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PROSPECTS OF TRADE.

Many of the newspapers, at least, are sanguine of an immediate
trade revival. They bzhold numerous signs of it on every hand.
Certainly the event accords with the wish of every one; but we
are not so hopeful. While there are some indications of improv-
ing trade, we think that there are deeper causes which indicate
a continued depression.

The losses by the recent flood in Pennsylvania and other States
will not make a foundation for more active times than would
otherwise have existed. It is true that a very considerable amount
of work must be done to make the losses good; but, after all,
this work only means the supplying of what has been lost, and
when the repairs are completed nothing will have been' added to
the wealth of the country; and in no real or true sense can it
be said that by thus making the losses good is the country ben-
efited by the event. In the first place, some who have lost
heavily will be obliged to compromise with their creditors, or get
extensions of their paper, or in one way or another be favored;
so that the loss, whether borne by them or shared in part by
others, is nevertheless a real loss which cannot by any magic be
converted into anything else. On the other hand, if the millions
thus lost were in the country to-day they would just as certainly
be used for further production. If anything is certain, it is that
capital never remains idle long, but is constantly pushing out for
employment in every possible direction. There are short seasons,

I
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it is true, when it will accumulate in banks and other places, but
it is always discontented when at rest. Unlike the ocean, it is
never contented when still, and never remains long 1n this con-
dition.

The real reason for the existing depression all over the coun-
try is this: Within a few years a large sum of money has
been expended, especially in the extension of railroads, far
beyond the necessities of the time, and on which little or no
profit is earned. It may be that in our wonderful country all of
these great railroad extensions will prove profitable within ten or
fifteen years, possibly some of them sooner; but in many cases
hardly any returns have come from many millions of capital thus
expended. What is the meaning of all this? A very consider-
able portion of the capital of the country for the time being has
been sunk; it has ceased to be productive. Nothing comes from
it, and consequently the owners are for the time impoverished to
that degree. If a man has nothing, he can spend nothing, and
this applies to the richest as well as to the poorest; and if the
capital of the richest is impaired or cut down in any degree, that
impairment is just as truly felt by the country as the impairment
of the capital of any other man. It may be that in his own
private living his expenses are just as great as before; neverthe-
less he has less money to invest. He therefore gives employ-
ment to fewer men, and he cannot, if he would, employ as many
or do as much to keep the wheels of industry in motion as he
could if his income were larger. His motive does not affect the
question; he may be just as desirous of driving those wheels as
ever, but his power is less, and whenever this shrinking occurs,
whatever may be the cause, production must languish. If he
seeks to make good his loss by borrowing from the banks, he merely
takes the capital of others, so that they have less to expend in
keeping the wheels of industry in motion than they would have,
had no borrowing occurred. In other words, by no magic can
any more be expended than exists. Nor will credit in the least
help the situation. All that credit can do is to transfer capital
from one person to another. It does not increase capital: that
remains the same, except as it may be increased by production
or diminished by positive loss. Creditj adds nothing and takes
nothing from it; it operates to transfer capital from one person
to another, and so may be entirely eliminated from the question.

This fact, then, cannot be denied, that a very large amount of
capital in our country has become for several months or years
unproductive; in other language, has been temporarily or perma-
nently sunk. Since this is so, there is less capital for the em-
ployment of labor for construction of every kind; and the
consequence is that prices are shrinking and must continue to
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shrink until the losses thus sustained by a few in the begin-
ning are to a considerable extent borne by others. Suppose a
capitalist had four millions of dollars four years ago, and at the
present time two millions are invested in unproductive railroads.
He has now only two millions of paying capital left, and it is
evident that with these he cannot employ as many persons or
engage as widely in the industries as he could if he had his
four millions. But suppose that prices should become so reduced
in the course of the next two or three years that his two mil-
lions are as efficient as his four millions once were, then it is
evident that he has once more so completely recovered that he
can engage in as heavy operations as he could before his loss
occurred.

If what we have said is true, then we see clearly enough the
recovery which is going on all the time during a period of
depression. Prices may be daily decreasing, nevertheless a time
is coming from the decrease whereby those who suffer will in the
end be able to undertake their industrial operations on the same
scale that they did years before. Their capital is relatively having
greater power by the general shrinkage. So far as they are
directly affected by the shrinkage they are losers too, but so far
as others lose more they are gainers. Of course, relatively, recovery
may come in other ways, by an increase of business and by an
advance of prices. This we think is the correct explanation of
a period of depression and the mode in which the cure is wrought.
However true this may be, when the losses sustained by a few
in the beginning are divided over the entire country, then the end
of the depression has come. They cannot be wholly borne by the
persons on whom they originally fall. In some form or other
they must pass through the entire community before any
recovery can take place. Suppose there were no change of
prices following the losses of the capitalist in these new railroads.
They certainly would be unable to employ labor as they did
before, and therefore fewer men would be engaged, and this would
have a tendency to reduce prices, so that from any point in
which the question is regarded the same result inevitably follows.

Thus we see why business is in its present stagnant condition.
A large amount of capital has become unproductive; the owners
cannot use it. They can not employ labor as they did before,
nor buy and sell as they did before, and so producers of mer-
chandise must reduce their prices to meet the present state of
affairs. Now this is going on, prices are shrinking, and all kinds
of business are becoming adjusted to the new state of things,
and while this readjustment continues we do not see much, if any,
chance of improvement in business. Nevertheless, it is certain
that!fthis readjustment means a preparation for better times.
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When this readjustment has become general we shall see the
wheels of trade start in all directions. Until then, people must
have patience to do the best they can and be happy if they suc-
ceed even in holding their own. We think it may be fairly
said that the country at large is undergoing this period of adjust-
ment with less loss than at any other time in its history, and it
will probably emerge from it more quickly than ever before.
Nevertheless, some months, or perhaps years must go around be-
fore business will be very active. This is the way we regard
the situation.

THE NEGOTIABILITY OF NOTES CONTAINING A
STIPULATION FOR ATTORNEY'S FEES.

A few months ago we published the syllabus of a decision by
the Supreme Court of Michigan, in which the court held that a
note containing a stipulation for the payment of an attorney’s fee
was not negotiable. We were asked by some of our friends at
the time whether this was the law in other States. We will
look briefly into the question because one or two more
decisions have recently been made on the subject.

At the outset, the question should be divided into two parts.
The first is, whether a note containing such a stipulation is void;
and, secondly, if the note be good, whether it is also negotiable.
In regard to the first point the authorities are quite unanimous that
the note containing such a stipulation is not void. This question
was considered by the Supreme Court of Maryland in the case of
Bowie v. Hall, decided last November. It was there held that
the stipulation in the note in the case of non-payment at maturity
to pay the cost of paying the same, including attorney’s commis-
sion, was valid. In the case of the Manufacturing Company v.
Newman (60 Md. 584 ) the same court held that the same stipulation
destroyed the negotiability of the note, but did not impair the
validity of the contract. On the contrary, the court said:

“ But to declare such stipulations void, in order to maintain the nego-
tiable character of the note, is certainly a strong thing for the court to do,
unless it clearly contravenes some established principle of law. Parties
have the right to make their contracts in what form they please, pro-
vided they consist with the law of the land; and it is the duty of the
courts so to construe them, if possible, as to maintain them in their
inte%:'ity and entirety. While the instrument under consideration may
not be a valid negotiable promissory note, it does not by any means
follow that it is not a valid contract of another description.”

That doctrine has been pretty generally affirmed by the courts
everywhere, we think, and therefore need not be further con-
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sidered. Now for the second question. The courts are squarely
divided on the subject. In Pennsylvania, Missouri, Michigan and
Minnesota the courts have decided in numerous cases that such a
note is not negotiable. In Iowa, Kansas, Kentucky, Wisconsin,
Indiana and Nebraska the opposite doctrine has been held. The
Supreme Court of Nebraska has recently delivered two decisions
on the subject, in one of which Judge Cobb said: “ Under the
provisions of our statutes, when attorney fees are allowed by the
court they do not become a part of the judgment proper, but a
part of the costs, and it is expressly provided that such allow-
ance shall be made in all cases wherein the mortgage or other
written instrument, upon which the action is brought, shall in
express terms provide for the allowance of an attorney's fee; and
it must have been the intention of the legislature that such writ-
ten instrument, if containing words of negotiability, should still
retain that character, notwithstanding the clause allowing an
attorney’s fee. (Heard v. Dubugue County Bank, 8 Neb. 10) The
court cited the following cases in support of this decision: Seaton
v. Scovill (18 Kan. 433), Sperry v. Horr (32 lowa 184), Hubbard
v. Harrison (38 Ind. 323), Stomeman v. Pyle (35 Ind. 103),
Joknson v. Crossland (34 Ind. 334)., Dietrick v. Bayki (23 La.
Ann. 767), Gaar v. Louisville B. Co. (11 Bush 180). Shortly after-
ward the same court decided a second case the same way,
Kemp v. Klaus (8 Neb. 24). The Supreme Court of Missouri,
however, have declared that such a note is non-negotiable. (Bank
of Tremton v. Gay, 63 Mc. 33.)

Perhaps nothing further need be said on the question. The
courts simply are divided, hopelessly so, and the important thing
is for the banks to know what the rule is in their own State on
the subject. It is one of the strong illustrations showing the
need of a national code of commercial law. There are many
such questions which may lead banks and holders into difficulty,
and which would be readily settled if a national or interstate
code was in operation.
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A REVIEW OF FINANCE AND BUSINESS.
WEATHER THE CHIEF FACTOR IN THE SITUATION.

~_The glowing prospects of the month of May for the biggest, the
best and the earliest harvests this country has ever known, have
been succeeded by weather conditions in the month of June which
have materially endangered the fulfillment of the promises of May,
if indeed they have not already modified them, to an extent that
will affect all branches of business more or less unfavorably. This
change in the business situation has been reflected in the * weather
markets ” of the past month, where prices have literally gone up
and down, with the sunshine and the rain. The abnormal dis-
turbance of atmospheric conditions, which began with the disasters
in Pennsylvania, have continued for the greater part of June,
throughout the larger part of the great agricultural region of the
Mississippi and Ohio valleys, and have extended to and across the
Atlantic Ocean, affecting the crops of both hemispheres; and, for
the greater part, unfavorably. The three chief exceptions are, first,
the Pacific coast, which has secured a fine and above an average
harvest of wheat; second, the spring wheat of the Northwest,
where the drought of May, which was favorable to extended seed-
ing, lasted till the latter part of June, before sufficient rains came
to put that crop out of danger from drought; and, in the third
place, the same was true of the other chief spring wheat produc-
ing country, Russia. In the meantime the early harvest in the
winter belt of the United States was not only postponed, but, if
reports are half true, seriously affected both in quantity and qual-
ity by the almost incessant rains. A ‘“wet harvest” in Europe is
considered a bad harvest; and it will be an exception if our win-
ter wheat harvest is not. The harvest in Europe is later, and,
therefore, not endangered by these conditions, as fine weather has
succeeded the rains there in time. The benefit to our spring crop
and that of Russia, by the rains, will not offset the damage to our
winter harvest, because there was previously a loss from the May
conditions of spring wheat, by reason of the continuance of dry
weather well into June, reducing the May prospects. Corn has
been flooded in some sections, and the oat harvest delayed and
injured to some extent, causing these markets to advance, partly
on the danger to these new crops, and in part on the light move-
ment of the old ones, in consequence of such wet weather as seri-
ously to interfere with farmers’ deliveries. Sympathy with the
sharper advance in wheat also helped the upward movement in
other grains and their products, flour and feed.
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THE EFFECT OF CROP DAMAGE ON RAILROAD STOCKS AND SPECULA-
TION.

At the same time that these conditions have advanced the prices
of the great breadstuff staples of home consumption and export,
they have had the natural and opposite effect on railroad securi-
ties, and speculation in them for a rise, which had been pretty
thoroughly discounted, on the magnificent crop prospects of May,
as the speculation for a decline in grain had been discounted on
the same prospects. The reaction in stocks, however, was not so
sharp nor decisive as in wheat, because in part, the stock market
was held up by pools quite generally, which had not unloaded
sufficiently when this damage to the crops occurred, and partly
because the conflicting reports of damage were not believed until
some time after the injury had been done to the winter wheat.
The effect of this, on the Southwestern roads of the Granger system,
was also in part offset by the improved prospects of the spring wheat,
on the Northwestern half of the Grangers. At this juncture, how-
ever, occurred 2 new and equally serious element, in the with-
drawal of the Alton road from the Interstate Association, because
of the alleged violation of its rules, and of the Interstate law, by the
St. Paul road which had taken the Alton’s share of the Kansas
City business, and threatened a general freight rate war in the
entire Granger system. But the same influence of the bankers,
who represent investors, and which had forced the Burlington and
Northern to cease its disturbing influence in the Northwest, by its
cutting of St. Paul and Minneapolis rates, brought the St. Paul,
under its new bankers’ or investors’ directory, back into the traces
of the Interstate Association. With its promise to do so no more,
it was hoped that the Alton would withdraw its notice of with-
drawal, or at least live up to the Association rates, even if it did
not return to the investors’ fold.

EFFECT OF CUT RATES AND GOLD EXPORTS.

These doubts and contingencies were ample cause for a halt in
the Bull movement in railway securities, which began in May, on
better than average crop prospects. But they were not sufficient to
overcome the strength of the Bull clxques, even in face of the
renewed and increased exports of gold during June, and the fear
of a closer money market when the new crops begin to move,
together with the chances of continued specie exports. The situ-
ation seems to be this: The advance of the past two months
in the stocks of the leading grain and Trunk Line roads, fully, if
not more than discounted the exceptional crop prospects of an
early spring, following a mild winter. These prospects have been
materially modified as to the winter wheat harvest, and have,
no doubt, fallen off somewhat on balance of the crops. A reaction,
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of considerable proportions, was therefore natural, and should have
followed these changed conditions. The threatened disruption of
the Interstate Association and a rate war, though not general,
west of Chicago, would have been enough for a successful Bear
campaign had the big cliques been loaded that way. The free
exports of gold in place of our railroad securities, which Europe
does not seem to be thirsting for just now, and the chances in
favor of higher rates for money within sixty days, are certainly not
Bull conditions for either Granger or Trunk line railroad stocks.

THE BOOM IN THE COAL STOCKS.

The boom in the coal stocks, outside the supposed “ melon ” in the
Delaware and Hudson Company, has been predicated wholly upon a
hypothetical “improvement in the coal trade,” consequent upon
reduced output and marking up of prices, and the temporary ina-
bility of some roads to produce their quota. These stocks are
also cliqued, notoriously the Reading, which continues to run
far behind its fixed charges, with little prospect of improvement.
As to the other member of the Anthracite Coal Triumvirate—the
Lackawanna, it was boomed because the price of its rival, the
Delaware and Hudson, was getting dangerously near that of its
own stock, and threatened to cross it, which would never do.
Hence the Lackawanna bellows were set to work on the Stock
Exchange, and the latter stock was kept in the lead a couple of
days, when the wind gave out, and Delaware and Hudson went to
the head for the first time in years, and held it easily. What
kind of a “melon” that in Delaware and Hudson will be, cannot be
learned, as it is still green, if indeed grown. But there is sus-
picion of a watermelon, in the shape of an extra scrip dividend,
or “watered” stock, based upon the increased earnings or value of
its Canadian and other extensions, outside its coal business. The
temporary elimination of the Pennsylvania Railroad from the mar-
ket, by reason of the Johnstown disaster, while a great injury to
that company, as was the loss of its through traffic during the
two weeks required to rebuild and re-establish its western and
coal connections did but little to help the coal trade, as stocks
were ample to supply all demands, which cannot materially
increase, except during the winter season, until the iron trade
revives, of which the prospects are not brilliant, though in some
respects improving, especially in the South, where the output is
stimulated by the low prices, at which the furnaces there claim
they can run and make a profit, though not a large one. This,
and generally good trade, with good crop prospects at the South,
is giving her railroads better traffic and earnings.

THE MONEY AND BOND MARKETS.
As noted above the fear of a closer money market after the
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crops begin to move is leading to a conservative policy on the
part of banks and money lenders, in view of the late expansions
in loans, the reduction in the surplus reserve, and the still small
purchases of bonds by the Government. Yet the latter gives no
uneasiness, as the offerings of bonds have been small at the cur-
rent low rates of interest, and there was neither need nor object
of conversion of these bonds into cash. But the Treasury has
fixed a price at which this can be done with benefit to the Gov-
ernment, and at the same time afford relief to the money mar-
ket and the holders of bonds, should it be needed. The only
question is the amount that will be applicable after the require-
ments of the coming fiscal year have been provided for, as these
are usually very heavy for the first three months after July 1ist.
As to what extent we can stand the export drain of gold to
make good the wants of the Bank of England, which is getting
the bulk of our shipments, without affecting our money market,
there are various opinions, some maintaining that we could export
our full annual production of $33,000,000, which it is thought is
not likely to be exceeded, in view of the fact that our exports are
likely to increase with the incoming crops, and thus stop the
drain. Others claim that with the reduction of the surplus
reserve in the United States Treasury to a lower point than a
year ago such exports would reduce the stock in the country to
an unsafe point, by as much at least, and probably more, than
the amount consumed annually in the arts. The market for all
classes of railroad bonds has followed, and in cases led that for
stocks, but is now more quiet again.

THE TRUST SPECULATIVE MANIA.

The mania for speculation in Trust stocks, upon the New York
Stock Exchange, bids fair to equal the tulip mania, with which
Europe was once afflicted; and to exceed the Copper Trust specu-
lation, which recently resulted so disastrously to the Syndicate in
Paris. Warnings like this, however, have no more weight against
such a craze than reason has with a crowd when panic stricken.
The fact that all these Trusts, big and little, have, until recently,
been unwilling to part with their stock, would be enough, to a
thinking mind, to cause it to inquire, why this sudden and almost
unanimous desire to let the public into all these “big things?” One
would suppose that Trusts had been organized for the benefit of
the public, to judge from the eagerness with which it has grabbed
this bait, which did not even conceal the hook of the monopolist,
who, when he can rob the public no longer, or fears that the
game is at an end, kindly lets his victims have the peel after the
orange is squeezed. The cause of this sudden and general eager-
ness of these originators of Trust monopolies to list their securi-
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ties on the Stock Exchange, and the willingness of that Exchange
to admit anything, from a peanut to a whisky swill-milk Trust,
provided it is sufficiently * watered,” are both easy to explain:
and, to a man of ordinary intelligence and common horse sense,
would need no explanation at all. The Stock Exchange has driven
away a good part of its former business, in its effort to make a
monopoly itself of stock dealings, and the Consolidated Exchange
will keep this business. To make good this loss the old exchange
welcomes with open arms its more successful and monopolistic
brethren all over the country. Hence it has come down to
listing a swill-milk or “cattle feeders” and whisky-distilling Trust
stock to the tune of $30,000,000, on which the public is promised
the 5 per cent. dividends—that have been paid.

The anxiety of the holders of these Trust stocks to dispose of
them before the Legislatures of the different States North, South
East and West, shall again meet, next winter, is apparent from
the fact that some of them passed, at their last session, stringeat
anti-Trust laws, and the rest showed a willingness to do so, that will
be quickened by public opinion before another winter, after which it
will not be such an easy thing for a Trust to evade the laws of
one State, against them, by moving their offices into and organiz-
ing under the laws of States that have no anti-Trust laws. Indeed,
it will be fortunate for these Trusts if Congress itself, under the
change in its control, does not take up and pass, next winter,
some of the many bills introduced last winter by the leaders of
the now ruling party, not only placing them under National con-
trol, but declaring them to be illegal in themselves, since by their
very method of organization they seek to render themselves irre-
sponsible to the laws of the States whose protection they claim
for their property and operations. But before and above all
this legislation, stands the decision of Judge Barrett against the
Sugar Refineries Company, declaring it an illegal organization from
first to last, and all its acts null and void. This decision has not
been repealed, yet this Sugar Trust goes on as if the decision had
never been rendered against it, and tells the public that it will have
no effect, and that a creation of the law is beyond and above its
reach. But these sugar refiners themselves know better than to
trust to such immunity from the law; and, since that decision,
have listed their stock, and are giving the public all it will take,
at prices which would be ridiculous, were there any prospect of
their keeping up the enormous profits they have extorted from
the public since formed, evidently being convinced that it is use-
less to appease the consumers of sugar, and determined to make
hay while the sun shines. Hence it is time the public, which is
eagerly buying these Trust stocks, should be told—what any one
can see, if they will open their eyes—that there is likely to be a
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panic in them sooner or later, and a collapse as fatal as that of
the Copper Trust, which ought to be warning sufficient.

CONTINUED LOSS OF EXPORT TRADE.

Our export trade, though ahead of this period a year ago, is
still behind what it should be, except for cotton and corn, the
volume of the movement of which was never more satisfactory
than this crop year, though prices, especially of corn, have never
been more unsatisfactory. Wheat has been equally low on the
last half of the past crop year, yet exports have not been stim-
ulated thereby, as before explained, and Europe will only buy
here when she cannot buy elsewhere as well, or as quickly. In
other words, we are boycotted by Europe whenever and wherever
possible.

With the big corn crop of last year, and the steady decline in
the price of hog products and beef for the past eight months,
we ought to be free exporters of provisions as well as of corn.
But we are not, for the reason that England is getting Irish and
Danish bacon cheaper or better than American, while frozen mut-
ton from Australia and New Zealand is taking the place in
English markets of our packed beef. This, and the exclusion of
our meats from the Continent, because American, and of our lard
because adulterated, has nearly killed our once great export pro-
vision trade, and there is no immediate prospect of its general
recovery, as other countries have been developed by English capi-
tal and enterprise, until the world’s productive capacity has been
increased many fold faster than its population and consumption
during the past ten years.

THE GENERAL BUSINESS SITUATION.

Outside of these leading interests, the controlling influences of
which have been noted above, there has been little of special
importance or change the past month, worth extended men-
tion. The general business situation, though by no means
bad, continues to be unsatisfactory. Merchants at retail complain
that, owing to unseasonable, cool and wet weather they have no
had their usual spring trade. Jobbers, in turn, say that while
they sold a good amount of goods early in the season, the retail-
ers are not duplicating their orders, as they have not yet sold
their early purchases. Wholesale houses are not accumulating
much stock, as they are filling old orders, while manufacturers are
generally running full time and making small profits with steady
prices, especially in cotton goods, though some classes of woolens
favor the buyer rather than the manufacturers. Yet the market
for the new crop of wool is opening low, and the cost of pro-
duction favors the manufacturer as much as the prices of his
goods do the buyer. With good crops, and prices for them,
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which will return the farmer the cost of production, or more,
we have the prospect of an average good fall trade.

LATEST CROP PROSPECTS.

Since the above was in type there has been a continuance of
the wet weather in the great winter wheat and corn belt, from-
which the former grain has suffered in harvesting, which has now
reached central Illinois, while corn has received a set-back on
the fine promise of June sufficient to make a Bull out of a
Bear market for that staple, and caused a lively stampede of the
shorts to cover. Strange to say, however, the effect on the wheat
market has been small, as the rains have also continued in the
spring wheat belt, and so improved the conditions of that crop
that the speculators have lost sight of the wet winter wheat har-
vest. and are now talking as large a crop again as they did a
month ago, when they were discounting the biggest one ever
raised. Indeed, wild estimates of a 425 million crop of winter, and
a 200 million of spring wheat have been telegraphed over the
country by the Bears, which are ridiculous on their face, as such
a crop would be 100 millions, or more, larger than any crop this
country has ever produced. The fact that the stocks of the rail-
ways, that would be most favorably affected by such news, have
not rallied from their late depression, on these reports, but have
rather declined still more in face of them, leaves an apparent
contradiction somewhere. It is safe to presume, therefore, that the
conditions of both spring and winter wheat, and of corn and oats,
are not so good as they were in early June; and that we are
likely to have, on present prospects, not much more than average
crops when both quality and quantity are considered. Hence little
improvement in the railway situation can safely be predicated upon
these latest reports and estimates of the crops.

REACTION IN TRUST STOCKS.

Since the above, upon the trust speculative mania, was also
written, there has a change in the temper of the public
come over the market, and a pretty sharp reaction in prices,
which may mean two things. After such a rapid and continuous
advance, it is only natural to get a more or less sharp reaction,
whenever the longs attempt to realize their profits, as they will,
sooner or later. This may be all there is in this set-back to trust
stocks. But the market acts very much as if it had been fed
more than it could take by the insiders eager to get out and
realize their profits; and as if they had been tumbling over each
other lest they should be left when the collapse comes. It would
seem too soon for this yet, as the craze has hardly had time to
run itself out.
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FINANCIAL FACTS AND OPINIONS.

National Bank Circulation—The Comptroller’s statement for May
3Ist shows that the national bank circulation is rapidly dwindling
‘away, the amount on the 3oth of April being only $135,881,353.
The decrease for the year had been $27,365025. At that rate in
a half-dozen years there will be no national bank circulation.
There is a slight addition from month to month to supply the
new banks, but this is not sufficient to make good the withdrawals.
As the amount grows smaller, too, the banks are less and less
inclined to regard it as a prominent factor in their earnings, and
so less attention is paid to the matter of issuing and maintaining
a national bank circulation. The small amount added is simply
the consequence of buying the minimum amount of bonds by the
banks in order to do business. Probably within two or three
years there will be no considerable amount of national bank note
circulation left. Of course the shrinkage is more than made good
by the constant addition of silver and gold to our circulation.

Profits in English Joint Stock Banks—From the London Ecomomist
we learn that while twelve months ago British bank shares were
selling at an average premium of 177 per cent. they had advanced
in October to 181, and now stand at 187. In other words, the
paid-up capital of the joint stock banks of Great Britain valued
at market prices is 4% millions more in last October and nearly
7X% millions more than a year ago. The detailed statement is:

In Supplement, In Supplement, In Supplement,

w‘-.’.s’“‘ Banks Hay. 1889. Oct y 1888, ”ny' 1888,
of United Kingdom.

Capital | Market | Capital | Market | Capital | Market
paid up.| Value. | pasd up.| Value. | paid up Value.

£ | £
England and Wales 53.8&,000 xs7.£4.zco 53,768,000 153.337.300'53'6&«» 150,783,900
Scotland . .- 2&!43.@ 9,052,000| 33,339,500, 9,053,000| 23,733,000
16,841, 6,916,000 16,314,100/ 6,916,000| 16,442,800
223,800 4,000 223,800 ,000) 233,800

197,903,900|69, 803,000| 193, 114, 700 69,698,000, 190, 181, 500

Auxg. market value

of banking capital

»n
England .......... *198 per cent. prem. '191 per | cen! prem *186 per oent prem.
Scotland .......... 156 . o 151
Ireland .. ....... 142 b 136 ‘" . 138 “ “
Total U. Kingdom. | #187 s *181 “ wo | #1727 “

¢ In calculating this £1,000,000 has been deducted from the amount of the paid-up
capital, that being the caplul of Mesars. Glyn, Mills, Currie & Co., the market value of which we
cannot estimate.
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Bank Collections.—Our readers are familiar with the decision
rendered by the United States Supreme Court in the case of the
Exchange National Bank of Pittsburgh against the Third National
Bank of New York, in 1884, in which it was held that the bank
receiving commercial paper for collection was responsible for the
negligence or misfeasance of correspondents or sub-agents employed
in collecting the same. The consequence of this decision has been
that various expedients have been adopted by banks to relieve
themselves from liability to the senders of such paper for its
collection. In many cases the receiving banks have notified the
senders that they would not be responsible for the negligence of
their sub-agents who might be employed, and have thus doubtless
relieved themselves from liability should any negligence occur.
But there is a large number of cases in which banks deal with
their depositors in. making collections, and it seems to be very
important to have this question definitely understood between the
bank and the depositor in all cases. To that end the banks of
Pittsburgh, more than a year ago, took action on the matter, and
at a meeting of the Clearing House, held in July of that year, the
following resolution was passed:

Resolved, By the Associated Banks of the Pittsburgh Clearing House,
that it be recommended to the banks and bankers of this city, that they
hereafter receive paper for collection on points other than our own city,
involving business through other banks or sub-agents, only on the
following conditions, to be plainly expressed by written or printed notice
in pass book, and also in a book prepared specially for that purpose,
namely : “All notes, drafts, and checks on distant points, received by
this bank for collection or credit, shall be transmitted in the usual
manner for collection, either direct to the banks on which the same
shall be drawn, or to such banks or persons as we shall deem reliable,
with the express understanding, that we do it solely for the convenience
of our depositors or customers, and we sAall not be liable for any loss
incurred, directly or indirectly, by omission, negligence, or default of
any such bank, person or sub-agents, or for loss in transit, or from any
other cause whatever, until the proceeds in actual money come into our

possession.”
Resolved, further, That such condition be expressly agreed to by the

party leaving such paper with the bank.

Their action has been forwarded to the Clearing Houses of the
United States, with the request that they co-operate in adopting
this resolution, and we believe that this has been done in several
cases, and most recently by the Clearing House in San Francisco.
When the action of the Pittsburgh Clearing House reached the
San Francisco Ciearing House the matter was referred to a com-
mittee, who reported as follows:

“Your committee, appointed for the purpose of investigating the
most desirable method of relieving the Associated Banks of this city
from the risks and liabilities attending the collection of negotiable
paper payable at points other than San Francisco, begs to recommend
as the most feasible plan, that in future such paper be received by said
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banks, for collection or credit, on/y from such depositors as shall have
signed an agreement reading substantially as follows :

L ¥« J (Here insert name of bank)................
«¢+It is understood that all notes, drafts and checks, on distant points,
received by you for collection or credit, shall be transmitted in the
usual manner for collection, either directly to the banks on which the
same shall be drawn, or to such banks or persons as you shall deem
reliable, with the express understandin% that you do it solely for
my {our] convenience, and you skall not be liable for anf' loss incurred
directly or indirectly, by omission, negligence or default of any such
bank, person, or sub-agents, nor for loss in transit, or from any other
cause whatever, until the proceeds in actual money come into your
possession.””’

“The Clearing House recommended,” so we are informed by Mr.
Sleeper, the manager, ‘that the several bank members should take
action in conformity with the report of the committee, and several
ot the banks have adopted and are now taking from their customers
the following form of a letter of instructions to cover the subject
generally, and also the following form of a collection deposit ticket,
printed in red, for daily use on the counter, and to provide for
special cases:

COLLECTION.

DEPOSITED
By with............... .... .. Bankers,
to he transmitted for Collection for my [our] account and risk to the
Bank on which drawn, or through such other agencies as
may select.
NoO protest.
With protest.

San Francisco, Cal., ..................... 18....

.........................................................
..........................................................

.............................................................

. (] o T Bankers.

Dear Sirs: We understand that your bank is a member of the San
Francisco Clearing House, and that, consequently, as a general rule, all
checks. drafts and other business paper payable at any other bank
member of that Clearing House, which may be deposited with you for
collection, will be sent for collection through the Clearing House in
accordance with its rules and regulations now or hereafter in force.
This is quite in accord with our wishes and instructions.

As we shall have occasion, from time to time, to deposit with your
bank for collection, notes, checks, drafts, bonds, coupons or other
business paper payable at places outside of this city, we to instruct
you in all such cases to transmit for collection for our account and at
our risk, such business paper to the banks or persons on which they
may be drawn, or through such other agencies as you may select; it
being understood that such transmission, when made, is for our conveni-

A
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ence, and that you are not to be,held liable therefor until the proceeds
shall have reached your bank in this city.

In the event of your taking from us any such outside business paper as
cash for our credit, under discount, or otherwise, you will please consider
that the collection of the same shall be made under the same conditions
and instructions. We remain,

Yours truly,

“These forms seem, so far, to work well without objection being
made to them. The collection deposit ticket supplies instructions
as to special cases and is filed for record until returns are received
—then clears the record by its use as a deposit ticket, for net
returns.

“The -responsibility of banks for business paper taken to be
collected at distant points is a matter of common concern to all
bankers, and it may interest the many readers of your widely circu-
lated magazine to know what action the banks of San Francisco
are taking, looking to the settlement of this vexed question.”

Work of United States Mints.—The annual report of Dr. Kimball
the director of the Mint, on the production of precious metals in
the United States during the year 1888, has just appeared. The
value of gold deposited in the mints and assay offices last year was
$41,496,419, of which 830,775,020 was classified as domestic production.
The value of silver deposited, and purchased at coinage value was
$41,323,973, of which amount $38,599,471 was classified as domestic
production. The coinage consisted of 90,941,528 pieces, and their
value was $65,318,615.23.

GOLD.

. $2§,7x7,3zo.oo
,030,310.00
1,560.980.00

-$31,990,833.00
Half dollars... 6, :x‘g:so
306,708.25

iMeS....c.oconennn. cee 731,648.70

0 X 2 1 $33,025,600. 45
MINOR COINS.
10,720,483 nickles..........

41,083 three-cent pieces. ...
37,494,414 one-cent bronze.
Total oo iie cincaneinresnnsansnnnnna eeeiseeesertsatassiasanan $912,200.78

The total expenses of the mint service, including the assay office,
was $1,273,053.19. The coinage was certainly done at a very small
cost. One of the results which becomes more and more apparent
every year from the examination of these reports is the expense of
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the New Orleans Mint, and the only reason we know for continuing
it is to increase the public patronage. Certainly there is no other
reason. Dr. Kimball's remarks concerning the tenure of office in
these institutions is well worth quoting. “ A comparison of the
mint practice of the United States with that of advanced countries
in Europe is unequal in several important particulars. While
European institutions are favored with permanent organizations,
skilled superintendence as well as skilled operatives, the mints of
the United States, in common with the whole mint service (with
the single exception of the clerical force of this bureau), are subject
to quadrennial changes in the whole personnel, a remarkable fact,
obviously incompatible with the practical interests and business
methods of a high class of manufacturing establishments, as the
mints and the assay offices of the Government should always be
considered.” Saurely this is a kind of work in which permanence
is desirable in order to insure the greatest efficiency in conducting
it. Indeed, the necessity of having technical and skillful officers
is so great that no administration has been able to change them
in the glib perfunctory manner practiced in other departments.

