolonial branch banking,

ORGANIZATION OF NATIONAL BANKS,

From the date of the granting of the first certificate of authority,
June 20, 1863, to the end of the year covered by this report, there have
been 5,151 national banking associations organized-—an average for
each year of 147. On October 31, 1898, there were in active opera-
tion 3,598 banks, having an aggregate authorized capital stock
of $624,552,195, The total outstanding ecirculation amounted to
$239,546,281, of which $210,045,456 was- secured by United States
bouds, and the remainder, $°9 000 823, by lawful money deposited with
the Treasurer of the Unlted States for account of liquidating aund
insolvent national banking asscciations and those reducing circulation.
The increase during the year in the amount of circulation secured by
bonds was $6,119,776, and the increase in total circulation, including
the notes of liquidating and insolvent national banking associations
and those reducing circulation, $9,582,771.

The following table shows the amount and kind of bonds on deposit
as security for circulating notes on Oectober 31, 1897, and October 31,
1898:

| Change.
Class. 1898. | 1897,
i Increase. Decrease.
PACIHIC BIXOB. 1 eeeenvereaneeraeranamnmnneenns $2, 906, 000 $9, 030,000 |...cuonenrenn. $6, 124, 000
B L S 16, 281, 900 15, 910, 650 $321,250 |oeniiennaenan.
Fours (1907) .... 139, 436, 050 150,288,100 |..c.cocnennan. 10, 852, 050
Fours (1895) ucvrieeeenmimaniiniiiaeeeaaans 23, 990, 650 30,474,150 | .. oavunnn... 6, 483, 500
W08 .t eivemeencnnreneictnennennnncnannn e 22, 047, 750 22, 039, 650 8,100 |iceeeinanronas
ThIees «ucvicevareertnenmccneenercenancsaannn 31, 008, 120 foeeemenennees 31,006,120 |..onenonoo....
B ) | 235, 618, 470 \i 227, 742, 550 | *31, 335, 470 23, 459, 550

* Net increase, $7,875,920.

The number and capital of the 3,598 banks in operation on October
31, 1898, in each geographical d1v1smn are as follows: Five hundred
and elghty -two banks, with capital stock of $155,231,620, in the New
England States; 961 banks, with capital stock of $19.3 887 ,122, in the
Eastern States; 539 banks, with capital stock of $64, 788 200 in the
Southern btates, 1,045 banks, with capital stock of $]58 653 100, in
the Middle States; 348 banks, with capital stock of $31, 699 100 in the
Western States, and 123 banks, with capital stock of $90 065 000, 1n
the Pacific States.

In point of number of banks in active operation, Penusylvama, New
York, Massachusetts, Ohio, Illinois, and Texas lead with 428, 327, 262,
254, 219 and 197, respectively., Aceording te capital stock, Massachu-
setfs is first, with $91,627,600, New York second, with $82, 944 940, Penn-
sylvania th]rd with $73 309 390, followed by Ohio, Wlth $43 530 967,
Illinois, with $56 746,000, and Tewﬁ, with $19,515,000.

During the report year there were orqamzed 56 banks located iu 20
States and 2 Territories, with aggregate capltal stock of $9,665,000. Of
this number, 8 were in Pennsylvania, 7 in Ohio, 6 in Iowa, 5 in Ilinois,
4 each in New York and Texas, 3 in Indian Territory, 2 each in QCali-
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fornia, Kansas, Missouri, and New Jersey, and 1 each in Alaska, Dela-
ware, Indiana, Kentucky, Maryland, New Hampshire, North Carolina,
South Carolina, Virginia, Wisconsin, and Oklahoma Territory.

In geographical divisions the number of banks orgauized during the
year was as follows: New Lngland States, 1, with capital stock $50,000;
Bastern States, 16, with aggregate capital, $1,185,000; Southern States,
8,combined capital, $620,000; Middle States, 22, total capital, $3,960,000;
‘Western States, 6, capital aggregating $300,000, and Pacific States, 3,
capital, $3,550,000. California is first in amount of capital stock of
banks organized during the year, having $3,500,000; Illinois has
$2,250,000; New York, $525,000, and Indiana, $500,000, the total
capital of bauks in each of the other States ranging from $460,000
down to $50,000, ’

The corporate existence of 20 national banking associations having
capital stock of $2,145,000, total circulation $844,875, and located in
twelve States, has been extended during the year as follows: New York
5, Pennsylvania 3, Illinois and Massachusetts 2 each, and the tollowing
1 each: Delaware, District of Colnmbia, Indiana, Kentucky, North
Dakota, South Dakota, Vermont, and Washington. Of the total cap-
ital, New York aggregates $585,000, Massachusetts $350,000, Pennsyl-
vania $210,000, Illinois and North Dakota $1i30,000 each, and Dela-
ware, District of Columbia, Indiana, Kentucky, South Dakota, Vermont,
and Washington $100,000 each. Under the act of Congress approved
July 12, 1882, providing for the extension of national banking associa-
tions, the corporate existence of 1,670 banks, having an aggregate
capital stock of $407,531,115, has been extended. Of these, Néw York
has 244, Massachusetts 231, Pennsylvania 208, Ohio 114, The namber
of banks in each of the other States ranges from 75 down.

By reason of the expiration of corporate existence, three banks,
having an aggregate capital stock of $534,000 and total eirculation of
$165,000, left the system during the year. They were located in Illi-
nois, Kentucky, and Pennsylvania. Those in the last two States were
succeeded by new associations with capital stock of $250,000 and cir-
culation amounting to $67,500.

During the coming report year, viz, that closing October 31, 1899, the
corporate existence of 22 associations, with capital stock aggregating
$3,155,000 and circulation $1,397,250, will expire. These banks are
distributed among the States as follows: Massachusetts, New York,
and Pennsylvania, 3 each; and 1 each in California, Connecticut, I1li-
nois, Indiana, Iowa, Kentucky, Maryland, Missouri, New Mexico, North
Carolina, North Dakota, Ohio, and Vermont. Iu the ten years from
1899 to 1908, inclusive, the corporate existence of 1,134 banking associ-
ations, with capital stock amounting to $162,418,150 and circulation
$44,293,753, will expire by limitation.

The number of banks leaving the systemn during thie past year by vol-
untary liquidation was 69, one of which subsequently passed into the
hands of a receiver. The 68 banks which liquidated had a total capital
stock of $12,509,000, and circulation amounting to $2,184,958,

LIQUIDATIONS, DIVIDENDS, ETC.

In the Midsummer of 1893 the capital stock of national banks reached
the maximum, $699,034,665. Since that date 223 banks have been
organized with an aggregate capital of $27,505,000, and 100 have
increased their stock in the sum of $8,612,000. In the same period,
by failures, reductions of capital stock, and voluntary liquidations,
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$110,599,490 has been eliminated, leaving $624,552,195 on October 31,
1898, VVlnle 316 banks, with capltal of $43,001,100, liquidated volun-
tarily, 25 per cent of the number, as shown by the recordb of this office,
were consolidated with other associations, These liquidations and
reductions of stock were the inevitable results of constantly decreasing
dividends. During the year ended March 1, 1893, the average rate of
dividends paid to the shareholders of national banks was 7.5 per cent;
in the following year, 6.8 per cent; in 1897, 6.7 per cent; and in 1898,
6.96 per cent. The competition for deposits has developed the very
general customof paying high rates of interest thereon. The prevailing
low rates of interest on loans and discounts have also lessened the
returns to stockholders.

For the year ended June 30, 1898, the tax on national-bank circula-
tion was $1,901,817, and the total amount paid to the Government as
tax on the cu‘culatmo notes, $83,313,202.25.

DURATION OF NATIONAL-BANK CIRCULATION,

In 1886 the Comptroller, in his annual report to Congress, presented
a series of tables indicating the average length of time national-bank
notes of the various denominations remain in circulation. Omn the date
in question the office records were not in condition to show accurate
data, estimates being necessary for the six years antedating October
31, 1869. In 188D a very careful examination of the records was made,
and as a result the table appearing in the appendix shows correctly the
circulation acconnt annually from the date of first issnes to October
31, 1898.

From this table was obtained the basis for the following calculations
of the average lifetiine of the issues of each denomination.

NUMBER OoF Eacit DENOMINATION OF NATIONAL BaANK NOTES ISSUED FROM THE
BEGINNING OF THE SYSTEM TO OCTOBER 1, 1898; THE CALCULATED AGGREGATE
NUMBER OF LIFE YrARS EXPERIENCED WHEN REDERMED, AND THE RESULTING
AVERAGE LIFETIME OF THE NOTES OF EACH DENOMINATION.

| Calculated | Resulting
Number of 2&gregate num- a.vemgehlo-

inati |
Denominations. notes issted. ‘ber of life years| time of

experienced | each noto

whenredeemed.! in years.
One AollAT e ccaeeacnea s cciaiccasoancnanraanceroarrnranaannas 23, 169, 677 97, 991, 508 4,229
Two dollars .- 7,747,519 33, 862, 860 4.371
Five dollars -..] 148,400, 164 625,113, 289 4.212
Ten dollara....eeeeuunenaann. e . 62, 520, 341 301, 032, 014 4, 815
Twenty dollars.. . 19,840,907 100, 732, 420 5.077
Fifty dollars «ocovenennenennnn. . 2, 404, 320 11, 657, 443 4.848
One hundred dollars. .......... B 1,919,771 8, 705, 304 4.534
Five hundred dollars 23, 894 122,827 5. 140
Oune thousand dollars 7,879 24, 423 3.309
B2 03 1 R 266, 033, 072 1,179, 242, 088 | 4,433

|

Theoretically the lifetime of a note of each denownination is as shown
above, but practically it can not be stated with exactuess, owing to the
fact that comnplete redemptions are not possible. This is evidenced in
the following table pertaining to the issues of ones and twos, which
ceased in 1879, and the five hundreds and the one thousands, the last
issues having been made in 1885 and 1884, respectively. As shown,
the average lifetime of these notes, calculated from the data at date of
final issues, was: Ones, 3.808; twos, 4.023; five hundreds, 4.979; one
thousands, 3.215 years. As indicative of the protracted contmmty of
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redemptions, there is also shown in this table the number of each
denomination of notes outstanding at the close of the years of final
issue, the number and per cent still unredeemed on October 1, 1898,
and the percentage of redemptions since last issue,

The following is the table referred to:

Calculated

. N 1
Resnlting] Number of Percent-
aggregate . o RN -
| Datoor | Totalmum | Ao of | RISES ) neWsuc | Numhor andper | ags of e
Denominations. islalslz be;‘soflfgtes el'lfgri)gig:d of each | at close (C)’fi stacding on Oct. | tions
Sue. sued. Lp,h & note in {yesr of last| 1. 189%. since last
‘ze:;gd' years. issue. i issue.
: \
Ones..ccoanan.. 1879 | 23,169, 677 88, 227, 998 3.808 | 3,569,200 . 349,633 | 1.51 00, 20
TWoS ..veuan-.. 1879 7,747,519 31,171, 435 4.023 | 1,246,249 | 84,253 % 1. 09 93. 24
Five hundreds.| 1885 23,894 118,977 4. 979 1,167 | 217 | .91 81.40
Omne thousands.| 1884 7,379 23,727 3.215 | - 223 i 28 " .38 87. 44
Total ...l .o ... 30,048,460 | 119,542,137 |  3.863 | 4,816,830 | 424,131 | 1.40 | 90,99
| j | i

The volume of circulation issued and redeemed annually and the
amount outstanding at the close of the years indicated appear in the
following table:

NATIONAL-BANK CIRCULATION ISSUED AND REDEEMED ANNUALLY AND THE AMOUNT
OUTSTANDING AT THE CLOSE OF IFACH YEAR FROM DATE or¥ FIrsT IssUR oX
DrceMBER 21, 1863, To OCTOBER 31, 1897, AND TO OCTOBER 1, 1898,

Year. ‘ Issued. ' Redeemed. Outistanding.
$58, 813,980 ..., %58, 813, 980
146,285,475 $464, 250 204, 635, 205

89, 485,759 1, 034, 005 293, 086, 959
9,616,927 : 3, 609, 062 299, 094, 824
6,165,135 ¢ 5,143, 001 300, 116, 958
8,876, 450 8,768,617 299, 724, 791

16, 667, 875 ; 14. 533, 391 301, 859, 275

48,660,710 | 26, 044, 778 324, 475, 207

59,888,475 ; 34,372, 857 340, 090, 825

46,235,375 ¢ 28, 878, 526 348, 347,674

51, 766, 644 51,328,412 348, 785, 906

136, 025, 195 141, 635, 083 343, 176, 018

78,480,410 101, 789, 358 319, 867, 070

75,611, 240 ! 79, 607, 120 315, 871, 190

63, 825, 205 | 69, 055, 835 319, 640, 560

58, 376, 360 | 42, 896, 002 335,120, 918

43,787,770 36, 860, 366 342, 048, 322

73,221,180 56, 344, 600 3068, 924, 902

80, 076, 450 78,018, 639 360,982,713

78, 631, 070 88, 904, 108 350, 759, 675

81, 046, 310 99, 353, 041 332, 4562, 044
3, 040, 440 100, 620, 456 314, 872,928

62, 026, 040 75, 909, 362 300, 999, 506

36, 756,100 €6, 095, 019 271, 651, 587

49, 668, 460 82, 275, 225 239, 044, 822

80,611, 860 67,912, 593 201, 744, 089

32, 886, 720 55, 180, 851 179, 449, 958

46, 465, 820 53,937,105 171, 978, 673

49, 551, 250 49, 893, 102 172, 036, 021

88, 184, 670 49, 520, 402 208, 701, 182

66, 589, 360 68, 147, 445 207, 140, 104
7,181, 040 50, 829, 997 213,491, 147

73, 098, 580 57,152,155 234,437,572

82, 526, 800 86, 948, 237 230, 016, 225

70, 128, 660 64, 816, 061 235, 5206, 194

2,124,200,185 : 1,808,870,00% © 9, €79, 657, £31

From the foregoing statement it is seen that on October 1, 1898, there
was $235,326,194 national-bank circulation outstanding. The aggre-
gate number of life years already experienced by the $2,134,206,185
issued is 9,444,331,637 (that is, 9,679,657,831 less 235,326,194), and
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the average number of years 4.425—the division of 9,444,331,637 by
2,134,206,135. The average lifetime is necessarily greater than shown
in view of the amount outstanding to be redeemed. On the reasonable
assumption that the redemption of this amount will be effected in 4.425
equal annual installments—that is, at the rate of $53,181,061 per
annum—the aggregate full lifetime of the total issues ($2,134,206,185)
will be 9,853,825,803 and the average lifetime 4.617 years.

STATE BANKS AND BANKING INSTITUTIONS.

Incorporated in the national-bank act is the provision that the
Comptroller of the Currency shall inclnde in his annual report to Con-
gress information relative to the condition of banks and banking insti-
tutions chartered and operated under State authority, the necessary
data to be procured from reports made by such institutions to the leg-
islatures or State officials, and the deficiency to be supplied from other
reliable sources. With the exception of Delaware, official returns are
obtainable relative to the condition of State banks from all of the New
England and Eastern States. Returns of an official nature from the
Southern States are confined to Virginia, North Carolina, Georgia,
Florida, Mississippi, and Kentucky. 1In all of the Middle States bank-
ing departments exist, managed by boards or elective officers from
whom returns are obtainable. The same can be said of the Western
States, with the exception of Montana and Oklahoma. California
appears to be the only Pacific State which has such a department.

‘With a very few exceptions, it is not possible to obtain data relative
to the condition of these institutions for a recent date corresponding
as to time with returns received from national banks, a fact which
causes an impairment of the value of the combined statistics. Efforts
were made by my predecessor to induce State officers to urge the enact-
ment of laws which would be remediable in this respect, and it is the
intention to continue like efforts in that direction until the desired end
is attained. The custom of this office, begun in 1887, to supplement
official returns with reports of banks made directly to this office upon
request, has been continued. Through both sources it is possible to
present statistics relative to practically all of the mutual savings
banks and about 90 per cent of the banks of discount and deposit,
classed as ‘“State banks.” The returns from private banks and loan
and trust companies are not so satisfactory, nor will they be until such
institutions are subjected by State laws to the same surveillance and
requirements with respect to publicity as State and savings banks.

An abstract of returns for the current year shows that reports bave
been received from 3,965 State banks, 934 savings banks, 246 loan and
trust companies, and 758 private banks. In the appendix of this report
are given in detail the resources and liabilities of each class by States,

For the purpose of comparison the aggregates of the prineipal
resources and liabilities for the years 1894 to 1898 are set forth in the
following table:

Items. 1894. 18495. 1896. 1897. 1898,

$2,133, 628, 978 1$2, 417, 468, 494 '$2, 279, 515, 283 $2, 231, 013, 262 | $2, 480, 874, 360
~.1'1,010, 248,230 | 1,375,026, 025 | 1,210, 827, 389 | 1, 248, 150,146 | 1,304, 890, 322
229,373,004 | 227,743,303 | 169,198,601 | 193,094, 029 194, 913, 450

Capitaloeneernoennnenn.s 398,735,300 | 422,052,618 | 400,831,399 | 380, 090, 778 370, 073, 788
Surplns and undivided

profits ..eooeiianiiaan. 352, 424,784 370, 397, 003 362, 602, 702 382, 436, 990 399, 766, 467
Deposits ... .| 2,973,414,101 | 3,185, 245, 810 | 3, 276,710,916 | 3,324, 254,807 | 3, 664,797, 296

Resources....... . 3, 868, 474, 997 | 4,138, 990, 529 | 4, 200,124, 955 | 4, 258,677,065 ; 4, 031, 328, 357
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With each year a steady and substantial increase is shown in the
total assets. Deposits also have steadily increased. Capital exhibits
great fluctuations. The maximum amount was reported in 1895. There
was a decrease of nearly $22,000,000 in the following year, about
$22,000,000 in 1897, and, approximately, $10,000,000 in 1898,

Reports from State banks to the number of 3,965 have been received..
The capital of these institutions is $233,587,353; surplus and other
profits, 8109,354,519; deposits, $912,365,406. Loans and discounts
aggregate $813,749,803; United States bonds, £4,185,304; other bonds,
stocks and securities, $127,500,484; cash in bank and amounts due
from other banks and bankers, $327,773,326, and total assets, $1,350,-
084,300, Compared with 1897, there is shown an increase of 108 in
number of banks reporting and $217,899,398 in aggregate assets.

It is impossible to state exactly the average rategper cent of dividends
paid by these banks, owing to the fact that information on the point is
confined to 1,163 banks. Itisseen, liowever, that on stock aggregating
£69,209,285 dividends to the amount of $4,963,240, or 7.17 per cent, were-
paid.

SAVINGY BANKS,

Reports have been received relative to the condition of 979 savings
banks, including 45 commercial banks (in one State) having savings
departments. Thisis but onelessthan reported in 1897, The prinecipal’
investents, loans and securities—corporate and other—amount to
$1,070,755,293 and $74,700,217, respectively. In all States the charac-
ter of loans is 1ot shown, but real estate appears as collateral to accom-
modations amounting to $364,968,285. Government bonds are held to
the amount of $140,029,726; State, conuty and municipal bonds, $497,-
416,292, and other bouds, stocks and securities, $337,254,199, The total
assets are $2,241,344,991, the liabilities to depositors are $2,066,601,364,
and thiese banks have £187,475,97L in surplus aud undivided profits.
The latter amount is equivalent to nearly S.4 of the total liabilities.

The depositors who are the exclusive participators in the profits
of the mutual savings banks, but who, in stock savings institutions,
are paid speecific rates of interest, number 5,385,746, and their aver-
age deposit is $383.54. Compared with 1897 there is an increase of
£33,188,300 in deposits and 184,614 in number of depositors. Mutual
savings banks are confined almost exclusively to the New England and
Eastern States. Outside of the two sections nawmed, but 11 banks of
tliat character have made reports, as follows: 1 in West Virginia, 4
in Olio, 5 in Indiana, and 1 in Wisconsin. The aggregate assets of
the mutual savings banks, which amount to about 99 per cent of the
assets of all savings institutions, are $2,005,950,646; loans aggregate
$920,477,133, over S1 per cent of which are secured by real estate;
United States bonds, $139,561,601; Sgate, county and munieipal bonds,,.
£495,726,685; other honds, stock and sceurities, $294,706,936. Depos-
its amount to £1,824,063,410; number ot depositors, 4,335,138, and the
average deposit, $377.44. This indicates an inerease during the year of
$87,864,040 in deposits, $7.32 in the average deposit, and 143,694 in
number of depositors. The average rate of interest paid on savings
accounts is practically 4 per cent in all of the States except Maine, New
Hampshire, New York, New Jersey, and Maryland, in whieh the rate
ranges from 3 to 3% per cent,

CUR 983——i
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Information with respect to the classification of deposits is confined
to savings banks in Maine and Connecticat, and is as follows:

Depositors, i Deposits,
Classitication of deposits, [

1

!

! Number.| Percent.!  Amount. | Ter cent.
MAINE. . ] {
BI00 O 1088 . oo e it aaeae i i 120,865 T30 N 4i2 9014 a7~
Over $500 and 4oEnms | 2000 jf $18,214,07 80.9
Over $2,000 ...... i 4, 456 2.70 1 11,384,272 18.1
L R D 167,879 e | 59,598,349 |.
CONNECTICUT. [
{
$1,000 Or 1B88. 4ttt e i it iemee e D320, 149 87.31 . 63,195,480 40. 52
Over $1,000 and less than $2,000. ... ... ... ... ... i82,813 8.81 | 42,505,536 27.25
Over $2,000 and less than $10,0060. ... .. ... ... .. ... S 13,9064 3.81 l 46, 869, 038 30. 05
F10,000 OF OV .t ieerieitiearerseranosnasoneneneceeannn 235 07 3,399, T44 2.18
N L 865,661 ... i 155,969,798 |..........
| : H e

The capital of the 275 reporting stock savings banks is $18,536,130;
deposits, $203,244,999; number of savings depositors, 403,743, and the
average savings deposit, $501; the total assets are $235,394,345, of
whieh $150,574,286 represent loans, and $44,704,994 bonds, stocks and
other securities,

LOAN. AND TRUST COMPANIES.

Returns relative to the condition of 246 loan and trust companies
have been received. These corporatious are capitalized for $101,228,555,
and have $97,643,666 snrplus and profits, and $662,138,397 deposits.
Loans aggregate $539,317,059; United States bonds, $34,186,440; other
bonds, stocks and securities, $159,791,312; cash on hand and due from
other eorporations, ete., $118,028,856. The average rate of dividends
paid by all these companies during the past year, as shown by reports
relative to that point, was 11.23 per cent.

PRIVATE DANKS.

The laws of but few of the States provide for reports from uuincor-
porated banks and private bankers, and, in view of the disinclination
of the representatives of most of such concerns to submit statements
of coundition to this office as requested, statistics relative thereto are
meager. The abstract of returns from 758 banks show total resources
of $91,436,387; capital, $16,721,750; depqgsits, $62,085,084, and other
liabilities, $12,629,553. Loans and discounts aggregate $58,174,24S;
bonds, stocks and other secarities, $4,526,565, and credits with other
banks and eash on hand, $16,161,020 and $5,857,132 respectively.