British Bank Stocks—The increase in the amount of paid-up
capital of the English banks since May, 1885, is nearly $17,500,000
During the same interval the Scotch banks, with more than one-
sixth of the capital of the English banks, have gained only £170,-
ooo, while the Irish banks, with a paid-up capital of only about £ 200,-
ooo less than that invested four years ago, is now valued at
£2,300,000 less than it then was. The London ZEcomom:st says that
the Home Rule agitation is responsible for the most of this decline
in Irish bank values. It says that since the advent of the
Unionist Government there has been a gradual recovery in its
value. The small advance in the Scotch bank shares is, perhaps,
the most notable thing in the foregoing table. During the past
three or four years the Scotch banks have suffered heavy losses
from lending too freely; but the monopoly of banking formerly
enjoyed by that country appears to be less profitable than it was. The
truth is, the London banks are lending heavily to the Scotch, in
consequence of the high rates charged by the Scotch banking
companies. This has led to a contraction of business by them,
and consequently smaller dividends and profits all around. This
is evidently a short-sighted policy on the part of the Scotch banks
to exact so much more than their London competitors, and the
ill consequences are apparent in the above tables.

The Vagliano Forgery Case.—This noted case has reached its sec-

ond stage, a decision having just been rendered by the Court of
Appeal. It will be remembered that drafts were made payable to

N
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the order of Vagliano Brothers, amounting to £71,500, to which their
signatures were forged. These signatures were made by their corre-
spondence clerk Glyka, who obtained his employers’ acceptance to
forty-three bills for the amount above mentioned. Among the
correspondents of the acceptors was Mr. George Vucina, a merchant
and banker in Odessa, who for nearly thirty 'years had maintained
business relations with them.

Practically, his credit with the Vaglianos was unlimited, and he
frequently drew on them. Glyka knew these facts and was not
slow in turning them to his advantage. He secured specimens of
the Vucina letters of advice, and of his genuine bills, and having
done this he had paper prepared the same in texture and general
appearance as that on which the Vagliano business letters were writ-
ten, and he also had bills prepared in all respects like their genuine
bills. To these he forged Vagliano’s name as drawee, with great
skill, and in each case wrote on the face of the bill the name of
C. Petridi & Co. as payees. Glyka having forged a letter of advice
from Vucina, with reference to one of the forged bills, would place
it with the ordinary correspondence of the firm. The bill men-
tioned in the letter of advice would be duly entered in the bills
payable book, and after the lapse of a few days Glyka would take
an opportunity of dropping the bill into the bill box. Then it
would be taken with genuine bills to one of the clerks and com-
pared with the bills payable book, and, being in order, would be stamped
with the words “Accepted, payable at the Bank of England.”
Messrs. Vagliano would accept it along with the other day's bills
and it would then be left in the portfolio until called for. Glyka
then proceeded to forge the indorsement of C. Petridi & Co.. add-
ing what was professed to be their stamp, “C. Petridi & Co., Con-
stantinople.” In all cases but one his indorsements were to N.
Maratis. In one case to B. Maratis, who, in turn, was represented
as indorsing to N. Maratis. Both of these were fictitious names.
Messrs. Vagliano from time to time advised the Bank of England
of the bills coming forward for pavment and requested the bank to
pay the same. Among these acceptances were the forged bills of
Glyka. His difficulties did not end by getting the money from the
bank, for he had to prevent the Vaglianos from gaining knowledge
of the fraud, and tp do this he was obliged to intercept their letters
to Vucina, and alter the accounts inclosed. After Glyka's frauds
were discovered, the Vaglianos brought an action against the bank,
claiming that they should not be debited with the amount of the
forged bills. Mr. Justice Charles, who first tried the case, decided
in their favor. He declared that the law was clear that, in the
absence of special negligence and of any statutory provision, a banker
must bear the responsibility or risk of the forged indorsement of a
payee. The bank endeavored to protect itself by the Bills of Exchange
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Act of 1882, which enacts, with reference to bills of exchange,
that “ where the payee is a fictitious or non-existing person the bill
may be treated as payable to the bearer.” If the bills were to be
so treated, it was not questioned that Messrs. Vagliano must fail in
their action, but the Judge held that this was not the proper mean-
ing to put on the act. The London Economist in discussing the
case said: “The point which any ordinary business man would take to
be strongly favorable to the bank is the fact that the bank was
acually requested by Messrs. Vagliano to honor the forged bills;
or, in other words, that Messrs. Vagliano had been guilty of
‘negligence in not discovering the forgery.” On this point also Mr.
Justice Charles decided in favor of Messrs. Vagliano, on the ground
that they had not been guilty of negligence which was the prox-
imate cause of loss to the bank.

Five or six of the Lord Justices of Appeal have followed Mr.
Justice Charles, and the case will now doubtless go to the House of
Lords for final decision. This tribunal has usually taken a broader
view of the law, and may reverse the decision. Certainly itis a very
hard case for the bank, and the rule seems to be too severe with
respect to its liability for the signatures of its customers. The
decision will be awaited with great interest by all banking men..

THE LEGALITY OF TRUSTS.

Much has been written on this subject, but a case has just been
decided by the United States Supreme Court involving the ques.-
tion which is worth reviewing. A man named Gibbs brought an
action against the Consolidated Gas Company of Baltimore for
services rendered in negotiating an agreement between the Con-
solidated and Equitable Gas Companies of Baltimore, whereby the
two companies agreed to raise the price of gas to $1.75 a thousand,
and not to supply it to the people at less than that rate. They
further agreed to pool their revenues and divide them on a stipu-
lated basis. The effect of this agreement was to compel consumers
to pay more for gas, and very much more than the gas was
worth. Another effect was to kill the competition in the business,
to erect a monopoly and to make the public pay tribute to the
two companies. For doing this Mr. Gibbs presented the modest
bill of fifty thousand dollars against each of the companies, and
having refused to pay, he brought a suit in a Maryland court to
enforce the payment. The court, however, held that the action
could not be maintained, because the combination was illegal, rest-
ing their decision mainly on a statute of that State which prohib-
its persons or companies from “entering into consolidation, combi-
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nation or contract with any other gas company whatever.” The case
was then appealed to the United States Supreme Court which sustained
the decision. The opinion was delivered by Chief Justice Fuller,
who, among other things, said:

“Innumerable cases, however, might be cited to sustain the proposi-
tion that combinations among those engaged in business impressed with
a public or quasi-public character which are manifestly prejudicial to the
public interest cannot be upheld.

“The Law ‘cannot recognize as valid any undertaking to do what funda-
mental doctrine or legal rule directly forbids. Nor can it give eflect
to any agreement the making whereof was an act violating law. So
that, in short, all stipulations to overturn or in evasion of what the law
has established, all promises interfering with the workings of the machi-
nery of the Government in any of its departments, or obstructing its
officers in their official acts, or corrupting them, all detrimental to the
public order and public good in such manner and degree as the deci-
sions of the courts have defined, all made to promote what a statute has
declared to be wrong, are void.’

“It is also too well settled to admit of doubt that a corporation can-
not disable itself by contract from performing the public duties which it
has undertaken and by agreement compel itself to make public accom-
modation or convenience subservient to its private interests.”

This is very specific language, and hardly leaves a question con-
cerning the position of the chief Federal tribunal on the subject.
It will be noted that this is quite in harmony with the decision
of Judge Barrett, of New York, in the Sugar Trust case, and which,
is now awaiting a decision by the higher court of that State.
Notwithstanding the legality of Judge Barrett's decision, the
Sugar Trust is flourishing as vigorously as ever, and it may be
that, in spite of all the decisions that the courts may render, both State
and Federal, these trusts will find a way of continuing their business
without much impediment. In California the mode of continuing
operations is to put the property into the hands of one or two per-
sons, confiding it entirely to them. Perhaps this will be regarded as
simply an evasion of the law. One would think that the question
would be, what is the nature of the business, rather than the mode
by which it is conducted. In the case of the Sugar Trust, for ex-
ample, have the various persons or corporations who own the vari-
ous properties combined or united for the sake of increasing their
gains and injuring the public? and if they have, no matter by what
method this end is wrought, the courts are likely to reach the prop-
erty of the holders and managers, and eventually to render justice.
The way of the law, though, is slow, and it may be that several
years more must pass before these concerns realize its power.
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THE AUTHORITY AND LIABILITY OF BANK OFFI-
CERS*

(conTINUED.]

In continuing our remarks on the authority and liability of a
cashier, we shall begin with a statement of his general powers. In
a wellconsidered case (Asker v. Sutton, 31 Kan. p. 289), Horton,
C. J.. has remarked: “ The cashier is the executive of the financial
department of the bank, and whatever is to be done, cither to
receive or pass away the funds of the bank for banking purposes,
is done by him or under his direction; he therefore directs and
represents the bank in the reception and emission of money for
banking objects. (United States v. Bank, 21 How. 356; Merchants’
Bank v. State Bank, 10 Wall. 604; Commercial Bank v. Norton, 1
Hill so1.) But neither the president nor the cashier can impose
by his own action on the bank any liability not already imposed
by law or usage; nor can they bind the bank, in the absence of
authority from the directors, by any agreements or contracts out-
side of the range of their duties.” (Citing Bank v. Dunn, 6 Pet. 51.)

“Cashiers of a bank,” says Shepley, ]J. (Matthews v. Mass. Nat.
Bank, 1 Holmes 396, p. 405), ““are held out to the public as hav-
ing authority to act according to the general usage, practice and
course of  business conducted by the bank. Their acts, within the
scope of such usage, practice, and course of business, will in gen-
eral bind the bank in favor of third persons possessing no other
knowledge.” (Morse v. Massachusetts Nat. Bank, 1 Holmes p. 209;
Minor v. Mechanics’ Bank, 1 Pet. 70; Merchants' Ban.é v. State
Bank, 10 Wall. 604.)

“ The duties of the cashier are well understood, and as recog-
nized judicially are restricted to the care and management of the
property and fiscal concerns of the bank, and the conduct of its
business as a bank in the usual and ordinary way. (Badger v.
Bank, 26 Me. 428; Merchants’ Bank v. State Bank, 10 Wall. 604 ;
Bank of Genesee v. Patchin Bank, 3 Ker. 309.) The president
and cashier of a bank cannot assign the choses in action of the
corporation to its creditors as a security for the payment of a
precedent debt, without authority from the board of directors.
They can do no act outside of their ordinary duties in the con-
duct and management of the banking business, unless by author-
ity, either express or implied, from the fact that they have
been permitted to do the like acts without objection.” (Allen, J.,
First Nat. Bank v. Ocean Na!. Bank, 60 N. Y. 278, p. 291, citing
Hoyt v. Thompson, 1 Seld. 320.)

¢ Copyrighted.
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Occasionally irregular instruments are given and received, and
then the question arises, are these of an individual or an official
character? Thus a cashier gave a certificate of deposit in regular
form, except that it was signed only by himself, and in his indi-
vidual name. It was shown that he was cashier at that time, and
that he had authority to sign it. Consequently the bank was
declared liable. (Crystal Plate Glass Co. v. First National Bank,
12 Pacific Rep. 678.)

“In cases where bills are drawn, accepted or indorsed by an
agent, if, from the nawure of the contract and the terms of the
instrument, it clearly appears that the party, by whom such bill
is drawn, accepted, or indorsed, is an agent, and that he intended
to bind his principal, he will be deemed to have contracted for
such principal ; but the terms of the instrument must be so explicit
. as to repel the inference that the agent intended to bind himself.”
(Whipple, J.. Farmers &» Mechanics’ Bank v. Troy City Bank, 1
Doug. Mich. 457, p. 468). Cases in illustration cited by the court,
Thomas v. Biskop, 2 Strange 955; Leadbitter v. Farrow, 5 Maule
& Sel. 345: Barker v. Mechanics' Firve Ins. Co, 3 Wend. 94; Bal-
lou v. Talbot, 16 Mass. 461; see discussion of case of Mechanics'
Bank v. Bank of Columbia, 5 Wheat. 326.) Therefore, a bill directed
to John A. Welles, cashier of Farmers and Mechanics’ Bank of
Michigan, and ‘“accepted by John A. Welles, cashier,” is drawn on
and accepted by the bank, and not by Welles individually. (Farm-
ers & Mechanics’ Bank v. Troy City Bank, 1 Doug. 457.)

The word *“cash.,” affixed to the name of the payee of a note,
indicates that it is payable to the bank. It can, therefore, sue
thereon as payee. (Nave v. Hadley, 74 Ind. 155; Baldwin v. Bank
of Newbury, 1 Wall. 234; Garton v. The Union Bank, 34 Mich.
279; The First National Bank v. Hall, 44 N. Y. 395: Pratt v. The
Topeka Bank, 12 Kan. 570; Fisker v. Ellis, 3 Pick. 322; The Bank
V. Wheeler, 21 Ind. go; Hays v. Crutcher, 54 Ind. 260; Water-
viiet Bank v. White, 1 Den. 608; Bayley v. Onondaga Ins. Co., 6
Hill 476. See especially the discussion of the subject and cases
cited by Clifford, J.. in Baldwin v. Bank of Newbury, 1 Wall. 234.)

A bank which discounts a bill of exchange payable to the order
of “A. B., cashier,” may maintain an action on the bill in its
own name. (Barney v. Newcomb, 9 Cush. 46.) Clifford, J., says, on
the authority of Mr. Parsons: “If a bill or note is made payable
to A. B, cashier, without any other designation, there is authority
for saying that an action may be maintained upon it, either by
the person therein named as payee, or by the bank of which he
is cashier, if the paper was actually made and received on account
of the bank; and the authorities cited by the author fully sus-
tain the position.” (Baldwin v. Bank of Newbury, 1 Wall. 234, p.
242. The cases cited are Fasrfield v. Adams, 16 Pick. 381; Skaw
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v. Stone, 1 Cush. 254; Barney v. Newcomb, 9 Cush. 46; Wright v.
Boyd, 3 Barb. §23; Waterviiet Bank v. White, 1 Den. 608; Bayley
v. Onondaga Ins. Co., 6 Hill 476; see, also, Eastern R. Co. v.
Benedict, 5 Gray 561; Folger v. Chase, 18 Pick. 63; Hartford Bank
v. Barry, 17 Mass. 94; Long v. Colburn, 11 Mass. 97; Swan v.
Pick, 1. Fairf. 441; Rutland R. Co. v. Cole, 24 Vt. 33.)

With respect to the cashier’s power to certify checks we have
reviewed most of the decisions in another work. There are two
questions of prime importance on this point: first, the liability of
the bank to third persons for the cashier’s act in certifying; and
secondly, his liability to the bank for so doing. Not infrequently
he has certified checks without authority, nevertheless his bank was
liable to the holders of them. “The certification of a check, if
written out,” says Church, C. J., “would contain a statement that the
drawer had funds sufficient to meet it in the bank applicable to
its payment, and an agreement on behalf of the bank that these
funds should be retained and paid upon the check whenever it was
presented. The cashier has a right, by virtue of his office, to make
this certificate when the drawer has funds. He is the custodian
of the funds of the bank and of the books; he receives money
and gives vouchers therefor; and whether upon receiving a check
he pays it in money or gives the holder a certificate of deposit
or draft, or a certificate that he will retain sufficient of the money
standing to the drawer’s credit to pay it when presented, he is in
either case acting within the line of his duty and within the scope
of the authority which necessarily attaches to his office.

“ Whether the bank might not restrict this authority, so as to
affect the right of persons having notice, is not material. It is
sufficient that the public have a right to regard his authority as
co-extensive with these duties, and that such authority is inherent
in the office. This is substantially conceded by the learned counsel
for the appellants, but they insist that the cashier has no power
to make the certificate when the drawer has no funds. [ agree
that he has not, as between him and the bank, and the liability
of the bank is not based upon his power to bind them by such
contract without funds, but upon the ground that the bank cannot
dispute the fact that there are funds, and hence the contract is
enforced as though there were funds to meet it. It follows that
a boma fide holder only can enforce the liability against the bank,
where the certificate is given in the absence of funds.

“The bank having placed the cashier in the position which
implies this inherent authority, those who deal with the bank have
a right to infer that he possesses it, and although the exercise
of it in a given case may not be warranted on account of the
existence or non-existence of some extrinsic fact peculiarly within
his official knowledge, yet the bank is responsible, instead of an



24 THE BANKER'S MAGAZINE. [July,

innocent party, upon every principle of reason and morality. (Farm-
ers & Mechanics' Bank v. Butchers &+ Drovers’ Bank, 16 N. Y.
125) . . . Ultra vires cannot be alleged for telling the truth
even by bank officers, nor can they insist upon a falsehood to the
injury of one who has confided in their veracity.

“ The import of a certification and the liability of the bank upon
the principle here indicated legally result from the nature of the
agreement and the application of well settled rules of law, and do
not depend upon usage or custom.” (Cooke v. State National Bank,
52 N. Y., p. 114-116).

Can a bank by usage or express agreement extend its liability
so far as to issue certificates without funds with the knowledge of
the holder? Judge Selden has expressed the opinion that banks
have no power to lend their credit in that form. (Farmers &
Mechanics’ Bank v. Butchers & Drovers’ Bank, 16 N. Y. 125, p. 128.)
But if an overdraft may be permitted, why may not a cashier
certify it? (Commercial Bank v. Ten Eyck, 48 N. Y. 305.) “It is
clear, however, thgt where such a certificate is made without funds,
by a cashier, in fraud of the rights of the bank, no one but a
bona fide holder can enforce it.” (Church, C. J., Cooke v. State
National Bank, 52 N. Y., p. 116.)

Concerning the power of a cashier to pledge the securities of
his bank, one of the most instructive cases is that of Mercantile
Bank v. McCarthy (7 Mo. App. 318) McCarthy was president of the
Farmers and Traders’ Bank. The cashier delivered a written
instrument to the other whereby all notes and other evidences of
debt deposited with it for collection were to be held as security
for accommodations. McCarthy having been sued on a note he
had given in the possession of the Mercantile Bank, he claimed that
the cashier of his bank had no authority to pledge its securities
to the other. He had been doing this ten months before the note
in question was deposited with the Mercantile Bank. The court,
speaking through Bakewell, J., said: “If it be conceded that a
cashier has no inherent power to pledge negotiable paper, yet it
is certain that if the bank decides to pledge such paper, the act
would naturally be done through its cashier. His exercise of the
power is prima facie evidence that he possesses it; and if he has
exercised the power during a series of months, in virtue of a
written agreement such as that offered in evidence, and under cir-
cumstances such that the president and directors of the bank must
have been cognizant of his acts in this respect, so that a course
of dealing was established of which the president and directors
must be presumed to have had notice, it cannot be said that the
person who, on the faith of this course of dealing, accepts such
a pledge and makes advances upon it, is acting in bad faith.

“ If the directors of a bank have for many years allowed the
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cashier to do all the business of the bank, they are held to have
conferred on him authority to do everything which the charter or
general law does not absolutely forbid a cashier to do, and his
acts bind the bank. Much more may it be held that where, in
accordance with the terms of a written agreement entered into by
the cashier, negotiable notes held by one bank have been con-
stantly pledged, through the cashier, with another bank to secure
advances, the bank making the advances may safely presume that
this is done with the consent of the directors, where no notice is
received to the contrary, and the course of dealing is such that the
officers of the bank, if ordinarily vigilant, cannot be ignorant of
the disposition which the cashier is thus making of the negotiable
paper which is owned by, or in the custody of, the bank.”

A cashier or president can employ attorneys without formal action
of the directory. On this subject the supreme court of Missouri
have said: “It is clear that the managing officers of a corporation
have power to employ attorneys and counsellors. . . . If such
officers transcend their powers, as limited by the particular cor-
poration, they are responsible to their employers, but outsiders are
not supposed to be advised of their limitations. It would be very
strange if banks should be deprived of the power of employing
attorneys except by calling a meeting of the board of directors,
and by formal resolutions. Promptness is often required in insti-
tuting proceedings for the security of debts, and delays might be
very damaging; and if the employment of attorneys, either to
appear in suits or otherwise, in their legitimate business, should
be held to be beyond the scope of the authority of the general
officers of the bank, the bank itself would be much more likely
to suffer than the persons employed.” (Western Bank v. Gilstrup,
45 Mo. 419, p. 422; Mumford v. Hawkins, 5 Denio 355; American
Insurance Co. v. Oakley. 9 Paige 496.)

“ A cashier of a bank has ordinarily no power to discharge a
debtor without payment, nor has he any authority to bind the
bank by an agreement that a surety shall not be called on to pay
the note he has signed, or that he shall have no further trouble
from it. A special authority to discharge sureties may be proved ;
or the cashier may be allowed to represent stockholders generally
without any regard to the usual duties of a cashier. But there
must be proof of such authority, as, upon general principles, he
does not have any such powers.” (Napton, ]J., Daviess County Sav.
Association v. Sailor, 63 Mo. 24, p. 27.)

If a person should indorse a note on the assurance of the cash-
ier that he should not be held liable thereon, this would not
shield the indorser from liability, for the cashier has no authority
to release a debtor without consideration. Said Spencer, J., in a
recent case: “ Officers of banks are but its agents, and, like other
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agents, can only bind their principals when acting within the scope
of their authority. It is not within the province of a cashier or
president of a bank to excuse the obligations of persons liable to
it, either as principal debtors or acccommodation makers or
indorsers, without payment. And it has been repeatedly held by
the highest judicial tribunals that officers of banks have not the
power to excuse or limit the legal objections of persons to the
banks they represent by agreeing with them that they shall not
be held or called upon to pay the obligations which they make,
either as principal debtors or accommodation makers or indorsers,
and on the credit of which the bank has parted with its funds.”
(Thompson v. McKee, Sup. Ct. of Dakota, 1888, 37 N. W. 367, cit-
ing Bank v. Dunn, 6 Pet. 57; Bank v. jJones, 8 I1d. 14; Bank v.
Tisdale, 84 N. Y. 655; Wyman v. Bank, 14 Mass. 58; Davis v. .
Randall, 115 Mass. 547.)

A cashier made an agreement with the parties to a note whereby
all except one were discharged. The court instructed the jury
that the cashier had no authority to release any of the parties,
but if they were released after he had consulted with one or two
of the directors the act was binding on the bank. This instruc-
tion was deemed correct. (Payne v. Commercial Bank, 6 Sm. &
Marsh. 24.)

Has a cashier authority to offer a reward for the detection of
thieves who have robbed his bank? This question has been raised,
but not answered. Uuquestionably if he should offer a reward,
and the directors should ratify the offer, the bank would be respon-
sible for it. (Kelsey v. National Bank, 69 Pa. 426) And in such
a case, if the directors should learn that the cashier had offered
a reward, they must promptly disavow the act if they do not
intend that their bank should be bound by it.

A bank cannot receive the benefit of a contract and then dis-
pute the cashier’s authority to make it, or a collateral contract
made by him without which the principal one would not have
been made. Thus, a cashier made a contract whereby security
was given by a debtor on long time to a creditor. The cashier,
to secure the creditor's assent, delivered a bond of indemnity
against a prior mortgage, covered by the collateral security. The
bank received the benefit of this transaction, and defended the
creditor in a suit to foreclose this mortgage. Having thus shown
its acquiescence to the arrangement, it could not dispute his
authority to execute the contract of indemnity. (Pensnsular Bane
v. Hanmer, 14 Mich. 208.)

If a cashier make false statements while performing the duties
of his office, in reference to the bank’s business, whereby a cus-
tomer is deceived and injured, the bank is responsible. Thus, a
cashier told the president that some bonds which had been depos-
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ited with the bank for safe keeping, and which had been tempo-
rarily loaned to it, had been replaced, when in truth they had not
been and never were. The bank was held liable for the loss to
the depositor. (Gowld v. Cayuga Nat. Bank, 56 How. Pr. 505.) In
a case of this kind the court said that the cashier *“was the sec-
ond highest officer in the bank, had full knowledge of the falsity
of the statement, and the bank was bound by it. It was made
while the cashier was performing the duties of his office, and in
reference to the business of the bank, and was made with intent
to deceive the plaintiff.”

A cashier who has committed a fraud, either alone, or with his
directors, cannot be shielded by them from legal immunity. Said
Judge Story in the well-known case of Minor v. The Mechanics'
Bank (1 Pet. 46, p. 71): “It cannot be pretended that the board
could, by a vote, authorize the cashier to plunder the funds of
the bank, or to cheat the stockholders of their interest therein.
No vote could authorize the directors to divide among themselves
the capital stock, or justify the officers of the bank in an avowed
embezzlement of its funds. . . . . Every act of fraud—
every known departure from duty by the board in connivance
with the cashier, for the plain purpose of sacrificing the interests
of the stockholders, though less reprehensible in morals, or less
pernicious in its effects, than the cases supposed, would still be
an excess of power, from its illegality—and, as such void. as an
authority to protect the cashier in his wrongful compliance.”
(First National Bank v. Drake, 29 Kansas, p. 328.)

There are cases in which the cashier can act for other parties
beside the bank, and then the question arises, how are his rela-
tions to be regarded? Thus in one case C., a bank debtor,
transferred stock to B., the cashier of the bank, for the purpose
of securing it. It was claimed that the transfer was to the bank.
But the court said: “We think it clear that the transfer is not
to the bank, notwithstanding B. is styled in the writing cashier,
and the transfer was intended to be made to him in that capacity,
For it is obvious, from the facts disclosed, that B. himself was to
be the depositary, for the benefit of the bank and of C., and he
is called cashier merely for the purpose of designating the person
by an appropriate addition. He alone had the legal control of
the stock, and could give title to it by an assignment, and
although a sale of it by him, without authority from the directors
of the bank, would be a violation of duty toward the corporation,
yet a purchaser, ignorant of his trust, would hold the legal title
to the property.” (New England Marine Insurance Company v.
Chandler and Burroughs, 16 Mass. 274, p. 277.) Consequently,
the cashier was regarded as the trustee of the debtor for the
surplus after paying his indebtedness to the bank.

[T0 3% coxTINURD.)
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FARM MORTGAGES ONCE MORE.

Mr. John S. Lord, Chief of the Bureau of Statistics of Illi-
nois, has just issued the most elaborate and complete report
that has been made on the subject. From this report all we learn is
that the total registered indebtedness of the State exceeds $402,000,~
000, bearing an annual interest of over $14,325,000. Of this total,
however, nearly 55 per cent. is found in Cook County, and in a large
measure represents the incumbered lots of Chicago and vicinity. The
amount of mortgage indebtedness outside of Cook County aggregates
$181,447,888, and the annual interest $6,857,125. Of this total, $142,400,-
300 represents the mortgages on lands and farms (lots outside
of Cook County and chattels being omitted), with an annual
interest of $4,919,754. The total number of acres of incumbered
land in the State is 8,082,794 in a total acreage of 34,081,180.
It will thus be seen that 23 per cent. of the entire acreage of
the State is under mortgage.

These figures are stupendous, and yet some persons think
that they should not disturb anyone. We cannot help thinking,
however, that many of these mortgages have been made by per-
sons who, if not the least able, are certainly not the best able
to pay them. We do not suppose that the most thrifty farmers
in the State have mortgaged their farms, but rather a class in
need of money, who may find it difficult in not a few cases to
pay it. Much good has been done by calling attention to this
subject, and especially by collecting these figures, thus putting
the public in possession of the extensive character of the liens
on the farms in one of the Western States.

The experience in Kansas last year has disclosed the risky nature
of some of these liens. In not a few cases have the farms been aban-
doned to the mortgagees, and companies have been formed to carry
the mortgages and enable the farmers to work out of their difficulties.
This lesson should teach them to go slow in borrowing; yet
the mortgage companies to some extent are to blame, for their
agents have been persistent in persuading farmers to borrow,
and they have doubtless induced many a farmer to put a mort-
gage on his farm who had not thought of doing so before the
agent appeared. We cannot regard with very much serenity this
huge pile of debt; but if the farmers undertake resolutely to
lessen it, this will be cause for rejoicing.
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HISTORY OF THE MASSACHUSETTS SAVINGS
BANKS.

(coxTiNUED.)
TAXATION.

In 1850, the subject of the taxation of bank deposits began to
be agitated in certain quarters with considerable warmth, and a
petition was presented to the House of Representatives asking for
legislation in this direction. The committee to whom the matter
was referred made a report in which the situation as viewed by
them was stated as follows: “The act petitioned for would deter
people from depositing in savings banks, and would weaken the
stimulants and inducements to industry and frugality among the
people of the Commonwealth, and increase the number of the poor,
the poor rates, and the taxes upon property already subject to
taxation, thus injuring many and benefiting none.”

That this view of the situation was very much distorted is quite
evident in the light of later experience. The rights and privileges
of these institutions, as we have seen, were guarded with most
jealous care; and it is greatly to the credit of those having.their
welfare in view, that a becoming prudence was always manifested
in giving sanction to anything that had the semblance of innova-
tion. The fact, however, was becoming more and more apparent,
that the Institution for Savings was no longer solely what its
founders had intended to have it, namely, a place where the wage
worker and other persons of limited means might safely and profit-
ably leave their small accumulations. The success and reliability
of these institutions had begun to recommend them as a means
of investment for persons of fortune. It was this circumstance,
more than anything else, that brought about the agitation in favor
of taxation of bank deposits. It was found, also, that the number
of individuals who were taking advantage of the law authorizing
savings banks to loan on taxable securities were becoming daily
more numerous throughout the Commonwealth. The banks were
carrying a considerable amount of such securities as collateral for
loans, when, in 1849, a law was passed requiring them to make
returns to the assessors of the towns in which the parties so
pledging lived, of the names of the persons and the amounts held
for the benefit of each. These returns were to bear date May 1st
each year.

In 1851, a law was passed covering the other ground just referred
to, in so far as it required the treasurers of the banks to return
to the towns of Massachusetts an annual statement of the amounts

&
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on deposit in excess of $500 belonging to the individuals named,
residents of said towns. These returns were required to bear date
May 1st, and to be forwarded previous to the r1oth day of the
same month, under penalty of a fine of fifty dollars for any neglect
so to do.

By a law of April, 1852, the above act was supplemented so as to
permit an assessor of any city or town in the State to call for
a statement, from any savings institution, of the amounts to the
credit of any residents of said town, when said amounts were in
excess of $100. In 1866, this limit was changed to $200. Such
requests from assessors were to be in writing, and could be made
at pleasure.

These provisions were but preliminary to the law to which they
soon proved to be an inadequate substitute. They were abolished
in 1862, and a State tax of one-half per cent. on deposits substi-
tuted. In 1863, the tax was increased to three-fourths per cent.;
in 1865, it was reduced to one-half, and in 1868 raised again to
three-fourths per cent. This taxation of deposits, while it met with
strong opposition in certain quarters, as was to be expected, proved
to be the most equitable adjustment of the interests of all con-
cerned that could have been devised. The final tax of three-fourths
of one per cent. was only about one-half the rate imposed on other
taxable property—a discrimination to which no exception appears
to have been taken.

Five CENTS SAVINGS BANKS.

In the two years, 1854 and 1855, twenty-six new banks were
organized. Of this number, twenty started on the plan of receiving
deposits as small as five cents at one time. The main purpose of
this departure appears to have been to facilitate deposits on the
part of minors. It was to this end that provision was made to
enable minors to deposit and to draw at will. While it was an’
idea new to Massachusetts, the wisdom of the provision had been
sufficiently demonstrated in England, where it had been incorporated
into the general laws as early as 1817; and also in the State of
New York similar legislation had obtained since 1820. This pro-
vision was incorporated into the general laws of this State in May,

1855. .
CRISIS OF 1857.

The financial and commercial reverses of 1857 were less severely
felt among the banks than in 1837. The banks of discount were
on a safer footing at this time, and hence, were better able to
stem the current of the impending disaster. The savings banks
were doubly assured of practical exemption from the general
reverses, from the fact that’ great care had been exercised since
1837 in regulating the amount of funds invested in bank stock in -
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any form; and, also, from the very evident fact of the unusially
stable condition of these banks just alluded to. From the follow-
ing statement of the investments of the savings banks in 1858, it
will be seen that, whereas the amount loaned on the credit of the
banks in 1834 was 70 per cent, and in 1838 about 50 per cent,
at this time it was only about 25 per cent. Carrying the com-
parison yet further, it is instructive to notice that in 1838 the
loans on mortgages were 22 per cent. of the total loans, and in
1858, 37 per cent. The loans on personal security in 1838 were
13 per cent.; in 1858, 23 per cent.; county and town loans, 1838, 9
per cent.; in 1858, 10 per cent.; loans on public funds, 1838, 1}
per cent.; in 1858, 3 per cent. The official returns for 1858 are
summarized as follows:

Total deposits.........ovvieenenniennnnncannens $33,914,971
Public funds......cciiiiiiiiiniiiiininiiaianes $1,089,977
Bank stock.......cciih ciiiiiiiiieee s caaeen 6,611,431
Loans on bank stock .....cccevvuviniiiiecnnanns 844,313
Deposits at interest. ... eeeresestaneenennn 1,065,828
Railroad stock........ .. 104,363
Loans on railroad stock, 51,380
Realestate....... .... 207,190
Loans on mortgages..... 12,514,706
Loans to county and tOWn.......ocvvvenrannnns 3,363,989
Personal security......cooieiveininne vevenaans 7,751,265

$33,604,342

COMMISSIONERS’ REPORT, 1858.

The most noticeable feature of the commissioners’ report for
1858 is the pronounced position taken in opposition to a too
intimate connection between the savings banks and the banks of
discount. In practice it had become a very common and profit-
able arrangement, to open and maintain the one in connection
with the other. By this method the necessary expense of office
rent was reduced, and, in many instances, the officers of one being
the officers of the other, an additional item, and a very consider-
able one, was also saved. It was evident to the commissioners
that this arrangement was likely to result, in the coarse of time,
in evil to the weaker institution, which would be, in nearly every
case, the savings bank. In fact, it had been found in a number of
instances that the affairs of two institutions thus domiciled were
very far from being distinct, the one from the other. And, in
the judgment of the commissioners, the tendency was inevitably
in the direction of confusion and of ultimate loss to the savings
banks where such relations were permitted. The language of the
report is as follows: “In some instances we have found cashiers
of banks officiating also as treasurers of savings institutions. This
combination of duties we regard as objectionable. We think that,
as a general rule, there should be as little connection as possible
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between banks and savings institutions.” The solicitude thus
expressed found similar utterance in the reports of succeeding
commissioners *

The report also calls attention to the fact that the feelings of
jealousy which had been manifested towards the law of 1834 by
banks previously organized, in that it had invaded and abridged
their charter privileges, were still conspicuously manifest in certain
quarters.