The principal items of resonrces and liabilities of eaeh class of banks
hereinbefore referred to are shown herewith:

Loan and N
Ttems. State banks. trast com- Savings banks. Ib”‘ :T“' e Total.
BN anks.

panies.

{
TL08NS  covereinnnaannnn $813, 749, 803 | $539, 162, 445 | $1, 070,755,293 | $57,20€, 819 | $2, 480, 874, 360
United States bonds ... 4,185, 304 34, 186, 440 | 140, 029, 726 027,473 179, 328, 943
Other honds. covvnnnn.... 127,500, 484 | 159, 791, 312 834, 670, 401 3, 599, 092 1,125, 561, 379
Cash ..... ... 133, 877,133 22, 250, 862 32,928, 323 5,857,132 194,913, 450
Capital....._..... 233,587,353 | 101, 228, 565 18,536,130 16, 721, 750 370, 073, 788
Surplus and profits. 109, 554, 519 97, 643, 666 ! 187, 475, 971 5,092, 341 399, 766, 497
Deposits ......... ca 912, 365, 406 | 662,138, 397 , 2, 028, 208, 409 62, 085, 084 3, 664,797,290
Totalvesources.......... 1,356. 084, 800 { 042, 462,179 ’ 2,241, 344, 991 91,436,387 i 4, 631, 328, 857
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In the following table is exhibited in the most concise form the main
items of assets and liabilities of national banks on July 14, 1808, and of
other banks, banking institutions, and private banks above referred to:

- L4882 mational | 5083 oher 5,485 total
Itims. ! banks. Danks, Vvanks.

9,874,860 4,632, 632, 015
179, 328, 643 461, 685, 842

52, 45

Uunited

Other DOTAR. o oot ! 250,689,875 1, 125, 561, 379 1,376, 250, 754
Cash .... 492, 882, 724 19 , 450 687, 796,174
Capital. . 622,016, 745 73,788 1 992, 080, 533
sarplus and 1)201 5. 332,971, 64% i 399, 766, 497 © 738, 149
Deposits ..., 3, 707, 296 b, 741, 023, 872
TOLRL TCSOUTCES - vueenannnneeamnsuassasnanncnannnnns 5,077,675, 445 4,834,828, 857 8, 609, 003, 802

The total banking fands—that is, capital, surplas, proiits, and indi-
vidual (1(,1)0§1ts—0f all banks repmtuw amount to h7,416.300 563, and,
by comparison with retarns in 1897, an increase of $5° 40.,8,6% is
shown. The per capita distribution by States and classes of banks is
set forth in the Appendix. The national bank average is £30.05; State
bank, $16.82; loan and trust ('ompam' $11.54; savings bmk %2093,
privs ate bank $1.12; and total, $99.34

The specie and other currency held by national banks on July 14 and
by other banks on the date of the latest reports aggregate $637,796,173,
an increase since 1897 of $59,595,644, (Jlassmed the holdm os are as
follows: Gold, &541,108,98)7 sxlver 58,047,221, speme not Slw\\‘l in
detail, $2,131,917; legal tenders ‘md othu’ paper currency, $190,915,862;
fractional currency, $1,093,904; «cash,” 884,598,284, The latter amount
undoubtedly includes a qaantlty of spe(ele but Tow muel can not even
be estimated. Thereports from a number of States show merely **cash
on hand.” It is interesting to note the changes which have oceurred
since 1897 in the amount of each kind of currency. Gold has increased
$98,755,983; silver, $5,253,491; fraetional cmrene_,, $112,123; specie
not dasslfied 8434, bla~ ‘-cmh » &;;’,060 835. Legal to nders and other
paper currencv decrmse(l 47,032,633,

In Jrly, 1898, 3.590 national banks and, approximately, 9,500 other
banks, bauking IUbtltllli()]]n, and private banks were in operation in the
United States. During the vear ended October 31, 1898, 7 naticnal
banks were found to be insolvent and placed in charge of receivers.
Yrom reports made to the Bradstreet Company and furnished to this
Bureau, covering the year closed August 31, 1898, it is seen that the
failures of banks other than national number 53, the assets and liabili-
ties at date of failure being 4,493,577 and “"'! 080,190, respectively,
There were 33 private bank ﬂn.nrc:,, 1+ State, 4 savin gs bank, and 2
trust company. The number, assets, and liabilities of Tailed banks of
each class, by Stales, will be seen by referencse to the Appendix

The abstract of the reports of condition of the 33 (=hn‘teted banks
of the Dominion of Canada made on Sept nber 30, 1898, has been
received, from which it is noted that capital .Stoch aggregates

2,900,034 ; circulation 0utstauding,$4O,(}71,]4¢);deposxts,%‘)‘i" 1“8, 762
tOtdl habthtles, $382,331,503. The banks held, in specie, TPominion
notes, bank notes, and checks, 15.5 per cent of deposits. The average
rate of dividends paid during the past year was 7.6 per cent.

POSTAL AND OTHER FORFIGN SAVINGS BANKS,

In the following table is shown the number of depositors, ameunt doe
depositors, and average deposit in postal savings banks in all of the
countries named, except Kussia, on December 31, 1896, The returns
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from Russia are of date January 1, 1898. This information appeared
in the July edition of the Bulletin de Statistique de Paris and the
Russe de Statistique de St. Petersburg.

. . Number of N Average

Country. depositors. Deposits. depostt.
- 121 P O 1,174,602 | a$23, 592, 961. 58 $20.08
. 30, 837 430, 459, 509. 94 937.76
723 o0 1 (1 S 868, 486 67, 216, 981. 40 69. 20
Canada.. - 130, 503 30, 495, 941,19 239.52
Trance ... 2, 682, 908 151, 495, 389. 95 56. 47
HUDEALY ceriiaiiieiiiiitiie i iiiiieae e nsnaiaessseaaanan 295, 597 a5, 555,480, 49 18.79
3 b 4,477, 588,81 991,27
Ay o ieni ittt iitriir ittt e a e aa e , 997, 5 89, 780, 354. 68 29. 95
Netherlands............... ceemaeeaas 21, 425, 571. 53 48.12
Great Britain «oeocvevnaniiiiiiiaiiaea.. 526, 165, 811. 11 73.74
Swed.en ................................. . 13, 342, 089. 00 29,53
Russid.cveeeiceiieninns cseresanennse vesesrmisescoerennctacinens 530, 840 ¢ 52, 902, 682, 00 61. 98

. I
a Savings. b Subject to check. c¢January 1, 1898.

Information of a like character to the foregoing with respect to sav-
ings institutions other than postal savings banks in France, Russia,
United Kingdom, and the United States is given herewith:

‘ . —
! Number '
ountey l N ; Nuniber of . Average
Country. : Date. [ baw ks, ; depositors. Deposits. deposit.
S ! Dec. 31,1896 545 | 6, 633, 447 $652, 794, 618 $98. 40
Russia . cvvveeiinii e i Jan. 1,1898 861 1, 870, 637 198, 423, 532 106. 07
United Kingdom.. .. Dec. 31,1896 @239 1,527,217 235, 853, 935 154. 43
United States ... ! 18971898 ‘ 979 | 5,385,746 . 2,065, 631,298 383. 54

a November 20, 18986,
FOREIGN BANKS OT ISSUE.

The principal items of resources and liabilities of leading banks of
issue in Europe on the dates indicated, reported in the London Eecon-
omist, October 15,1898, are set forth in the following table, the amounts
being expressed in millions of pounds;

Bank of National
England. bank of
Oct. 13,1808, | Lelgium,
’ Oct. 6,1398.
Cirenlation . .oveeen oo e e e i £27.7 £19.6
Tisposits, ekc...... 43.6 3.4
Specie and bullion 31.2 4.3
Securities............... N 41.1 17.2
Bank of Bank of
Franpee, Spain,

Oct. 13,1898. | Oct. 8, 1898,

CRIPCWIALION <. iietvinnaareaneraararacmerereiasereraeisnansessarsansnnas £147.8 £57.4
Deposits, etc.. . 28.6 35.4
Specie ........ - 123.2 16.2
Secuvities......... . (3
Disconnts, Cbe covervavrarerarrerenrrarcoccaactracsian cremmerrenieens . 45.7
'Bank of Ger- | Austro-Hun-

many, Oct. 7, | garian Bank,

1898, Oct. 7,1898.

L5 T Y5 T 7 £64.7 £59.5
Deposits, ete...... 21.8 | i
Specie and bullion 36,3 39.7

DisSCouUNtS, 10« et i iiatresiaeet e rrra e eaeaiaaeeaas - 58.5 20.6
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‘\clhu‘l wnds  Bank ot Rus-
Bank, Oct. 8, sia, Sept. 28,

1898 1 1898
CHECRIABON « - e e eee oo eeaeaeeeaenns e ‘ £17.9 | £77.9
Deposits - et iiieeaaaans L8 18.8
Specie and buliion . : .- 1 106. 6
Discounts, etc ... ‘| 7.8 20.9
el 3§ 1 U R RERE } 3.5

il nf Tinle | DWiss Banks
Bank of lt.llj ' of Issue, Sept.

Sept. 20, 1898. AT
Cirenlation . .oueveseineiain et iieetaaraetrracaesnnscaatnanaansanann % £30. 6 \ £8.3
Deposita, ete....... B 95 e
Specie and bullion . 14.4 4.2
IHSCOUNTES, ClC. v ervnnanvneeerassrsnrnsroccasssnssonerncacansansonnsann ‘ VI

a Direct official stutement.

MONETARY SYSTEMS AND APPROXIMATE STOCKS OF MONEY IN THE
PRINCIPAL COUNTRIES OF THE WORLD.

Through the conrtesy of the Director of the Mint the Comptroller
is enabled to present data relative to the monetary standards, ratios
of gold to full legal-tender and limited-tender silver, the stocks of
gold, silver, and uncovered paper, and tire per capita of gold, silver,
and paper in the principal countries of the world in 1898, Statisties
are shown relative to thirty-seven countries having an aggregate
population of 1,311,400,000. The gold held in these countries aggre-
gates 84,619,000,000; silver, $3,877,500,000, and uncovered paper,
$2,522,800,000. Compared with the returns in 1807 there is an increase
in gold of ¢ 259,400,000, The amount held by the United States is
£925,100,000, an incvease since 1897 of ‘35”% 800,000; Russia has
inmea:ed ler supply $169,700,000; Austria- Hungaly $79,300,000;
France, $38,600,000; (:elnmny §b14 ()( 0,000, and the South Ameuum
republics, $13,500 000, The amount of go]d held in the United King-
dom (‘edeabul from $584,000,000 in 1897 to $ 138,000,000, a redu(’tlon
ot $146,000,000. Iigypt dpp‘trcuﬂy has $99,360, ()OO ](’\S than a year
ago, Rowmania $24,100,600 less, and Belginm %o,OOO 600 less.

The changes in the dmount of silver are not material, in the aggre-
gate, as Lon,p.ued with 1897. Apparently there has beun a falling off|
but the decrease shown is mainly due to the revised estimate of the
quantity of this metal in India, which is now stated, to be $592,100,000,
11 1897 the estimate submitted l)y aditterent authority was $950, ()()0 000,
There is noticed a reduction of $33,600,000 in the amount of silver in
Japan, 24,100,000 in France, and &12,0{)0 000 in Belgium. The stock
in the United States has increased $3,700,000, in Russia §54,200,000,
and in Austrin-Iungary $81,800,000.

The stock of uncover ed papel has appareutly bheen rveduced
$243,000,000. In 1897 the amount of nucovered paper in Russia was
3467 ‘_’0() ,000, aud none in 1898; in Austria-Hungarvy the reduction has
heen $91 409,000, in the United States $70,900,009, and in Portugal
£10,800, 000, ~The prineipal inerease in uncovered currency is as fol-
lows: The Scuth American Republies, $200,600,600; India, Sb() 300,000
Spain, $34,500,000; Roumzuua;, $21,900 OOO Swedw SDS..OO(()() Italv,
$8,500,000; (jermany $8,400,600, and the Nethellan(l.s, Qt,ﬁﬂﬂ 000,

By 1ef01 enco to the t&b]e it w1ll le noticed that the AVerage per ¢ apita
of gold is $3.52, silver $3.03, and uncovered paper $1.77. Hawaii has
the largest amount of gold per capita, namely, $40; the South African
Repnblic is second, with $32.44; Australasia, $26. 4‘) France, $21.06;
Cape Colony, $20. 83 Germany, %1‘) 78; United btdt?s $12.42; United
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Kingdom, $11.01. The maximum per capita of silver, $62.05, is in the
Stmlts Settluuents the next largest per capita is $38.68, in Riam;
$11.45 in the Netherla,ndb, $10.90 in Trance, $10 in anmu, and $8.56
in the United States.

The largest per capita of uncovered paperis $20.01, in the South
American States; Greece and Belgium follow with $12.75 and $12.17,
respectively. The lagt column of the table shows the per capita of
gold, silver, and nnecovered paper combined in each of the countries
named. The range is from a maximun of £62.,05 in the Straits Settle-
ments to a mininmum of $1.94 in Cuba.

MONETARY SYSTEMS AND APPROXIMATE STOCKS OF MONEY IN THE AGGREGATE
AND PR ('APITA IN THE PRINCIPAL COUNTRIES OF THE WORLD IN 1808.
Laho hatln : Stoek of silver, : Ter eapita,
‘ be- | be- ! N ; !
lt‘ 7een tween
i gold | vold‘
) Monc- | and ' and | P
Countries. tary sys- full  limit- 1
tem.* llegal: ed

. ‘w

Htock ;
opu- tock i
ation. i

i ;
" | Lim- | ! .
gold. | Full ! ited | Total, DRPCT. ( old. bxl Pa-| To-

Il ’ 0 ¢

| ten- : ten- | teuder. ‘tender. per.| tal
{der & der !

posile | osile :

{ i

{Ver.  wver. ,‘ .
j i

Al l af% | - Mi- o M- 1 At
1to —1to— Uons.. Hons. | lions. . lions.  lions. | lions. {
United Statesa, (r and S 15,98 14.95  74.5, $025.1) $561.5  $76.7 $658.2 $326.1 f-12 42 %8 56 $4. 38 425.36
United King- i ; | i | i i

=3

dom ... ‘7’ 1217 B112. 011 01 3. \)G 2,81116.88
France. .. 3.3 0419.8 D124,621. 06 10. ‘)0 8.25:35.19
Germany .6 d212.8:5142.212.78 4.07 2.53/19.38
BEI 5.0 ed5, 1 4.62 6.9212.17 23. 7t

0 0265 b42.5 5 3.08 1.36 5.41} 9.85
S'\ xt/ellmxd . 5 i3 F10.7 flo. 3, 8.00 3.56 4.77/16.33
Greece..... oo 16y 114038 1 2. el.o el 6 .21 .6212.7513.58
Spain. ..... _do... 15 [14.381 18 g49.8 y49. 5 2.53 2.76 7.61/12.93
Portugal... [ A "4.08 1 5 b6.1 bo. .0 1,02 1,20 7.64) 0.86
Ronmania ... (r ands ... L B b10.6 b10 L7269 1,96 6.24.10.89
Servin........l... Aol b2 b2.7 b2 7. .52 1.17 1.17 2.86
Austria-Hun- i i | i ! |

gATY e r ' 13.63 45, LOT. O b145.5) b86.2 5.55 3.20 1.90, 10.65
Nefhm lands . 4. b3.4 55610 b45.5 4.4711.45 9.28/25.20
Norway ...... .2 b2.3 2.3 b3.8 3.90 1.15 1.90; 6.95
Sweden.......0... .- . 5 05,7 b5.7 b27.7.1.72 1.14 554! 8.40
Denmark ..... L. N b5.4  b5H.4] bT.0 6.65 2.35 3.04{12.04
’mssin........ 129. 5.0 3 X @ 6.
Turkey ....... 24, 9.0
Australasia .. 5 L0
Egypt ..... . 9, .

Aexico .. | C13
(,emr:uAm | i

icanStates..'...do ... . ... Ceeees 3 0LG b1V 0 ...l
South Ameri- | : : 1

can States ..!Sh..... 5. 25,0 ¢10.0 ¢55.0
Japan ........ "G and S g ' b41.9] p18.3) LG4
India....o...... do ... . R Th502.1. ... i b 592,

China......... Sl e et 888, 8 ce750.0....... i 2750.0
Straits Settle- | | : ; ; l :
ments i..... ot S L0
Cﬂndda ....... G... ..., 14280 5.3 D160 .Of
Cuba ......... G anc 158 |...... 1.8 e2 .5
Haiti.........0... do ...l 15} |..... oL b4 4,5
Bulgaria......l.. do ...| 15} 438 B3 el 5. 8
Siam .. A8 [ Ios [ b20. o4
Hawaii -| GandS | 15,98 14.95 I LI e
Cape Colon\ G 114. 28 1.8 37 FNUN .
South African | 1 i i | | ! | ’

Republie ...\...do ...l 14.28 ¢ .9 c29. I T '32.44, 1.33 ... 153.77
Finland [ U 30 ; g4t .4| y9.4 1. 05, ]51 3. 02‘ 5.42

Total .....oaiill. [P | 1,3114 4,619.0] 3,276. ]l 701. 4 3977. 5; 23228 3. 02 3. 03I 1. 77‘ 8.52
i : i . t \ i I

* (3 (gold). 8 (silver). e Estimate, Buroan of the Mint.

a Nov.1,1898; all other countries Jan. 1, 1898, fC. Cramer Frey.

b I.liormatwn furnished through U pited States ¢ Bulletin de Statistigne, Paris, January, 1898,
representatives. h Except Venczuela, Chile, and ‘Peru.

¢ Mouney and Prices, State Depariment, United ¢ Includes Aden, Perim, Coylon, Hongkoeng, Ta.
States. Liuan, and Straits Settlements.

dHaupt.
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T conclusion, the Comptroller desires to commend the associates of
his office for their faithful, able, and efiicient services, much of it ren-
dered to the Government during extra hours of labor without eompen-
sation.

To Mr, Lawrence O. Murray, Deputy Comptroller; Messrs. A. D.
Lynch and George T. May, in charge of work conunected with insolveut
banks; George S. Anthony, W. J. Fowler, W. W, Eildridge, I5. 1.
Schreiner, in charge of divisions; T. O. Ebaugh; W. D. Swan; J. Y.
Paige, chief clerk, and to Mr. T. P>, Kane, secretary, the Comptrolier
desires to publicly express his appreciation of their fidelity to the best
interests of the governmental work in which they are engaged.

A

Comptroller of the Currency.
The SPEAKER OF THE HOUSE OF REPRESENTATIVES,
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EUROPEAN BANKING LAWS AND REGULATIONS.

In 1896 this Bureau obtained, thirough the diplomatic and consular
officers, information with respect to the banking laws and regulations
of the conntries to which those officers were accredited. From the cor-
respondence resulting was obtained the following relative to the pro-
cedare in cases of insolvency:

AusTtrRIA.—There are no special laws governing the closing up of the business of
insolvent banks. The procedure is the same as in case of other bankrupt and insolv-
ent corporations.—BARTLETT T'rirr, United States Minister.

B{iLGIUM.——The law of 1873 provides for the closing up of the business of insolvent
baunks.

“ARTICLE 117. The receivers, without prejudice to the rights of preferred ereditors
(crdanciers privilégiés), will pay all the debts of the company in proportion and with-
out distinction between notes on demand or otherwise (detles exigidles et non exigibles),
discount for the latter being dedncted. They can, however, upon their personal
guaranty, pay first the notes on demand, if the assets clearly exceed the liabilities,
or if the notes payable at a certain date (créances ¢ ferme) have a snfficient guar-
anty, the right of ereditors to have recourse to courts of justice being reserved.”—
Jas. H. Ewixg, United States Minister.

DrexMARK.—The proceedings are the same as in the case of any other business— that
is, by action in the courts by auy person.—JoHN E. RisLry, United States Minister.

Francr.—It seems that there is no special provision of law applicable to such
cages—that is, the insolvency of a bank.—J. B. Eustis, United States Ambassador.

GERMANY.—~ In the case of the insolvency of a bank the general Lankrvuptey pro-
ceeding is applicable as regulated Ly the imperial bankruptey regulation of Febru-
ary 10, 1877.—TuropoRE RUNYON, United States Ambassador.

GREAT BRrRITAIN.—There are no special regulations as to procedure in winding up
insolvent banks. Joint-stock banks are subject in this repect to the provisions of
the companies’ acts as regards the wiling up of any case registered under those
acts.

The law provides that in case of the winding up of the limited banking compan-
ies, which ave also banks of issne, if the general assets are insufficient to satisfy the
claims Loth of note holders and of general creditors, then the members of the com-
pany, after satisfying the remaining demands of the note holders, shall be liable to
contribnte toward the payment of the debts of the general creditors a sum equal to
the amount received by the note holders out of the general assets of the company.
No oblization rests upon private banks of issue in England to provide specially for
the redemption of their notes, but the liability of the mombers of these banks is
unrlimited.—I'. ¥'. Bavarp, United States Ambassador.

(Mr. L. Carroll Root, author of No, 9, Volume 111, Sound Curreuncy, in connec-
tion with the reference to tlhie provisions of the act of 1844, placing in the issue
department of the Bank of England, to be held as security for its issues, £14,000,000
of Goveruwent bonds and requiring the deposit in eoin in full for all notes issued
above this awount, says: ‘“No occasion has ever arisen for testing the legal import
of this provision, which is not very definitely expressed. The consensns of opinion,
however, seems to be that the securities thus deposited are pledged toward the
redemption of notes, and that in case of the insolveney of the institution the other
ereditors of the bank Liolding claims against the banking department could have no
resort to the coin or bonds deposited in the issue department until the note holders
were paid iu full.”)

GnrEECE —The closing np of its affairs, when insolvent, is determined by the regnla-
tions of each bank. In general, it may be said that when a bank has lost one-half
or two-thirds of its capital stock a meeting of its shareholders is held. Three exam-
iners appointed at this meeting examine the hooks of the bank and make a detailed
report to the shareholders, who theu decide whether the bank shall close up or con-
tinue its business. In other cascs the court of first instance is called upon to decide
in matters relating to insolvent banks which may be brought before it.—E. ALEX-
ANDER, {'nited Statcs Minister.

TtaLy.—The Italian banking legislation contains no special provision relating to
the aftairs of insolvent banks of emission; henece they would be subject to common-
law proceedings.—Italian Forcign Ofice, per Secretary of the United States Embassy.
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PoRTUGAL.—When a bank fails to fulfill entirely or in partthe obligationsincurred
in the course of its operations, the Government appoints a commissioner of its own
whose duty it is to act with the directors until settlement of the crisis is reached—
either by restoring the normal state of affairs or by a declaration of bankruptey.—
GEORGE WILLIAM CARUTH, United States Minister.

Russia.—Insolvent banks are closed up under the general insolvency law like
other insolvents.—C. R. BRECKINRIDGE, United States Minister.

RoUMANIA.—So far as I can find out, there is no special law for the closing up of
the business of insolvent banks, but I presume that the ordinary commercial law
would be applied to such cases. Up to the present, cases of banks becoming insol-
vent have not been known in Roumania.—E. ALEXANDER, Uniled States Minister.