REPORT OF 1861.

The Bank Commissioners’ report, made to the Legislature in 1861,
has been considered one of the most valuable and suggestive
documents ever laid before that body on the subject of the banks.
It presents a very thorough analysis of the theory, policy, and
practical operation of these institutions, besides giving comparative
statistics of their development. The commissioners at this time
were Geo. Walker, J. F. Marsh, and W. D. Forbes.

Some of the facts contained in this report are of interest in this
connection; particularly the figures representing the growth of the
system. The number of banks in 1834 was 22; in 1860 there were
93, an increase of fourfold. Im 1834, the number of depositors was
24,256; in 1860, 230,068, an increase of 848 per cent. The deposits
in 1834 amounted to $3,407,774; but in 1860 they were $45,054,-
236, a significant increase of 1,222 per cent. The average deposit
in 1834 was $14049; in 1860 it was $195.82, an increase of 39%
per cent. The average deposit to each person of population was
$5.58 in 1834, and $36.59 in 1860, an increase of 620 per cent. The
percentage of population as depositors, in 1834, was 1 in 25; in
1860, as 1 in 5 4-10. The average expense of managing the insti-
tutions for the six years, 1834-9, was one-third of 1 per cent. of
the deposits; for the six years, 1855-60, it was twenty-eight one-
hundredths of 1 per cent. The average dividend for five years,
from 1840-44, was 5% per cent.; for six years, from 1855-6o, it
was about 6% per cent. During the ten years from 1850-60, deposits
increased 231 per cent., while the population of the Commonwealth
increased only 24 per cent. During the same period the valuation
of the State increased 50 per cent., but bank capital increased 75
per cent. These figures indicate very clearly the relative growth
of population and wealth in Massachusetts during the given periods.
And what was true in this State was very largely true in other
New England States, as well as in New York. The accumulations
were greatly in excess of the advance in population.

® At the time of this writing (March, 188%,) an adverse report is made in the Legis-
lature of Massachusetts on the q of ing the g! of national and sav-
ings banks. This action is a great dluppointment to both Governor Ames and Bank Com-
missioner Chapin, both of whom have pointed out the need of new and stringent legislation
in this matter, if the State is to maintain its cherished upumion for careful control of its

banking institutions.
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The report also points out the fact that the material advance-
ment in this country was much greater than that in any country
of Europe; and also, that the laboring people of Massachusetts
were accumulating money, in the form of bank deposits, much
more rapidly and generally than was found to be the case among
like classes in other lands.

At no time previous to the very exceptional year of 1860 was
there a decline either in deposits or in the number of depositors
in the savings banks of this State. And it is stated, as an indi-
cation of the greater relative resources of the working people of
this country, that the yearly fluctuations of deposits have always
been less severe and violent in this country than in England or
France.

Most prominent and important among the suggestions presented
in the report, is the recommendation that the possible scope of
investments be enlarged, so as to include the best municipal
securities, such as the bonds of the cities of Portland, Hartford,
Providence, New York, and Albany. It will be seen that this
suggestion bore fruit in the Act of 1863.

CONDITIONS IN 1861.

The opening of the Civil War wrought many changes in the
financial conditions of the country. The demand for money, uni-
versal and imperative, was felt in every community. The rates of
interest rose at once, and quite decidedly. Investments in public
funds became the most attractive on the market, by virtue of such
advance. The extent to which the opportunity was embraced by
the banks is made evident by an examination of their returns.
In 861, the amount invested in public funds was $3,111,148; the
maximum was reached in 1868, when the amount was $31,987,621.
Of this sum, $25,488011 was in Government bonds, these having
been, during the war period, a molt attractive investment for the
banks.

EFFECT OF USUrRY Laws.

The usury laws of Massachusetts had limited the rate of interest
chargeable in certain cases so that mortgages of real estate paid
the banks but six per cent. The demand for money by the
Government at higher rates, therefore, wrought mischief with this
class of investments. The purpose of all usury laws has been,
primarily, to protect the borrower; and yet, was it ever known
that such laws accomplished their purpose? To the contrary, have
they not more frequently wrought untold hardship? At this par-
ticular juncture, the resuits of the law were very manifest. The
Government offered, at the outset, interest at the rate of 7 3-10
per cent, while the rate on mortgages was unalterably fixed by
law at a2 maximum of six per cent. Very naturally, therefore, bank

3
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deposits were turned out of the channel of real estate investments
into that of public securities, consisting, very largely, of Govern-
ment bonds. Persons of small means, having only a home wholly
or in part paid for, found it nearly impossible to raise money
upon the same, in the hour of necessity, in consequence of the
practical hardship of a law that had been enacted ostensibly for
their particular benefit. Not only did the loans upon real estate
security not increase during a period when the demands for money
from every quarter were unexampled, but they show an actual and
decided decline. In 1862, the total loans by the banks on real
estate security amounted to $18,408,749; while in 1865 they had
fallen to $15,534,568. It was these conditions which suggested, and
rendered imperative, the law of May, 1865, making it legal, for one
year thereafter, to contract for interest at the rate of 7 3-10 per
cent., for a period not to exceed one year. The beneficence of
this law became so apparent, in contrast to the old one, that, in
1867, the usury laws were finally repealed.

The impulse immediately given to real estate security for loans
was apparent. Such loans on the part of savings banks, which, in
1865, amounted to 25 per cent. of their deposnts, increased to 6o
per cent. in 187s.

INVESTMENTS—ACT OF 1863.

The general law of 1834 limited the amount to be invested in
the capital stock of any corporation to 10 per cent. of the deposits;
but in no case was such loan to exceed $100,000. The law of
1855, also, provided the same limit. By an act of 1863, this
restriction was made to cover not only Znvestments in such stocks,
but, also, such loans as might be made on =otes, with stock as
collateral security.

This same act, also, provided for a wjder range of investments
for institutions for savings, by adding the following securities: (1)
public funds of the State of New York; (2) bonds or notes of
New England cities; (3) first mortgage bonds of any railroad in
the State duly incorporated, and which had paid regular dividends
for two years next preceding such investment; (4) bonds of rail-
roads which were unincumbered by mortgage; (5) notes of citizens
of Massachusetts with the above described stocks as collateral; or,
on pledge of stock of such railroads, at not over eighty per cent.
of market value, or over ninety per cent. of par value. These
provisions, of course, did not apply to horse railroads.

RELATIONS WITH THE NATIONAL BANKS.

As the National began to succeed the State banks, the general
provisions regulating the legal relations between them and the
savings banks for the most part remained the same as with the
State institutions. Strange to say, however, it was provided that
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no savings bank should hold, in any form, the stock of any such
bank, t0 an amount exceeding ome-fourtk its capital—the limit in
the case of the State institutions having been ome-kalf the capital
stock.

REAL ESTATE.

Previous to 1870, the savings banks were only allowed to invest
their funds in real estate by special act of the Legislature. Such
authority had been given in a few instances. During that year a
general law was enacted, allowing a bank to invest not over ten
per cent. of its deposits in real estate for banking purposes, but,
in no case, was the amount so invested to exceed $200,000.

By a law passed in 1868, it was provided, that real estate held
under foreclosure, or, by sale under provisions of the mortgage,
or, upon judgment for debts due, or, upon settlement to secure
such debts, must be sold within five years from the date of
assuming such security.

UNCLAIMED DEPOSITS.

The first act of the Legislature relating to unclaimed deposits
was passed in 1871. The savings banks of this State had had an
uninterrupted career of more than sixty years, during which time
nearly two generations of depositors had passed away. It had
been found that, in very many cases, the banks were holding
money upon which no claim had been made for a good many
years. Also, in numerous instances, the lawful limit prescribed for
deposits, and for the accumulation of interest, had been reached,
necessitating some action whereby the parties interested, or their
legal representatives, might be brought to a knowledge of the facts.
The law of 1871 was the first step taken in the matter, and seems
to have covered only the matter of excessive interest. It provided
for public notification through the papers, once in five years, of
the names of the parties interested, with the last known residence
of each, and of the sums held, over and above the amount on
which interest was allowed.

In May, 1887, an act was passed providing for this matter more
in detail. It demands that within fifteen days after the last busi-
ness day of October, 1887, the treasurer of each savings bank shall
return to the Commissioners of Savings Banks a sworn statement
containing the names, amounts to the credit, the last place of
residence or post office address, together with the fact of the
death—if known to the treasurer—of depositors who shall have
made or withdrawn no part of their deposit within the twenty
years next preceding. The treasurer is also to give public notice
of the above facts through the papers once a week for three
weeks in succession. These requirements do not apply to persons
known to be living, or to accounts representing less than twenty-
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five dollars. The commissioners are expected to embody all such
returns in their annual report.

DISCRIMINATION.

Among the early laws for the government of savings banks, it
was provided that no persons interested in making the loans for
such institutions should themselves become borrowers of the same.
The law proved to be a wise one. In the course of time it came
to light that an abuse, resembling somewhat the one which the
above law was intended to prevent, had become somewhat common.
It was found that favoritism was too often shown in the placing
of investments. Personal acquaintance, direct or indirect, had more
weight, at times, than the actual merits of the security offered
would warrant. Thus, to a certain extent, the public found their
privileges with these institutions unduly and improperly abridged.
It must not be understood that this abuse of their trust by bank
officials was by any means common in the State. It was not
general, but frequent and disturbing enough to call for legislative
action, which was had in 1872. The act of that year provided
that the taking of any fee by an officer of an institution for
savings, or the depriving of any individual of his rights or privi-
leges, by any preference being shown in the matter of granting
loans, was an offense punishable by a fine of twice the amount
illegally taken.

ANNUAL RETURNS.

The law regarding the annual returns to the Government on the
part of the banks has been changed from time to time. The
purpose seems to have been to keep the public informed, more
and more definitely, in regard to the growth and practical working
of the system, not less than to provide against illegal practices,
and the unwarranted abuse of privilege and authority. From 1846
to 1860 the changes in the law were infrequent. The general statutes
of 1860 contained one noticeable amendment, in that a return was
required of the average annual rate of dividend since the last extra
dividend, instead of for the previous five years, as formerly
demanded. This was again changed, in 1862, to the demand for
a statement of the dates on which extra dividends were declared,
and of the average annual per cent. of dividends for the period
.ending at the time of and including the last extra dividend.

In 1867, the following items were called for in addition to pre-
vious requirements:

1. Number and amount of deposits received.

2. Number and amount of deposits received exceeding $300 at
one time.

3. Number and amount of withdrawals.

4. Number of accounts opened.
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5. Number of accounts closed.

6. Surplus on hand.

An act of 1874 added the following:

1. Rate of interest on loans.

2. Total amounts of loans at different rates of interest.

In 1875, another act called for the number and amount of loans
not exceeding $3,000 each.

The law of 1876 provided for a much larger number of items
than had previously been required. They may be summarized as
follows :

1. Returns were to be made to close of business the last busi-
day of October.

2. Number of corporators. )

3. Amount of deposits, and each item of other liabilities.

4 Par value, and estimated market value of public funds, bank
stock and railroad bonds, held as investments.

5. Estimated value of real estate, with the amount invested in
same.

6. Amount of profits earned.

7. Rate and amount of each semi-annual dividend, instead of each
ordinary dividend.

8. The time for declaring dividends to be fixed by the by-laws
of each institution.

9. Number of open accounts. (Instead of number of depositors,
as previously.)

An act of 1879 added the following items to the required
returns :

1. Number of deposits of $1,000 and upward.

2. Number and amount of deposits of $200 and less.

3. Number and amount of deposits of $100 and less.

4. Number and amount of deposits of $50 and less.

5. Number and amounts of deposits held by women, guardians,
in trust, and by charitable associations

In 1880, the act of 1879 was repealed, and the following sub-
stituted :

1. Number and amount of open accounts of $50 and less.

2. Number and amount of open accounts exceeding $50 and less
than $100.

3. Number and amount of open accounts exceeding $100 and less
than $200.

4. Number and amount of open accounts exceeding $200 and less
than $s500.

5. Number of accounts of $1,000 and more.

6. Number of accounts to the credit of females, guardians, in
trust, and of religious and charitable associations, whenever called
for by the commissioner. '
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In March, 1888, this portion of the general law was still further
amended, and all previous amendments consolidated, so that sec-
tions 40 and 41 of chapter cxvi. of the Public Statutes now read :

Sec. 40. “ The treasurer of every such corporation shall annually,
within twenty days after the last business day of October, make
a report to the commissioners, showing accurately the condition
thereof at the close of business on said day. The report shall be
in such form as the commissioners shall prescribe, and shall specify
the following particulars, namely: Name of corporation and number
of corporators; place where located; amount of deposits; amount
of each item of other liabilities; public funds, including all United
States, State, county, city, and town bonds, stating each particular
kind, the par value, estimated market value, and amount invested
in each; loans on public funds, stating amount on each; bank
stock, stating par value, estimated market value, and amount
invested in each; loans on bank stock, stating amount on each;
railroad bonds, stating par value, estimated market value, and
amount invested in each; loans on railroad bonds, stating amount
on each; estimated value of real estate, and amount invested therein;
loans on mortgage of real estate; loans to counties, cities, or
towns; loans on personal security; cash on deposit in banks, with
the names of such banks, and the amount deposited in each; cash
on hand; the whole amount of interest or profits received or
earned, and the rate and amount of each semi-annual and extra
dividend for the previous year; the times for the dividends fixed
by the by-laws; the rates of interest received on loans: the total
amount of loans bearing each specified rate of interest; the
number of outstanding loans which are of an amount not
exceeding three thousand dollars each, and the aggregate amount
of the same; the number of open accounts; also the number and
amount of deposits received; the number and amount of with-
drawals; the number of accounts opened, and the number of
accounts closed, severally for the previous year; and the anpual
expenses of the corporation; all of which shall be certified and
sworn to by the treasurer. The president and five or more of the
trustees shall certify and make oath that the report is correct
according to their best knowledge and belief.” Section 41. “ Begin-
ning with the year ending with the last business day of October,
1889, and annually thereafter, such reports shall also state the
number and amount of deposits of fifty dollars and less, of those
exceeding fifty dollars and not more than one hundred dollars, of
those exceeding one hundred dollars and not more than two hun-
dred dollars, of those exceeding two hundred dollars and not more
than five hundred dollars, of those exceeding five hundred dollars
and less than one thousand dollars, of those of one thousand
dollars or more; and of those to the credit of women, both adult
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and minor, guardians, religious and charitable associations, and in
trust, respectively, received during the year.”

LAw OF 1876.

The general law of 1876, approved October 1st, was, in the main,
a codification of existing laws governing institutions for savings.
This law, with such amendments as were made previous to 1882,
was incorporated into the general statutes of that year. In this
re-arrangement, certain important changes were adopted, a brief
summary of the more important of which seems called for in this
connection.

1. Trustees to meet once in three months, to prepare a state-
ment from the books of the exact condition of the bank, such
statement to take the form of a trial balance of its accounts.
This statement to be posted in a conspicuous place in the bank
until the next meeting.

2. The maximum amount of deposits to be loaned on first mort-
gages in the State, was reduced from 75 to 70 per cent.; such
loans not to exceed 6o per cent. of a fair valuation. All loans to
be made on the recommendation of not less than two members
of the board of investment, who shall certify thereto.

3. Deposits in national banks, on call and at interest, not to
exceed 20 per cent. of the total deposits. (In 1860, the amount
allowed was 7 per cent, and in 1863, 12 per cent)

4 Loans on personal security not to exceed one-third (changed
from one-half) of deposits, and to run not longer than one year.

5. Before declaring a semi-annual dividend, there must be reserved,
out of the six months’ earnings, not less than one-eighth nor more
than one-fourth per cent. of the deposits, as a guaranty fund,
until the same shall have reached five per cent. of the deposits,
at which amount it shall be maintained to meet losses.

6. Ordinary dividends limited to five per cent.

7. No dividend to be declared unless the net profits of the
previous six months, over and above such sums as are added to
the guaranty fund, are at least two per cent. of the deposits,
without the approval in writing of the Savings Bank Commis-
sioners. (In March, 1880, the amount of net profits required was
changed to 1) per cent)

8. Once in three years, when the net profits over and above the
guaranty fund and the regular dividends amount to one per .cent.
of such sums as have remained on deposit for one year next pre-
ceding, such profits ska// (changed to may in 1888) be divided
among depositors whose funds shall have remained on deposit for
one year at least, in proportion to the amount of dividends
declared on their deposits for the three years preceding.

The practical results of the law regulating the accumulating of
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a reserve, seem to have been effectual in preventing the widespread
tendency to divide the entire profits semi-annually among the
depositors. The tendency to compete with each other, among the
banks, led, too often, to the sacrificing of the guaranty fund for
the sake of a more favorable showing in dividends. Thus we find
that in 1867, the average surplus held by the savings banks was
3.94 per cent. of the deposits. In 1870, the average was 1.83 per
cent.; in 1871, 1.77 per cent.; in 1872, 1.65 per cent.; and in 1873,
1.56 per cent.—a continuous decline. The law of 1876, as has been
seen, calls for an undivided guaranty fund of five per cent. of the
deposits.
WiLLIAM WOODWARD.

[Tro BE conTiNUED.)

PROFIT SHARING.

The Postmaster-General, Mr. Wanamaker, as everybody knows,
is the owner of an immense store in Philadelphia, and two years
ago he formed a plan of dividing a portion of his profits with his
employes. A few days since, the end of the second year of the
experiment was reached, and a large sum was divided, making a
total division for the two years of $213,785.36. On this occasion
Mr. Wanamaker made a speech to his three thousand employes,
in which he said-

We have paid the usual salaries and exactly $213,785.36 more by this
free-will distribution. Not one person, to the best of my knowledge
and belief, would have had any larger salaries had this plan of distribu-
tion not been in force. So that it is out of our pockets into yours and
without any obligation on our part except good will and interest in the
welfare of our good people. Under a system of monthly examinations
of individual records all our clerks have had proper consideration
according to merit, and perhaps a few salaries have been reduced as
above value of services, while many have been advanced without solicit-
ation. This is the present and future policy of the house. The double
interest allowed to the 7-year-old employes has been generally availed
of and will start many savings. We shall do the same this year. We
allow double interest on the principal of these distributions.

He remarked among other things that he had a two-fold object
in view in forming the plan. One was to show his interest in
his employes, and the other to increase the business, which would
be a benefit both to him and to them. He also remarked that
the second object had not been attained, and he thought that his
employes were responsible to some degree for the result.

Not long ago we were complimenting the president of one of
the great trust companies of New York on the success of the
enterprise, when he pointed to the employes around the room
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and remarked that its success must not be ascribed wholly to
him, but also to the employes of the institution, every one of
which was a stockholder and deeply interested in its success. He
said they all felt and worked as though it were their own, and
were not only proud of it, but were doing their utmost to find
business and to increase its profits. When this spirit animates a
banking or manufacturing or other enterprise, its success is assured.

Of late there have been two remarkable utterances on this sub-
ject, one by Mr. Andrew Carnegie, of Pittsburgh, and the other by
Mr. Potter, the president of the Illinois Steel Company, just or-
ganized, the largest organization of the kind in the world. Mr.
Carnegie, in a recent speech to his employes, remarked that he
had full faith in the sliding scale as a mode of determining the
wages question, as it is called; and Mr. Potter’s remarks to a re-
porter were to the same effect. The sliding scale is only another
form of profit sharing. The basis of the plan is to give a por-
tion of the profits to the employes. It is of no consequence what
the plan is called, whether sliding scale, profit sharing, or some
other. The essence consists in a fair division of the profits with
those who participate in getting them. Those who have studied
the subject of labor remuneration most are the most hopeful with
regard to the ultimate success of this plan of adjusting the dif-
ferences between labor and capital. Mr. Wanamaker, as we have
said, manifested some disappointment becatise his business had not
increased in harmony with his expectations; but possibly he may
be wrong in his conclusions. It seems to us that a trial of two
years is quite too short on which to pronounce such a judgment.
The question is, what is the temper of his employes? What, in
fact, have they done to contribute toward the success of the en-
terprise—anything or not? Have they shown more zeal in the
business? If Mr. Wanamaker has looked into these matters, and
concludes that, on the whole, they have no more interest in the
business than they had before, then of course his judgment may
be correct. Otherwise, we think his judgment is imperfect. It is
certain, however, that this principle of profit sharing is finding
more and more favor among employers, and is the most hopeful
plan yet discovered for lessening the conflict between labor and
capital. All these experiments, like Mr. Wanamaker’s, and Mr.
Carnegie’s, and that of the Illinois Steel Company, and others that
might be mentioned, will be watched with the keenest interest; for,
if successful, they will lead others to follow in the same direction.
The experience thus far gained is in many respects quite satisfac-
tory, and as time passes we hope that we shall have more to
record of a similar or better character.

"5 LiBRex
[ UNIVERSITY |
or
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PAYMENT OF CHECK TO A BONaA FIDE HOLDER IS
A FINALITY.
COURT OF APPEALS OF MARYLAND.
Manufacturers' National Bank v. Swift.

In the absence of fraud on the part of the holder, the payment of a check by a
bank is a finality, and the fact that the drawer had no funds on deposit will not
give the bank any remedy against the holder. The presentation of a check is a
demand for payment, and if it is paid, all the rights of the payee have been satis-
fied and he is not entitled to ask any questions.

When, with full and perfect knowledge of the facts, and without the least
element of surprise, imposition and misrepresentation, a bank has elected to pay a
check, the law could never permit it to undo the transaction and recover the money
back.

There being nothing in the facts of this case to take it out of the operation of
the principles above stated, the payment of the check in controversy by the bank is
held to have been a finality, and the bank is not entitled to recover its amount
from the holder to whom it was paid.

BRYAN, J.—When this case was before the court on the first appeal
it was decided that the Manufacturers’ Bank and Swift were both
responsible to the trustees of the Bull estate for the full amount of the
sum now in controversy. It was held that the question of primary and
secondary liability was not presented, and the court studiously refrained
from determining which of these parties must ultimately bear the loss,
laying down the rule as applicable to the case that all parties to a breach
of the trust are equally liable, and there is no primary liability. (68
Maryland 236.) No further controversy is admissible on the questions
then decided. Since the decree of this court the Manufacturers’ Bank
has paid to the trustees of the Bull estate the whole of the sum, and we
are now required to determine whether Swift is bound to indemnify the
bank in whole or in part.

We will mention some of the prominent facts which show the rela-
tions between the parties in respect to this matter, and then we will
consider other matters in evidence, which are supposed to change or
modify these relations. Veazey was the trustee of the Gazette Publish-
ing Company, and in that capacity was required to pay to Swift the sum
of fourteen thousand one hundred and forty-four dollars and eighty-two
cents. On the 15th day of July, 1886, he delivered to E. O. Hinkley,
Esq., Swift’s solicitor, a check for this amount on the Manufacturers’
Bank, signed “I. Parker Veazey, trustee,” and received from him a
release of Swift's claim. This check was paid by the said bank, although
Veazey had no funds in the bank at the time of payment properly appli-
cable to this lpurpose. If there were nothing further in the case the
question would be of the simplest possible description. It is the duty
of a bank to know the state of its depositer’s account, and if it makes
a mistake in this respect it must abide the consequence. The present-
ation of a check is a demand for payment; if it is paid, all the rights
of the payee have been satisfied, and he is not entitled to ask any ques-
tions. It would forever destroy the character of a bank in all commer-
cial circles, if, when it was ready and willing to pay a check, it permitted
the holder to inquire if the drawer had funds there to meetit. Itis a
matter with which he has no concern. In the absence of fraud on the
part of the holder the payment of a check by a bank is regarded as a

A
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finality, and the fact that the drawer had no funds on deposit will not
give the bank any remedy against the holder. (4ddse v. National City
Bank, 45 New York 735.)

In Levy v. The Bank of the Unsted States (Binney 37, and 4 Dallas
234), one Thomas passed to Levy a check on the bank purporting to be
drawn by one Wharton in favor of Thomas or bearer; this check was
received by the teller and entered to Levy’s credit in his bank book as
cash. On the same day, in the course of a few hours, it was discovered
that the signature to the check was a forgery, and as soon as the dis-
covery was made notice of it was given to Levy. It was held that the
loss must fall on the bank. This decision is cited with approval by the
Supreme Court of the United States in United States Bank v. Bank of
Georgia. 10 Wheaton 333. It is also approved by this court in Com-
mercial and Farmers' Bank v. First National! Bank, 30 Md. 19, where
the case in Wheaton and other cases of similar bearing are also
adopted. Unless there is something to take the present case out of the
general rule we think it very clear that the payment of Veazey's check
was conclusively binding on the Manufacturers’ Bank.

‘When Mr. Hinkley received this check from Mr. Veazey he deposited
it in the Union Bank to the credit of Hinkley & Morris, a legal firm of
which he was the senior member. On the following day it was sent
through the clearing house tQ the Manufacturers’ Bank, and, payment
of it being refused, it was returned to the Union Bank. Thereupon it
was delivered to Hinkley, and he gave the Union Bank the check of
Hinkley & Morris for the same amount to counterbalance the credit
they had received for it. Within a few minutes after he received the.
Veazey check, Mr. Hinkley was informed by Mr. Veazey, and Mr. Hindes,
the cashier of the Manufacturers’ Bank, that the check was *all right,”
and he immediately deposited it a second time in the Union Bank, and
in the course of the day it was paid. The occurrence must now be
noticed which caused this mode of dealing with the check. Messrs.
Veazey and E. Calvin Williams were trustees of the Bull estate, and as
such were entitled to receive from J. C. C. Justis twenty-eight thousand
one hundred and twenty-one dollars and fifty-five cents.

During the absence of Mr. Williams in Europe Mr. Veazey was author-
ized by an order of court to receive the money. On the 15th day of
July, 1886, a check on the Mechanics’ Bank for the amount was deliv-
ered to him, which by due indorsement was made payable to the order
of 1. Parker Veazey and E. Calvin Williams, trustees. This check
Veazey indorsed and deposited in the Manufacturers’ Bank to the
credit of an account of “I. Parker Veazey, trustee.” This check,
ﬁssing through the clearing house, on the following day reached the

echanics’ Bank, and 6ayment was refused because it was not indorsed

both of the trustees,Veazey and Williams. Notice being given to the
Manufacturers’ Bank, it, in turn, gave notice to the Union Bank that
Veazey’s check to Hinkley would not be paid. Laterin the day a deposit
was made by Justis to the amount of this check inthe Manufacturers’
Bank to the credit of 1. Parker Veazey and E. Calvin Williams, trustees,
and it was agreed between Veazey and the said bank that the check to
Hinkley should be paid, and that it should be altered by affixi
the name of E. Calvin Williams, trustee, as one of the drawers. ?)%
this transaction Hinkley was kept in entire ignorance, Notice was
then given by the Manufacturers’ Bank to the Union Bank that the
check was recognized as "Food, and it was delivered to the runner of
the former bank. According to the rules of the clearing house, this
receipt and recognition of the check was a payment of it, and entitled
the Union Bank to acredit for its amount in settlement with the

Manufacturers’ Bank.
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After the payment thus made, the signature of the check was altered
léyVeu%w as toread as follows: *“I. Parker Veazey, trustee, E.

alvin Williams, trustee, per I. Parker Veazey.” The check when
delivered to Hinkley was in form and legal effect; such as he was
entitled to receive, and such it remained until it was paid by the bank
on which it was drawn, with a full and entire knowledge of every citcum-
stance connected with it from its origin until its payment. Immedi-
ately on its payment Mr. Hinkley remits the proceeds to his client,
who resided in another State. On the 28th of geptember, one month
and twelve days after the settlement of the business, he hears for
the first time that objections are urged against the payment of the
check. If the bank could recover this money from Swift it would be an
extremely dangerous matter to do business with a bank; no one could
know when he could safely receive payment of acheck. We think, how-
ever, that the law has provided rules for the transaction of this kind of
business which are sound and sensible, and which promote convenience
and security in commercial dealings. When, with full and perfect
knowledge of the facts, and without the least element of surprise,
imposition or misrepresentation, a bank has elected to pay a check, the
ll)aw kcould never permit it to undo the transaction and recover the money

ack.

The alteration of the signature of the check after it had been paid
was a nugatory act. It could not authorize the bank to charge the
check against the account standing in the name of the two trustees.
That account could be legally charged only by check signed by both of
them. Entering the Hinkley check on the books of the bank asa debt
against thisaccount was without significance ; the responsibility of the
bank was not in the least degree diminished by such an entry.

The foregoing considerations are intended to show how the bank and
Swift stand in reference to each other. On the former appeal it was
held that, as against the representatives of the Bull trust, Swift could
not be “allowed to retain the money which had been paid to him from
a fund on which he had no claim, and which was charged against that
fund and no other.” But in the present controversy the Bull trust is in no
wise interested ; it has been fully reimbursed for the conversion of its
money. This conversion was affected by the wrongful change in the
signature of the Hinklef' check after it had been paid ; a change made
without Hinkley’s knowledge or consent, and after the check had passed
out of his possession and beyond his control.

The simplest principles of justice require that those who did this
great wrong to tlge trust fund should redress the injury which they com-
mitted. They should be compelled to restore the spoliated trust fund
to its original integrity. But assuredly there is nothing in the transac-
tion which can give them recourse against any other person. The
responsibilities of third persons are measured by their own conduct.
If they have done the agents of this mischief no wrong they cannot be
required to make them any compensation. The bank can derive no
special claim from the fact that it was dealini;n this unauthorized way
with trust funds. While with respect to the bank, Swift stands like any
other holder of a check who presents it in the ordinary course of busi-
ness, and receives payment without knowledge of any peculiar circum-
stances affecting it.

In our opinion, the matters which we have stated settle the rights
and responsibilities of these parties. And it is, perhaps, not stnctlz
necessary that we should give our views upon other questions whic
have been discussed at the bar. We. however, take occasion to say
that, while the officers of the Manutacturers’ Bank committed great
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errors of judgment, there was not the least purpose to do any inten-
tional wrong to anybody. We regard the conduct of Hinkley as highly
becoming to an upright and intelligent solicitor. We are satisfied that
he did not know, and had no reason to believe, that Veazey was com-
mitting a breach of trust. A gentleman from his office, who, at his
request, called on Veazey forthe montt:}; due from the Gazette Publishing
Company, had been told by Veazey that it was “out on call; that he
would have to give some notice, and that it would take several days to
get it in.” Veazey also told Hinkley that he would have to give “ notice ”
before he could get it. When he received Veazey's check it was in a
form sufficient and appropriate to pay money of the Gazette Publishin,
Company, and it was deposited in bank in strict conformity to the usua
course of business. With regard to Mr. Hindes’ testimony in reference
to a conversation which he says he held with him in the Union Bank
on the 16th of July, about half past 12 o’clock, we are constrained to
think there is some error. He saa that he told Hinkley that the check
would not be paid, and that Mr. Williams was associated in the matter.
Hinkley positively and emphatically denies that any such conversation
took place, and that he does not remember that he was in the Union
Bank on that day except on one occasion, and that was about eleven
o'clock, immediately after he had been assured both by Veazey and
Hindes that the check was “ all right.”

Mr. Wells, the cashier of the Union Bank, testifies that he saw him -
at this time, and no one connected with the bank testifies that he was
there at any other time during the day. The singularity of such a
conversation must have made an impression on his mind which he
could not have forgotten. Let us consider how the case would have
stood. A check for a large amount is refused payment; immediately
afterward the holder is informed by the drawer of the check, and
the cashier of the bank which refused it, that it was all right, and he
is requested to redeposit; in about an hour and a half he is informed
by the same cashier that it will not be paid, and then, after the delay
of about an hour, the check is paid. An experience so unusual and
extraordinary must have made a lasting impression on the memory.
Mr. Hindes probably mistook some other person for Mr. Hinkley, or
be may have confounded together some of the many conversations
which took place on this subject.

The decision of the Circuit Court is in accordance with our views,
and it will be affirmed with costs.

Order affirmed with costs.
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COLLECTIONS. ALTERED DRAFT.
COURT OF APPEALS OF NEW YORK, SECOND DIVISION.
National Park Bank of New York v. Seaboard Bank*

A draft on plaintiff bank, which had been fraudulently altered, was received by
the E. Bank for collection only, and was indorsed and forwarded by it to defendant
for collection for its account. The amount of the draft was credited by defendant
to the E. Bank, and was afterwards paid by plaintiff to defendant. All sums to the
credit of the E. Bank at the time of payment were paid by defendant to the E. Bank
before the alteration was discovered. * //e/d, that defendant was not liable to plain-
tiff for the amount thus erroneously paid to it.

The rule that a payment on a general account, made with no directions as to its
appropriation, is to be applied to the oldest items of debit, applies to payments
made by defendant to the E. Bank in determining whether it has paid to the E.
Bank the amount of the draft. .

On the 7th of July, 1885, the First National Bank of Wallingford,
Conn,, drew on the plaintiff a draft in the usual form for the sum of
eight dollars, payable to the order of one Frank Saxton, and delivered
the same to him. Subsequently, but prior to July 15, 1885, said draft
was raised from eight dollars to eighteen hundred dollars, and on that day
said Saxton indorsed it in blank, and presented it to the Eldred Bank,
of Eldred, Pa., with the request that it should collect the same for him.
The Eldred Bank received said draft for collection only, giving back a
receipt to that effect; indorsed it to the order of the defendant’s cashier
“for collection for account of the Eldred Bank, Eldred, Pa.” and at
once forwarded it for collection to the defendant, its New York corre-
spondent, which received it on the morning of July 16, 1885, and at once
notified the Eldred Bank, by mail, that it had been received and placed
o its credit. On the next day the defendant presented it, through the
New York clearing house, to the plaintiff for payment, and the plaintiff
thereugon, through a mistake of fact, paid it to the defendant as a draft
for $1,800. The change in said draft was unknown to each of said banks
until about the 15th day of August, 1885, and all of them acted in good
faith in the premises. It was the custom of defendant to notify the
Eldred Bank immediately of a failure to collect any of its checks or
drafts, or of anything wrong in regard to them. The Eldred Bank
waited until July 25, 1885, in order to be sure that everything was all
right, when, not having heard anythinﬁ to the contrary, it became
satisfied that the draft was genuine in all respects, and paid over the
proceeds thereof, less charges for collection, to said Saxton. According
to the established course of business between the defendant and the
Eldred Bank, the former did not become responsible for said draft, or
for any draft, forwarded to it for collection by the cashier, but “was
reimbursed by said Eldred Bank in case of the non-payment of any such
draft, . . . if the defendant had made any credits, payments, or
remittances, in anticipation of the collection of the same, or on account
thereof.” The defendant, upon reccipt of said draft, credited the amount
thereof to the Eldred Bank in the only account that it kept with the
latter. Said account was balanced on July 21, 1885, and the balance
carried to the creditof the same account, which remained open until after
August 15th, but by that time the aggregate of the debits therein by the
defendant to the Eldred Bank, since the last balancing thereof, includ-
ing the balance then existing in favor of the Eldred Bank, exceeded the

* Affirming 44 Hun. 49.
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of the credits by considerably more than the sum of $1,800,
with interest thereon from July 17, 1885.