SWITZERLAND,—ARTICLE 30 (law on the issue and retirement of bank notes in case
of forced liquidation). The holders of notes, who are collectively represented by a
commissioner appointed by the court, have the right to be satisfied, first, out of the
stock on hand and the proceeds of the liquidation of the negotiable paper, then from
the securities. When a canton has guaranteed the issue of notes by a bank, it is
held responsible for 60 per cent of the issue of the outstanding notes of the amount
not covered by the stock on hand for the payment of the creditors. For the balance
of their claims the holders of notes directly acquire an equitable interest in the
mortgages.

CUR 98——5






THE NATIONAL-BANK ACT
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THE NATIONAL-BANK ACT, AS AMENDED, WITH OTHER LAWS
RELATING TO NATIONAL BANKS.

(Index to sections of Revised Statutes, p. 83.)

CHAPTER ONE.

THE CURRENCY BUREAU,

. The national-bank act. 7. Office clerks.

. Comptroller of the Currency. 8. Seal of office.

. His appointment, term, and salary. 9. Offices, vaults, etc.

. His qualification. 10. Annual report.

. Deputy Comptroller. 11. Wheu report is printed.

. Interest in national banks prohibited. | 12. Number of copies to be printed.

Q> OV QO b =t

1. Tog NATIONAL-BANK AcT.—Sec. 1 of the act of June 20, 1874,
provides that the act entitled ‘““An act to provide a national currency
secured by a pledge of United States bonds, and to provide for the
circulation and redemption thereof,” approved June third, eighteen
hundred and sixty-four, shall hereafter be known as the ¢ National-Bank
Act.”

2. COMPTROLLER OF THE CURRENCY. (SEC. 324.) There shall be in
the Department of the Treasury a Bureau charged with the execution
of all laws passed by Congress relating to the issue and regulation of
a national currency secured by United States bonds, the chief officer
of which Bureau shall be called the Comptroller of the Currency, and
shall perform his duties under the general direction of the Secretary
of the Treasury.

3. His APPOINTMENT, TERM, AND SALARY. (SEcC. 325.) The Comp-
troller of the Currency shall be appointed by the President, on the
recommendation of the Secretary of the Treasury, by and with the
advice and consent of the Senate, and shall hold his office for the term
of five years, unless sooner removed by the President, upon reasons to
be communicated by him to the Senate; and he shall be entitled to a
salary of five thousand dollars a year.

4. HIS QUALIFICATION. (SEC. 326.) The Comptroller of the Cur-
rency shall, within fifteen days from the time of notice of his appoint-
ment, take and subscribe the oath of office; and he shall give to the
United States a bond in the penalty of one hundred thousand dollars,
with not less than two responsible sureties, to be approved by the Sec-
retary of the Treasury, conditioned for the faithful discharge of the
duties of his office.

5. DEPUTY COMPTROLLER. (SEC. 327.) There shall be in the Bureau
of the Comptroller of the Currency a Deputy Comptroller of the Cur-
rency, to be appointed by the Secretary, who shall be entitled to a
salary of two thousand eight hundred dollars a year, and who shall
possess the power and perform the duties attached by law to the office
of Comptroller during a vacancy in the office or during the absence or
inability of the Comptroller. The Deputy Comptroller shall also take

3
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the oath of office preseribed by the Constitution and laws of the United
States, and shall give a like bond in the penalty of fifty thousand
dollars.

6. INTEREST IN NATIONAL BANKS PROHIBITED. (SEc. 329.) It
shall not be lawful for the Comptroller or the Deputy Comptroller of
the Currency, either directly or indirectly, to be interested in any asso-
ciation issuing national currency under the laws of the United States.

7. OFFICE CLERKS. (SEC. 328.) The Comptroller of the Currency
shall employ, from time to time, the necessary clerks, to be appointed
and classified by the Secretary of the Treasury, to discharge such duties
as the Comptroller shall direct.

8. SEAL oF OrFICE. (SEc. 330.) The seal devised by the Comptroller
of the Currency for his office, and approved by the Secretary of the
Treasury, shall continue to be the seal of office of the Cowmptroller,
and may be renewed when necessary. A description of the seal, with
an impression thereof, and a certificate of approval of the Secretary of
the Treasury, shall be filed in the office of the Secretary of State.

9. OFFICES, VAULTS, ETC. (SEC. 331.) There shall be assigned, from
time to time, to the Comptroller of the Currency, by the Secretary of
the Treasury, suitable rooms in the Treasury building for conducting
the business of the Currency Bureau, containing safe and secure fire-
proof vaults, in which the Comptroller shall deposit and safely keep all
the plates not necessarily in the possession of engravers or printers,
and other valuable $hings belonging to his department; and the Comp-
troller shall from time to time furnish the necessary furniture, station-
ery, fuel, lights, and other proper conveniences for the transaction of
the business of his office.

10. ANNUAL REPORT. (SEC. 333.) The Comptroller of the Currency
shall make an annual report to Congress, at the commencement of its
session, exhibiting—

First. Condition of national banks—A summary of the state and con-
dition of every association from which reports have been received the
preceding year, at the several dates to which such reports refer, with
an abstract of the whole amount of banking capital returned by them,
of the whole amount of their debts and liabilities, the amount of circu-
lating notes outstanding, and the total amount of means and resources,
specifying the amount of lawful money held by them at the times of
their several returns, and such other information in relation to such
associations as in his judgment may be useful.

Second. Closed banks.—A statement of the associations whose busi-
ness has been closed during the year, with the amount of their circula-
tion redeemed and the amount outstanding.

Third, Amendments proposed.—Any amendment to the laws relative
to banking by which the system may be improved and the security of
the holders of its notes and other creditors may be increased.

Fourth. Condition of other banks.—A. statement exhibiting under
appropriate heads the resources and liabilities and condition of the
banks, banking companies, and savings banks organized under the laws
of the several States and Territories, such information to be obtained
by the Comptroller from the reports made by such banks, banking com-
panies, and savings banks to the legislatures or officers of the different
States and Territories, and, where such reports can not be obtained,
the deficiency to be supplied from such other authentic sources as may
be available.

Fifth. Employés and expenses.—The names and compensation of the
clerks employed by him, and the whole amount of the expenses of the
banking department during the year.
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11. WHEN ANNUAL REPORT IS PRINTED. (SEC. 3811.) When the
Annual Report of the Comptroller of the Currency upon the national
banks and banks under State and Territorial laws is completed, or
while it is in process of completion, if thereby the business may be
sooner dispatched, the work of printing shall be commenced, under the
superintendence of the Secretary, and the whole shall be printed and
ready for delivery on or beforethe first day of December next after the
close of the year to which the report relates.

12. NUMBER OoF COPIES TO BE PRINTED.—The act of January 12,
1885, provides that there shall be printed of the Annual Report of the
Comptroller of the Currency ten thousand copies; oue thousand for the
Senate, two thousand for the House, and seven thousand for distribu-
tion by the Comptroller of the Currency.

CHAPTER TWO.

ORGANIZATION AND POWERS OF NATIONAL BANKS.

13. Articles of association. 30. Qualifications of voters at elections.

14. Organization certificate. 31. Oaths of directors.

15. Execution of organization certificate. | 32. Failure to hold annual election.

16. Corporate powers. 33. Vacancies in board of directors.

17. Amount of capital stock required. 34. President shall be a director.

18. Shares of stock. 35. Organization of gold banks.

19. Payment of capital stock. 36. Conversion of gold banks.

20, Enforecing payment of capital. 37. Conversion of State banks.

21. Restoration of capital. 38. Capital of State banks.

32, Examination of organization proceed- | 39. Converted banksmay retain branches.
ings. 40. Personal liability of shareholders.

23, Certificate of officers and directors. 41. Exception for trustees, ete.

24. Deposit of United States bonds. 42. Amendment of articles restricted.

25. Comptroller’s certificate of authority. | 43. Increase of capital stock.

26. Publicationof certificate of authority. | 44. When increase becomes valid.

27. Number and election of directors. 45. Reduction of capital stock.

28, Qualifications of directors. 46. Change of title and location.

29. Qualifications of directors in Okla- | 47. Status of national banks organized

homa.

under the act of February 25, 1863.

13. ARTICLES OF ASSOCIATION. (SEC. 5133.) Associations for car-
rying on the business of banking under this Title may be formed by any
number of natural persous, not less in any case than five. They shall
enter into articles of association, which shall specify in general terms
the object for which the association is formed, and may contain any
other provisions, not inconsistent with Jaw, which the association may
see fit to adopt for the regulation of its business and the conduct of its
affairs. These articles shall be signed by the persons uniting to form
the association, and a copy of them shall be forwarded to the Comp-
troller of the Currency, to be filed and preserved in his office.

14. ORGANIZATION CERTIFICATE. (SEC. 5134.) The persons uniting
to form such an association shall, under their hands, make an organi-
zation certificate, which shall specifically state—

First. Title—The name assumed by such association; which name
shall be subject to the approval of the Comptroller of the Currency.

Second. Location.—The place where its operations of discount and
deposit are to be carried on, designating the State, Territory, or Dis-
trict, and the particular county and city, town, or village.

Third. Capital stock.—The amount of capital stock and the number
of shares into which the same is to be divided.
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Fourth. Shareholders.—The names and places of residence of the
shareholders and the number of shares held by each of them.

Fifth. Object of certificate.—The fact that the certificate is made to
enable such persons to avail themselves of the advantages of this
Title. :

15. EXECUTION OF ORGANIZATION CERTIFICATE. (SEC.5135.) The
organization certificate shall be acknowledged before a judge of some
court of record or notary public, and shall be, together with the
acknowledgment thereof, authenticated by the seal of such court or
notary, transmitted to the Comptroller of the Currency, who shall
record and carefully preserve the same in lis office.

16. . CORPORATE POWERS. (SEC.5136.) Upon duly making and filing
articles of association and an organization certificate,the association
shall become, as from the date of the execution of its organization cer-
tificate, a body corporate, and as such, and in the name designated in
the organization certificate, it shall have power—

First. Seal.—To adopt and use a corporate seal.

Second. Term of existence.—To have succession for the period of
twenty years from its organization, unless it is sooner dissolved accord-
ing to the provisions of its articles of association, or by the act of its
shareholders owning two-thirds of its stock, or unless its franchise
becomes forfeited by some violation of law.

Third. Contracts.—To make coutracts.

Fourth. Suits.—To sue and be sued, complain and defend, in any
court of law and [or] equity, as fully as natural persons.

Fifth. Officers.—To elect or appoint directors, and by its board of
directors to appoint a president, vice-president, cashier, and other offi-
cers, define their duties, require bonds of them and fix the penalty
thereof, dismiss such officers or any of them at pleasure, and appoint
others to fill their places.

Sixth. By-laws.—To prescribe, by its board of directors, by-laws not
inconsistent with law, regulating the manner in which its stock shall
be transferred, its directors elected or appointed, its officers appointed,
its property transferred, its general business conducted, and the privi-
leges granted to it by law exercised and enjoyed.

Seventh. Incidental powers.—To exercise by its board of directors, or
duly authorized officers or agents, subject to law, all such incidental
powers as shall be necessary to carry on the business of banking; by
discounting and negotiating promissory notes, drafts, bills of exchange,
and other evidences of debt; byreceiving deposits; by buying and sell-
ing exchange, coin, and bullion; by loaning money on personal secu-
rity; and by obtaining, issuing, and circulating notes according to the
provisions of this Title; but no association shall transact any business
except such as is incidental and necessarily preliminary to its organiza-
tion until it has been authorized by the Comptroller of the Currency
to commence the business of banking.

17. AMOUNT OF CAPITAL STOCK REQUIRED. (SEC. 5138.) No asso-
ciation shall be organized under this Title with a less capital than one
hundred thousand dollars, except that banks with a capital of not less
than fifty thousand dollars may, with the approval of the Secretary of
the Treasury, be organized in any place the population of which does
not exceed six thousand inhabitants. No association shall be organ-
ized in a city the population of which exceeds fifty thousand persons
with a less capital than two hundred thousand dollars.