The plaintiff first learned that the draft had been altered on the 15th
of August, 1885, when it notified the defendant of the fact, and requested
repayment of the difference between said sums, with interest, which the
defendant refused, as it had already paid over the money to the Eldred
Bank, which in turn had paid it to Saxton. At this time the balance to
the credit of the Eldred Bank on the books of the defendant exceeded
the amount of said draft, but said balance arose wholly from collections
and transactions subsequent to the date when said draft was paid. The
plaintiff brought this action to recover from the defendant the differ-
ence between the genuine and the altered draft. The justice, before whom
the cause was tried without a jury, found the foregoing facts, and also
found specifically “ that said sum of $1,800, and all other sums of money
in the possession of or under the control of the defendant onlguly 17, 1885,
and on July 25, 1885, belonging to or to the credit of said Eldred Bank,
had been, prior to August 15, 1885—the date of the aforesaid notice— ’
paid over by the defendant to said Eldred Bank ”; “that the defendant
never had any title, ownership, interest, or property in or to said check
or draft, or any part thereof, and never assumed any title, ownership,
interest, or property in the same.” Said justice found as a conclusion
of law that the complaint should be dismissed upon the merits, with
costs, and, the judgment entered accordingly having been affirmed by
the general term, the plaintiff appealed to this court.

VANN, J. (after stating the facts as above).—When the draft in ques-
tion was paid by the plaintiff under a mistake of fact, the defendant
either owned it, or simply held it for collection as the agent of the
Eldred Bank. If the defendant had then owned the draft, it would
have become liable, upon discovery of the facts, to refund the amount
mispaid, provided its condition had not in the meantime changed
so that this would be unjust. (Bank v. Banking Association, 55 N. Y.
211; Whitev. Bank, 64 N. Y. 316.) If, however, the defendant did not
then own the draft, but merely presented it for payment as the agent
of apother bank, it could not be required to rez:y. provided it paid
over to its principal before notice of the mistake. (La Fargev. Kneezand
7 Cow. 460; Mowattv. McLelan, 1 Wend. 173; Herrick v. Gallagher,
60 Barb. 566; Story Ag.§ 300.) The plaintiff claimed that the ent
made by the defendant on its books to the credit of the Eldred Ban
upon receipt of the draft proved that it belonged to the defendant, while
the defendant claimed that the restrictive indorsement of the draft by
the Eldred Bank prevented any change of title, and simply created an
agency for collection.

A question of fact thus arose as to the intention of the parties to the
transaction, to be determined by considering their words and acts, their
course of business, and all of the surrounding circumstances. We think
that the decision of this question in favor of the defendant by the trial
court, acting in th;f)lace of a jury, is conclusive upon us. Moreover, it
seems to be settled that the title to commercial paper received for
collection by a bank, and forwarded to its correspondent in the usual
course of business, without any express agreement in reference thereto,
does not vest in such correspondent, even if it has remitted upon

neral account in anticipation of collection. (Dickerson v. Wason, 47

N. Y. 439.) Title passes only by a contract to that effect, to be either
expressly proved or inferrcci from an unequivocal course of dealing.
(Scott v. Bank, 23 N. Y. 289.) This would involve, in the case at bar, an
agreement on the part of the defendant to become absolutely respon-
sible to the Eldred Bank for the amount of the draft, whether it was
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collected or not, without any right to reimbursement for advances. (/d.)
This was not the agreement ot the parties to the transaction in ques-
tion, either as found by the trial court, oras ap, from the undisputed
evidence. In the case of Bank v. Loyd, 9o N. Y. 530, relied upon by the
laintiff, the referee found that the owner of a check indorsed it in
lank, and deposited it in a bank, which received it as a deposit of

money, entered the amount as cash to his credit in his pass-book, and
returned the book to him. It was held that under those circumstances
the property in the check d from the customer, and vested in the
bank. No other result could follow a transfer absolute in form and in
fact by one party and its receipt as cash by the other. The learned
counsel for the plaintiff concedes that an agent who has received mone
paid by mistake cannot be compelled to repay it where he has paid it
over to his princira] without notice, but he contends that, as the specific
proceeds of this draft were not paid over, the rule has no application.

The trial court found, and the evidence clearly shows, that the proceeds
of the draft, and also the entire amount that the Eldred Bank had to its
credit with the defendant when the draft was paid, had been drawn out
at least two weeks before the alteration of the draft was discovered.
Where a payment is made upon general account, with no direction as to
its application, the law applies it to the oldest items; that is, the first
debits are to be charged against the first credits, and the debt paid
according to priority of time. (Skeppard v. Steele, 43 N. Y. 52; Allen v.
Culver, 3 Denio 284 ; Webb v. Dickinson, 11 Wend. 65.) In Allen v.
Culver, supra, 293, the court said : - “In the case of a running account
between parties, where there are various items of debit on one side and
of credit on the other, occurring at different times, and no special
apﬂropriation of payments constituting the credits has been made by
either party, the successive payments and credits are to be applied in
discharge of the items of debit antecedently due, in the order of time in
which they stand in the account. In other words, each item of payment
or credit is applied in extinguishment of the earliest items of debt until
it is exhausted.” We think that this rule should be applied to the case
under consideration, and that the amount received upon the draft had
been paid over by the defendant to the Eldred Bank before it was noti-
fied that the draft had been altered.

The judgment appealed from should be affirmed, with costs.

All concur.
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LIABILITY OF A NATIONAL BANK FOR ITS CIRCU-
LATION AS A STATE BANK.
SUPREME COURT, SPECIAL TERM, NEW YORK COUNTY.
Claggett v. Metropolitan National Bank.

Laws N. Y. 1865, c. 97, § 2, provides that any State bank' becoming a national
bank shall be deemed to bave surrendered its charter on compliance ‘* with the
requirements of this act,” but that it shall continue a body corporate for three
years afterwards, for the purpose of closing its concerns, ** but not for the purpose
of continuing, under the laws of this State, the business for which it was estab-
lished.” Section 6 provides that, when authorized to commence business as a
national bank, all assets of the old bank shall vest, without any conveyance, in the
national bank, which, on returning the bills of the State bank to the banking
department of the State, may receive the stock pledged to secure the redemption of
the same, and that it shall be subjected to the same rules as the State banks with
regard to the final redemption of the circulating notes of ‘* such State banks so con-
verted into national associations.” Section 8 provides that the act shall not be con-
strued so as to release the national bank from any obligation incurred before becom-
ing such association. Ae/d, that the conversion of a State bank into a national
bank did not constitute such a ** closing of the business” of the State bank that it
could limit its liability to redeem its circulating notes by proceedings under Laws
1859, c. 236, authorizing State banks intending to close business to publish notice
that any persons having any of the circulating notes of the bank should present
them for redemption within six years, and, failing to do so, the bank would no
longer be liable on such notes.

Action by Sumner E. Claggett and Charles T. Chickering, as admin-
istrators of the estate of James H. Paine, against the Metropolitan
National Bank, to recover the amount of certain bank bills issued by
the Metropolitan Bank while incorporated under the laws of the State,
and before it became a national bank. On March 14, 1867, such bank
deposited with the Bank Superintendent of the State a sum of money
equal 10 its outstanding circulation, and the Superintendent published
notice that the circulating notes of such bank would be redeemed at
par at any time within six years from the date of notice, and thas all
notes that were not presented for redemption within that time should
cease 10 be a charge upon the fund in the hands of the Superintendent
for that purpose. The bank bills in suit were not presented for redemp=
tion within seven years from the date of such notice.

PATTERSON, J.—In this action is involved the applicability to the facts
disclosed in the agreed statement of the provisions of chapter 236 of
the Laws of 1859, as amended by chapter 348 of the Laws of 1866, and
the provisions of chapter 97 of the Laws of 1865; the latter being
entitled : “ An act enabling the banks of this State to become associa-
tions for the purpose of banking under the laws of the United States.”

The defendant claims exemption from liability for the bank notes
found among the effects of the plaintiffs’ intestate on the ground that
all liability therefor ceased long before this action was brought because
of the deposit of money with the State Superintendent gf Banking,
the publication of notice requiring redemption of the notes to be made
within six years, and the failure to g)r&eent such notes for redemption
pursuant to the notice. The act of 1859 was passed to facilitate the
winding up ot the affairs and business of State banks intending to close
business, or whose charters had expired, or which had become insolv-

3
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ent, and it was not intended to affect banks whose business was to go
on continuously. If the Metropolitan Bank did close business by
becoming a national banking association, the contention here made
would be unanswerable ; but merely by changing from the State to the
federal system of banking it did not close its business.

It was held by the Court of Appeals in Bank v. Phelps, 97 N. Y. 44, that
“ the general schemé of the national banking act is that State banks
may avail themselves of its privileges, and subject themselves to its
liabilities, without abandoning their corporate existence, without any
change in the organization, officers, stockholders, or property, and with-
out interruption of their gending business or contracts. All property
and rights which they held before organizing as national banks are con-
tinued to be vested in them under their new s/e/us”; and, * although in
form their property and rights as State banks purport to be transferred
to them in their new stazus of national banks, yet, in substance, there
is no actual transfer from one body to another, but a continuation of
the same body under a changed jurisdiction. As between it and those
who have contracted with it, it retains its identity, notwithstanding its
aeceptance of the privilege of organizing under the national banking
act.” When that case was decided in this court, Gilbert, J., whose view
is indorsed by the Court of Appeals, said (16 Hun, 158): “ The change
from a State to a national bank did not destroy either the existence or tgc
identity of the corporation. Such change conferred new franchises,
and imposed new duties and liabilities on the corporate body, in addi-
tion to those which it previously had, but nothing more. There was a
slight change in the corporate name, but the new name designated the
same entity. In short, the legal effect of the change was merely the
acceptance of a new charter by the corporation. It remained to every
intent and purpose as it did before, though its name was altered, and its
new charter was granted by the national instead of the State legisla-
tul'e."

The necessary result of this view of the law is that the change or
conversion of ‘the Metropolitan Bank to the Metropolitan National
Bank did not result in a close of its business. It remained the same
bank, and went on doing business continuously ; and a mere passing of
a resolution that it intended to close business could not have the effect
now claimed, as the intention manifestly was simply to prosecute its
then “ pending business,” and to conduct business thereafter under the
changed jurisdiction. If this is correct, the proceedings under the act
of 1859 were ineffectual, unless they were authorized under the provis-
jons of chapter g7 of the Laws of 1865. By section 2 of that statute it
is enacted tgat any State bank becoming a national banking association
“ shall be deemed to have surrendered its charter, if it shall have com-
plied with the requirements of this act, provided that every such bank
shall nevertheless be continued a body corporate for the term of three
years after the time of such surrender, for the purpose of prosecuting
and defending suits by and against it, and of enabling it to close its con-
cerns, and to dispose of and convey its property ; but not for the pur-

se of continuing, under the laws of this State, the business for which
it was established.”

It is claimed that, under the section rcferred to, the Metropolitan
Bank was authorized to close its business, and was brought within the
permission of the act of 1859 as to terminating liability on its circulatin
notes as a bank closing business, and one whose charter had expired.
The surrender of the charter may be deemed an expiration; but an
examination of the other provisions of the act of 1865 will show that
it was not the intention of the legislature to confer authority on the
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State institution to extinguish the liability of the national banking asso-
ciation into which it was converted for its circulating notes. By section
8 it is provided that “ nothing in this act shall be construed as releasing
such association from its obligations to pay and discharge all the liabili-
ties created by law, or incurred by the bank before becoming such asso-
ciation.” Beyond that, the general purpose of maintaining the liability
of the national banking association for tne circulating notes of the State
bank 1s indicated in the sixth section, which provides that, as soon as
the certiticate of the Comptroller of the Currency has been obtained,
authorizing the bank to commence business, etc., *“ all the assets, real
and personal, shall immediately, and by act of law, and without any
conveyance or transfer, be vested in and become the property of the
national banking association into which such bank shall have been con-
verted.” It is not suggested that the correlative duty of paying the
liabilities was not assumed by taking over the assets. As clearly indi-
cating the purpose of the legislature, the same section 6 proceeds to
enact : “ And it [the national bank] shall be entitled, on returning the
bills of such [the State bank] to the banking department of this State,
to receive the stocks pledged to secure the redemption of the same, in
like manner as the bank issuing the same is now entitled by law, and
shall be subjected to the same rules as such banks in respect to the final
redemption of the circulating notes of such State banks so converted
into national associations.”

One purpose of this act seems clearly to have been to carry with the
transfer of the assets the obligation to pay all liabilities of the State
bank, including the circulating notes, and to put at the disposal of the
national bank the securities lodged with the banking department to
protect the circulation, and to continue down to final redemption the
duty of the national bank to pay that circulation. Such a purpose is
inconsistent with the theory of the legislature having conferred on the
State organization the right to destroy the liability of the national
bank, and renders the act of 1859 inapplicable; and while the State
may not legislate concerning national banks so as to fix upon them lia-
bilities or duties which Congress has not seen fit to impose, it had
power to declare how, and under what circumstances and conditions,
the national banks might acquire funds or securities specifically pledged
with the State for special contracts, under the State banking law, so
long as that legislation did nothing further.

I am of the opinion that the bank bills are a debt of the defendant,
and that the plaintiffs are entitled to recover; bank bills not being
within the statute of limitations by the law of this State.
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LIABILITY OF STOCKHOLDERS FOR SUBSCRIPTIONS.
GEORGIA SUPREME COURT.
Hill v. Silvey.

An arrangement made in good faith among the stockholders of a corporation
whose subscription to its capital stock has never been made public, entered into
before the corporation has incurred debts, whereby, instead of issuing stock to the
amount of the original subscriptions, each subscriber is given full paid-up stock to
the amount that he has actually paid on his subsciiption, is valid as against
creditors, and they cannot enforce the original subscriptions, except as to the
deficiency between the amount of paid-up stock so issued and the minimum allowed
by the charter for the transaction of business.

GUsTIN, J.—The facts necessary to the decision of the main question in
this case are as follows: The Georgia Banking Company was incor-
porated by act of 15th of September, 1870 (Acts 1870, p. 109). Its name
was changed to the “ Citizens’ Bank of Georgia,” and it was located at
Atlanta, Ga., by act of 27th of August, 1872 (Acts 1872, p. 95). The first
section of the first act authorized certain persons to * receive subscrip-
tions to an amount not exceeding one million of dollars, in shares of one
hundred dollars each, whereof ten per cent. shall be paid to said com-
missioners at the time of subscription.” It added that * all such subscrip-
tions shall be binding upon the subscribers, respectively, and their heirs
and legal representatives, and be payable in such installments and at
such times as the board of directors of said corporation shall prescribe.”
The second section made the subscribers a body corporate when $1,000,-
ooo was subscribed, and ten per cent. thereof paid to the said commis-
sioners. The third section provided that when $100,000 was so paid the
commissioners should give notice to meet and organize. Section 13
declared “that the said company shall be responsible to its creditors to
the extent of its property, and the stockholders shall be liable, to the
extent of the full amount of their respective unpaid stock subscribed
for by them, for the debts of the company, in proportion to the number
of shares held by them.” The amending act struck out “$1,000,000 "
in the second section, and inserted in lieu thereof *$200,000"”; and
struck out “$100,000” in the third section, and inserted in lieu thereof
“ $20,000.”

There was a stock subscription list under the amended act amounting
to $408,200, the form of the subscription being as follows: “ We the
undersigned subscribe the amounts and number of shares set opposite
our names to the capital stock of the Citizens’ Bank, and agree to pay
the same as provided by the charter and board of directors after organ-
ization under the charter.”

Part of the subscribers organized on the gth of November, 1872, 2,400
shares of stock being represented in the organization, and the bank
began business 2d January, 1873. In pursuance of regular calls they
paid fifty per cent. on their subscribed stock.

On June 30, 1873, a return was made to the Governor, under section
1,467 of the Code, one of the items of which was: “Capital stock paid
in, $140,340.” This return contained no statement of the capital stock
subscribed not paid in.

No resolution or other action was had definitely fixing any amount as
the capital stock until, on the 13th of January, 1874, the following
resolutions were passed by the stockholders :
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“It having been the original purpose of the stockholders of the
Citizens’ Bank of Georgia to pay in only fifty per cent. on the amount
of capital stock subscribed by each, and to let the dividends as they
accumulated pay the other fifty (50) per cent., and it having since been
thought best to reduce the stock to full paid-up stock, and to declare
and pay the dividends as they are made in cash ; therefore

“ Resolved, That the original plan be abandoned, and as no certificates
of stock have been issued, that certificates of stock be issued to each
stockholder on an amount of stock as large as the sum actually paid in
by him or her in cash, and that the capital stock and subscriptions be
reduced to the amounts actually paid in.

* Resotved, Further, that the board of directors be, and they are hereby,
instructed to open the books of the bank for additional subscriptions of
full paid-up stock, said books to remain open till the whole capital
stock subscribed reaches the sum of four hundred thousand dollars, the
stock hereafter subscribed to receive its dividends as earned from the
date the cash for the stock is paid in.”

No certificates of stock were issued until after this action. Other
returns were made to the Governor from year to year, showing the
amount of the capital stock as gradually increasing to $186,300 on
November 15, 1876; then decreasing to $160,000 on December 31, 1880,
when the last return was made. The bank did business until it became
insolvent, and on the 13th of Ai)ril, 1881, it made an assignment to L.
J. Hill and W. S. Thompson “of all its property and effects, rights and
credit, of every kind and character whatsoever, for the benefit of all the
creditors of this bank pro rata.” The assignee took possession of the
assets to execute the trust. Afterward, on the 16th of April, 1881, the
State of Georgia, in behalf ot itself and all other creditors of said bank
who might join it, filed a bill in Fulton Superior Court against said bank
et al., and on the 25th of April, 1881, said assignees were appointed
receivers of said court to receive, take and hold all the property and
effects conveyed to them by said deed of assignment, “ convert the
same into cash, and hold it subject to the further order of the court.”

In August, 1881, Hill & Thompson, suing as assignees and receivers,
having obtained leave of the court, brought a bill against the stockholders
to collect the remaining fifty per cent. on their subscription, setting out
the resolutions of January 13, 1874, but alleging that they * were passed
without any authority of law,” and that they were * void, and of no force,
validity or effect,” and afforded “no valid reason why said amounts
should not be paid,” and that such amounts were debts due by each of
them to the Citizens’ Bank of Georgia, and assets of the bank, and as
such passed by the deed of assifnment, and that they “ were and ought
to be a fund in equity, to be collected and applied to the payment of the
debts of the bank.” The creditors of the bank were also made parties
defendant to this bill, for the purpose of enjoining them from proceedi
by separate actions against the stockholders. It was averred in the bi
that none of the debts due by the bank were in existence at the time of
the adoption of the resolution of January 13, 1874, but that all had been
created since.

All of the defendant stockholders relied upon the resolutions above
referred to as a release from their liability beyond the fifty per cent. paid.
Some of them also made special defenses, such as set-off, payment of
debts of the bank, transfers of their stock, etc., not necessary to be
considered in this connection. No answer was filed by any creditor’
setting out that his debt was due before that time, nor was any filed
setting up any special claim or equity against the stockholders.

Omitting any further statement of the very voluminous pleadings in

’
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this case, we come to the consideration of the principal question which
we are called upon to decide, whether, under this state of facts, the
subscribers and stockholders are liable at law or in equity to the
assignee and receivers, and through them to the creditors of the bank ;
and this depends upon the validity of the resolutions of January 13, 1874,
considered in connection with the subsequent dealings of this bank
with the public and persons having business relations with it.

1. That these resolutions had the effect of releasing stockholders,
all of them agreeing thereto or aquiescing therein, from ?urther liability
to the bank itself, and from obligations each to the other, cannot be
seriously doubted. No good reason-exists at law or in equity why this
could not be done, and it is supported by high authorities. In Scovillv.
Thayer, 105 U. S. 153, Justice Woods, in coasidering an agreement
among stockholders to issue certificates for fully paid stock upon which
only twenty per cent. had been paid, says: “The stock held by the
defendant was evidenced by certificates of full-paid shares. Itis conceded
to have been the contract between him and the company that he should
never be called upon to ﬁay any further assessments upon it. The same
contract was made with all the other shareholders, and the fact was
known to all. As between them and the company this was a perfectly
valid agreement. It was not forbidden by the charter or by any law of
public policy, and as between the company and the stockﬁol ers was
just as binding as if it had been expressly authorized by the charter.

{ the company, for the purpose of increasing its business, had called
upon the stockholders to pay up that part of their stock which had
been satisfied by ‘discount accordir:lg to their contract, they could have
successfully resisted such a demamd. No suit could have been main-
tained by the company to collect the unpaid stock for such a purpose.
The shares were issued as full paid, on a fair understanding, and that
bound the company.” (See also 2 Mor. Priv. Corp. §§ 790, 800, 8c1, 813,
816, 817, 841 ; Steacy v. Railroad, 5 Dill. 348; Cooper v. Frederick, g Ala.
738 In re Insurance Co., 14 Fed. Rep. 28: Hepbun v. Commissioners, 4
La. Ann. 87; Palfrey v. Paulding, 7 id. 363.)

2. It is contended, however, that, whatever the effect of the resolutions
might have been as between the stockholders and the bank, or among
themselves, it could not operate to release the stockholders from liability
to creditors. This is based upon the well recognized principles that the
capital stock of a corporation is in equity a trust fund for the payment
of its creditors, and this, whether it has been paid into the company or
exists in the form of unpaid installments, and that it cannot be reduced,
either by declaring dividends which infringe upon the capital, by release
from installments to become due, by accepting property or work at a
false valuation, nor in any like manner—principles that in their general
application are so universally recognized by courts and writers of recog-
nized standing that no authority need be cited in their support. But
when it becomes necessary, as in this case, to apply them to, and
ascertain their bearing upon, any particular state of facts, it also becomes
necessary to consider the reasons which led to their establishment, and
the limitations and condition of their application.

In the earlier cases in which this doctrine is enunciated the question
will be found to have arisen when there was an attempted reduction of
the fund representing the capital stock which would have resulted in the
non-paymentof existing debts. Thus in Slee v. Bloom, 19 Johns. 669, the
trustees of the company sought by a resolution to limit the amount to
be collected from stock{;olders to thirty per cent. of their subscriptions,
and in the opinion of the court, Spencer, C. J., says: “ The evidence places
it beyond aﬁ doubt that the debt due to the appellant, who is the only
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creditor of the company, will be partially paid only if that resolution
has the effect intended by it. A large balance will be irrevocably lost.
Now could the trustees pass a by-law having the effect to deprive a
creditor of the company of his only means of satisfaction, by a resort to
the stockholders ratably until his debt was paid? 1 answer without
hesitation that such a by-law or resolution is utterly inoperative.”

In Wood v. Dummer, 3 Mas. 308, the company declared a dividend to
such an amount that it infringed upon the capital stock, and left an
insufficiency for the payment of its creditors. The opinion of Justice
Story contains the following: “ The capital stock is a trust fund for
creditors, and the stockholders, upon the division, take it subject to all
equities attached to it. They are to all intents and purposes privies to
the trust, and receive it cum onere.”

In these and all cases of like character the rule seems to be absolute
and without qualification, for the reason that, as such creditors, the
credit has been acquired, and the debts have been contracted, upon the
§x ress 8‘;aith of the capital stock subscribed. (Heightower v. Thornton,

450.)

In later years another class of cases has arisen, in which, after the
capital stock has been subscribed, the fund representing it has been
reduced by arrangements among the stockholders either to treat the
whole subscription as paid when part only has been, to reduce the capital
stock after subscription, or other agreements of like character: and the
question has arisen in these cases whether, as to future creditors, the
same absolute liability attaches, or whether certain qualifications are to
be made according to the circumstances of each case. A close and
careful consideration of the leading authorities leads us to the conclu-
sion that this doctrine can only be maintained as to future creditors in
cases where it appears that their credit was or might have been given,
their debts contracted upon the faith of these subscriptions—where the
subscriptions did enter, or might have entered, into consideration of
their contracts with the company.

Sawyer v. Hoag, 17 Wall. 610, is a leading, perhaps the leading case
in which the liability of the stockholders to future creditors is strongly
maintained. In that case Sawyer subscribed $5,000 to the stock of an
insurance company, giving his check for the full amount of his subscrip-
tion, and receiving in return $4,250, for which he gave his note, payable
in five years, with securities. All the other stockholders of the company
made the same arrangement. At various times it was reported to the
authorities of the State of Illinois, where the company was located,
that the stock was fully paid up. The company was declared bankrupt,
and litigation ensued between Sawyer and the assignee in bankruptcy,
in which it was contended that Sawyer’s subscription had never been
paid, and that what he owed was on the subscription, and not on his note,
and constituted part of the trust fund for the payment of creditors.
The Supreme Court of the United States so held, placing its decision
upon the ground that, as to creditors, the transaction was not a payment -
of the subscription, but only a change of the character of the debt from
a stock subscription to a loan of money; from atrust fund to a debt with
which the corporation could deal as ordinary assets. This case differs
from the one now before us in this : that during the whole existence of the
insurance company the capital stock subscribed by Sawyer was held out
to the world, and to those dealing with the company, as assets upon
which they might rely.

Substantially the same questions came before that court in the cases
growing out of the failure of the Great Western Insurance Company.
(Upton v. Tribilcock, 91 U. S. 45; Sanger v. Upton, id. 56; Webster v.
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Upton, id. 65; Chubb v. Upton, 95 id. 665.) So far as applicable to the
cases before us, the facts of these cases and the principle decided therein
were practically the same as in Sawyer v. Hoag, and the doctrine was
reaffirmed in Scovill v. Thayer, 105 U. S. 143. But in this last-stated
case, after holding that the stock subscribed is considered in equity as a
trust fund for the payment of creditors, they further say : It is so held
out to the public, who have no means of knowing the private contract
made between the corporation and its stockholders. The creditor has
therefore the right to presume that the stock subscribed has been or will
be paid up, and if it is not a court of equity will at his instance require
it to be paid. In this case the managers and agents of the bankrupt
company had in effect represented to the public that all its capital stock
had been subscribed for, and has been or would be paid in full. Con-
sidered, therefore, in view of a court of equity, the contract between
the company and its stockholders was this, viz.: that the stockholders
should pay, say, for example, $20 per share on their stock, and no more,
unless it became necessary to pay more to satisfy the creditors of the
company; and when the necessity arose, and the amount required was
ascertained, then to make such additional payment on the stock as the
satisfaction of the claims of creditors required.” In Znsurance Co. v.
Manufacturing Co., 97 Ill. 537, a private corporation, already organized,
increased its stock under authority of its charter, and the subscription
to the new stock was made upon the agreement set out in the subscrip-
tion paper, that no assessment should be made, and that each subscriber
was to pay only $10 a share on the new stock, the par value of which
was $100 a share. This provision was held to be void as against
creditors of the corporation without notice of it, and in their opinion
the court say: “ On the books of the corporation defendants appeared
to be bona fide holders, each of the number of shares for which he had
subscribed. The allegation of the bill, admitted by the demurrer to be
true, is that no officer or agent of the complainant, when it became a
creditor of the corporation, had any notice or knowledge of the existence
of the agreement purporting to limit the liability of the stockholders. .

So far as the record before this court discloses, defendants appeared to
all persons dealing with the corporation to be stockholders, with no notice
of any agreement that their liability for shares held by them was less than
what the law would impose in case of an unconditional subscription to
the capital stock of a corporation. The secret agreement of the share-
holders in this case must be regarded as void—certainly as to creditors
of the corporation without notice—and the stockholders held to be
bound to all the responsibility of dona fide subscribers.”

In Jackson v. Traer, 64 lowa, 469 (decided in 1884), all of the above-
cited cases and many others were considered by the Supreme Court of
that State. In that case a railway company, which was indebted to a
construction company in the sum of $70,000, which it could not pay,
issued to members of the construction company certificates of its stock
of the face value of $350,000. It was held that the receivers of these
certificates were liable as stockholders to the creditors of the railway
company for the remaining eighty per cent. of the par value. But this
decision was based largely upon the fact that the agreement was a secret
one, which could not have been known to persons dealing with this
corporation.

e have not attempted to cite all of the reported cases bearing upon
this one, but have selected such as have been mainly relied on by the
plaintiffs in error, and as seemed to give the fullest support to their view
of the case. In every case that we have been able to find, it is shown,
either in the statement of the facts or in the opinion of the court itself,
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that the creditors dealing with these corporations relied, or had a right
to rely, upon the capital stock as the fund for the payment of their debts.
We are therefore led to the conclusion that the correct rule is that laid
down by Woods, J., in Paper Co.v. Waples, 3 Woods 35: “ The rule
with regard to unpaid subscriptions of stock is this: that whatever sum
is subscribed by the stockholders and held out to the putlic as the stock
of the corporation is liable to be called in for the payment of its debts.”
Or as stated by Bradley, J., in Cost v. Amalgamating Co., 14 Fed. Rep.
12 : “ But there are cases in which arrangements have been made for the

yment of stock which preclude the company itself from enforcing any

rther payment thereon, and yet in which, as to creditors who can fairly
aliege that they have relied, or whom the law presumes to have relied,
upon the amount of capitalstock of the company, the courts will interfere
and impose a trust upon the subscription, and set aside the arrangement
made for its payment.” This decision was made in 1882, after all the
decisions of the Supreme Court of the United States above referred to,
by one of the justices who presided in all of them.

Testing this case by these rules, it must be apparent that the stock, as
originally shown by the subscription list, was never held out to the world
as the stock of the corporation, and that the creditors did not rely, nor
will they be legally presumed to have relied, thereon. No creditor has
by any pleadings or evidence sought to set up any such claim; they rest
on the naked fact that the subscription was made. To the extent of the
$200,000, the minimum capital stock allowed by the charter upon which
business could be commenced, they certainly had a right to presume
that the stock had been subscribed. The fact alone of the commence-
ment of business created that presumption, and to that extent we have
no doubt that the stockholders were correctly held liable. But beyond
that amount no such presumption arises. No act, no statement of the
corporation, is shown by which it has ever in any manner sought to
mislead the public as to the real amount of its capital stock. Of what-
ever delinquencies this corporation may have been guilty—and the result
seemns to indicate that there were grave ones—it must be acquitted of any
attempt to deceive or mislead the public or persons dealing with it as to
the amount of its capital stock. No publicity is shown to have been given
to the subscription list. So far as is disclosed by this record, no creditor
knew what it contained. Within a little over a year after business com-
menced the capital stock was reduced to $200,000, if indeed the resolutions
of January, 1874, did not first fix theamount of the stock. A much slighter
inquiry on the part of any person desiring to have dealings with the
bank would have developed this action than would have been necessary
to have ascertained the contents of the subscription list, for that seems
not to have been preserved, but to have been “among the waste papers
of the bank.”

It may be said that customers of the bank did not have access to the
book of minutes; neither did they to the papers of the bank. There
was, however, a source of information alike open to every person having
dealings or proposing to have dealings, with this bank—the returns
required by law to be made to the Governor, and published. Whether or
not these amounted to technical notice, they were a method provided
by law by which a diligent person could have ascertained the true
condition of the corporation with which he was about to commence
dealings. If untrue, they would not have been conclusive as to the
liability of this bank and these stockholders, but would have afforded
the strongest possible basis for the relief sought. (Scaley v. Dixon, 24
Ga. 280.) It would be neither just nor equitable to consider them of no
effect when true. Indeed, this case affords strong grounds for holding
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that these creditors have impliedly waived whatever right, if any, they
may have had to call upon these stockholders. Especially is this true
as to the State, the same officer having been charged by law with the duty
of selecting State depositories, and with receiving these returns.

Upon this subject we cite 2 Mor. Priv. Corp,, § 829 (2d ed.), as follows :
“Thus, gersons contracting with a corporation may expressly or impliedl
waive their right to compel the shareholders to contribute the full
amount of the company’s capital in discharge of the corporate obliga-
tions. If a person should contract with a corporation, or voluntarily
give it credit, knowing that its capital had not been fully paid up, but
was declared to be fully paid up for the purpose of discharging the
shareholders from further liability, the evident intention of both parties
would be to make the agreement subject to these conditions ; and there
would be no equity in charging the shareholders with any further
liability on account of the obligation so incurred by the company. So
if the capital of a corporation was declared to fully paid ufp in
consideration of specific property of less value than the amount of the
capital, a person who should voluntarily deal with the company, know-
ing the character and value of the property so transferred to the company,
would have no claim upon the shareholders for any further contribution
of capital. By voluntarily dealing with the company under the circum-
stances, he must be deemed to have assented to.the existing agreement ;
the company and its shareholders having offered to contract only on
these terms. The fact that such an arrangement is illegal and contrary
to public policy might possibly be a ground for declaring it void, and
for dissolving the corporation ; but it would not be a ground for giving a
creditor who assented to the arrangement rights against the shareholders
for which the creditor did not supulate, and which the shareholders
never agreed to give.” (Robinson v. Bidwell, 22 Cal. 379 ; Peck v. Coal Co.,
11 Bradw. 88; Coit v. Amalgamating Co., 14 Fed. Rep. 12.)

Our attention has been especially invited to the thirteenth section of
the charter of this company. If it is contended that this creates a
statutory liability as to stockholders in addition to that uron the sub-
scription, that question is not now before us. So far as the liability upon
the subscriptions is concerned, it is governed by the principles already
announced.

3. Holding that the judgment should be affirmed, under the act of
1887, page 41, it is unnecessary to pass upon the questions made by the
cross-bill; and as the judgment is affirmed, it is also unnecessary to
rule specially upon the motion to dismiss.