18. SHARES OF STOCK. (SEC. 5139.) The capital stock of each asso-
ciation shall be divided into shares of one hundred dollars each, and
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be deemed personal property, and transferable on the books of the
association in such manner as may be prescribed in the by-laws or
articles of association. Every person becoming a shareholder by such
transfer shall, in proportion to his shares,succeed to all the rights and
liabilities of the prior holder of such shares.

19. PAYMENT OF CAPITAL STOCK. (SEc. 5140.) At least fifty per
centum of the capital stock of every association shall be paid in before
it shall be authorized to commence business; and the remainder of the
capital stock of such association shall be paid in installments of at least
ten per centum each, on the whole amount of the eapital, as frequently
as one installment at the end of each succeeding month from the time
it shall be authorized by the Comptroller of the Currency to commence
business; and the payment of each installment shall be certified to the
Comptroller, under oath, by the president or cashier of the association.

20. ENFORCING PAYMENT OF CAPITAL. (SEC. 5141.) Whenever any
shareholder, or his assignee, fails to pay any installment on the stock
when the same is required by the preceding section to be paid, the
directors of such association may sell the stock of such delinquent share-
holder at public auction, having given three weeks’ previous notice
thereof in a newspaper published and of general circulation in the city
or county where the association is located, or if no newspaper is pub-
lished in said city or county, then in a newspaper published nearest
thereto, to any person who will pay the highest price therefor, to be not
less than the amount then due thereon, with the expenses of advertise-
ment and sale; and the excess, if any, shall be paid to the delinquent
shareholder. If no bidder can be found who will pay for such stock the
amount due thereon to the association, and the cost of advertisement
and sale, the amount previously paid shall be forfeited to the associa-
tion, and such stock shall be sold as the directors may order, within
six months from the time of such forfeiture, and if not sold it shall be
canceled and deducted from the capital stock of the association.

21. RESTORATION OF CAPITAL. (SEC.5141.) If any such cancellation
and reduction shall reduce the capital of the association below the mini-
mum of capital required by law, the capital stock shall, within thirty
days from the date of such cancellation, be increased to the required
amount; in default of which a receiver may be appointed, according to
the provisions of section fifty-two hundred and thirty-four, to close up
the business of the association.

22. EXAMINATION OF ORGANIZATION PROCEEDINGS. (SEC. 5168.)
Whenever a certificate is transmitted to the Comptroller of the Cur-
rency, as provided in this Title, and the association transmitting the
same notifies the Comptroller that at least fifty per centum of its capi-
tal stock hasbeen duly paid in, and that such association has complied
with all the provisions of this Title required to be complied with before
an association shall be authorized to commence the business of bank-
ing, the Comptroller shall examine into the condition of such associa-
tion, ascertain especially the amount of money paid in on account of
its capital, the name and place of residence of each of its directors, and
the amount of the capital stock of which each is the owner in good faith,
and generally whether such association has complied with all the pro-
visions of this Title required to entitle it to engage in the business of
banking.

23. CERTIFICATE OF OFFICERS AND DIRECTORS. (SEC. 5168.) And
shall cause to be made and attested by the oaths of a majority of the
directors, and by the president or cashier of the association, a state-
ment of all the facts necessary to enable the Comptroller to determine
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whether the association is lawfully entitled to commence the business
of banking.

24. DEPosIT OF UNITED STATES BoNDSs. (SeC. 5159.) Every asso-
ciation, after having complied with the provisions of this Title, prelim-
inary to the commencement of the banking business, and before it shall
be authorized to commence banking business under this Title, shall
transfer and deliver to the Treasurer of the United States, as security
for its circulating notes, any United States registered bonds bearing
interest, to an amount where the capital is one hundred and fifty thou-
sand dollars or less, of not less than one-fourth of the capital, and fifty
thousand dollars where the capital is in excess of one hundred and fifty
thousand dollars, (NOTE.—As amended by sec. 8 of the act of July
12, 1882,

25. COB\IPTROLLER’S CERTIFICATE OF AUTHORITY. (SEC. 5169.)
If, upon a careful examination of the facts so reported, and of any
other facts which may come to the knowledge of the Comptroller,
whether by means of a special commission appointed by him for the
purpose of inquiring into the condition of such association, or other-
wise, it appears that such association is lawfully entitled to commence
the business of barking, the Comptroller shall give to such association
a certificate, under his hand and official seal, that such association has
complied with all the provisions required to be complied with before
commencing the business of banking, and that such association is
authorized to commence such business. But the Comptroller may
withhold from an association his certificate authorizing the commence-
ment of business whenever he has reason to suppose that the share-
holders have formed the same for any other than the legitimate objects
contemplated by this title.

26. PUBLICATION OF CERTIFICATE OF AUTHORITY. (SEC. 5170.)
The association shall cause the certificate issued under the preceding
section to be published in some newspaper printed in the city or county
where the association is located, for at least sixty days uext after the
issuing thereof; or, if no newspaper is published in such city or county,
then in the newspaper published nearest thereto.

27. NUMBER AND ELECTION OF DIRECTORS. (SEC.5145.) The affairs
of each association shall be managed by not less than five directors,
who shall be elected by the shareholders at a meeting to be held at any
time before the association is authorized by the Comptroller of the Cur-
rency to cominence the business of banking, and afterward at meetings
to be held on such day in January of each year as is specified therefor
in the articles of association. The directors shall hold office for one
year, and until their successors are elected and have qualified.

28, QUALIFICATIONS OF DIRECTORS. (SEC. 5146.) Every director
must, during his whole term of service, be a citizen of the United
States, and at least three-fourths of the directors must have resided in
the State, Territory, or District in which the association is located for
at least one year immediately preceding their election, and must be
residents therein during their continuance in office. Every director
must own, in his own right, at least ten shares of the capital stock of
the association of which he is a director. Any director who ceases to
be the owner of ten shares of the stock, or who becomes in any other
manner disqualified, shall thereby vacate his place.

29, QUALIFICATIONS OF DIRECTORS IN OKLAHOMA.—Sec. 17 of the
act of May 2, 1890, provides ¢ that the provisions of Title gixty-two of
the Revised Statutes of the United States relating to national banks,
and all amendments thereto, shall have the same force and effect in
the Territory of Oklahoma as elsewhere in the United States:
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¢“Provided, That persons otherwise qualified to act as directors shall
not be required to have resided in said Territory for more than three
months immediately preceding their election as such.”

30. QUALIFICATIONS OF VOTERS AT ELECTIONS. (SEcC. 5144.) In
all elections of directors, and in deciding all questions at meetings of
shareholders, each shareholder shall be eutitled to ore vote on each
share of stock held by him. Shareholders may vote by proxies duly
authorized in writing; but no officer, clerk, teller, or bookkeeper of such
association shall act as proxy; and no shareholder whose liability is
past due and unpaid shall be allowed to vote.

31, OATHS OF DIRECTORS. (SEC. 5147.) Each director, when ap-
pointed or elected, shall take an oath that he will, so far as the duty
devolves on him, diligently and honestly administer the affairs of such
association, and will not kuowingly violate, or willingly permit to be
violated, any of the provisions of this Title, and that he is the owner
in good faith, and in his own right, of the number of shares of stock
required by this Title, subscribed by him, or standing in his name on
the books of the association, and that the same is not hypothecated
orin any way pledged as security for any loan or debt. Such oath, sub-
seribed by the director making it, and certified by the officer before
whom it is taken, shall be immediately transmitted to the Comptroller
of the Currency, and shall be filed and preserved in his office.

32, FAILURE T0 HoLD ANNUAL ELECTION. (SEcC. 5149.) If, from
any cause, an election of directors is not made at the time appointed,
the association shall not for that cause be dissolved, but an election
may be held on any subsequent day, thirty days’ notice thereof in all
cases having been given in a newspaper pnblished in the city, town, or
county in which the association is located; and if no newspaper is
published in such city, town, or county such notice shall be published
in a newspaper published nearest thereto. If the articles of associa-
tion do not fix the day on which the election shall be held, or if no elee-
tion is held on the day fixed, the day for the election shall be designated
by the board of directorsin their by-laws, or otherwise; or if the direct-
ors fail to fix the day, shareholders representing two-thirds of the
shares may do so.

33. VACANCIES IN BOARD OF DIRECTORS. (SEC. 5148.) Any vacancy
in the board shall be filled by appointment by the remaining directors,
and any director so appointed shall hold his place until the next election.

34. PRESIDENT SHALL BE A DIRECTOR. (SEC. 5150.) One of the
directors, to be chosen by the board, shall be the president of the board.

35. ORGANIZATION OF GOLD BANKS. (SEC. 5185.) Associations may
be organized in the manner prescribed by this Title for the purpose
of issuing notes payable in gold.

36. CONVERSION OF GOLD BANKS.—The act of February 14, 1880,
provides that any national gold bank organized under the provisions
of the laws of the United States mnay, in the manner and subject to the
provisions presecribed by section fifty-one hundred and fifty-four of the
Revised Statutes of the United States, for the conversion of banks
incorporated under the laws of any State, cease to be a gold bank and
become such an association asis authorized by section fifty-one hundred
and thirty-three, for carrying on the business of banking, and shall have
the same powers and privileges, and shall be subject to the same duties,
responsibilities, and rules, in all respects, as are by law preseribed for
such associations: Provided, That all certificates of organization which
shall be issued under this act shall bear the date of the original organ-
ization of each bank respectively as a gold bank.
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37. CONVERSION OF STATE BANKS. (SEc. 5154.) Any bank incor-
porated by special law, or any banking institution organized under a
general law of any State, may become a national association under this
Title by the name prescribed in its organization certificate; and in such
case the articles of association and the organization certificate may be
cxecuted by a majority of the directors of the bank or banking institu-
tion; and the certificate shall declare that the owners of two-thirds of
the capital stock have authorized the directors to mnake such certificate,
and to change and convert the bank orbanking institution into a nationat
assoclation. A majority of the directors, atter executing the articles
of’ association and organization certificate, shall have power to execute
all other papers, and to do whatever may be required to make its organ-
ization perfect and complete as a national association. The shares of
any such bank may continue to be for the same amount each as they
were before the conversion, and the directors may continue to be the
directors of the association until others are elected or appointed in
accordance with the provisions of this chapter; and any State bank
which is a stockholder in any other bank, by authority of State laws,
may continue to hold its stock, although either bank, or both, may be
organized under and have accepted the provisions of this Title. When
the Comptroller of the Currency has given to such association a certifi-
cate, under his hand and official seal, that the provisions of this Title
have been comnplied with, and that it is authorized to commence the
business of banking, the association shall have the same powers and
privileges, and shall be subject to the same duties, responsibilities, and
rules, in all respects, as are prescribed for other associations, originally
organized as mnational banking associations, and shall be held and
regarded as such an association. But no such association shall have a
less capital than the amount prescribed for associations organized under
this Title.

38. CAPITAL OF STATE BANKS. (SEC. 3410.) The capital of any State
bank or banking association which has ceased or shall cease to exist,
or which has been or shall be converted into & national bank, shall be
assumed to be the capital as it existed immediately before such bank
ceased to exist or was converted as aforesaid.

39. CONVERTED BANKS MAY RETAIN BRANCHES. (SEC. 5155.) It
shall be lawful for any bank or banking association, organized under
State laws and having branches, the capital being joint and assigned
to and used by the mother bank and branches in definite proportions, to
become a national banking association in conformity with existing laws
and to retain and keep in operation its branches, or such one or more
of them as it may elect to retain, the amount of the circulation redeem-
able at the mother bank and each branch to be regulated by the
amount of capital assigned to and used by each.