LEGAL MISCELLANY.

BANKS AND BANKING—INSOLVENCY—SET-OFF.—In an action by the
assignee of a bank to recover a balance due from another bank, a check
drawn upon the insolvent bank, which came into the hands of the
defendant prior to the assignment, should be allowed as a set-off,
though the defendant simply holds the check for collection. [Farmers’
Deposit Nat. Bank v. Penn. Bank, S. C. Penn.]

NEGOTIABLE INSTRUMENTS — ACCOMMODATION PAPER—AFFIDAVIT
OF DEFENSE.—A note, signed by an agent of the defendant, was indorsed
to the plaintiff, and on its maturity a renewal note was given by the
defendant : Ae/d, that an affidavit of defense, in an action on the renewal
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note, which merely averred want of consideration for the first note,
without averring want of authority on the part of the agent, was
insufficient. [Canfield v. Ditman, S. C. Penn.]

NEGOTIABLE INSTRUMENTS—DEFENSE—BREACH OF WARRANTY.—In
an action on a negotiable note : He/d, that a breach of warranty in the
consideration of the note was a good defense. [Hays v. Kingston, S. C.
Penn.]

BANKS—NATIONAL BANKS—INCREASE IN CAPITAL.—National banks
have no authority to increase their capital stock, except as provided by
Rev. St. U. S. § 5.142,and act Cong. May 6, 1886. [ Wintersv. Armstrong,
U. S. C. Ohio, 37 Fed. Rep. 508.]

BANKS AND BANKING.—A bank having delivered a box deposited
with them to the bearer of ticket or card which called for the delivery
of the box to “bearer,” had legally complied with its contract, and was
therefore exonerated from all responsibility in the premises. [Fisé v.
Germania Nat. Bank, La., 5 South. Rep. 532.]

CORPORATION—STOCKHOLDERS.—A subscription to the stock of a
corporation constitutes. first, a contract between the subscribers them-
selves to become stockholders when the corporation is formed, upon
the conditions expressed in the agreement ; second. it is the nature of a
continuing offer to the proposed corporation, which, upon acceptance
by it, becomes as to each subscriber a contract between him and the
corporation. [Minneapolis Threshing Machine Co. v. Davis, Minn,, 41
N. W. Rep. 1026.] .

NEGOTIABLE INSTRUMENTS—INDORSEMENT.—The indorsee of a note
who takes it in payment of a pre-existing debt is not a bona fide holder
for value, and cannot enforce it when its consideration has failed, and
the voidable contract in pursuance of which it was given has been
rescinded. [Ferress v. Tavel, Tenn,, 11 S. W. Rep. 93.]

NEGOTIABLE INSTRUMENT—NOTE.—In an action by a vendor on a
note given for the price of some cattle, an answer averring that the
plaintiff falsely represented that he was the owner of the cattle is not
sufficient to sustain the charge of fraud or deceit in making the sale.
[Budd v. Power, Mont., 20 Pac. Rep. 820.]

NEGOTIABLE INSTRUMENTS—EXTENSION.—Defendant was indorser
of a note held by plaintiff. After its maturity defendant agreed that on
transfer to him of the note, and of the trust deed securing it, he would
indorse a new note for the amount due. He indorsed the new note but
the old note and trust deed were not assigned to him: He/d, that in the
absence of a showing that he was damaged by the failure to assign and
deliver the old note, defendant was liable on the new note. [Sanders v.
Smith, Miss.. 5 South. Rep. 514.]

TAXATION — ASSESSMENT. — Under Rev. St. Ohio, prescribing the
character of statement to be made by persons holding moneys, etc.,
subject to taxation, etc., there is no principle which forbids the State
from taking the whole period of a business year already past as the best
means of ascertaining how much the tax-payver shall assessed on
taxable property, and how much shall be deducted for his non-taxable
Federal and State securities. And where a person converts the entire
amount of his bank account into treasury notes just before the day to
which the assessment relates, for the sole purpose of avoiding the
assessment, and a few days later surrenders the notes, and has his
account restored, he cannot object to having the amount of his account
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assessed under the above act. [Skatwell v. Moore, U.S.S.C., 9S.C.
Rep. 362.]

BANKS AND BANKING—CHECKS.—The plaintiff, a banking corpora-
tion, sent a number of checks to its correspondent, a banking firm at A,
for collection; the checks being drawn upon the latter firm. After-
wards, but before the checks were received, the latter firm was dissolved
b{ the death of one of its members. The surviving partuner paid the
checks by charging them to the accounts of the drawers, and gave
credit for the amount thereof to the plaintiff on the books of the firm:
Held, that he had no such authority. [First Nat. Bank v. Payne, Va., 9
S. E. Rep. 153.]

NEGOTIABLE INSTRUMENTS—INDORSEMENT.—A negotiable promis-
sory note, payable to “order,” must be transferred, by indorsement of
the payee thereof, to an innocent holder for value, before maturity, in
order to invest the holder with the legal title thereto, and deprive the
maker from pleading his equities and defenses. [Calvin v. Sterrit, Kan.,
21 Pac. Rep. 103.]

NEGOTIABLE INSTRUMENT—TRUSTEES.—When trustees of an estate
under a will indorse a promissory note in their own names, adding
thereto the words “ Trustees Estate of,” without a stipulation that the
trust-estate alone should be responsible, they are personally liable upon
the indorsement. [Roger Williams Nat. Bank v. Groton Manuf'g Co.,
R. L., 17 Atl. Rep. 170.]

NEGOTIABLE INSTRUMENT—DELIVERY.—The maker of a negotiable
promissory note cannot interpose the defense against an innocent
purchaser for value before maturity that the note was not delivered,
when he allowed the payee to deposit it in a table drawer in a hotel,
to be given to the landlord by his wife, to be held for both parties.
[McCormick v. Holmes, Kan., 21 Pac. Rep. 108.]

NEGOTIABLE INSTRUMENTS— BILL OF EXCHANGE.—The followin

instrument : “$365.74. Moss Point, April 16, 1888. Received on boarﬁ

schooner Robert Delmas, from E. B. Smith, 2,244 barrels of charcoal, for

which I promise to pay to the order of John J. Driscoll, at New Orleans,

the sum of $365.74. Louis Cromer, Master "—is not a bill of exchange,

and an action may be maintained thereon against the maker without
resenting it in Ny;w Orleans for payment. [Smith v. Cromer, Miss,, 5
outh. Rep. 619.]

BANKS AND BANKING—CHECK..—A trustee drew a check on a trust
fund, and gave it to defendant in payment of a debt which had no
connection with that fund. Defendant, in good faith, presented the
check to the bank, and obtained the money. The bank, having been
compelled to make good the misappropriation, brought this action to
recover the amount of the check from defendant : /e/d, that as between
them, the payment of the check by the bank was a finality, and conclu-
sively binding on the bank. [Manufacturers’ Nat. Bank v. Swift, Md.,
17 Atl. Rep. 336.]

PRINCIPAL AND SURETY.—A co-surety upon a note, who takes
security from the promisor to indemnify himself against his suretyship,
and also for an individual accommodation indorsement of a previous
note for the same maker, is not bound to share his security with his
co-surety when insufficient to indemnify him for the first indorsement.
[ Titcomb v. McAllister, Me., 17 Atl. Rep. 315.]
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EDUCATION IN BANKING.

The following excellent words are by Mr. R. R. Wilkie, cashier of the
Imperial Bank of Canada, to the students of the British-American Col-
lege of Toronto:

he speaker then referred to the opinions which have been expressed
in some quarters in favor of a Government note circulation to replace
the present note issue, and showed its impolicy and its danger. We
must leave over for to-day the portion of his remarks which deal with
this point. Mr. Wilkie continued:

The public at large have, 1 think, a very erroneous idea of the duties
and responsibilities of a banker. I would advise any one present who
has the inclination to enter the fraternity, not only to satisfy himself as
to his own fitness for the position, but to be prepared to subf'ect himself
to almost military discipline ; to wait patiently under small remunera-
tion for promotion and an increase of salary; to devote himself exclu-
sively to the interests of employers; to guard his conduct and his
tongue so that he will not be a reproach or hindrance to his institution ;
and to take the chances of remaining comparatively unappreciated or
unknown in a subordinate capacity tor years. Although some have
entered the service of a bank at an early age, and have by the exercise
of ability, diligence, sobriety and good manners attained a high position,
I will be safe in saying that not more than one in one hundred obtain
the rank that they at one time looked at as within their grasp. Neither
must it be supposed that the aspirant for bank honors does not need
more than a very ordinary education. The commerce of Canada is not
now, as formerly, confined to the valley of the St. Lawrence. The
financial operations of our people encircle the world, and by means of
that glorious work, the Canadian Pacific Railway, we are brought to-da
into close contact with what was at one time the “ Orient,” but whic
to-day, as the “Occident,” is as easy of access as the continent of
Europe. Our competition, therefore, is no longer amongst ourselves,
but is with the bright, experienced, polished, well-educated, pushing
business men of the whole commercial world. A great deal of England’s
commercial supremacy can be accounted for by the high educational
standing of its bankers, merchants and manufacturers, and it is no rare
thing now to find university graduates occupying the highest positions
in practical finance. I would advise every young man present, no matter
what his prospects or ambitions may be, to keep up his studies of the
arts and sciences; of the languages, dead and modern; and of classical
literature, long after he has entered the commercial world in his struggle
for existence and supremacy. There is sure to come a time in his career
when he will find himself in competition with other applicants for an
important position. Supposing all other things to be equal, he that has
occupied his spare hours diligently will be preferred above one who has
abandoned his studies when relieved from enforced attendance at
school or college.

It is a source of much gratification to know that we now have in the
University of Toronto a chair of political economy. It is to be hoped
that the opportunity which this curriculum presents will be availed of
freely. I predict for those students who give to the lectures from that
chair the attention they demand, a far greater influence in the body
politic than will be exercised by those who are satisfied to depend upon
newspaper scraps and partisan speeches for their acquaintance with the
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science. And on the other hand, why should not university students
be encouratged to perfect themselves in bookkeeping, in the theory and
practice of banking, and in many of the subjects which now form the
curriculum at this important seat of learning? What an advantage it
would be to a professional man to be able to keep his own books, or
know how they should be kept. IHow often we hear of the doctor or
lawyer, who, from want of experience, has been obliged to employ outside
assistance to enable him to fathom his own assets and liabilities; and
how many clients have been ruined by the criminal carelessness of
lawyers, honest enough in their intentions at the start, who have, through
ignorance of bookkeeping, allowed their clients’ money and their own
to form part of one bank account, drawing against the fund as occasion
requires, regardless of the proprietorship, until too late he finds that his
all is gone. I offer the suggestion of the appointment of a commercial
examiner at the University, in the hope that your president will act
upon it, and that we shall yet see the leaders of the learned professions
looking back at their commercial education as one of the chief elements
of their success.

THE PROSPECTS OF BANK CLERKS.

A correspondent in the London Banker's Magazine sag's: “There are
clerks who have no exalted notions of their business; they are discon-
‘tented with their salaries and their prospects, frequently expressing
themselves as having a positive hatred for banking work and aﬁ things
connected with it. The range of this class of clerk is from the one who
is indifferent, and only gives so much of his attention to his duties as
will save him from !ismissal, to the one who has ability but lacks the
perseverence necessary %o turn it to good account. He is energetic and
often plausible when overlooked by his manager, but when the oversight
is removed he frequently degenerates into a mere idler. It is to be
regretted that any portion of the profession, no matter how small,
should be so affected. It is a misfortune to themselves and to their
employers that their talents should remain dormant, and their lives
frittered away in an occupation foreign to their sympathies. There can
be no hope held out for such as these; the remedy is in their own hands.
Why do they not leave an employment in which they have no interest,
and seek more congenial spheres? There are also numbers of clerks
who have started well and who like their business, but have become dis-
couraged because of the slowness of their promotion. In some offices
this feeling is fostered and intensified by all advancement being
made according to length of service, without any reference to
ability. It cannot be denied that this practice presses very hardly
on clerks of above the average ability. But the injustice of it has
been recognized by many of the larger banks, and has been remedied
by the introduction of a system of promotion based on a considera-
tion of both the ability and the seniority of the clerks. In banks with
numerous branches this difficulty has, perhaps, never been felt. The
largeness of the staff and the frequent removals makes it impossible for
a clerk to point out a certain position as his place. Thus, the injustice
complained of appears to be almost confined to country banks where the
smallness of the staff renders it difficult for promotions to be made out
of the ordinary order, because of the jealousies and unpleasantness it
might lead to amongst the other members of the staff. But the direct-
ors and managers will be well advised if they follow the example of the
metropolitan bankers, and try to remedy the evil.
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“The question from a clerk’s point of view appears to hinge chiefly on
the complaint of the slowness of promotion. But to arrive at a just
conclusion, it must be examined from a directors’ standpoint. A youth
enters the service of a bank as junior clerk ; he usually commences at a
small salary, with an annual increment until an agreed maximum is
reached, after which his position and salary will depend on the require-
ments of his employers, coupled with hisown agtitude for business. Or,
it may be, an experienced clerk is engaged to fill a specific post; he is
promised advancement as occasion offers. providing he gives satisfac-
tion. At the time of engagement the clerk is hopeful of his prospects
and comfortable in his situation, but years pass by without any change
in the office, and he becomes impatient and dissatisfied. The directors
have hosorably fulfilled their obligations: the clerk may have given
satisfaction, but no vacancy having occurred, promotiorr could not be
given. This is no fault of the directors, nor can they be blamed for it ;
they are not under a promise to the clerk that they will make a career
for him ; their undertaking was to pay a certain salary for specific work
done.

“Vacancies arise either by death or removal. The former are beyond
the control of directors or clerks; the latter may be voluntary or com-
pulsory. The voluntary removals are in the hands of the clerks them-
selves, whilst the compulsory ones are in the hands of the directors. It
would be most unsatistactory to the clerks in the long rin, if the direct-
ors exercised their power to any considerable extent, and made removals
to make room for others. A policy of this kind would be liable to be
carried to most undesirable extremes. For instance, the working
expenses might be cut down considerably by the employment of juniors
at small salaries, to the exclusion of a large number of the higher
salaried officials. Unfortunately, this system is in operation in some
businesses, banking itself not being altogether untainted.

“ Again, the post of a bank clerk is looked upon as a most desirable
occupation by many Fa.rents and guardians, who bring all their influence
and the influence of their friends to bear on the directors, to obtain
appointments for their eligible sons and wards; and, consequently, the
pressure of labor in the market is so great that many banks have lists
of some hundreds of applicants waiting for appointments. This must
have some influence on the salaries ot those who are already in the
field. High salaries, excepting in a few cases, can be scarcely expected
in the face of such fierce competition.

“There are advantages secured to the bank clerk which do not enter
into many other situations. Generally he has light hours of business, a
gentlemanly occupation, a fair salary, and a permanent engagement. It
1s tacitly understood that if a clerk fulfills his duties to the satisfaction
of his employers, and conducts himself with propriety at business and
in his leisure, the appointment is for life. The salary of a youth enter-
ing a bank varies from £40 to £ 70 per annum ; the maximum, for what
may be termed ordinary clerks, ranges from [fi50 to ‘%250 per annum.
This is a fair income—one on which most men can afford to wait for
something better to offer itself, with a tolerable amount of comfort.

“Jtis imﬁossible for every clerk who enters the business to become a
manager; there must be always a rank and file, and naturally, because
of the great difference in the respective numbers, more clerks than
managers will be required; so it must be the lot of more to remain as
clerks than to become managers. In a small bank there will be usually
only one or two managers required in a generation ; this is the -prize
which may fall to a member of the staff. In larger banks more managers
will be required, but there will be more competitors for the post because
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of the larger staff; the opportunities will be probably more numerous
in the larger than in the smaller banks.

*“On the whole, the prospects of the aspirant for position are both
bright and hopeful. He must not allow his anxiety to secure the coveted
post to overstep his judgment b{ being too much in haste. But if he
shows a thoughtful regard for the interests of his employers, and an
active desire to prepare himself for the higher positions and increased
responsibilities by a special education, to be obtained only by a practical
banking knowledge, together with a profound knowledge of banking
literature, historical, economical, and legal, he is almost sure to secure a
good, if not a leading position in the profession.”

A STORY OF A FAMOUS BANK ROBBERY RETOLD.

The New York 7:mes, a few days since, described the famous robbery
of the Manhattan Savings Institution in 1878, when its vault was forced
and securities and money amounting to $2,747,700 stolen. It is not too
much to say that had not Patrick Shevlin, the janitor’'s assistant,
married the janitor's daughter, the burglary would never have been
committed. The general public knew little about the methods of first-
class criminals or that crimes of this kind are committed after much
study and preparation. The police statement, that not a bank exists
which at some time or another has not been carefully surveyed to dis-
cover its weak points, is correct. The Manhattan Savings Institution
was surveyed and pronounced in felons’ vulgate a * pudding "—easy to
rob—in lg'75. The surveyor was a client of Mrs. Mandelbaum, the
thieves’ banker and receiver of stolen goods. He was George L. Leslie,
son of a Cincinnati brewer, who in June, 1878, was found murdered near
Yonkers. Some say he was assassinated by a man jealous of a woman;
others that he was put out of the way because he was leaky. Leslie was
an expert cracksman, and his know.edge of buildings, safes, and bank
vaults was perfect. His verdict was vhat the vault could be opened
easily, and his advice was craft, not violence. That meant that it would
be well to win over some trusted servant of the bank as a confederate.

Patrick Shevlin, the son-in-law of the janitor, was considered ap-
proachable, and the gang first selected to win him over and rob the
bank were “ Tim " Tracy, “ Jimmy " Hope, “ Johnny ” Dobbs, and George
Mason, with Leslie as instructor. Tracy had attended school with
Shevlin, and needed no introduction to him. Shevlin was a feather-
headed fellow, and when Tracy had unfolded his plan listened eagerly
to the details of the scheme which was to make him rich. While Tracy
was securing his alliance the others were busy. Leslie found out exactly
what kind of a lock was on the vault door and secured one precisely
like it. At 861 Greene avenue, Brooklyn, Leslie experimented on it
until he discovered where to bore a hole through which a steel rod could
be inserted so as to bring the notches of the tumblers of the combina-
tion into line when the vault door would be unlocked. Shevlin allowed
a couple of the gang to go into the bank at night: the hole was bored
at the precise spot as on the plate of the dummy lock, the tumblers
were aligned, and the vault door swung open. The experimenters did
not have tools with which to force the compartments in the vault, so
they puttied up the hole in the door and left hurriedly because Shevlin
was nervous. The inside of the vault had not been ioperly surveyed
so as to estimate the tools necessary for the final attack. So a few days
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later the experimenters returned for a final reconnoissance, opened the
vault door, and made their estimate, and shut the vault up. In so doing
they blundered and threw the combination out of gear. When the
bank’s cashier came the next morning he could not open the vault, and
had to call in an expert. He discovered the hole filled with putty, and
the officers of the bank marveled and investigated in vain. Shevlin
had his nerves so shattered that for months he would not listen to his
tempters.

In the meantime trouble came to the schemers, and they e?lit up and
reorganized. In the fall of 1878 the “mob,” as a confederation of
cracksmen is termed, was composed of Shevlin, officer John Nugent, of
the fifteenth precinct, John Grady, a receiver of stolen goods, and “ Billy
Kelly, a bartender, outside confederates and active partners; “ Jimmy”
Hope and his son John, Edward Gearing, or Goody; “ Pete " Emerson,
or “Banjo Pete,” and “ Abe " Coakley. “Billy” O'Brien, or Porter, and
“ Johnny Irv'mﬁ were allies in the interest of Mrs. Mandelbaum, the
banker of the clique, who paid about $2,500 for the kit of tools the
burglars proposed to use.

It had been decided to open the vault by force after the janitor and
his family had been overpowered, and every detail of the scheme was
carried out in the early morning of Sunday, October 27, 1878. The bank
recovered nearly all of its securities or had such as were registered
duplicated, and its loss, including the money stolen, about $13,000, was
not more than $60,000, which sum includes expenses. Its officers now
consider it a blessing in disguise, and the lesson it taught will be
remembered in the construction of the new vaults. Inspector Byrnes
hunted the burglars down. Grady is dead, Shevlin was accepted as a
witness, Kelly, John Hope, and Gearing were convicted. “Jimmy "
Hope went to San Francisco and committed a burglary, and when Kis
term expired at St. Quentin a New York detective brought him East to
serve an unexpired term at Auburn prison. Nugent and Emerson are
serving a term at Trenton prison for an attempt to rob a man by the
butcher’s-cart method at Hoboken. Coakley could not be convicted on
the evidence presented by the police.

THE TRADE POLICY OF AUSTRO-HUNGARY.

The Austro-Hungarian “National Railroad Council” (an advisory
body, represent.ng trade, manufactures, and the patrons of the railroads)
not long ago asked the Government as far as possible to cause the rail-
roads to obtain all their supplies and labor within the empire. The
Ministry of Commerce in accordance with this expression has sent a
circular to all the railroad managements, inviting them to rd this
request as far as practicable. It says that the State railroads supply
themselves almost exclusively from home manufacturers, and that in
the charters of private railroads hereafter a provision will be inserted
requiring them to obtain their rolling stock, rails, etc., from domestic
manufacturers, unless it is proved beforehand that the terms on which
they are offered, are less favorable than those on which foreign sup-

lies are obtainable. This provision will be strictly executed.

eafwhile the ministry invites the railroad companies to report
the quantities and cost of the foreign and of the total working supplies,
rolling stock, bridges, rails, signal and telegraph apparatus, etc., ordered
by them during the year 1888.

5
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INQUIRIES OF CORRESPONDENTS.
ADDRESSED TO THE EDITOR OF THE BANKER'S MAGAZINE.

PAYMENT OF NOTE.

S. sent to a bank by mail for collection a note that he held against P, P. was
indebted to the bank on a past due loan for a much larger sum than the note. P.
came in before noon and wrote on the face of the note, ‘‘ chg. my acc. P.” The
note was put on the spindle, a draft was made for the-amount, and put in the mail
before four p. M. of the same day. At three o'clock the bank's transactions were
closed for the day, and the note was entered on the journal against P. At four p. M.
the bank officers learned that P had made an assignment. The letter was recovered,
the draft was taken from it, the past due loan was charged against P., and the note
was returned to S., plus a hole in the center of it. S. claims the money from the
bank. Is he entitled to it?

REPLY.—It must be kept in mind that this question arises between the
bank and S., and not between the bank and P. We think the bank must
be regarded as having P.’s money to pay the note, after his instructions to
pay and the amount had been charged to him. It is true that the putting
of the note on the spindle was not such a conclusive compliance with P.’s
request as to prevent the bank from not paying it. In the case of the
National Bank v. Secomd Natiomal Bank (69 Ind. 479), a cashier put a
check on a canceling fork, but on learning that the drawer had not funds
enough to pay it he declined to pay, and was justified in doing so. But
in this case the bank drew the draft, understanding the condition of P.'s
account ; there was no mistake in paying the note. It seems to us that P,
must be regarded as having paid his note. Suppose he had paid the bank
the needful amount of money, which had been delivered to an express
company, could the bank bave recalled it? We think not. The bank was
acting as agent, and having received the money, its duty was to remit the
same. Suppose it had received the money and had kept it, would not the
bank be liable to S. for the amount? The fact that the bank advances
the money to P. to pay his note does net change its liability as agent to
S. Tts liability is just the same as it would be if P. had paid the money
for the draft, or some other person had advanced the money for the pur-
pose. Having received the money, or given S. credit for it, which is
equivalent to receiving it, the bank’s duty was to send it to S. The money
did not belong to the bank, and P.’s failure did not affect the bank's rela-
tion to S.

City National Bank v. Burns (68 Ala. 267) was a much barder case for
the bank than this. A. deposited in a bank B.’s check drawn on the
same institution. The amount was credited to A. and charged to B. The
check proved to be an over-draft and B. was insolvent; nevertheless, the
bank could not recover the amount of A. It is true the bank was not
A.'s agent, but it paid the money without making a proper investigation
into the condition of B.’s account, and was held for the amount.

In this case the bank paid P.’s note, understanding the condition of his
account, to itself as agent for S. P.'s inability to reimburse the bank is
no justification for declining to send S.’s money to him.
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TRANSFER OF STOCK.

**No transfer of the stock shall be made without the consent of the board of
directors by any stockholder who shall be liable to the bank either as principal
debtor or otherwise.” Is the above provision good in law i

RepPLY.—This question relates to the transfer of the stock of a national
bank, and must be answered in the negative. One of the later cases is
Feckheimer v. National Exchange Bank (79 Va. 80), decided in 1834. The
bank had passed a by-law similar to the one mentioned, and sought to
take advantage of it to recover its debt. ‘ But,” said the court, ‘‘the
provision contained in the by-laws is in contravention of the laws of Con-
gress, and is therefore void, and, so far as it may imply an express
agreement between the bank and its shareholder to that effect, it is void as
against public policy, and in its inception was a violation of law, as was
held by the Supreme Court of the United * States in Bank v. Lanier (11
Wall. 369; Bullard v. Bank, 18 Wall. s58g).”

The reports of the New York Clearing-house returns compare as follows :

Ry Loans Specie. Legal! Tenders. Deposits. Circulation. Surplus.
June. 5.. $413,829,000 . $76,410,200 . $44,717,490 . $440,285,700 . $3,993.100 . $11,086,175
* 15.. 416,213,400 . 75,075,300 . 46,184,300 . 442,625,500 . 3.333.»0 . 10,603,325

92.. 416,829,000 . 73,922,100 . 45,841,000 . 442,170,400 . 3,988,700 . 9,220,500
“29.. 417,455,300 . 72,312,400 . 45,281,500 . 440,006,700 . 3,947,400 . 7,592,238

The Boston bank statement is as follows :

1889, Loans Specie. chal Tenders Deposits. Circulation.

June 1..... $154,374,900 .... $11,030,000 e }4.236.300 3:4:,899,900 vee.  $3,540,200

‘¢ 8. .. .. 185,126,400 ... 10,000,500 ... 3,999,500 143,314,900 .... 2,536,800

“ yg.... . 155,606,500 .... 10,887,400 . . 4,426,300 .... 142,539,300 .... 2,541,700

¢ 22, ..... 185,635,000 ... 10,308,300 .... 4,624,600 .... 141,004,000 .... 3-533.900

““ 29.... . 154737,300 .... 10,740,000 ... 4,353,700 .... 138,275,490 .... ' 32,844,200
’l‘he Clearing-house exhibit of the Philadelphia banks is as annexed :

L Reserves Deposits. Civewlation.

!:3.617.000 .. $101,081,000 eees 32,088,000

100,338,000 vees 2,086,000

28.996,000 +... 101,589,000 ceoe 2,083,00¢

27,989,000 . . 101,129,000 et 2,087,000

27,308,000 «ee. 103,597,000 PN 2,081,000

Sterling exchange has ranged during June at from 4.88% @ 4.89X for
bankers' sight, and 4.86% @ 4.87% for 60 days. Paris—Francs, 5.155 @ 5.15
for sight, and 5.17% @ 5.16% for 60 days. The closing rates for the month were
as follows: Bankers’ sterling, 60 days, 4.86) @ 4.86% ; bankers’ sterling,
sight, 4.88{ @ 4.8834. Cable transfers, 4.88% @ 4.88 Paris—Bankers’ 60
days, 5.17% @ 5.16% ; sight, 5.155 @ 5.15. Antwerp—Commercul 60 days,
5.20% @ 5.20. Reichmarks (4) — bankers’, 60 days, 954 @ 95}( sight, 95%4
@ 955%. Gmlders—-bankers 60 days, 40}{ @ 40# ; sight, 4005 @ 40%.

-8

Our usual quotations for stocks and bonds will be found elsewhere. The
rates for money have been as follows:

juné;.% J;ne xo/‘ J % J;ne:
medw t ey U LR e ¥

. $153,847,096 .. $153.678.845 .. 3154.:75,36- . Slu.m.m
17,346,611 .. 17,719,338 .. 18,763,789 .. 19,745,676



70 THE BANKER'S MAGAZINE. [July

BANKING AND FINANCIAL ITEMS.

Los ANGELES, CAL.—The banks of that city have come to an understanding
to close their establishments at 12 o'clock noon on Saturdays. This is found
to be in conformity with the customs of many of the banks from Chicago westward.
The new rule will go into effect on and after {uly 6th prox., a regular notice of
which appears in the 7¥mes to-day. The bankers claim that this is a good move
all the way round, as it will enable them to clear up their week’'s business without
drawing unreasonably on their employes for overtime, and that the public will
adjust themselves to the new arrangement without serious inconvenience.

NEw YorK CiTY.— Under the advice of counsel, Defaulter De Baun, of the
Park National Bank, will plead guilty to an indictment of forgery, and receive, it is
said, a sentence of five years in the State prison.

OurAY, CoLoraDO.—The San Miguel Valley Bank, of Telluride, was robbed
of the available cash on hand this morning by four armed men who rode away with
their booty. The robbery was committed in broad daylight, and for daring is
unsurpassed in the history of this part of the country. About 10 o'clock this
morning, while the cashier, C. F. Painter, was out making collections, three men
entered the bank, and covering the bookkeeper with their revolvers, demanded that
he hand over to them the cash of the bank. The bookkeeper was alone and
unarmed, and was compelled to comply. Having secured the money the three
joined their companion, who was holding their horses in front of the building. All
quickly mounted and left town on the run, firing their revolvers in the air as they
went. No one interfered with them, and all four escaped without difficuity.

PITTSBURGH, PA.—Pittsburgh is just now having an unusual experience with bank
embezzlers. Simultaneous with the conviction and sentence to six years in the
penitentiary of Ex-Cashier Voigt, of the wrecked Farmers and Mechanics’ Bank,
the arrest of Bookkeeper Flann, of the Marine National Bank, for stealing $35,000,
is announced. Meantime, Ex-Assistant Cashier McMasters, Voigt's accomplice
in the transactions which ruined the Farmers and Mechanics' Bank, is held under
bail to await trial. In both of these instances the defalcations are directly traceable
to speculation, though the methods and characteristics displayed by the culprits
during the period covered by their rascality were of an entirely opposite. nature.
Cashier Voigt, who managed to steal $138,000, to all appearances led an exem-
plary. upright life. He was in receipt of a salary large enough for all reasonable
needs. He exhibited none of the common vices of men, and was not extravagant.
His exemption from suspicion for months after he had left the employ of the bank
was owing to his established character in these respects, and his reputation for
sobriety and integrity. Upon the other hand. young Flann was extravagant,
flashy and dissipated. He kept a horse, purch a fine residence, gave elaborate
wine suppers, and presented his wife with diamonds. His salary was $45 per
month. During a period of two years he succeeded in stealing $35.000 in various
sums from the bank. Voigt's mania was grain speculation ; Flann’s the Louisiana
lottery.— The Philadelphia Press.

GoLp MINING STocK.—Since March there has been a decline of from £2 ss. to
£37 each in the various African gold mining stocks in London. The decline in
the market value of the shares of twenty companies has been £8,600,000. This
enormous loss in three months indicates to what lengths speculation has been goin
in England, and accounts for the apathy as to our own securities.— 7A¢ Phslade.
phia Press.

Ex-CounciLLor W. E. LockE, of Norwood, has been appointed and confirmed
a savings bank commissioner, and E. P. Chapin has been designated as chairman
of the savings bank commissioners.
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MASSACHUSETTS.—The treasurer of the East Cambridge Five Cents Savings
Bank, who died on the 7th of June, was a woman, Miss Mary L. Stone.

BosTox.—A few days ago Mr. W. B. Weeden, of Providence, read a paper on
*‘ The Currency of Early New England ” to the New England Historic-Genealog-
ical Society. In the earliest colonial days, he said, barter was much resorted to in
the absence or scarcity of coin. John Winthrop, the younger, was the father of
paper carrency in New England. He recognized the fact that specie must be at
the basis of all systems of currency. He devised a famous plan for a bank, with a
currency receivable in the markets, yet which should not be convertible into specie.
In 1670 wheat and moose skins were made legal tenders. Pork and cattle were also
received in payment of taxes. In Hingham, milk pails were a legal tender. Wool
was also much used as a standard in barter. A paper currency was desired as a
means of re.ief from this state of affairs. In 1690 the colonial government issued
fiat money. But the best will of promissor and all the power of State were not
enough to make a paper dollar equal to money. In 1712 a bill was passed . making
bills of credit current for the purchase of merchandise. They were receivable for
public dues and were to be equal to money. But a fiat money could not be main-
tained at par. The authorities made frantic efforts to keep specie at home. A law
was passed forbidding the sending of more than a certain fixed amount out of the
province at once. The pine-tree shilling was the most common coin then in circu-
lation. The Spanish ** piece-of-eight” was much valued, and was the predecessor
of the American dollar. Notwithstanding the efforts of the colonies, they found it
impossible to keep their bills at par. The payment of taxes was finally deferred
from year to year, as the collection would be a virtual redemption of the currency.
Repudiation of public indebtedness followed. Some of the colonies, however,
were able to maintain their bills at par much longer than others.

LotisviLLe, Ky.—Louisville banks are noticing an improvement in their
deposits. The banks generally are in a good condition, and prosperous. Leading
the list is the Kentucky National Bank, which is the largest bank south of ‘* Mason
and Dixon’s line.” A great increase of business has been seen here since Jan. 1.
A new savings bank and trust company was organized last month, Attila Cox,
president. H. V. Sanders, secretary and treasurer. The capital stock was passed
at $300,000, and immediately taken up. This company has secured quarters for
twenty years in the new building of the Commercial Club Company.— Boston
Commercial Bulletin.

MONTREAL.—The Canadian press seems to be united in the opinion that the
annual meeting of the Bank of Montreal disclosed a more favorable and hopeful
condition of financial and commercial affairs in the Dominion than had been
recognized. Among the statistics of the financial growth of Canada submitted at
the meeting was the following comparison of deposits with Canadian banks and
loan companies now and ten years ago, showing an increase of more than
$100,000,000, or about 120 per cent :

1879. 188g.
Chartered banks.... .....ccvcvnvieinenennss $63,636,000  $122,016,000
Savingsbanks........c.. ceiiier seieienaenn 14,702,000 53,195,000
Loan companies.... ..... secivrerancncnsen 9,426,000 19,000,000
Totals.......coveueiencenncncnaconconss $87,764,000  $193,211,000

During this period, while bank deposits have increased by $100,000,000, mercan-
gle loans have been expanded by only half that amount, and rates of interest have
llen.

PERSONAL.—Dr. Andrew Simonds, one of the best known bank presidents in the
South, died on the 12th of June. He was born in Abbeville county, and in 1860
married a daughter of John A. Calhoun. He began life as a school teacher in the
West at the age of eighteen years. While in the West he boarded with a physician
and qualified himself to practice medicine. Later he turned his attention to
mercantile pursuits. and is 1859 he retired from business with a fortune. About
this time the State Legislature decided to establish a branch bank of the State in
the upper part of the State, the parent bank being in Charleston. The work was
intrusted to Dr. Simonds and he established the bank at Abbeville. It was at his
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suggestion that the moneys and assets of another bank in Charleston were sent to
him at the breaking out of the war in 1861. He saved them all and returned them
to the State in the fall of 1865 without the loss of a single dollar. He organized
the First National Bank of this city in 1865, was elected president and filled the
office till his death. At the expiration of the bank's charter, a few years ago, the
stock was worth many times its par value. A new charter was obtained and Dr.
Simonds held most of the stock. He is said to have been the richest man in the
State. He was a firm believer and a large investor in United States four per cent.
bonds. He was vice-president of the National Bankers’ Association and a frequent
contributor to the columns of financial journals. He leaves three sons and a
daughter.

A BANK PRESIDENT'S ADVENTURES.—S. S. Rickley, president of the bank at
Columbus, Ohio, had an exciting adventure several years ago. He was in his
private office when a man entered and demanded $50. The president kindly told
him that he could not spare it. The man presented a pistol and fired. the ball
passing through Mr. Rickley’s eyes and making him tolallg blind for life. Instead
of escaping, the man blew out his own brains. Recently Mr. Rickley heard of the
affair in which Mr. Moffat, the Denver banker, was robbed by a man who entered
his private office and forced him. under threats, to pay him a large sum of money.
The blind banker at once sat down and wrote Mr. Moffat the following letter:
** I am still living but totally blind, and am having this written for your comfort by
an amanuensis. Of course life is sweet, and it is gratifying to possess that which
all men aim to get—money and possessions—but oh ! how much sweeter would be
the light of day, at least to me, without one dollar of money or one foot of ground :
and you, my dear fellow banker, may congratulate yourself and yours on your for-
tunate escape. We now have our windows screened, our counters screened, and I
might say, our conscience screened. The door to my private room is constantly
locked, and no one admitted unless he be known or can identify himself. Generally
the lessons of experience are much dearer than those of observation. Congratulat-
ing you again on your fortunate escape with only the loss of money, which you can
doubtless make up in a short time, I remain, yours very truly.”

NEw York City.—Fifteen years ago any bank in New York which had a line
of deposits amounting to $10,000,000 was counted an immense corporation. To-
day there are fifteen such banks in the city.and there are five which have more than
$20,000,000 of deposits in their vaults—viz :

Chemical National...........coiiiiiiiiiiiiinieeinnnenns $26,279,100
First National......... Cereeeeaeans teteeenne saresecnens 24,839,500
National Park... ....... RPN erercetsineinensenas 24,618,000
Fourth National.... ... . ... ciiviiieiiiiiiinnaciiannns 20,678,600
Importers' and Traders'.......... ..... Ceeecsentenianas .. 33,243,800

Grand total.....coeeienienccnncnsnsensanssesess$119,669,000

CINCINNATI, O.—The Comptroller of the Currency has declared a second dividend
of 10 per cent. in favor of the creditors of the Fidelity National Bank of Cincin-
nati, Ohio, making in all 35 per cent., on claims proved, amounting to $3,833.299.
This bank failed June 20, 1887.

NEw York Ciry.—The Chase National Bank, of which Henry W. Cannon
is president, has been designated by the Secretary of the Treasury, at the request
of the Postmaster-General, as a depository of postal funds of the Government in
the city of New York.

MEexico.—The last report of the Council of Administration of the National
Bank of Mexico discloses a prosperous condition of affairs, and the announcement of
the additional dividend of 8 per cent., making a total of 14 per cent. for the fiscal
year, indicates a corresponding large profit. Last year, the total dividend on the
ordinary shares was 11 per cent. Under the head of ‘‘ Commercial Operations,”
the report shows how rapidly the mercantile dealings of the institution have increased
under the more liberal policy now happily governing it. The item of ** Bills Dis-
counted,” which on the 31st of December, 1887. amounted to $7,125,864.54, at the
close of 1888 had risen to $10,357,670.48, an increase of $3,231,805.94. ** This
increase,” says the report, ‘‘ has been contributed to by several causes, among
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which we think we should especially mention the reduction in the rate of discount,
which, at the beginning of the year, was 8 per cent. and which we gradually reduced
to 6 per cent., the rate at which the bank has operated since October. Our cash
on hand, so far from decreasing through the augmentation of business, showed an
excess of $§4,751,200.29 over the previous year. In the same manner the circula-
tion increased from $11,642,143 at the end of 1887 to $14,436,692 at the end of
1888, showing an increase of $2,794,549."”

New York.—The Controller of the Currency has appointed A. Barton Heoburn,
of Canton, St. Lawrence County, N. Y., as Examiner of National Banks in the
City of New York, vice V. P. Snyder, resigned. He was a member of the State
Assembly for five years, and was chairman of several important committees, and as
sach was influential in general financial legislation. He subsequently held the
office of State Superintendent of Banking for three years, and more recently has
acted as receiver of the Continental Life Insurance Company. He was recom-
mended by Senators Evarts and Hiscock, ex-Senator Platt, Chauncey M. Depew,
Representative, Lansing and others.

NEBRASKA.—The State Bank of Creighton is one of the new banking iastitutions
in that State. The Knox County News says that the prime organizer is Robert
M. Peyton, who was for several years employed as agent for the F. E. & M. Y.
Railway. Since then he has been interested in the loan tusiness, and has been
very successful. With him are associated men whose success is a strong promise
that the bank will fulfill the expectations of its founders and friends.

DAKOTA.—The Bankers’ Association of Dakota have just held a convention at
Fargo. Interesting papers were read by Mr. William Powell late cashier of the
Nationul Bank of Commerce, Minneapolis. Mr. Frank H. Irons, cashier of the
Exchange Bank of Fargo, and others. The following resolutions were passed,
which are of interest to bankers everywhere. WAereas, Prompt and reliable infor-
mation of the constitution of all national banks is greatly desired by the public and
by bankers, and W Aereas, The statements published in book form by the Comptroller
of the Currency supplies this want, but not promptly, being published yearly and
received several montbs after the call; Therefore be it Resolved, It is the judg-
ment of the association that all statements received in answer to each call should
be at once published in book form, and circulated promptly and generally through-
out the country and to all national banks; and be it further Resolved, That we ear-
nestly recommend this plan to the consideration of the Hon. E. S. Lacey, Comp-
troller of Currency, and respectfully request that the same, or some system of busi-
ness equally prompt and reliable in its scope, be speedily adopted.

CANADA—BANK NoOTE CIRCULATION.—The need of maintaining a bank note cir-
culation in Canada is a question which interests the bankers in that country quite as
much as it does the bankers in our own. At the annual meeting of the Quebec
Bank, Mr. Stevenson, its exgerienced cashier, made some remarks on the subject,
which are worth giving, for their application to banks in the United States is appa-
reat. ‘‘ If the Government were to carry a measure depriving the banks of their
power to issue notes, it is manifest that their lending power would be reduced to
the extent of their average circulation—about $36,000,000—less the necessary
reserve for redemption, $6,000,000, which would be liberated, say $30,000,000.
The effect of such a measure would certainly be most unfavorable upon the com-
merce of the country. What would the effect be upon the particular interest of
the business of banking? The banks with small capital and considerable circula-
tion would suffer such a contraction of their lending powers that they would be
unable to carry their customers’ accounts; their earning power would diminish in
the ratio of their lending power; their expenses in carrying on a diminished busi-
ness would be out of all proportion to their profits; dividends would have to be
reduced; and as a natural sequence such bank stocks would suffer a serious decline
in value. . . . It appears to me that the only safety for banks of small capital,
in the event of the circulating power being taken away, would consist in amal-
g?ntion. The voice of history is potent, and experience is an imperative teacher.

enty years ago there were forty independent banks in Scotland, all of
them circulating their own notes. Their circulating powers were curtailed, and the
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forty banks were within a comparatively short time reduced to ten—by suspension,
liquidation, and amalgamation, and notwithstanding the enormous increase of busi-
ness since, the banks in Scotland now number only eleven. In fine, I feel safe in
predicting that if the power of circulation be taken away, the effect upon the banks
with small capital and considerable circulation will be not, perhaps, sudden, but
certainly slow death, if they attempt to stand alone. But I do not believe that any
Government in Canada will be able to carry a measure involving the withdrawal of
the power of circulation from the existing banks.”

BosToN.—The Bank Officers’ Association, at its annual meeting elected the fol-
lowing officers : President, F. B. Sears, Third National; vice-presidents, S. A.
Merrill, Mechanics’ National; Fred. A. Claflin, National Bank of Redemption;
treasurer, H. A. Tenney, Globe National; secretary, E. A. Stone, Franklin Savings;
directors for one year, W. E. Elder, National Revere, C. A. Ruggles, Clearing
House; for two years, W. H. Sargeant, Merchants’ National, C. C. Domett, Mav-
erick National; auditors, Henry O. Fuller, Second National, Edward F. Ripley,
Boston National, G. W. Auryansen, A. L. & T. Co.; trustees for gne year, _F P.
Stearns, Shawmut National; for two years, A. F. Luke, National North America;
for three years, W. E. Hooper, Home Savings Bank.

NOTICE.

The NATIONAL BANK OF LEBANON, located at Lebanon, in the State of
Kentucky, is closing up its affairs. All note-holders and others, creditors of
the association, are therefore hereby notified to present the notes and other

claims against the association for payment.

R. E. KIrk, Cashier.
LEeBANON, Ky., May 18, 1889.

DEATHS.

SCHLAGER,—On June 7, aged thirty-five years, Charles Schlager, President of
the City National Bank, Susquehanna, Pa,

SIMONDS.—On June 12, aged sixty-eight years, Dr. Andrew Simonds, President
of the Simonds National Bank, of Sumter, and the First National Bank, Charles-
ton, S. C.

WARRINER.—On June 19, aged sixty-two years, John R. Warriner, President of
the Agricultural National Bank, Pittsfield, Mass. R

WELLMAN.—On June 8, aged fifty-three years, Abijah Joslyn Wellman, Cashier .
of the First National Bank, Friendship, N. Y,
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NEW BANKS, BANKERS. AND SAVINGS BANKS.
(Monthly List, continued from [unme No., page ¢58.)

State. Place and Capital. Bank or Banker. Cashier and N. V.Correspondent.
N. Y. Crrv... Washmgton TrustCo... ....... Ceees
$500, . M. Morrison, P. Francis H. Page.
ALA.... Attalla. ........ Bank of Attalla.......... [Importers & Traders Nat. Bank.
$25,000 James A. May, P. F. D. Nabers, Jr., Act'g Cas.
L. A. May, V. P.
s ..Attala......... State Bank. ........... Third National Bank.
$50,000 T. G. Montague, P. J. M. Jones, Cas.
ARK.... Helena......... Peoples Sav.B. & Tr.Co. ............
$30,000 N. Straub, 2. Walter Lucy, Cas.
John P. Moore, V. P.
CAL.... Porterville. .... Pioneer Bank......... H. &J Seligman.
P.N. Lxhenthal P Edvnn W . Beebe, Cas
E. Newman
- . San Francisco.. Market Street Bani’:... .. Kountze Bros.

Wmn. J. Somers, P.C.P. Butler, Cas.
H. C. Somers, V. P.
CoL.. .. Antonito. ...... San Luis Valley Bank... Importers & Traders Nat. Bank.
Edward H. Baker, P John H. Early, Cas.

# .. Manitou Springs J. B. Wheeler & Co..... Chemical National Bank.
$25,000 J. B. Glasser, Cas.

s . Sheridan Lake.. Kiowa County Bank..... National Park Bank.
$50,000 (Hardest & Pelham.) Geo. W. Young, Cas.

s . Telluride....... Bank of Telluride... ... Hanover National Bank.

$a5,000 J. H. E. Waters, P. Wm. E. Wheeler, Cas.
John Nicholas, V. P,

DAK.... Hitchcock. .... . Bank of HitchcocK...... weveeerees ..
$a5,000 Thos. W. Burns, A. Carl D. l-oster, Cas.
GA..... Dawson........ J. W. Wooten's Bank...  seeeeeeninen
$25,000 JWWooten,PFWClarkC
ILL..... Franklin Grove. Franklin Grove Bank.. Chase National Bank.
$35,000 John D. Lahman, ‘P. Warren C. Durkes, Cas.
Conrad Durkes, V. P,
IND..... Angola.. ...... Steuben County Bank... Fourth National Bank.

$50,000 Wm. G. Craxtan, P. Harry K. Scott, Cas.
Orville Carver, V. . P, A. Craxtan, 4ss't Cas.

IN. T... Guthrie........ McNeal-Little B'k'g. Co. United States National Bank.
$50,000 James W. McNeal, P. Andrew G. Herron, Cas.
s .. Guthrie........ Merchants Bank......... Importers & Traders Nat. Bank.
$25,000 Geo. S. Cunningham, Cas.
R. B. Norton, Ass’t Cas.
¢ .. Oklaboma City. Citizens Bank ......... Hanover National Bank.
$50,000 James Geary P L. A. Gilbert, Cas.
A. L. Welsh, Ass't Cas.
e .. Oklahoma City. Oklahoma Bank........ Chemical National Bank.

Geo. T. Re nolds P. ]. P. Boyle, Cas.
T. M. Rich n, V. P.

Iowa... Clarion.. ...... Bank of Clarion......... Ninth National Bank.
$25,000 D. Young, P. Chas. D. Young, Cas
o« ..Tabor......... State Baok.............. Chemical National Bank.

Sas,ooo James Mlckelwa.lt P. Eugene W. Brooks, Cas.
Wm, M. Brooks, V P,

Kax.... Herington..... First National Bank.....  eeeeens ceeee
$50,000 John Hall P F. E. Munsell, Cas.
s ,.Scott.......... Bank of Scott City...... Llorton, Bliss & Co.
$a5,000 Eli M. Lyons, Cas.
S. C. Grabb, Ass’t Cas.
« .. Spring Hill..... Spring Hill Banking Co. Importers & Traders Nat. Bank,
$7,000 Caleb Dryer, 2. Eugene Davis, Cas.
Jno. S. Mackey, Sec.
Ky. . .. Mt Sterling.... Farmers Bank........... United States National Bank.

$250,000 R. A. Mitchell, . Wm. Mitchell, Cas.
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Statse. Place and Capital. Bank or Banker. Cashier and N, Y. Correspondent.

Ky..... Pikeville........ Bank of Pikeville........  .........
$10,000 Richard M. Ferrell, P, Basil Hatten, Cas.
Chas, M. Parsons, V. 7.
Mbp..... Hagerstown.. . Second National Bank..
$100,000 Henry H. Keedy, P. John Van Lea.r, Cas.
J. L. Nicodemus, V. P.

MICH... Oscoda.. . Tosca Co. Sav. Bank..... National Bank of Commerce,
$30,ooo Robt. K. Gowanlock, P, Walter L. Curtiss, Cas.

MINN... Olivia.......... Peoples Bank.......... . National Shoe & Leather Bank.
P. W. Heins, P, C. W. McMindes, Cas.

s .. West Duluth... Bank of West Duluth.. Mercantile National Bank.

$25,ooo ‘Wm. E. Richardson, P. Robt. Crombie, Cas.
D. H. Merritt, V. P. Jno. P. Morrow, Ass't Cas.

» .. West Duluth... Manufacturen Bank..... American Exchange Nat. Bank.
$35,000 W, H. H. Stowell P. Harvey P. Smith, Cas.
Martin O. Hall,
Mo..... Lamar......... First National Bank ..... ceeieesesens
$50,000 James H. Wilson, P.
# .. St. Joseph...... Schuster-Hax Nat. Bank. Chemical National Bank.

$500,000 Adam N. Schuster, P. Sam'l, A, Walker, Cas.
T. W. Clawson, V. P

¢ ..St. Joseph... Tootle, Lemon & Co..
*john S. Lemon, 7. Wm. F. Norton, Cas. *
Thos. E. Tootle, V. £. Graham G. Lacy, 4Ass’¢ Cas.
NER.... Adams......... State Bank.............. Chemical National Bank.

$10,000 Wm. P. Norcross, 2. Homer J. Merrick, Cas.
Jas. W. McKibbin, V. P.

# . Chappell... .... Deuel Co. State Bank... Gilman, Son & Co.
(Clayton & Hamilton.) .. .
» .. Geneva......... First National Bank.....

$50 Geo. W. Smith, 7. Frank J. Miller, Cas.
N. J.... Bloomfield, | Bloomﬁeld Nat. Bank..

$5o,ooo hos. Oakes, P Lewis K. Dodd, Ca.r
N. Y... Adams...... ... Farmers Natlonal Ba.nk ...........
$65,000 C. D. Potter, /. G. W. Hannahs Cas
# .. Brooklyn...... Fifth Avenue Bank...... National Bank of the Republic.
$100,000 Albert P. Wells, P. Isaac Simonson, Cas.
Wm. F. Wells, V., P.
. . Caledonia...... McDonald Bros......... Chase National Bank.
N. C.... Leaksville...... Bank of Leaksville...... Commercial National Bank,
$10,000 Wm. R. Walker, P. F. D, Swann, Cas.

D. F. King, V. P.
PENN... Philadelphia ... Quaker City Nat. Bank.. -National Bank of the Republic.
$250,000  Joseph G. Ditman, 2. Wm. H. Clark, Cas.
Joseph Leedom, V. P

TENN... Chattanooga... Chattanooga Nat. Bank.. [
$150, ooo J. H. Warner, P. C. R. Ga.skxll Cas.
TEXAS.. Stephenvtlle.. .. First Natlonal Bank..... Hanover National Bank.
$50,000 C.) Shapard P. H. M. YcKnight, Cas.
McD. Reil, V. P,
UTAH.. Salt Lake City. Commercial Nat, k Fourth National Bank.
$250,000 Henry G. Balch, . Jno. W. Donnella.u, Cas.
Geo. M. Downey, VP,
Va. .... Pulaski City... Pulaski Nauonal Rank.. Chase National Bank.
$50,000 J. H. Caddall, . W, F. Nicholson, Cas.
W. F. Jordan, V. P.
WasH.. Seattle......... Washington Nat. Bank..

$100,000 Edward Q. Graves, ~.
» .. Spokane Falls.. Spokane Savings Bank.. American Exchange Nat. Bank.
$100,000 Horace L. Cutter, 2. Jules L. Prickett, Cas.
James Monaghan, V. 2.
W. Va.. Charleston..... Citizens Bank.......... Hanover National Bank.
$50,000 Moses Frankenberger P Joseph E. Rollings, Cas.
John C. Roy, V. P
Wis.... Shullsburg...... First National Rank... cesessenses
so,ooo Joseph Copeland, P, John H, Savage,
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CHANGES OF PRESIDENT AND CASHIER.

(Monthly List, continued from [une No., page 955.)
Bank and Place. Elected, In place of.

N. Y. Crrv..Garfield National Bank .. Geo. H. Wyckoff, V. P.. Hiram Hitchcock.
Hiram Hitchcock, 2dV.P.  ........

¢ .. Mercantile National Bank...... C. H. Bogert, Ass't Cas.

s .. United States National Bank.. F P Olcott, V. P. ..... D. A, Lmdley
Ariz.. Bank of Tempe, Armstrong. V.P... ...
Tempe. W E. Judson, Cas......  ...... .
CoL.... Merchants State Bank, Lamar.. H. J. Gochenour, Acf'gC.  .......
Coxx... Merchants Nat. B., New Haven. C. S. Merrick, V. P...... H. J. Morton.
Dak.... Union Banking Co., Aberdeen. W, H Morrow, Cas.....  .......

. Farm. & Traders B., Kimball.. M. P, Abbott, Cas....... L. A, Foote.

ILL..... Atlas Nat. Bank, Chiazo ..... ls-l w. it[on\e. ia: B F. P. Wilson.
. . enry H. Nash, V. P...  .......
* .. Chicago National B‘(':n:' Wm. Cox, Cas.......... Henry H. "Nash.
1CAgo. | . M. Blount, Ass't Cas. Wm, Cox.
lowa... Bank of Edgewood ( O. B. Blanchard, AP...... N
Edgewood. ] L. B. Blanchard, V. P.. Ceeeees
Kan.... Anthony National Bank, John D. Brown, V. P.... H. M. Declinger.
nthony i M Anderson, Cas.... F. D. Denlinger.
« .. First National Bank, W. Bowman, Cas... G. E. Lathrop.
Conoordu | J I Wyer, Jr., Ass't Cas. W. W. Bowman,
¢ .. Bank of Horton, Horton...... Geo. S. Hovey, Cas...... F. D, Krebs,
s .. StateBankofLaCrosse,LaCrosse Wm. Davis, ~.......... A. H. Arter.
s .. First Nat. Bank, Leavenworth. Geo. H. Hopkins, 4. Cas.  ....... .
» .. Bank of Pleasantou. Fred Wagner, P........ W, P, Rice.
Pleasanto: Ben. Ellis, V. P.........

.. West Side Nat. Bank, chhnu J. A. Davison, Cas...... John Watts.
KY .... Kentucky Nat. B., Louisville... R. F. Warwick, Ass't C
l.ua . Andover Nat. Bank, Andover:. M. T. Stevens, V. P..

secasas

s .. Charles River N. B, Cambridge Walter S. Swan, ~P...... . Chas, E Raymond.
¢ .. Falmouth Nat. B,, ’Falmouth. . G E. Dean, Cas........ Geo. E, Clarke.
¢ .. N. Mt. Wollaston Bank, Quincy . B. Pratt, F...... <er.. E. H. Dewson.
. Pynchon National Bank, Chas. Marsh, P.......... H. N, Case.*
“gnngﬂeld . R. Bond, Cas...... Chas. Marsh.
« . First Nat. Bank, Wobum...... ard L.'Shaw, V. P.. John Johnson,
Mica. .. First National Bank D (; Slafter, P, Townsend North.
Vassar, .llrusxn ‘\)V:m:onh, }” P. Iv)v G. gcl?lfter.
" . . A nahower, 7 ... Wm, immel,
Miww.. First National Ba.ngt, Peters % J. C. Donahower, Cas... F. A. Donahower.
. * { Fred M. Donahower,4.C. J. C. Donahower.
Mo..... National Exchange Bank, John K. Cravens,l; .....

Kansas Clty L. D. Cooper, Ass't Cas. .
¢ .. Continental Nat. B., St. Louis. J.

KB.... State Bank,

ceesan

M. Thompson, V. P..
{ E }{n.czx. P'& ........ ’{ } lS)mi'.h.
. . F. nox, Cas...... L. J. Dunn,
Alenndna.) E. E. leson.‘A::t Cas.
¢ .. Bradshaw Bank, Wm, Kerr, P

escscnce

cssencsnne

* .. Schuyler National Bank, \ W. H. Sumner, Pl
Schuyler. 1 J S. Johnson, Cas...... W. H. Sumner,
N.Y... Nat. Exch, Bank, Lockport.... T. E. Ellsworth, 2...... Jno. H. Vermilye,*
# .. Newburgh Sav. ﬁ Newburgh. Thos. F. Bal(er, Treas.. T. C. Ring.
.Umted ational Bank Troy... Geo. H. Cramer, P...... Jos. W, Fuller.*
Lehlgh Val. N. B, Bethlehem.. Geo. A. Reed, Cas...... H. G, Borhek.
. Nat. Bank of Chambersburg, Sam'l. M. Linn, 2....... W. L. Chambers,
Chambersbur; T. B. Wood, V. P......S. M. Linn,
. Honesdale N. B., Honesd ... . John Torrey, P.......... C. F. Young.
.. First Nat. Bank, Lehighlon... . John F. Semmel, Cas... W. W. Bowman.

* Deceased.

AN a
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Bank and Place. Klected. In place of
PENN... First Nat, Bank, Mt. Joy...... M. M, Brubaker, 4. Cas.  .......
¢ .. Merchants National Bank, % Wm, Wood, ~A.......... G. H. Stuart.
Philadelphia. } James Whitaker, V. P.. Wm. Wood.
» .. Wyoming N. B,, Tunkhannock. F. L. Sittser, ~..... .... C. P. Miller.
R. I.... Niantic Nat. Bank, Westerly... Thos. W, Segar, P...... J. M, Pendleton.*
S. C.... First Nat. Bank, Charleston... Andrew Simonds, »..... Dr. A, Simonds.*
TENN .. Nat. B, of Franklin, Franklin.. E. E, Green, Ass’? Ca.r.. ....... .
« .. Safe Dep. Tr. & B’k'g. Co., ) J. H. Eakin, V. P...... ceeeeens
Nashville. + W. H. Mitchell, Sec..... J H. Eakin.
Eldred H. Pendleton, P. Allen H. Neathery.
TExas.. First National Bank, Allen H. Neathery, V. P. ceseenee
Farmersville. | Leonard E.Bumpass, Cas. PR
Sam'l. R. Hamilton, 4. C. .o

. . First Nat. Bank, Granbury.. .. A. L. Williams, Cas..... A. U. Thoma.s
VT..... N. B. of Vergvennes, Vergennes. ’I‘hos S Drake, V. P.... David Smith.

Va... .. Sav. B. of Norfolk, Norfolk.. Dey, P ... A. M. Smith,
. . B. of S’th. Boston.Sth Boston. Jos Stebbms, ........ John W. Riely,
Wis.... First Nat. Bank, Beaver Dam. Geo. C. Congdon, 4. Cas.

OFFICIAL BULLETIN OF NEW NATIONAL BANKS
(Monthly List, continued from [ume No., page 959.)

No Name and Place. President. Cashier. ‘Capital.
4048 Continental National Bank...., Geo. A. Baker,
St. Louis, Mo. Chas. W, Bullen, $3,000,000
4049 Second National Bank......... Henry H. Keedy,
Hagerstown, Md. John Van Lear, 100,000
4050 Quaker City National Bank... Joseph G. Ditman,
Philadelphia, Pa. Wmn. H. Clark, 500,000
405t Commercial National Bank..
Salt Lake City, Utah. John W, Donnellan, 2s0,000
4052 First National Bank........... Geo. W, Smith,
Geneva, Neb. Frank J. Miller, 50,000
4053 Schuster-Hax National Bank... Adam N. Schuster,
St. Joseph, Mo. Samuel A, Walker, 500,000
4054 Teutonia National Bank....... Edward Pape, Sr,
Dayton, Ohio. Louis H. Poock, 200,000
4055 First National Bank........... Joseph Copeland,
Shullsburg, Wis, John H. Savage, 50,000
4056 Bloomfield National Bank..... Thos. Oakes,
Bloomfield, N. J. Lewis K. Dodd, 50,000
4057 First National Bank .......... Jas. H. Wilson,
mar, Mo. 50,000
4058 First National Bank.......... . John Hall,
Herington, Kan, F. E. Munsell, 50,000
4059 Washington National Bank.... Edward O. Graves,
Seattle, Wash., 100,000
4060 Fourth National Bank......... J. H. Warner,
Chattanooga, Tenn. C. R. Gaskill, 150,000
4061 Farmers National Bank........ C. D. Potter,
Adams, N. Y. G. W. Hannahs, 65,000
4062 First National Bank...... .eees H. A, Smith,
Dublin, Texas, A. A. Chapman, so,000

* Deceased,
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CHANGES, DISSOLUTIONS, ETC.

Kax...

Ky....

MIxN, ..

TEXAS.

WasH,

( Continued from Jume No., page 959.)

.. Mobile......... R. F. Manley & Co. has been succeeded by Manley & Turner,

same correspondents.

.. Tempe.... .... Bank of Tempe has been incorporated.

.. Flagstaff ...... Citizens Bank has gone out of business.

.. Hitchcock...... Commercial Bank (Fowler, Hazen & Tollett) has been suc-
ceeded by the Bank of Hitchcock.

.. Lakota......... Nelson County Bank (M. S. Northcote) has gone out of
business.

. Fraoklin Grove. Exchange Bank (Conrad Durkes) has been succeeded by
Franklin Grove Bank.

.. Clarion........ Wright County National Bank has gone into voluntary

liquidation, succeeded by Bank of Clarion.

.. Fdgewood..... Bank of Edgewood (H. F. Beyer), now Blanchard & Son,

proprietors.

.. Kingsley....... Bank of Kingsley (Oldfield & Vernon), now Mueller &

Robinson, proprietors.

. Clay Centre.... Clay County Bank (John Higinbotham) has failed.

Lawrence... .. National Bank of Lawrence and the Dou:glas County
National Bank have been succeeded by the Lawrence
National Bank.

. Mt, Sterling.... Fa.rmBe;s National Bank has been succeeded by Farmers

nk.

Duluth.... .... Duluth, Union & Merchants National Banks have been suc-
ceeded by the First National Bank.

.. Savannah...... Savannah Savings Institution reported failed.
.. St. Joseph..... Schuster, Hax & Co., now Schuster-Hax National Bank.
. Bradshaw...... Bradshaw Bank has been incorporated.

. Bank of Omaha reported failed.

Ravenna....... Bank of Ravenna (Shaw & Edgerton) succeeded by First
National Bank.

. Socorro....... . Socorro County Bank reported failed.

.. Le Roy........ National Bank of Le Roy has gone into voluntary liquida-

tion.

. Farmersville. .. Exchg:s Bank has consolidated with the First National

Port Townsend. Clapsa & Feuerbach, now incorporated as the Merchants
nk, same officers and correspondents.
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AMERICAN INDUSTRIES AND FOREIGN INVEST-
MENTS.

Within a few months foreign investors, chiefly Englishmen, have
been purchasing American industrial enterprises. This movement
is worth consideration.

The history of foreign investing in this country is not without
interest. In the beginning, stocks and other property were taken
chiefly to pay debts which could be satisfied in no other way.
American merchants who had made purchases abroad, expecting,
of course, to pay in cash, having failed, the foreign seller took
whatever he could get. In this way he first acquired an interest
in American securities and other property. A large portion of
the stock of the first United States bank was sent to Europe to
discharge indebtedness. A considerable portion of the securities
representing the revolutionary debt also went for the same pur-
pose. Later, the stocks issued by States were taken by foreign
creditors.

The next phase was the .investment by foreigners in American
railroads and canals. Some of these were very profitable, but not
al of them. One of the most notorious was the Erie Railroad,
and another was the Atlantic & Great Western. These roads were
buried deep in litigation for many years, with which the public
is familiar, Investments in other railroads followed. During the
closing years of the civil war, large amounts of the national bonds
were taken, and also securities of the Northern States. It is said

6
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that the majority of the Pennsylvania Railroad Company's stock
is held abroad, also that of the Chicago, St. Louis & Milwaukee:
and several other railroads.

Another and later phase was the purchase of lands by wealthy
Englishmen, and in some cases foreign companies have been formed
for that purpose. These investors had the wisdom to perceive
that the national domain which could be cheaply purchased was
rapidly lessening, and that the time would soon come when every
acre would doubtless advance very considerably in value. Having
the patience, therefore, to wait a few years for profits, they have
invested heavily in Western lands, leasing them to cattle companies
or to individuals, or content to keep them unused. These purchases
have been large, as our readers know from the tables we have
published from time to time, giving the acreage which has thus
passed under foreign ownership.

The last phase is the purchase of industrial enterprises. The
breweries have been the first to attract the foreign investor. They
have been very profitable. The drinker’s prosperity is not aflected
by bhard times. The amount of capital thus invested is about
$35.000,000. The following table gives the names of the companies
and their capitalization :

Capital.

Prefer- Debent-
Ordinary ence .ure
Name of Company. Shares. Shares, Stock.
J.F.Betz& Sons..........o0euenn £100,000 4£200,000 £250,000
Hill's Union................. veess 50,cO00 25,000 50,000
NewYork.......coe0vnnnen Ceeeees 300,000 300,000 330,000
Frank Jones .. 400,000 500,000
Detroit............. . 50,000 40,000
Chicago.......ooivneneeneenennns 600,000  ...... 400,000
‘Washington........... tecienreess 75,000 60,000 26,000
Bartholomay.............coe0vnen 310,000 310,00 350,000
Voight........coiiiiiininienenn.. 70,000 55,000 75.000
United States............cc0vunne 35¢,000 350,000 400,000 *
Baltimore.............. tieesessss 70,000 70,000 50,000

To these companies should be added a San Francisco brewery,
which has been purchased for $3,000,000, but the capitalization of
which is unknown. It will be seen from the foregoing table that
the securities issued in payment are of three kinds—debenture
bonds, preferred stock and common stock. Two of these bear a
fixed rate of interest, while the third, the common stock, does not.
This mode of issuing securities in payment is a very shrewd one,
for in no other way could the securities of companies so heavily
capitalized probably find a market.

Another form of investment is that of mines and iron furnaces,
and steel works, cattle ranches and timber lands. Some of these
investments, says the Age of Stee/, have been very heavy. In the
vicinity of Cumberland Gap. on the line between Southeastern
Kentucky and East Tennessee, $4,c00,000 have already been spent
by the American Association, Limited, of London, in developing
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an iron, steel and railroad center, and $6,000,000 additional have
been subscribed for the further prosecution of the work. Even
on the Pacific coast large manufacturing enterprises have been
begun by foreign capital—as, for example, the undertaking with
which the Mossbay Iron and Steel Company is credited.