40. PERSONAL LIABILITY OF SHAREHOLDERS. (SEC. 5151.) The
shareholders of every national banking association shall be held indi-
vidually responsible, equally and ratably, and not one for another, for
all contracts, debts, and engagements of such association to the extent
of the amount of their stock therein, at the par value thereof, in addi-
tion to the amount invested in such shares, except that shareholders
of any banking association now existing under State laws having not
less than five millions of dollars of capital actually paid in and a sur-
plus of twenty per centum on hand, both to be determined by the
Comptroller of the Currency, shall be liable only to the amount invested
in their shares; and such surplus of twenty per centum shall be kept
undiminished, and be in addition to the surplus provided for in this
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Title; and if at any time there is a deficiency in such surplus of twenty
per centum such association shall not pay any dividends to its share-
holders until the deficiency is made good; and in case of such defici-
ency the Comptroller of the Currency may compel the association to
close its business and wind up its affairs under the provisions of chapter
four of this Title.

41. EXCEPTION FOR TRUSTEES, ETC. (SEC. 5152.) Persons hold-
ing stock as executors, administrators, guardians, or trustees shall not
be personally subject to any liabilities uas stockholders; but the estates
and funds in their hands shall be liable in like manner and to the same
extent as the testator,intestate, ward, or person interested in such trust
funds would be if living and competent to act and hold the stockin his
OWIl name.

42, AMENDMENT OF ARTICLES RESTRICTED.—Sec. 5139 provides
that no change shall be made in the articles of association of a national
bank by which the rights, remedies, or security of the existing creditors
of the association shall be impaired.

43, INCREASE OF CAPITAL STOCK. (SEC. 5142.) Any association
formed under this Title may, by its articles of association, provide for
an increase of its capital from time to time, as may be decmed expedi-
ent, subject to the limitations of this Title, But the maximum of such
increase to be provided in the articles of association shall be deter-
mined by the Comptroller of the Currency. Sec.1 of the act of May 1,
1886, provides that any national banking association may, with the
approval of the Comptroller of the Currency, by the vote of share-
holders owning two-thirds of the stock of such association, increase
its capital stock, in accordance with existing laws, to any sum approved
by the said Comptroller, notwithstanding the limit fixed in its original
articles of association and determined by said Comptroller; and no
increase of the capital stock of any national banking association either
within or beyond the limit fixed in its original articles of association
shall be made except in the manner herein provided.

44, WHEN INCREASE BECOMES VALID. (SEC. 5142.) And no increase
of capital shall be valid until the whole amount of such increase is
paid in, and notice thereof has been transmitted to the Comptroller
of the Currency, and his certificate obtained specifying the amount
of such increase of capital stock, with his approval thereof, and that it
has been duly paid in as part of the capital of such association.

45, REDUCTION OF CAPITAL STOCK. (SEC. 5143.) Any association
formed under this Title may, by the vote of shareholders owning two-
thirds of its capital stock, reduce its capital to any swin not below the
amount required by this Title to authorize the formation of associations,
but no such reduction shall be allowable which will reduce the capial-
of the association below the amount required for its outstanding circut
lation, nor shall any such reduction be made until the amount of the
proposed reduction has been reported to the Comptroller of the Cur-
rency and his approval thereof obtained.

46, CHANGE OF TITLE AND LOCATION.—Secs. 2,3, and 4 of the act
of May 1, 1886, provide:

Sec. 2. That any national banking association may change its name
or the place where its operations of discount and deposit are to be car-
ried on to any other place within the same State, not more than thirty
miles distant, with the approval of the Comptroller of the Currency,
by the vote of shareholders owning two-thirds of the stock of such
association. A duly authenticated notice of the vote and of the new
name or location selected shall be sent to the office of the Comptroller
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of the Currency, but no change of name or location shall be valid until
the Comptrolier shall have issued his certificate of approval of the
same.

SEc. 3. That all debts, liabilities, rights, provisions, and powers of
the association under its old name shall devolve upon and inure to the
association under its pew name.

SEc. 4. That nothing in this act contained shall be so construed as
in any manner to release any national banking association under its
old name or at its old location from any liability, or affect any action
or proceeding in law in which said association may be or become a
party or interested.

47, STATUS OF NATIONAL BANKS ORGANIZED UNDER THE ACT OF
FEBRUARY 25, 1863. (SEc. 5156.) That nothing in this Title shall affect
any appointments made, acts done, or proceedings had or commenced
prior to the third day of June, eighteen hundred and sixty-four, in or
toward the organization of any national banking association under the
act of February twenty-five, eighteen hundred and sixty-three; but all
associations which on the third day of June, eighteen hundred and
sixty-four, were organized or commenced to be organized under that
act shall enjoy all the rights and privileges granted, and be subject to
all the duties, liabilities, and restrictions imposed by this Title, notwith-
standing all the steps prescribed by this Title for the organization of
associations were not pursued, if such associations were duly organized
under that act.

CHAPTER THREE.

BANK CIRCULATION.

48. United States bonds defined. I 65. Worn-out or mutilated circulation.
49, Security for circulation. { 66. Provisions for redeeming circulation.
50. Relation of bond deposit to capital. 67. Withdrawing circulation.

51. Exchange of bonds. 68. General provisions for withdrawing
52. Bonds held by Treasurer. circulation.

53. Record of bond transfers. 69. Circulation of extended banks,

54. Notice of transfer. 70. Circulation of liquidating banks,

55. Examination of bonds and records. 71. Circulation of closed banks.

56. Annual examination of bouds. 72. Regulations forredemption records.
57. General provisions respecting bonds. | 73. Redeemed notes to be canceled.

58. Amount of circulation obtainable. 74. Redemption in United States notes.
59. Preparation of bank circulation. 75. Disposition of redemption account.
60. Circulationshallbearcharternumber. | 76. Redemption of incomplete circula-
61. Control of plates and dies. tion.

62. Examination of plates and dies. 77, Banks take circulation at par.

63. Circulation, for what receivable. 78. Issue of other notes prohibited.

64. Circulation of gold banks. 79. Fraudulent notes to be marked.

48, UNITED STATES BoNDS DEFINED. (SEC. 5158.) The term “United
States bonds,” as used throughout this chapter, shall be construed to
mean registered bonds of the United States.

49. SECURITY FOR CIRCULATION. (SEC. 5159.) Every association,
after having complied with the provisions of this Title, preliminary to
the commencement of the banking business, and before it shall be
authorized to commence banking business under this Title, shall trans-
fer and deliver to the Treasurer of the United States, as security for
its circulating notes, any United States registered bonds, bearing inter-
est, to an amount, where the capital is one hundred and fifty thousand
dollars or less, not less than one-fourth of the capital, and fifty thou-
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sand dollars where the capital is in excess of one hundred and fifty
thousand dollars. Such bonds shall be received by the Treasurer upon
deposit, and shall be by him safely kept in his office until they shall be
otherwise disposed of in pursuance of the provisions of this Title; and
such of those banks having on deposit bonds in excess of that amount
are authorized to reduce their circulation by the deposit of lawful money
as provided by law: Provided, That the amount of such circulating
notes shall not exceed in any case ninety per centum of the par value
of the bonds deposited as herein provided. (NoTE.—As amended by
sec. 4 of the act of June 20, 1874, and sec. 8 of the act of July 12, 1882.)

50. RELATION OF BoNp DEPOSIT TO CArITAL., (SEC. 5160. ) The
deposit of bonds made by each association shall be increased as its capi-
tal may be paid up or increased, so that every association shall at all
times have on deposit with the Treasurer registered United States bonds
to the amount required by law. And any association that may desire to
reduce its capital or close up its business and dissolve its organization
may take up its bonds upon returning to the Comptroller its circulating
notes in the proportion lereinafter required, or may take up any excess
of bonds beyond the amount required by law, and upon which no cir-
culating notes have been delivered.

51. EXCHANGE OF BoNDs. (SEC. 5161.) To facilitate a comapliance
with the two preceding sections, the Secretary of the Treasury is author-
ized to receive from any association, and cancel, any United States cou-
pon bonds, and to issue in lieu thereof registered bonds of like amount,
bearing a like rate of interest, and having the same time to run,

52, Bonps HELD BY TREASURER. (SEC. 5162.) All transfers of
United States bonds made by any association under the provisions of
this Title shall be made to the Treasurer of the United States in trust
for the association, with a memorandum written or printed on each
bond, and signed by the cashier, or some other officer of the associa-
tion making the deposit. A receipt shall be given to the association,
by the Comptroller of the Currency, or by a clerk appointed by him
for that purpose, stating that the bond is held in trust for the associa-
tion on whose behalf the transfer is made, and as security for the
redemption and payment of any circulating notes that have been or
may be delivered to such association. No assignment or transfer of
any such bond by the Treasurer shall be deemed valid unless counter-
signed by the Comptroller of the Currency.

53. RECORD OF BOND TRANSFERS. (Stc. 5163.) The Comptroller of
the Currency shall keep in his office a book in which he shall cause to
be entered, immediately upon countersigning it, every transfer or
assignment by the Treasurer, of any bonds belonging to a national
bauking association, presented for his signature. He shall state in
such entry the name of the association from whose account the transfer
is made, the name of the party to whom it is made. and the par value
of the bonds transferred.

54, NoTICE OF TRANSFER. (SEcC. 5164.) The Comptroller of the Cur-
rency shall, immediately upon countersigning and entering any trans-
fer or assignment by the Treasurer of any bonds belonging to a national
banking association, advise by mail the association from whose accounts
the transfer is made of the kind and numerical designation of the bonds
and the amount thereof so transferred.

55, EXAMINATION OF BONDS AND RECORDS. (SEC. 5165.) The Comp-
troller of the Currency shall have at all times, during office hours, aceess
to the books of .the Treasurer of the United States for the purpose of
ascertaining the correctness of any transfer or assignment of the bonds
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deposited by an association, presented to the Comptroller to counter-
sign; and the Treasurer shall have the like access to the book mentioned
in section fifty-one hundred and sixty-three, during office hours, to ascer-
tain the correctness of the entries in the same; and the Comptroller
shall also at all times have access to the bonds on deposit with the
Treasurer to ascertain their amount and condition.

56. ANNUAL EXAMINATION OF BoONDS. (SEC. 5166.) Every associa-
tion having bonds deposited in the office of the Treasurer of the United
States shall, once or oftener in each iiscal year, examine and compare
the bonds pledged by the association with the books of the Comptroller
of the Currency and with the accounts of the association, and, if they
are found correct, to execute to the Treasurer a certificate setting forth
the different kinds and the amounts thereof, and that the same are in
the possession and custody of the Treasurer at the date of the certificate.
Such examination shall be made at such time or times during the ordi-
nary business hours as the Treasurer and the Comptroller, respectively,
may select, and may be made by an officer or agent of such association,
duly appointed in writing for that purpose; and his certificate before
mentioned shall be of like force and validity as if executed by the pres-
ident or cashier. A duplicate of such certificate, signed bv the Treas-
urer, shall be retained by the association.

67. GENERAL PROVISIONS RESPECTING BONDS. (SEC.5167.) The
bonds transferred to and deposited with the Treasurer of the United
States by any association for the security of its circulating notes shali
be held exclusively for that purpose until such notes are redeemed,
except as provided in this Title. The Comptroller of the Currency shall
give to any such association powers of attorney to receive and appro-
priate to its own use the interest on the bonds which it has so trans-
ferred to the Treasurer; but such powers shall become inoperative
whenever such association fails to redeem its circulating notes. When-
ever the market or cash value of any bonds thus deposited with the
Treasurer is reduced below the amount of the circulation issued for the
same the Comptroller may demand and receive the amount of such
depreciation in other United States bonds at cash value, or in money,
from the association, to be deposited with the Treasurer as long as such
depreciation continues. And the Comptroller, upon the terms pre-
scribed by the Secretary of the Treasury, may permit an exchange to
be made of any of the bonds deposited with the Treasurer by any asso-
ciation for other bonds of the United States authorized to be received
as security for circulating notes if he is of opiniou that such an
exchange can be made without prejudice to the United States; and he
may direct the return of any bonds to the association which transferred
the same, in sums of not less than one thousand dollars, upon the sur-
render to him and the cancellation of a proportionate amount of such
circulating notes: Provided, That the remaining bonds which shall
have been transferred by the association offering to surrender circulat-
ing notes are equal to the amount required for the circulating notes not
surrendered by such association, and that the amount of bonds in the
hands of the Treasurer is not diminished below the amount required to
be kept on deposit with him, and that there has been no failure by the
association to redeem its circulating notes, nor any other violation by
it of the provisions of this Title, and that the market or cash value of
the remaining bonds is not below the amount required for the circula-
tion issued for the same.