More recently the Otis Iron and Steel Company. of Cleveland,
Ohio, has been purchased for $4,500,000. The securities for this
purchase will, it is said, be evenly divided into three kinds, the
debenture bonds, bearing six per cent. interest; the preferred stock,
bearing eight per cent.; while the common stock will, of course,
take the remainder of the profits. The Jron Age, in commenting
on this last purchase, says:

“The agents of English capitalists have been very fortunate in the
selection of the Otis Works, with which to inaugurate their campaign
on American iron and steel properties. We have no means of knowing
how profitable these works are or have been, but it is a fair presumption
that they have paid their owners most handsomely, inasmuch as the
plant has been greatly enlarged since it was established in 1873. The
product of the works has always had a high reputation, of which the
managers have been deservedly proud, and which they have spared no

ins to maintain. The continuance of the old management is evidently
or the purpose of retaining the confidence of consumers, and is in
keeping with the general shrewdness shown in these international trans-
actions. With the possible financial results we have no special concern.
The capitalization appears to be excessive, but we presume that is a
matter which has been very carefully considered, and that it is based on
the past earnings of the works. It will be seen that profits of but
$300,000 a year will pay the interest on the debentures, the dividend on
the preferred stock, and six per cent. on the common stock.”

It is said, also, that the foreign purchasers are trying to buy all
of the profitable stores and houses for the exchange of goods.
If successful in this direction, a vast amount of property will pass
under their control. No mention has thus far been made of any
sales of this character, but it is believed that negotiations have
been begun with several owners.

What will be the effect of these purchases? For many years
Englishmen have been coming here and organizing corporations,
or undertaking individually the management of great enterprises.
They are in all of the States of the Union. The thread mills
in New Jersey and Rhode Island are, perhaps, the best known
examples. Some of the silk mills, too, are owned by foreign capital
and managed by foreign skill; but the purchase of existing plants,
and which are among the most profitable, is a new phase of
investing, and which is likely to give rise to several important
consequences.

Thus far very large prices have been paid for the properties.
It is reasonable to suppose that by capitalizing them at heavy
figures, other establishments will be started, containing the most
improved appliances for production. Built with much less capital,
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with good management they may yield large profits. Consequently
the heavily capitalized concerns, controlled by foreigners, will prob-
ably meet with a competition of the kind above described, and
unless they are content with smaller profits than their new compet-
itors, they will be greatly disappointed in their venture. For such
competition is inevitable. The persons who have sold have capital
to invest somewhere, which will not long remain idle. Either it
will be invested in a new concern of the same character, or the
form of investment will be changed. But the tendency is for the
brewer to brew and the miller to mill, and so, while the former
proprietors and superintendents and leading officers may for a
time be continued in the management of the old business, the
time will soon come when some of them will long for independ-
ent proprietorship, and will start anew. Thus, as we look at the
matter, the purchase of these industrial establishments by foreigners,
and the capitalizing of them at high figures, readily invites the
construction of others, and at an early day. The temptation, in
truth, to do this, is very great, for it can hardly be expected that
persons who have been conducting an independent business and
reaping large fortunes, will be content to work as presidents or
superintendents and merely earn salaries. Nor is the assumption
reasonable that the men who have displayed so much daring and
sagacity in building these great industrial establishments, and in
acquiring large fortunes, will suddenly transform themselves into
loafers and be content with their millions. If anything is certain
it is that these energetic and far-sighted men who have shown
so much ability in the management of their great industrial
concerns will immediately look around for new fields of employ-
ment, or will continue in the old ones under other conditions.
Probably in some of the sales that have been eflected the
owners have been required to stipulate that they would not
engage in similar enterprises in the same town or State, or for a
fixed period; but no individual, by contract, can cut himself off
entirely from future employment, however desirous, nay, eager he
may be to do this. It is against the policy and wisdom of the
law, and therefore the way is clearly open for all those who have
thus parted with their breweries and mills to continue in the work
of production somewhere and under some conditions. Doubtless
the way will not be found difficult for them to continue to brew
and to mill, and to make iron as they have done in “other
days.

Another consequence, perhaps more important and lasting, 1s
the diffusion in ownership of these great industrial concerns, and
the effect of such ownership in the management and use of capital.
Take a brewery, for example, that has been sold for a couple of
millions of dollars, and which was owned by an individual. It has
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passed under the control of shareholders; a hundred persons, perhaps,
instead of one, as heretofore. The same is true with respect to all
other breweries and enterprises above mentioned. Their ownership
is widely diffused, and so their profits will be more widely
diffused than they have been in the past. Instead of one brewer
getting the profits from the two millions, they will be divided among
one hundred persons. This fact is one of the most important
attending the change of ownership in these properties. Certainly
their transfer to companies or corporations will tend to the dif-
fusion of profits, and thus lessen the acquisition of profits by a few
persons.

The prime motive for these purchases is the immediate profits
accruing to the purchasers, as they purchase at one price and
capitalize at another; and if successful in selling at the new price,
the difference or advance is the immediate profit made by the
purchaser. The profits accruing from the purchase of the breweries
was certainly very large, and the field is a most tempting one for
foreigners. It is said that many offers are made to them of prop-
erties that are not among the best, but thus far they seem to
have been shrewd in singling out only the best concerns for
purchase. We suspect that this business, like every other, will
degenerate, and when all the good concerns have been purchased
that are purchasable, they will begin to buy those of less value,
until there are no more innocent shareholders to victimize. This
will be the fitting climax of a business which bears on its face
' 5o many marks of excessive worldly wisdom.

GOLD EXPORTS.

The recent exports of gold, principally to France, have attracted
unusual attention, and not without reason. The causes for
this outflow do not seem to be clearly known, as the rates of
exchange do not favor it. The country can well spare this coin,
but, of course, no country views with much pleasure the export
of a very large quantity. One explanation for this outflow is, to
liquidate the balance of foreign trade, and this explanation has
been put forward by persons who ought to have had a better knowl-
edge of the true situation. The balance of trade has not been
heavily against this country for months, as some have asserted,
but the exact reverse is the truth. The report of the Bureau of
Statistics of the Treasury Department on Foreign Commerce shows
that the value of our imports of merchandise during the last fiscal
year amounted to $745,127,476, and of exports to $742,401,799; an
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excess of imports over exports of $2.725677. Of our exports, the
value of domestic merchandise was $730,282,606, and- the value of
foreign merchandise, $12,119,193. Comparing’ the values of our
foreign commerce of the last fiscal year with those of 1888, among
the most marked changes are these: The total value of imports
and exports of merchandise was $1,487,529,275, as against $1,419,-
911,621 during the fiscal year 1888; an increase of $67,617,654. The
value of imports of merchandise amounted to $745,127,476, as
against $723,957.114 during the fiscal year 1888; an increase of
$21,170,362. The exports of merchandise amounted to $742,401,799.
as against $695,954,507 during the fiscal year 1888. Trade, there-
fore, about balanced itself, and, consequently; the balance of trade
explanation is not satisfactory.

Another explanation is that the premium offered by the Bank
of France has been large enough to draw American gold into it.
This explanation is more satisfactory than the other. The New
York Journal of Commerce finds an explanation in the attitude of
foreign capitalists who are not satisfied with the present aspect of
the silver question, and who, consequently, are calling their capital
home. It says:

“ The shipments of specie are not called for, therefore, by the balance
of trade, and we see no other explanation than the one we have hereto-
fore made, viz., that foreign capitalists are not satisfied with the present
aspect of the silver question, and many are calling their capital home.

We noticed several months ago that the agents of foreign lenders,
whenever they put out contracts on time, required a written promise to

pay in gold.”

Another explanation is, gold is exported to liquidate travelers’
credits. It is estimated that over $100,000,000 will be sent to Europe
this year for this purpose, of which a large portion will go to
Paris. We think that the more adequate explanation is to be found
in the fall of railroad and other securities during the year, the
consequence, largely, of corporate mismanagement, mischievous legis-
lation, excessive speculation, and business depression, and the ship-
ment of gold is required to settle the balance. When we add to
this fact another, that we pay foreigners about $150,000,000 a year
to do our carrying trade, and that they have large investments in
this country, we think that the true reason for the present export
is apparent. With large crops of cotton and grain, a large quan-
tity of which will be needed abroad, it is quite probable that the
export of gold will not continue long enough to excite grave
apprehensions.
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A REVIEW OF FINANCE AND BUSINESS.
WEATHER AGAIN THE CHIEF FACTOR IN THE SITUATION,

The month of July, like that of June, has been one in which
the business situation more than usually depended upon the
weather; and the leading branches of trade and speculation have
again been controlled by “weather markets.” The less favorable
crop prospects, at the end of June, than at the close of May,
have been improved during July, so far as this country is con-
cerned, at the same time that they have grown less bright in
Europe, and the outcome of the last harvest in exporting coun-
tries of the southern half of the globe has materially reduced
earlier estimates of their surplus. While, therefore, the outlook is
better in the United States for most, if not all of our crops, the
prospects of the world’s supply, as a whole, have been materially
reduced, giving this country an unexpected advantage, at the expense
of its competitors, in the importing markets of agricultural pro-
ducts, which promises to restore to us a fair share, if not all of
our lost export trade of the past five years, and give the United
States its former supremacy in the grain markets of Europe.

It is in this respect that the changes in the crop situation of
the past month have been most favorable to this country, and
hence the weather has again been the chief factor in business.
On the first of June we had prospects of the largest crops ever
naised, with the lowest prices, without profit to the producers and
an inadequate export outlet for our surplus. July first reduced the
prospects of our crop of wheat materially, at the same time that
Western or importing Europe seemed likely to be less dependent
upon the United States than usual for her smaller deficit, as her
trops were never in better condition for the season of the year.
Hence, a month ago we were discounting not only low prices, but
a poor crop of wheat at best, and a poor export demand. The
result was seen in the produce markets and in the decline in
railroad stocks dependent especially upon the grain traffic, and in
the renewed and heavy exports of gold to Europe to settle the
account against us. Now the prospects are that we will have
more than an average crop of wheat, and much more than a year
2o, with a good export demand for it, which has already set
in, and at remunerative prices to the farmers of this country, who
stand sorely in need of a good crop and good prices. What is
tue of wheat is to a less extent true of other farm and food
products; for when the relative value of one staple is raised or
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lowered, the others follow partially in sympathy. Beside, the con-
ditions affecting wheat have affected other crops also, though in
a less degree.

THE GRAIN MARKETS AND INCREASING EXPORT DEMAND.

As a consequence, we have seen our grain markets all advancing
the past month, on higher foreign markets and better export
demand, both for spot and future shipments of wheat flour and
corn. The business actually done, though double that of the pre-
vious month, in all but corn, seems only to have been limited by
the light offerings, both on the spot and to arrive, and by the
scarcity and higher rates of ocean freights caused thereby. Indeed,
we have seen nothing like such a general and strong export inquiry
for breadstuffs (excepting for corn the past year), at the beginning of
"the crop year, for nearly seven years, as is now being experienced.
The new crop of wheat has moved slowly, as indicated in our last,
and not nearly so early as had been expected, because of the wet
winter wheat harvest, which delayed threshing, compelled the stack-
ing of more wheat in the sheaf than usual, has made the grain
softer than otherwise, and hence not as safe or profitable to move
now as after it has been held back and dried out. This has been
reflected in the smaller interior receipts of wheat, and ship-
ments of currency to the country to move the new crop, than
anticipated. The winter crop is nearly harvested, and, notwithstand-
ing the bad weather, it is turning out better in quality and quan-
tity than expected beyond the Mississippi River. The spring crop
has recovered rapidly from the damage by drought in the North-
west; on this side of Dakota, the crop will be good, and is
already being harvested in the southern half of the spring wheat
belt. But Dakota, Canada, and the Red River Valley will not
overcome the damage by dry weather, though they promise better
than a month ago. The oat crop and hay crop have been dam-
aged considerably by the continued wet weather, but the improve-
ment in atmospheric conditions the latter half of July has lessened
the danger of a poor crop of either, so far as the Great West is
concerned. The same better weather conditions have helped along
the backward corn crop, due to the wet weather in June. Fears
of damage are no longer entertained, and the prospects are good
for a crop equal to the phenomenal one of last year. Hence, with
an export demand for this cereal as good as for the last crop,
when it has been only limited by the supply, the prospects for
better prices and demand are as good as in wheat and flour.

Indeed, American flour millers, who have had such a hard time
bulling the last short crop of wheat, are already beginning to feel
the effects of the changed situation on the other side, and are
now able to sell more flour and faster than they can make it.
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Although a bad practice to bull a crop at its beginning, especially a
large crop, it looks now as if this year would see the lowest prices
at the start, because during May and early June both Europe and
America discounted the largest, the best and the earliest crops
ever raised. Accidents under such circumstances have helped the
Bulls, as prices were already low enough, if not too low.

A PROSPEROUS YEAR FOR AGRICULTURAL INTERESTS

is, therefore, better assured, apparently, than for years, at the begin-
ning of the new crop. Even the wool crop, which threatened to
open lower, has improved prospects, though the manufacturers are
resisting the advance because of complaints of dull trade, and large
stocks on hand in some lines of woolen goods.

The cotton crop outlook is favorable also, though there has been
some damage from too wet weather, as there always is from
some sections, while others are too dry. But the area under culti-
vation is now so wide, and the soil and climate so varied, that, like
wheat or corn, the losses of one section are made up as a rule by
the gains in others. The cotton market, however, is as dead as
ever, speculation in it having been killed out by the disastrous
attempts of the past to control the market here, while the new
grading system destroys the advantage hitherto held by a few
capitalists and carriers to manipulate the market.

The provisions markets generally have been on the down
grade, for all country produce, as well as hogs, has been
plentiful, following a large hay, corn and oat crop last year,and wet
weather and fine pasturage this season. As a result, dairy products
are over-produced, with receipts of butter in New York the past
month at the rate of 75000 packages per week, and prices lower
than for years, at 15 to 16c., the top at wholesale, and other pro-
duce in proportion. Yet such prices not only stimulate home con-
sumption, but also swell our export trade and bring the farmers
more money than short crops and high prices, as it costs as much
to raise poor crops as good ones, excepting the hauling of the
extra amount to market. The prices of hog products and hogs have
been forced down by the packers West for the past seven or eight
months, until they are below the average, though not as low as in
1879, when the exclusion of our hog products from European mar-
kets began, and before production had been adjusted to reduced
requirements. Prices are now regarded as low, though the summer
run of hogs has not been as large as expected, owing to farmers
being too busy with large harvests to market hogs. Hence some look
for lower prices in the fall, and Europe is only buying in a hand-to-
mouth way, as home supplies are still large, and the looks for lower
prices here on next crop and holds off. Yet a large crop of hogs
after two large corn crops in succession is an assured thing, ang at
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some price there is certain to be a more active trade the coming
year.
THE STOCK MARKET,OUTLOOK.

This improved condition of the agricultural interests, and the
commercial and financial recovery likely to follow a prosperous
year for the farmers, has already begun to be reflected in the
stock market, in which the decline, begun in June, has continued
in July, until the over-discounting of the May crop outlook has
apparently been liquidated by the Bulls, though some of the pools
are not yet out. Furope is again buying our railway securities.
This and the crop outlook and export recovery are likely to pre-
vent any material further decline, and are liable to start another
Bull movement so soon as the effects of these crops are seen in
increased earnings, as they are already beginning to show on some
of the Western lines. That is, provided, of course, that the rates
are not reduced enough, or more than enough, to offset the gain
in trafficc. The outlook on this score, however, is worse than a
month ago, when the public was led to believe that the split in
the Interstate Railway Association had been patched up. Like all
patches, however, it seems to have torn deeper into the original
garment, instead of covering the hole made by the Alton’s with-
drawal. Now it is currently reported that the association has been
powerless to stop the violations of its rules, which drove the Alton
to its course, and that only the roads which live up to these rules
are made to suffer, while those who break them are the gainers.
This is likely to drive other roads also out of the association, and
then good-by to any maintenance of rates until after a rate war
that shall tire out the offenders, unless the crop movement shall
give all enough to do.

THE INTERSTATE ASSOCIATION POWERLESS TO ENFORCE ITS RULES,
AND LIKELY TO BREAK UP.

The prospects of a general break up in this association are
therefore greater than a month ago, as will be seen by the follow-
ing dispatch supposed to come from some member of the associa-
tion : :

“Some interesting facts are coming to light in connection with the
Interstate Commerce Association, which account for the action taken by
the Alton, and for the fact that the Missouri Pacific has become restless
and secretly threatens to withdraw from it. We learn that not a fine
imposed by the commissioners on any road has yet been paid, and when
a road is fined it deliberately refuses to pay, and inasmuch as no money
has been pooled by the roads, no forfeit can be enforced against a road;
consequently, the road which cuts a rate gets the business and is not
made to suffer, while the roads which maintain rates and prove the
cuts against competitors receive no benefit. Again, the recent order of
the commissioners compelling the St. Paul Road to turn over part of
its Kansas City business to the Alton was disregarded in toto. The
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Alton got none of it, and the C,, B. & Q. and Northwest got all of it.
The association does not have power to divert business from one line to
another for purposes of equalization as was proved in the Alton case.
Unless some power is given the association to make such diversion of
business as it sees necessary, we are given to understand that other
notices of withdrawal are likely to be given soon. Again, the roads had
hoped to advance rates. As it is, they are not able to maintain existing
rates.”

Nor is this all on the shady side of the railway situation. The
Western State Railroad Commissioners are steadily and generally
reducing the local rates within their several bgundaria. The Mis-
souri commissioners have already reduced grain rates in that State
10 per cent., and 15 per cent. on live stock and coal. The
Nebraska Board of Transportation has reduced coal rates also, to
take effect in thirty days, and live stock and grain rates are yet
to be considered. Hence full employment of the capacity of all the
roads running through these States can scarcely keep up present
earnings. The railroad outlook and the future of stocks is there-
fore dependent upon new elements, whose influence we have no
precedent for judging. Active stocks are now about 5 per cent.
lower than a month ago.

EFFECT OF THE JOHNSTOWN DISASTER UPON THE PENNSYLVANIA
RAILROAD.

The statement of the lines of the Pennsylvania, east of Pitts-
burgh and Erie for the month of June shows a large decrease in
gross and net earnings, reflecting the loss of business caused by
the floods at Johnstown, but it is stated that the company has
already recovered the business diverted by the flood, and that the
volume of traffic now is equal to what it was previous to the
June disaster. As the expenditures for repairing the road and
replacing bridges will be taken from the surplus fund instead of
from current earnings, the expenses of reconstruction will not inter-
fere, it is said, with the payment of its dividend. For June the
loss in gross earnings was $1,149,382, or 22 6-10 per cent.; expenses
were smaller by $344,720, or 9 8-10 per cent., so that the loss in
net was $804,662, or 51X per cent. The statement for the half-
year ending June 30, which includes the June losses, shows an
increase of $146,032, or % of 1 per cent. in gross earnings, an
increase of $428,325, or 2} per cent. in operating expenses, and a
decrease of $282,293, or 3) per cent. in net earnings, the net loss
in June having wiped out the gain for the first five months. The
results on the Western lines for the half year was more favorable
than in 1888, the deficit having been only $437,694, against $582,-
32 in 1888. This is a better showing than had been expected,
however. The Reading is doing so poorly that it has refused to
make further statements of its earnings; and this makes its secur-
ities exceptionally weak on investment selling.
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THE MONEY MARKET AND SITUATION.

Money has continued easy, notwithstanding the free exports of
gold until the last of the month, and the small Government pur-
chases of bonds. The wheat crop has not moved as early as
expected, while wet weather West has kept back the old corn
crop, ,making requirements from that source smaller than usual.
Loans have expanded correspondingly, until they are about $40,000,-
000 in excess of a year ago by the New York banks. Where this
money has gone, in view of the dullness of speculation, has been
a puzzle to many, and caused others to fear it was locked up in
loans on undesirable securities, on which it would be difficult, if
not impossible, to realize in case of a money stringency next fall.
That this is in part true there is little doubt; for, although con-
servative banks refuse to make loans on the flood of new trust
stocks that have been floated on the Stock Exchange by the
hundreds of millions, as shown in our last, during the past few
months, somebody is getting the money from somewhere to carry
these stocks here in New York this year, while a year ago they
were not on the market as a rule, but held by the original owners
largely in the localities of their various industries. When it is
considered that nearly $220,000,000 of these securities have been
listed the past year, and most of them created with more than
double an honest cash capitalization, and floated in this market,
it is easy to see where this excess of loans is placed. Should we
get a tight money market the late collapse in these stocks may
prove but a summer breeze, beside of a cyclone, when these loans
are called in.

The capitalization of these trusts, whose stocks have been listed,
is as follows, and furnished by their officials to the Stock Exchange :

Lead Trust, capitalized for........c.ccovviiiiniiennennnes veso $83,018,800
Cotton Oil Trust, capitalized for........ cereteatietintannnes 42,185,200
Sugar Trust, capitalized for... .....cceeeiieiiiiiiniacennes 49,856, 50C
American Cattle Trust, capitalized for........ ....cc00eaeesn 13,396,100
Distillers and Cattle Feeders' Trust, capitalized for........... 30,726,600

Total capitalization.........ccoveeeiiiiieiniineieanss $219,183,200

This amount represents 2,191,832 trust certificates outstanding.

As a fair example of the over-capitalization of this whole precious
lot, it is stated that the value of the Sugar Trust properties was
only $20,000,000, against $50,000,000 capital, or doubled one-and-a-
half times. There has been no such menace as this over the money
market since 1873, though part of this $40,000,000 increase in loans
is due to the transfer of the chief holdings of the Atchison and
Sante Fe stock from Boston to New York during the past year. The
danger of further gold exports, however, has been largely reduced, if
not removed, the past month, by the renewed purchase of railroad
stocks by Europe, and the steady stream of English capital seeking
investment here through syndicates who are buying up one after
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another of our great industries, to control them. This manma does
not seem to have spent itself yet; and, together with increasing
exports of grain, flour, live stock, and food supplies, there seems
little to fear from gold exportations. The surplus reserve of the
banks, on the other hand, is still running down, and is already
lower than it should be—but little over $7,000,000.

GENERAL MARKETS AND BUSINESS.

Among the general markets, there has been a decided improve-
ment in the demand for and rates of ocean tonnage under the
increased spot and future demand to move the new crop of wheat,
and the outlook for ocean shipping for the coming year has not been
so bright since the loss of our export trade. The petroleum market,
too, has taken a new lease of life, and the price of crude, after
several years of depression, has crossed the dollar line again on
reduced stocks and production, and less competition from Russia
than a year ago in the markets of the East. As usual, the Bears,
at g2 cents the third week in the month, were Bulls at $1.02 the
last week.

In general business there is little if any improvement to note,
except in men's minds, who have been comforting themselves over
2 dull summer by predicting an active autumn, based on the good
crops. But this confidence had a rude awakening at the close of
July in the failure for about $4,000,000 of one of the largest
dry goods commission houses and manufacturers in the United
States. Not only this, it has been one of the wealthiest and most
‘conservative in this country, and stood among the first in the trade
for nearly a quarter of a century. “ What is the matter with the Dry
Goods trade ?” is the question now on every one’s tongue. The answer
is bad debts, slow collections and poor trade, together with large
stocks of goods unsold. This was a revelation, outside of the trade,
as the public has been told all the season that stocks were light
or well sold up, though trade had been poor for over a year. The
losses from this failure will fall on banks in Philadelphia, New
York, and in the East heavily, and on the'dealers in manu-
facturers’ supplies, though the assets are said tobe large. If no
one else is dragged down thereby, the above conditions of the
trade, disclosed by this failure, must have an unsettling effect on
confidence and credit in this line, for these conditions must be
general, if they were the real cause of this failure; at least they
cannot be special with a house of ability and credit second to few.
Fears of more weakness are therefore entertained, and they will give
a set-back to fall trade, which was just opening, and scare buyers
out of the market for the present.

THE IRON TRADE REVIVAL.
The following dispatch from Philadelphia shows a much greater
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improvement in the iron trade than the public had supposed, due,
no doubt, so far as caused by demand from the railroads, to the prep-
arations for moving the big crops. It says:

“ The iron markets have gathered additional strength under the con-
tinuous heavy demand for all furnace and mill products. Concessions
are not asked for. Prompt delivery is the only condition named in
placing orders. Furnace companies find no trouble in selling their fall
production. A great deal of business has been done during the past six
days throughout the State, and buyers are now placing orders for sup-
plies of {forge to run them, in some cases up to the holidays. But this con-
fidence in strong prices is not manifested by all buyers. The rolling
mills are now busier than they have been this year, and the activity
will probably last from two to three months, as summer and fall require-
ments have been withheld. Structural orders for bridge-building work
are accumulating. The advance agreed on wrought-iron pipe will be
maintained, as buyers are in urgent need of supplies. The sheet mills
are also overcrowded with work. Building operations and the active
demand for heavy and light machinery, and for railway track supplies,
are helping to maintain unusual activity in several branches of the iron
trade which have heretofore not engoyed much activity. Steel rails are
quiet but very firm in price at $28.50 in small lots. The outlook for
iron and steel are brighter than for months.”

Payment of Depositor’s Note—An inquiry was made of the Journal
of Commerce whether a bank had the right to pay a depositor’s note,
payable there, who had a sufficient balance to discharge it, and an
affirmative answer was given. A Richmond lawyer, William L.
Royall, questions the correctness of the answer. The truth is, a

different rule prevails in different States. In New York it has been.

maintained for a long period that a bank had the right to pay a note,
payable there, to the holder. It is true that in a recent case, decided
in Tennessee, and published in the June number of the MAGAZINE
(p- 921), the court intimated that the rule was not clearly settled
in New York, but it unquestionably is. Banks have paid such
notes all over the State for many years; and if the courts have
not said much about the rule, the reason is that it is so clearly
settled that there is no occasion for saying anything about it.
But it is just as clear that a different rule prevails in many States.
In our work on *“Banks and their Depositors,” all the cases may be
found. In many of the States, however, no rule has been established
by the courts, and the question in them is certainly an open one.
We think the more reasonable rule is for the bank to pay such
a note; and the decisions in New York, in which more questions
concerning banking have arisen, and, for the most part, have
been carefully decided than in any other State, should be the
controlling authority. Yet, of course, a State in which no rule
y, and in Tennessee all of the Supreme
e Lurton, flew in the face of the New
other way.
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FINANCIAL FACTS AND OPINIONS.

The Next Bankers' Comvention—The next convention of the
American Bankers’ Association will be held at Kansas City on the
25th and 26th of September. The Secretary of the Association, Mr.
Green, says that among the topics to be considered are: The pres-
ent condition of the National banking system, the best methods to
preserve it with or without circulation; the Surplus revenue, and
the reduction of the United States debt; the State banking systems
of the country—should the tax repressing State bank circulation be
repealed; a National Clearing House; Equalization of State and
Federal taxation of banks and other corporations loaning money;
the silver question; a National Bankrupt Law, etc. This convention
ought to attract a large number of bankers, not more by the topics
to be considered than by the place in which the convention is to
be held. The Association has never gone so far West before, and
much that is new and interesting will be learned in going to one
of the newest and most flourishing cities of the country. It will be
a valuable experience for many of the bankers to go and observe
carefully the novel scenes which will doubtless pass before their
eyes. In this connection we may also refer to the growth of the
State Bankers’ Associations in the country. Within a few weeks
four of them have held conventions in Dakota, Iowa, Kansas and
Texas. In all of them interesting and valuable addresses were
made; evidently a strong interest exists in these State associations;
in fact, the interest in them is much stronger and deeper than in
the more general one; and there is reason for this. The bankers in
each State meet for more specific purposes; they can accomplish
practical ends by thus getting together; they can make inquiries
and get information concerning men and things which will be of
benefit to them in the management of their business. The papers
read and the public side of their meetings are, perhaps, the least
important phases of these gatherings. The national association
ought to cut out different work for itself if it wishes to be more
useful. An effort was made several years ago to do something in
the way of promoting education among the younger members in
the banking business—a movement somewhat similar to that made
a few years ago in. England and Scotland, and which has been
so markedly successful in many regards. One of the most serious
dificulties arises from the infrequency of the conventions, their
brevity, and the wide separation of the members. If any progress is
to be made in banking education, it is more likely to come through
the State associations than the American Banking Association.
However, we trust that the convention will be fully attended; and
doubtless the occasion will prove an unusually interesting one.
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Canadian Bank Meetings.— A practice among Canadian banks,
which might well be followed by American banking institutions, is
to give at their annual meeting a full account of the business of
the bank during the year. Not only do the Canadian bank officers
present a full statement of the profits and losses of the business
on these occasions, but this is accompanied usually with an address
by the president or manager, giving a clear and complete expla-
nation of the business of the bank since the last annual meeting.
In the present number will be found an extract from one of these
addresses, by Mr. George Hague, general manager of the Merchants’
Bank of Canada, whose name is especially familiar to American
bankers by reason of his presence and excellent addresses at
several of the conventions of the American Bankers' Association.
Nearly all of the Canadian banks follow this practice. A full
account of the business of the year is given; the address closing
usually with a forecast of banking prospects. Several noteworthy
ends are gained by such a full and accurate presentation of the
bank’s business to the shareholders. In the first place, it strengthens
confidence in the bank management; every shareholder feels that
everything has been said to him, and that nothing is concealed;
therefore he feels a confidence in the officers and in the condition
and prospects of the bank which he would not probably have so
long as its operations were locked in the bosoms of the president
and those immediately around him to whom the direction is con-
fided. Confidence is a good thing, and this is growing in the
world, and with reason, too, in spite of the losses, frauds and
irregularities that are constantly occurring. Nevertheless, it would
be well for corporations of all kinds to give more attention to their
shareholders, if they wish to gain in public respect and confidence.
Again, if shareholders are thus admitted behind the scenes and a
full revelation is made to them of the business in which their
money is invested, they are likely to take more interest in the
corporation, and which will be beneficial to it in many ways. There
has been much complaint in the United States that corporations
were managed by a few; that it was quite useless to attend the
general meetings, because nothing was said to them; and that the
alternatives were presented, either of investing their money and of
trusting entirely to the management for success, or else of putting
it elsewhere. Even the great railroad corporations of the country,
with few exceptions, have not printed their reports or made many
explanations until within a few years. The practice, however, is
rapidly growing of giving more information to stockholders. for
which they are doubtless very grateful. We believe that if the same
practice was followed by the banks they would be the gainers.
Other reasons might be given to fortify this conclusion. The lead-
ing financial papers of Canada usually print the reports of these
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meetings in full, and evidently the interest in the perusal of them
of that country is very general. In this way shareholders not only
get a better knowledge of the banks in which they are interested,
but also gain many ideas concerning banking, the prospects of
business, etc., which are worth knowing.

Bank Prosecution of Criminals.—The constitution of the American
Bankers’ Association provides for the protection of its members
from criminals. By the 4th article, a committee, whose names shall
not be made public, shall control all action looking to the detec-
tion, prosecution and punishment of persons attempting to defraud
any member of the association. This committee, when requested
by any member through the secretary, are to take the steps need-
ful to arrest and prosecute the party charged with crime. This
subject has been considered by the association from time to time,
and the secretary in his last report stated:

“The secretary has endeavored to communicate with the police
authorities throughout the country, in order tc procure early informa-
tion of the operations of bank robbers and forgers, but this has not

roved a success. The news of these occurrences, as a rule, appears first
in the daily press, and it is a work of supererogation to send out circu-
lars to the banks informing them of events they may have before read
in the papers. The proper function of the association in this respect
seems to be confined to giving aid to members of the association who
have been victimized, in the detection, arrest, and prosecution of the
depredators.”

Mr. G. A. Van Allen, president of the First National Bank of
Albany, N. Y, on the second day of the convention introduced
the following resolution :

“ Resolved, That the executive council be requested to consider the
subject of establishing a subscription fund, subject to future assessments,
that shall be chargeable with rewards that may from time to time be
offered by the council, payable only upon the conviction and imprison-
ment of forgers, thieves and bank burglars; and if found feasible and
practicable, that the executive council be authorized to establish such a
fund and offer rewards for the punishment of such crimes under suitable
regulations.”

This was referred to the executive council. At the same meeting
of the convention, Mr. Knox, chairman of the council, reported as
follows:

“Your committee instruct me to report that it is of the opinion that
the power to act now exists in Article IV. of the Constitution, with the
exception that there is no power to make assessments, and that they are
of the opinion that it is impracticable to make such assessments.”

After the chairman of the council had thus reported, Mr. Van
Allen said he was led to act in the matter in consequence of
similar action by the National Board of Fire Underwriters. This
board is composed of the officers of the United States Joint Stock

7
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Fire Companies, having also an executive board of which Mr. Van
Allen is a member. That association has been very efficient in the
prosecution of criminals.

Recently, Mr. Green, the secretary of the Bankers’ Association,
has prepared a paper relating to the subject, drawn from data
furnished by Mr. Van Allen, the larger portion of which will be
found elsewhere ‘in this number. This is a very important subject,
and should awaken the attention of bankers everywhere. We trust
that at the next convention of the Bankers’ Association more
effective action will be taken. Surely Mr. Van Allen’s experience
as a banker and an insurance officer is of the most valuable
character touching this subject.

Razilroad Construction and Reconstruction—For the first half of
1889, by authority of the Railroad Gaszette, 1,410 miles of railroad
were constructed, and by that of the Raifway Age, 1,522 miles.
Either set of figures is less than half the mileage reported for the
first six months of 1888. Of the total amount of track laid in
1889, about one-half has been in the Southern States, and Missis-
sippi shows the largest figures of all. Georgia makes a good
second, North Carolina comes next, Tennessee follows, Texas is
fifth, and Pennsylvania sixth, standing first among the Northern
States. The average construction on each line of road was only
from twelve to fourteen miles, and but two companies laid as much
as forty miles. The railroad construction is thus shown to have
been confined to short lines and branches. The character of the
construction, therefore, indicates conservatism, but it hardly means
the complete abandonment of speculative railroad building which
is argued in some quarters. The conservatism and the close study
of local needs which have led to the building of short lines only
were forced by the situation.

This is a large diminution, but by no means unexpected. It
accounts, too, for the lessened activity by the steel rail makers.
Nor is there much prospect for improvement during the last half
of the year. It is better for the country not to build too far in
advance of the immediate wants of the people. If railroad con-
struction has rapidly diminished in quantity, surely there is much
sounder reason for the recent conmstruction than for much of the
construction of an earlier date. As we have said, a large portion
of this recent construction consists of short lines built by existing
companies for the purpose of entering new fields in their imme-
diate territory. There have been no parallel roads built to ruin
alike both builder and competitor.