58. AMOUNT OF CIRCULATION OBTAINABLE.—Sec. 10 of the act of
July 12, 1882, provides that upon a deposit of bonds as described by
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sections fifty-one hundred and fifty-nine and fifty one hundred and
sixty, the association making the same shall be entitled to receive from
the Comptroller of the Currency circulating notes of different denomi.
nations, in blank, registered and countersigned as provided by law,
equal in amount to ninety per centnm of the current market value, not
exceeding par, of the United States bonds so transferred and delivered,
and at no time shall the total amount of such notes issued to any such
association exceed ninety per centum of the amount at such time
actually paid in of its capital stock,

59. PREPARATION OF BANK CIRCULATION. (SEC. 5172.) In order to
furnish suitable notes for circulation, the Comptroller of the Currency
shall, under the direction of the Secretary of the Treasury, canse plates
and dies to be engraved, in the best manner to guard against counter-
feiting and frandulent alterations, and shall have printed therefrom,
and numbered, such quantity of circulating notes, in blank, of the
denominations of five dollars, ten dollars, twenty dollars, fifty dollars,
one hundred dollars, five hundred dollars, and one thousand dollars, as
may be required to supply the associations entitled to receive the same.
Such notes shall express upon their face that they are secured by United
States bonds, deposited with the Treasurer of the United States, by the
written or engraved signatures of the Treasurer and Register, and by
the imprint of the seal of the Treasury; and shall also express upon
their face the promise of the association receiving the same to pay on
demand, attested by the signatures of the president or vice-president
and cashier; and shall bear such devices and such other statements,
and shall be in such form, as the Secretary of the Treasury shall, by
regulation, direct.

60, CIRCULATION SHALL, BEAR CHARTER NUMBER.—Sec. 5 of the
act of June 20,1874, provides that the Comptroller of the Currency
shall, under such rules and regulations as the Secretary of the Treasnury
may prescribe, cause the charter numbers of the associations to be
printed upon all national-bank notes which may be hereafter issued
by him,

61. CONTROL OF PLATES AND DIES. (SEc. 5173.) The plates and
special dies to be procured by the Comptroller of the Currency for the
printing of such circulating notes shall remain under his control and
direction.

62, EXAMINATION OF PLATES AND DIES. (S£c. 5174.) The Comp-
troller of the Currency shall cause to be examined, each year, the
plates, dies, but pieces [bed pieces|, and other material from whieh the
national-bank eircnlation is printed, in whole or in part, and file in his
office annually a correct list of the same, Such naterial as shall have
been used in the printing of the notes of associations whieh are in
liquidation, or have closed business, shall be destroyed, under such
regulations as shall be prescribed by the Comptroller of the Currency
and approved by the Secretary of the Treasury. The expenses of any
such examination or destruction shall be paid out of any appropriation
made by Congress for the special examination of national banks and
bank note plates.

63. CIRCULATION, FOR WHAT RECEIVABLE. (SEC. 5182,) After any
association receiving eirculating notes under this Title has caused its
promise to pay such notes on demand te be signed by the president or
vice-president and cashier thereof, in such manner as to make them
obligatory promissory notes, payable on demand at its place of busi-
ness, such association may issue and circulate the same as money.
And the same shall be received at par in all parts of the United States
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in payment of taxes, excises, public lands, and all other dues to the
United States, except duties on imports; and also for all salaries and
other debts and demands owing by the United States to individuals,
corporations, and associations within the United States, except interest
on the public debt, and in redemption of the national curreney.

64. CIRCULATION OF GOLD BANKS. (SEC. 5185.) Associations may
be organized in the manner prescribed by this Title for the purpose of
issuing notes payable in gold; and upon the deposit of any United
States bonds bearing interest payable in gold with the Treasurer of the
United States, in the manner prescribed for other associations, it shall
be lawful for the Comptroller of the Currency to issue to the association
making the deposit circulating notes of ditferent denominations, but
none of them of less than five dollars, and not exceeding in amount
eighty per centum of the par value of the bonds deposited, which shall
express the promise of the association to pay them, upon presentation
at the office at which they are issuned, in gold coin of the United States,
and shall be so redeemable. v

65. WORN-0UT OR MUTILATED CIRCULATION. (SEC. 5184.) It shall
be the duty of the Comptroller of the Currency to receive worn-out or
mutilated eirculating notes issued by any banking association, and
also, on due proof of the destruction of any such circulating notes, to
deliver in place thereot to the association other blank circulating notes
to an equal amount. Such worn-out or mmutilated notes, after a mem-
orandum has been entered in the proper books, in accordance with
such regulations as may be established by the Comptroller, as well as
all circulating notes which shall have been paid or surrendered to be
canceled, shall be macerated in presence of four persons, one to be
appointed by the Secretary of the Treasury, one by the Comptroller of
the Currency, one by the Treasurer of the United States, and one by
the association, under such regulations as the Secretary of the Treas-
ury may prescribe. A certificate of such maceration, signed by the
parties so appointed, shall be made in the books of the Comptroller,
and a duplicate thereof forwarded to the association whose notes are
thus canceled.

66, PROVISIONS FOR REDEEMING CIRCULATION,—Sec. 3 of the act
of June 20, 1874, provides that every association organized,-or to be
organized, under the provisions of the said act, and of the several acts
amendatory thereof, shall at all times keep and have on deposit in the
Treasury of the United States, in lawful money of the United States,
a sum equal to five per centum of its circulation, to be held and used
for the redemption of such circulation; which sum shall be eounted as
a part of its lawtul reserve, as provided in section two of this act; and
when the circulating notes of any such associations, assorted or unas-
sorted, shall be presented for redemption, in sums of one thousand
dollars or any multiple thereof, to the Treasurer of the United States,
the same shall be redeemed in United States notes. All notes so
redeenied shall be charged by the Treasurer of the United States to the
respective associations issuing the same, and he shall notify them
severally, on the first day of each month, or oftener, at his discretion,
of the amount of such redemptions; and whenever such redemptions
for any association shall amount to the sum of five hundred dollars,
such association so notified shall forthwith deposit with the Treasurer
of the United States a sum in United States notes equal to the amount
of its circulating notes so redeemed. And all notes of national banks,
worn, defaced, mutilated, or otherwise unfit for circulation, shall, when
received by any assistant treasurer, or at any designated depositary of
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the United States, be forwarded to the Treasurer of the United States
for redemption as provided herein. And when such redemptions have
been so reimbursed, the circulating notes so redeemed shall be for-
warded to the respective associations by which they were issued; but
if any of such notes are worn, mutilated, defaced, or rendered other-
wise unfit for use, they shall be forwarded to the Comptroller of the
Currency and destroyed, and replaced as now provided by law: Pro-
vided, That each of said associations shall reimburse to the Treasury
the charges for transportation and the costs for assorting such notes;
and the associations hereafter organized shall also severally reimburse
to the Treasury the cost of engraving such plates as shall be ordered
by each association respectively; and the amount assessed upon each
association shall be in proportion to the circulation redeemed, and be
charged to the fund on deposit with the Treasurer.

67. WITHDRAWING CIRCULATION.—Sec. 4 of the act of June 20,
1874, provides that any association organized under this act, or any of
the acts of which this is an amendment, desiring to withdraw its circu-
lating notes, in whole or in part, may, upon the deposit of lawful money
with the Treasurer of the United States in sums of not less than nine
thousand dollars, take up the bonds which said association has on
deposit with the Treasurer for the security of such circulating notes,
which bonds shall be assigned to the bank in the manner specified in
the nineteenth section of the national-bank act; and the outstanding
notes of said association, to an amount equal to the legal-tender notes
deposited, shall be redeemed at the Treasury of the United States, and
destroyed as now provided by law: Provided, That the amount of the
bonds on deposit for circulation shall not be reduced below fifty thou-
sand dollars.

68. GENERAL PROVISIONS FOR WITHDRAWING CIRGULATION,—
Secs. 8 and 9 of the act of July 12, 1882, provide: (Sk¢, 8.) That the
national banks which shall hereafter make deposits of lawful money
for the retirement in full of their circulation shall, at the time of their
deposit, be assessed for the cost of transporting and redeeming their
notes then outstanding, a sum equal to the average cost of the redemp-
tion of national-bank notes during the preceding year, and shall there-
upon pay sich assessment; and all national banks which have here-
tofore made or shall hereafter make deposits of lawful money for the
reduction of their circulation shall be assessed, and shall pay an assess-
ment in the manner specified in section three of the act approved June
twentieth, eighteen hundred and seventy-four, for the cost of trans-
porting and redeeming their notes redeemed from such deposits subse-
quently to June thirtieth, eighteen hundred and eighty-one.

Seo. 9. That any national banking association now organized, or
hereafter organized, desiring to withdraw its circulating notes, upon a
deposit of lawful money with the Treasurer of the United States, as
provided in section four of the act of June twentieth, eighteen hundred
and seventy-four, or as provided in this aect, is authorized to deposit
lawful money and withdraw a proportionate amouut of the bonds held
as security for its circulating notes in the order of such deposits; and
no national bank which makes any deposit of lawful money in order to
withdraw its circulating notes shall be entitled to receive any increase
of its circulation for the period of six months from the time it made
such deposit of lawful money for the purpose aforesaid: Provided,
That not more than three millions of dollars of lawful money shall be
deposited during any calendar month for this purpose: And provided
Surther, That the provisions of this section shall not apply to bonds

CUR 98 2




18 REPORT OF THE COMPTROLLER OF THE CURRENCY.

called for redemption by the Secretary of the Treasury, nor to the with-
drawal of circulating notes in consequence thereof.

69, CIRCULATION OF EXTENDED BANKS.—Sec. 6 of the act of July
12, 1882, provides that the circulating notesof any association so extend-
ing the period of its succession which shall have been issued to it prior
to such extension shall be redeemed at the Treasury of the United
States, as provided in section three of the act of June twentieth, eight-
een hundred and seventy-four, entitled “An act fixing the amount o!
United States notes, providing for redistribution of national bank cur-
rency, and for other purposes,” and such notes when redeemed shall bo
forwarded to the Comptroller of the Currency, and destroyed, as now
provided by law; and at the end of three years from the date of the
extension of the corporate existence of each bank the association so
extended shall deposit lawful money with the Treasury of the United
States sufficient to redeem the remainder of the circulation which was
outstanding at the date of its extension, as provided in sections fifty-two
hundred and twenty-two, fifty-two hundred and twenty-four, and fifty-
two hundred and twenty-five of the Revised Statues; and any gain that
may arise from the failure to present such circulating notes for redemp-
tion shall inure to the benefit of the United States; and from time to time,
as such notes are redeemed or lawful money deposited therefor as pro-
vided herein, new circulating notes shall be issued as provided for by
this act, bearing such devices, to be approved by the Secretary of the
Treasury, as shall make them readily distinguishable from the circulat-
ing notes heretofore issued: Provided, however, That each banking asso-
ciation which shall obtain the benefit of this act shall reimburse to the
Treasury the cost of preparing the plate or plates for such new circu-
lating notes as shall be issued to it.

70. CIRCULATION OF LIQUIDATING BANKS. 