In connection with the construction of railroads during this period,
we shall also give some account of the foreclosure sales. These
were heavy in mileage capital and debt, notwithstanding that only
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eight roads were involved. Twice as much track was sold under
the hammer as in the first six months of 1888, and three times
as great an invested interest, nominally speaking, was sold. The
Wabash, however, contributed two-thirds of the mileage and capital
in question. Besides, it would be well to bear in mind that fore-
closure proceedings relate to past losses, and for this reason have
litle bearing on the present, and are less significant as to the
future.
The receiverships for the first half of the year are given below
from a tabulated statement in the Raifway Age:
RECEIVERSHIPS IN FIRST HALF OF 1889.

Bonded Capital
Miles. Debt. Stock.

St. Louis & Chicago............. [ 70 $1,400,000 $2,400,000

Sheffield & Birmingham ..................... . 87 3,165,000 7,225,000

loternational & Great Northern ............. 825 15,233,000 9,755,000

Kanawha & Ohio.......cococneennnnn cerees 127 979,000 12,000,000
Battle Creek & Ray City and St. Louis, Sturgis

& Battle Creek.............. R P 59 *#600,000 #*1,180,000

Canada & St. Louis  ................. N 29 *#300,000 *580,000

Se. is, Arkansas & Texas. ......... veeees 1,244 32,818,000 16,409,000

Chicago & Atlantic......... teeeereteiienanne 249 11,963,000 9,563,000

Total eight roads.....cocvvenineennnen. 2,690 $66,458,000 $59,112,000

Total bonds and stocks...........c..u. Ceee ettt eeeeeanas $125,570,000

* Partly estimated.

The Denison, Bonham & New Orleans and Waco & Northwestern roads, on which
oniy grading has been done, and the Georgia Investment & Construction Company,
which is building the Carolina, Knoxville & Western road, were also placed in the
hands of receivers.

The Raikvay Age adds: “From present indications a good many
companies, including some of magnitude, may have to confess
insolvency before the year ends, unless rate wars and hostile legis-
lation speedily become less destructive of revenues.”

The National! Banks.—Notwithstanding the falling off in the
national bank circulation, and the uncertain tenure of the national
banking system, one hundred and fifty-six banks were established
during the last fiscal year, with a capital aggregating $15,970,000.
The old communities east of the Ohio and north of the Potomac
have incorporated but twenty-nine new banks during the year, with
an aggregate capital of $2,525.000. The remainder, one hundred and
twenty-seven banks with a capital of $13,445.000, are west of the Ohio
and south of the Potomac. The East gets but seventy of the new
institutions, with a capital of $6,245,000, while the section west of
the Mississippi river has incorporated during the year eighty-six
banks, with an aggregate capital of $9,725,000. Texas heads the list
of all the States in the number of new banks with seventeen of
them, while Missouri stands at the head in capitalization with an
aggregate of $2,950,000. Kansas has incorporated during the year
twelve banks, with a capital of $835000; Nebraska twelve, with a
capital of $695,000, and Iowa six, with a capital of $600,000. Wash-

a
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ington Territory stands first among the new States with her nine
banks and capitalization of $860,000. Appended is the list by
States :

No. of No. of
State. Banks. Capital. Banks. Capital.
3 $200,000 8  $2,950,000
3 250,000 2 175,000
2 100,000 2 125,000
2 150,000 12 690,000
4 250,000 4 250,000
1 50,000 | 1 65,000
6 375,000 ] 3 750,000
3 320,000 3 . 7 350,000
eereeaeen 6 ,000 [ Pennsylvania....... 12 1,250,000
Kansas............ 12 835,000 Tennessee...... .. 5 350,000
Kentucky .... ..... 6 675,000 | Texas.............. 17 2,060,000
Louisiana......... . 1 200,000 | Utah.............. I 250,000
Maryland........... 3 235,000 | Virginia ........... 4 300,000
Maine........... 3 50,000 Washington Terr... 9 o 860,000
Massachusetts ... ... 4 450,000 Wisconsin..... .... 2 150,000
Michigan..... ..... 5 350,000 | Wyoming.......... ] 50,000
Minnesota....... ves 4 250,000 | —_— —_—
| Totals.......... 156 $15,970,000

Land Speculation.—Land speculation is a favorite method of
speculating among some of the shrewdest and most far-sighted.
Enormous fortunes have been made and lost in this way. Land
speculation is particularly attractive in the large cities, and in the
more rapidly growing cities of the West. An interesting instance
of the advance in the value of land was stated the other day in a
Chicago paper. In 1853 a piece of land, containing eighty acres,
situated near Chicago, was bought for $4,800. Shortly afterward. it
was sold to Judge Wylie, of the District of Columbia, at a slight
advance, and not long since seventy-four acres were sold by him
for $205,000. In California within a few years land speculation,
especially in the southern part of the State, has been of the same
extraordinary character. The San Francisco Journal of Commerce,
says :

The value of real estate, both in city and country, has appre-
ciated at a wonderful rate during the year. Especially has this been
the case in the southern part of the State. In desirable localities in
Los Angeles land has sold as high as a thousand dollars a front
foot and, although prices have gone down with the decline of the
boom, they are slowly creeping up again. Land values near towns
from Monterey to San Bernardino, around the coast, have more
than doubled within two years. First-class vine or fruit lands near
a city bring as much as five hundred dollars an acre, in some
instances. In San Francisco during the past eighteen months there
has been an appreciation of sixty per cent. in the value of lands in
the suburbs.

Doubtless other stories of a similar character might be told of
land speculations in many parts of the Union.
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THE AUTHORITY AND LIABILITY OF BANK OFFI-
CERS*
[CASHIER—CONTINUED.]

Formerly, the officers of a corporation were required to act under
seal; but this requirement was found to be impracticable for the
efficient execution of its business. Nor could meetings be constantly
beld by the directors of a bank to confer authority on the cashier
to do many of the things which flow into the ordinary current of
banking. The remark, therefore, of Foster, ], is true, that “his
agreements in behalf of his principal in all matters relating to its
business of discounting and banking are binding upon it, to the
same extent as if made by a resolution of the board of directors.”
(Wakefield Bank v. Tuesdell, 55 Barb. 602; Durkin v. Exchange
Bank, 2 P. & H. Va. 277.)

To bind his bank a cashier must act within the scope of his

authority, and in the regular course of business. His authority
must be strictly followed. (AMoores v. Citizens’ National Bank, 15
Fed. Rep. 141, aff’d 111 U. S. 156; Hagerstown Bank v. Loudon
Savings Fund Society, 3 Grant, Pa. 135; Bank v. Bank, 1 Parsons
Sel. Cases 182)) Therefore, if he should attempt to borrow money
for himself or his friends, the bank would not be affected by any
inducement of his, in the form of a promise, to make the loan.
(Moores v. Citizens' National Bank, 15 Fed. Rep. 141.)
« “If a bank chooses to limit his authority, it certainly has the
power to do so. This power results necessarily from the superior
authority of the directors. The corporate functions are concen-
trated in them ; the cashier is but an agent of their appointment.
His duty is not prescribed by the charter, but originates with the
directors, and may be extended or limited as they may think
proper. From the general character of the agency, it may be
incumbent on the bank to show the restriction or limitation.”
(Sharkey, C. J., State v. Commercial Bank, 6 Sm. & Marsh 218, p.
235.) )

The duties of a cashier may be prescribed by charter, by-laws,
usage, or acts recognized by the directors. In one case the charter
and by-laws required the board of directors to prescribe the duties
of the bank’s officers, and the charter also required the directors
o keep a book “in which shall be entered and faithfully recorded
2 journal of all their proceedings.” It was held that these pro-
visions were merely directory, and the prescription of certain duties
of the cashier by the board might be inferred and presumed from

* Copyrighted.
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evidence of their acts and those of the cashier, and that a
written entry on the journal of a vote, order, or resolution of the
board was not necessary to establish such a prescription. In this
case an action was brought on the cashier’'s bond to recover
$15000, the amount of a deficit in the bank’s circulation. The
question was whether the cashier was required to keep the circu-
lation. He maintained that this duty must have been prescribed
by the board by a resolution or order. * But,” said the court
“why should the jury not have been authorized by the instructions
to presume, from facts which were made matter of record every
quarter, to wit: the quarterly reports of committees of examina-
tion, establishing that the cashier had charge of the funds of the
bank, and held them subject to be disbursed and accounted for
under the orders of the board to have presumed that which this
state of facts pre-supposed, to wit: a prescription, and to presume
it to have existed in that form, whether in writing or by parol,
sufficient to bind, and, if need be, to presume it as a tacit impli-
cation, arising as well from the past as the present relations and
acts of the parties?” (Thompson, J., Durkin v. Exchange Bank, 2
P. & H. Va. 277, p. 312.) Moreover, a cashier in performing the
duties of his office cannot deny that they have been prescribed
by the directors. (/d.)

It may be remarked that persons are supposed to know the
extent of a cashier’s authority, for it is defined and limited by
law; and all are supposed to know what the law is. That ignorance
thereof is no excuse, is a cardinal maxim in administering the
law. (Farmers and Meckanics Bank v. Troy City Bank, 1 Doug.
Mich,, p. 475.) .

When a contract has been formally executed by the president
and cashier, under the corporate seal of the bank, the law pre-
sumes that it was executed by authority of the directors. “ This
presumption, however, may be repelled by evidence, and the con-
tract avoided by proof that the president and cashier had never
been authorized or directed by the board of directors of the bank
to consent to the contract, or execute it.” (Horton, C. J., Asker
v. Swutton, 31 Kan. 286.)

We will define more closely the authority of a cashier. In the
absence of statutory authority he is the proper person to execute
a deed of conveyance. The deed should show an execution by him
on behalf of the bank, and by its authority, the corporate seal,
and also his name subscribed as cashier. (Skeckan v. Davis, 17
Ohio St. 571; see Lovett v. Steam Saw M:ill Association, 6 Paige
54; 6 Serg. & Rawle 12)

A cashier may accept a deed of conveyance to his bank to
secure a debt, and thus perfect the transfer. On one occasion a
mortgage deed to a bank was executed to secure indebtedness,
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which was sent by the debtor to the recording office to be recorded.
He intended that this should be a delivery of the deed, while he
also sent another person to the bank to inform the officers of the
transaction. When the cashier received the information he said
“he was glad it was done.” *This,” said the court, “was all the
acceptance he could make, and as the officer charged with the
collection of the debts due the bank, an acceptance of such an
additional security was quite within the scope of his authority.”
(Farmers and Mechanics’ Bank v. Drury, 38 Vt. 426.)

By the free banking law of Indiana, which was in force in 1861,
and which was quite similar to the New York law, the president
or cashier was authorized to bind the institution in carrying on
the ordinary daily business, such as drawing, indorsing, and accept-
ing bills of exchange, giving certificates of deposit, etc., in the
absence of a specified manner of transacting the business. (A/:son
v. Hubbell, 17 Ind. 559; Jones v. Hawkins, Id. 550.) In Kentucky,
a cashier has authority to pay drafts and checks when the drawer
had funds, but not to accept and create liabilities for his bank.
(Pendicton v. Bank, 1 T. B. Mon. 171.)

In the early days of banking it was decided that a cashier could
deliver notes to an attorney for collection. Said® Woodbury, J.,
“The acts of their agents within the usual authority of such
agents, ought to be obligatory. In this case, the delivery of the
notes for collection by the cashier was a customary act for such
officers to perform; and would 'seem to be strictly within the
power commonly intrusted to them in banking institutions.” (ZEast-
man v. Coos Bank, 1 N. H. 23, p. 26, citing Long v. Colburn, 11
Mass. 96.)

If the charter of a bank should restrict its business operations
to the village in which it was located, what authority would the
cashier have to do business incidentally elsewhere? The cashier of
a bank in a village of New York having such a charter, discounted
a note in the City of New York for the purpose of securing an
obligation due to the bank. The restriction was regarded as
applying to its customary transactions, and not to an isolated one
like this. (Potter v. Bank of Ithaca, 5 Hill 490.)*

If a cashier should-act by authorijty of the directors, though having
no right to confer such authority on him, the bank would be bound
by his acts. Says Woodward, J.: ‘“ As between the bank and those
who contracted with it, the new enterprise would become a part
of its usual and appropriate business, in the conduct of which it

* A bank had allowed the liabilities of its directors to amount to a sum beyond that
allowed by law, and the cashier, in order to reduce their liabilities, procured notes to be
made and indorsed for his accommodation, and with them discharged other notes of his
held by the bank on which a director was his indorser. This transaction was declared to
be legal, and the parties on the substituted notes were liable. (Semeca Coxnty Bamk v.
Neass, 5 Denio, 329.)
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would be liable for the acts of its agents.” (Hagerstown Bank v.
Loudon Savings Fund Sociely, 3 Grant (Pa.) 135.) But if he should
depart from his authority and attempt to involve the bank in other
unlawful pursuits without the express sanction of the directors or
stockholders, he would create no liability. (/d.)

Though a cashier has authority to apply the assets of the bank
to pay its indebtedness, does this include authority to guarantee
their collection or availability ? This question has been raised by
Judge Cooley, but not decided. (Peninsular Bank v. Hanmer, 14
Mich. 208, p. 215) But it has often been decided that whenever
he had authority to discount notes and bills, he had authority to
indorse them. (Merckants' Bank v. Central Bank, 1 Kelly, Ga., p.
431; Mechanics' Bank v. Bank, 5 Wheat. 326; Story on Agency,
§ 59.) If, therefore, he has authority to indorse notes, why should
not his authority extend to the guaranteeing of them? Authority
to indorse has been regarded as a needful accompaniment of the
authority to discount. To deny it would render his authority to
discount less effective. The same reasoning applies with equal force
to his authority to guarantee the obligations of the bank which
must be transferred to pay its indebtedness.

When is a cashier required to issue a new certificate of shares
to a purchaser? If bank shares are sold for taxes, and there is
nothing on the face of the proceedings to indicate any error or
lack of authority, the cashier is authorized to issue a new certifi-
cate to the purchaser, who will be entitled to the accruing divi-
dends, whether the tax for which the shares were sold was rightly
assessed or not. (Smith v. Northampton Bank, 4 Cush. 1.)

Turning to the limitations of his authority, we remark that he
cannot transfer the notes of the bank in payment of a deposit.
Moreover, a depositor who should receive them would be liable
for the amount realized thereon. As remarked by the court, “ we
do not think that bank depositors are usually paid in that manner.”
(Schneilman v. Noble, 39 N. W. 224.)

A director pretended to sell his stock to B. an irresponsible
person. The purchaser, with the connivance of this director and
the cashier, who was his son, pledged the same as security for a
note of much larger amount than the stock was worth. In a suit
against the director and cashier, the court declared that ““whether
the transaction be treated as a willful violation of the duty which
[they] owed to the bank, growing out of their official relation to
it, or whether it be treated as a direct conspiracy to cripple and
defraud the bank, it would seem that, upon the most obvious prin-
ciples of elementary law, the defendants should be held liable for
the damages which the bank has sustained.” (7he llion Bank v.
Carver, 31 Barb. 230.)

In one case a cashier was empowered ‘““to make loans with or
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without security.”” He made loans without reporting them to the
board or entering them on the books of the bank. He treated
them as cash in his reports to the directors, thus deceiving them.
He was held liable for the loss sustained by the bank, nor did
the negligence of the directors in performing their duty excuse
him. (San Joaguin Valley Bank v. Bours, 65 Cal. 247.)

A cashier cannot part with the property of the bank without
authority.  Nor, indeed, could the directors do this. Thus, B.
obtained from a cashier a dishonored draft, drawn in his favor as
cashier by another bank, and gave therefor his own note, on the
back of which was written an agreement to the effect that it
should be good only for the amount that he should realize on the
draft, and that the excess should belong to the bank. It was held
that the cashier had no authority to transfer the draft “on any
terms or conditions other than the note of B.” (SAryock v. Base-
kor, 82 Pa. 159.)

If a cashier should violate his authority and instructions, his
conduct would not cause a forfeiture of the bank's charter.
“Through the cashier,”” says Sharkey, C. J., “the directors may
doubtless violate the charter unless they can show that he departed
from his duties, as prescribed by them. But it is believed to be
a clear and indisputable principle that the cashier cannot cause a
forfeiture of the charter by a direct and palpable violation of his
authority or instructions. We repeat that the scope of his duty
is limited by the regulations of the directors. They may confer
on him, or permit him to exercise, the powers which are usually
exercised by cashiers, and then his acts will be binding, but they
may limit his powers if they think proper. If they cannot do so,
his authority is superior to theirs, and the franchise is placed
entirely at his mercy.” (State v. Commercial Bank, 6 Sm. & Marsh.
28, p. 237.

If a cashier should give a fraudulent and worthless check for
a security, this would not effect a transfer of the security. Thus,
the cashier of a bank which gave a certificate of deposit to a
person when making a deposit, afterward gave a worthless check
for the certificate to a bank which had become the owner. Said
the court: “The rights of the parties are not at all changed by
the fraudulent trick of the cashier . . . in giving to plaintiff a
check known to be worthless and receiving back the certificate.
This was a shameless fraud, and effected no retransfer of the cer-
tificate.” (/mternational Bank v. German Bank, 3 Mo. App. 362,
P 371)

If the cashier of a national bank should take goods under a chattel
mortgage and sell them, he could not keep the surplus, if there
should happen to be one, after satisfying the bank’s claim. “It
would be a very strange proposition of law for the bank to receive
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property upon a chattel mortgage or an agreement to secure its
own claim, and not be compelled to account for any balance
remaining after its own claim was satisfied.” (Cooper v. First
National Bank, 18 Pacific Rep. 937, Kansas, July, 1888.)

The want of diligence on the part of directors is no excuse for
the cashier’s neglect of duty. Should a loss happen, for example,
through the wrong of a bookkeeper, the cashier would be liable
therefor if negligent in supervising his work, although the direct-
ors might have discovered the wrong by exercising reasonable
diligence. (Batchelor v. Planters’ National Bank, 78 Ky., 435, 443.)

If a cashier should make a draft on another bank contrary to
the statute, and for the purpose of concealing an embezzlement,
his bank would be liable therefor. Said the court in such a case:
“There can be no doubt that the defendants are responsible for
the acts of their cashier, it being within the scope of his authority
to make their drafts, and if he defrauded them, they must bear
the loss.” (Faneusil Hall Bank v. Bank of Brighton, 16 Gray 534.)

If a cashier should abstract the funds of his bank and invest
them in a bond and mortgage, for example, in his own name, a
court of equity would not protect the bank by laying hold of the
bond and mortgage, or by restraining the mortgagor or mortgagee
by injunction. (Pascoag Bank v. Hunt, 3 Edw. Ch. 583.)

We will now consider the authority of a cashier to indorse the
negotiable paper of his bank. “The usage is universal,” says Judge
Hall, “for the presidents and cashiers of incorporated companies,
acting as the executive officers and agents of such companies, to
make, in their behalf, indorsements and transfers of negotiable
paper, by simply indorsing their names, with the additions of their
titles of office. I cannot doubt that such an indorsement is suffi-
cient to charge the corporation under whose authority the indorse-
ment is made, and to transfer the note to the indorsee, so that
the latter can maintain an action in his own name.” (Chillicothe
Branck of State Bank of Ohio v. Fox, 3 Blatchf. 431, citing Folger
v. Chase, 18 Pick. 63; Brockway v. Allen, 17 Wend. 40; Waler-
viiet Bank v. White, 1 Denio 608; Babcock v. Bemnan, 1 Kernan
200.)
¥iIn the earlier days of banking, when the authority of corporate
agents was more limited, a cashier could not, without special
authority, transfer a negotiable note belonging to the bank to a
third party. (Hallowell & Augusta Bank v. Hamlin, 14 Mass. 180;
Hartford Bank v. Barry, 17 Mass. 97.¥) But his powers have been
enlarged. In a well considered case (Smitk v. Lawson, 18 W. Va.
212, p. 227) Judge Green has remarked that “it may be now

* But the courts have never questioned that a cash r had authority to do whatever

was needful to recover a note. (Hariford Bank v. Barry, 17 Mass. 97; Blliot v. Abbot,
12 N. H. s49.)
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regarded as settled that the cashier of a bank has pgrima facie
authority, by virtue of his office, to transfer negotiable promissory
notes belonging to the bank in the transaction of the usual busi-
ness of the bank, and his transfer of such a note to a party, who
received it in good faith, confers a valid title to the note on the
transferee.” (Citing Wild v. The Bank of Passamaguoddy, 3 Mason
505: The Bank of the State v. Wheeler, 21 Ind. go; City Bank v.
Perkins, 29 N. Y. 554; Cooper v. Curtis, 30 Me. 488; Kimball v.
Cleveland, 4 Mich. 606; Crocket! v. Young, 1 Sm. & Marsh. 241;
Everett v. United States 6 Porter 166; Bridenbecker v. Lowell,
32 Barb. 9; Fleckner v. United States Bank, 8 Wheat. 357; Robb
V. Ross County Bank, 41 Barb. 586; Harper v. Calkoun, 7 How.
(Miss.) 203; Lafayette Bank v. State Bank, 4 McLean 208; Ringling
v. Kokn, 6 Mo. App., p. 337.)

Judge Perkins has remarked: * It would certainly greatly embar-
rass monetary and mercantile transactions if every man who bought
and sold gold and silver and commercial paper, at the counter of
the bank, of or to the cashier, was compelled to call for the
records of the bank to see that the cashier had the powers he
assumed, they being within the general scope of the authority of
such officer. The directors of banks are not usually in perpetual
session, while the business of banks is occurring every day, and
must, of necessity, be transacted by the officers in charge, or not
at all. The public interest requires that the banks should be bound
by the acts of their officers in their ordinary business. (Bank of
the State v. Wheeler, 21 Ind. 9o, p. 92.) For other cases see Smith
v. Stevenson, 18 Ind. 327; United States v. Cily Bank, 21 How. 356;
Haynes v. Succession of Beckman, 6 La. Ann. 224; West St. Louis
Savings Bank v. Shawnee County Bank, 95 U. S. 557; Holt v.
Bacon, 25 Miss. 567; Corser v. Paul, 41 N. H. 24; Bank v. Haskell,
st Id. 116; Preston v. Cultter, 13 At. Rep. 874.*

The rule has been well stated by Welker, J., in the case of Blasr
v. First National Bank (2 Flippin 111, p. 117): “ An outside party
dealing with the cashier of a bank, in good faith and without
notice of an irregularity [for example, in his indorsement of a note],
holds the bank as if the transaction had been unobjectionable
throughout. For it is the inherent power of the cashier, which he
exercises simply by virtue of his office, to make the transfer, and
no person can be required, in a case where no circumstances of
suspicion put him upon the inquiry, to go behind this authority.
If nothing appears upon the face of the paper, or in the circum-
stances connected with the assignment to throw suspicion upon it,
the purchaser, before maturity, is not bound or required to make
inquiry.” )

* The cashier of a bank is held out to the world as its executive officer, intrusted with

its notes and bills, and the collection and transfer of them in the ordinary course of its
business. (Slidell, J., Haymes v. Successiom of Beckman, 6 La. Ann. 224.)
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From this review of the decisions, the cashier's authority to
indorse the negotiable paper of his bank in the usual course of
business, cannot be questioned. If, however, the transfer is not made
in the usual course of business, though for a good consideration,
it is not valid. (Smistk v. Lawson, 18 W. Va. 212; Everett v. United
States, 6 Porter 181; Bank v. Wheeler, 21 Ind. go; Cily Bank v.
Perkins, 29 N. Y. §54.) Thus the cashier of a branch bank cannot
transfer its property to redeem bills issued by the mother bank,
and which on their face are redeemable only by it. (Smith v.
Lawson, 18 W. Va, 212,) Nor can a cashier indorse accommoda-
tion paper which does not pass through his bank in the usual
course of business. (Blair v. First National Bank, 2 Flippin 111.)
And if a note is made payable to a bank and is discounted and
taken by a third person, the cashier cannot make a valid indorse-
ment thereon without authority from the directors. (E/Mset v. Abbot,
12 N. H. 548)

“The cashier of a bank has no implied authority to indorse
officially his individyal note, thus by his own act making the bank
an accommodation indorser for his own benefit.” (Dillon, J., in
Savings Bank v. Parmelee, 3 Dill. 403; aff'd 95 U. S. 557.) In this
case, Parmelee, the cashier of the Shawnee County Bank, made his
individual note payable to the order of the St. Louis Savings
Bank, and indorsed it as cashier, and gave it to the St. Louis
bank. The directors of his bank never knew of the indorsement,
and never received the proceeds. Consequently, there was no ground
of recovery against the Shawnee bank.

If a cashier indorses a note simply for collection, he does not
thereby render his bank liable as an indorser. (Bank of State of
New York v. Farmers' Branck of State Bank of Ohio, 36 Barb. 332.)
Nor does such an indorsement affect a recovery thereon, for it
may be stricken out. (Manhkattan Company v. Reynolds, 2 Hill 140.)

A cashier who indorses paper discounted by his bank, though
simply to transmit it to an agent for collection, is a party to the
paper within the New York act of 1833 (Sess. Laws, 1833, p. 395
§ 8) relating to notarial certificates as evidence. (Bank of United
States v. Davis, 2 Hill 451.) Consequently, in an action on a bill
of exchange which, after several indorsements, was discounted by
a bank and then transmitted to the place where it was payable
for collection, having been previously indorsed by the cashier for
that purpose solely, it was held that a notarial certificate of pre-
sentment and non-payment, stating that on the next day after pre-
sentment notices of protest addressed to the drawer and indorsers
were enclosed in a wrapper and sent by mail to the cashier, was
evidence of protest to all parties, and of notice to the cashier. (/)

If a cashier indorse a note belonging to the bank, made by, and
payable to, himself, he passes the legal title until avoided by the
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bank. (Preston v. Cutler, 13 At. Rep. 874 Remick v. Butterfield,
31 N. H. 70; Railroad Co. v. Credit Mobilier, 135 Mass. 367.)

If a2 note is indorsed to the cashier, this is regarded as an
indorsement to the bank itself, and it may sue thereon in its own
name. (Lacey v. Cenmtral National Bank, 4 Neb. 177; Waterviiet
Bank v. White, 1 Denio, 608; Babcock v. Beman, 1 N. Y. 2c0;
Wright v. Boyd, 3 Barb. 523.) Indeed, notes transmitted trom bank
to bank by indorsements, by and to their respective cashiers, have
always been regarded as bank, and not individual, paper. (Stamford
Bank v. Ferris, 17 Conn., p. 271.)

An indorser of a note held by a bank transferred its stock as
security to “ E. Hill, cashier.” Assignments and transfers of stock
to the bank as security for debts were invariably made in this
manner. The title was declared to be vested in the bank and not
in Hill, Church, J., saying: “ We think that Hill, after receiving
this stock, in his capacity of cashier of the Stamford Bank, would
not be permitted to claim it as his own, against the bank. In
the case of Bickerton v. Burrell (5 Maule & Sel. 383) it is said
by Lord Ellenborough that “where a man assigns to himself the
character of agent to another whom he names, I am not aware
that the law will permit him to shift his situation, and to declare
himself the principal, and the other to be a mere creature of straw.
That, I believe, has never yet been attempted.” (Stamford Bank v.
Ferris, 17 Conn. 259, p. 270; citing as illustrations, Joknson v. Black-
man, 11 Conn. 342; Mechanics’ Bank v. Bank of Columbia, 5 Wheat.
326; Bayley v. Onondaga Insurance Co., 6 Hill 476, Commercial Bank
v. French, 21 Pick. 486.)

The authority of a cashier to indorse the bank's paper does not
enlarge the scope of his authority in dealing with other indorsers.
He cannot release them. (Bank v. Dunn, 6 Pet. 51; United Slates
v. City Bank, 21 How. 356, p. 364: Bank v. jJones, 8 Pet. 12) In
some cases he has attempted to do this orally, then another
principle has been applied to defeat his action, that the terms of
a written contract cannot be changed between the payee and
indorser by parol. (TAompson v. McKee, 37 N. W. Rep. 367; Davis
v. Randall, 115 Mass. 547.)

The authority of a cashier to transfer the bank's paper in pay-
ment of its debts has been considered on several occasions. Among
the early cases acknowledging his authority to do this was Everes?
v. United States (6 Port. 166). And it was also held that the
indorsement need not appear, the law presuming that the transfer
was proper. Indeed, the courts have never challenged his authority
to appropriate the bank’'s resources for this purpose. (Kimball v.
Cleveland, 4 Mich. 606. See remarks of Story, J., in Fleckner v.
United States Bank, 8 Wheat. 338) And he could do this by a
clerk acting under his direction as well as by himself. (Kzmball

A A
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v. Cleveland, 4 Mich. 606) But he cannot appropriate for this
purpose other property, a safe, for example, and execute a bill of
sale therefor. (Asker v. Sutton, 31 Kan. 286.)

[To 3= conTINUED.]

HISTORY OF THE MASSACHUSETTS SAVINGS
‘BANKS.

[coNTIiNURD.]
THe CRISIS OF 1873.

The panic of 1873, coming unannounced, as do all such crises,
found the banks poorly prepared to weather the impending storm.
The investments in real estate mortgages were not only large,
but it was soon found they had been based too generally on
excessive valuations of the property involved. Hence, when the
depression came, real estate values fell to a point alarmingly near,
and too often below, the amount of the mortgages. The attempt
to force the sale of such property resulted in a further decline.
Besides, the demands by depositors became continuous and unusually
large. Individual necessity compelled many to resort to their bank
accumulations to meet their expenses. Reduced incomes, incident
to hard times, was the aggravating cause of this necessity. The
savings banks were expected to respond promptly to such demands.
But the chief difficulty was not found in dealing with these small
depositors, whose withdrawals, though considerable in the aggre-
gate, were individually limited. The situation became trying, and
at length alarming, when large depositors, those who had used
the banks as a convenient means of investment, began to with-
draw their deposits from fear lest the banks might succumb to
the trying ordeal through which they were passing. Not only was
it found that large numbers had accounts reaching the full lawful
limit, but, in numerous instances, resort had been had to ingenious
devices, whereby a person, by opening several accounts, “in trust,”
for example, for as many imaginary individuals, had credit on the
books for several times the amount permitted by law. When the
crisis came such accounts were the first to be closed.

Taking into the account all these contingencies which seemed to
operate with peculiar force just at this juncture, and also con-
sidering the other fact, that the financial and commercial depres-
sion was of unusual duration, it is not, perhaps, so surprising, that
the period from 1873 to 1880 was one of unexampled severity in
the history of the Massachusetts savings banks. Whether regarded
from the point of view of the number of institutions involved, or
of the aggregate losses, the record is equally without a parallel.
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Stay LAW OF 1878.

The “stay law,” so called, of March 21st, 1878, was the imme-
diate outcome of this distressing situation. It was intended, not,
as has been very generally supposed, as a measure to shield the
banks, but as the best available method to protect the interests
of depositors. This view of the matter—and it is the true and
only reasonable one—was but little regarded at the time, and much
unjust and harsh criticism of the law and its authors was indulged
in by those whose immediate interests were the most protected
thereby.

The law simply provided that the Bank Commissioners should
be empowered to limit the time and the amount of the payments
to depositors whenever, in their judgment, the welfare of the
depositors so demanded. The right of appeal to the court was
reserved to the depositor in case of any dissatisfaction: the decision
of that tribunal was to be final. The May following, a law, sup-
plemental of the foregoing, was passed, giving debtors of a bank
the right to set off a deposit against a claim, where both were
vested in the same individual, provided said deposit was not made
over from another person subsequent to the commencement of a
suit. This amendment, however, being pronounced unconstitutional
by vitue of its implied favoritism toward certain debtors, the
Attorney-General advised the banks not to act under it, at least
for a time.

The first bank to take advantage of the stay law was the Brighton
Five Cents, which made application for the same on the very day
the law passed the Legislature. In this case, the Bank Commis-
sioners directed that, during the period from March 21st to Septem-
ber 21st, 1878, not more than 10 per cent. of the total amount due
should be paid to each depositor; 10 per cent. additional was to be
paid during the period from September 21st to March 21st, 1879,
No further sums were to be paid except by order of the com-
missioners.

Between the passage of the stay law in March, 1878, and Novem-
ber 1st, 1879, twenty-four banks availed themselves of its protec-
tion, all but six of which resumed at the expiration of the prescribed
limit of time, where the order had not been previously revoked.
Of these six, all but one were ultimately restored to full corporate
functions, the Ashburnham alone going into voluntary liquidation.

The real magnitude of the crisis can be justly estimated when
it is known that out of the 180 savings banks in operation in
October, 1875, no less than forty-six were forced either to suspend
Payment entirely, or to seek refuge under the “stay law.” Twenty-
four out of the above forty-six were stopped by injunction of the
Supreme Court, and twelve of these were obliged ultimately to
close their affairs, two only paying in full.
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Regarding the amount of liabilities involved in this disaster, we
quote from an article on the subject by Dudley P. Bailey. He
says: “The amount involved was one-fifth of the largest sum ever
held on deposit by the savings banks.” The liabilities of the banks
placed under injunction amounted, at the date of the proceedings
against them, excluding duplications, to $24,439,218. The liabilities
of the restricted banks, not including those enjoined, amounted, at the
date of restriction, as nearly as can be ascertained, to $27,873.414.
giving a total of $52,312,633, out of a maximum of deposits, in 1877,
of $244,596,614. When it is remembered that this large sum for a con-
siderable portion of two vears paid no dividends, and that in many
of the banks there will be a considerable loss of principal as well as
interest, the magnitude of the disaster to the material and moral
interests of the State can be in some measure appreciated.” The
same authority also states that, while the net losses of all the
savings banks of the State for the fifty years preceding 1866 were
only two-thirds of 1 per cent. of the average deposit for the period,
. the losses for the thirteen years, from 1867-79, were 2.2 per cent.
of the average deposit for the latter period. “ While the average
deposit increased only about fifteen times, the losses increased
thirty-eight and one-half times.” Placing the average liabilities
of the banks for two years at $20,000,000, and estimating the
losses at not less than two years’ dividends at 4 per cent., the
total loss from this source would reach $1,600,000. From whatever
point, then, we view the situation, the calamity appears sufficiently
appalling. Annexed will be found a table showing the details of
the operation of the stay law on the twenty-four banks to which
alone the law has ever been applied.

BoARD OF COMMISSIONERS.

With the increase of the number of savings banks, and the
consequent demand for their thorough and frequent supervision, the
duties of the commissioner, appointed in 1866, were fast getting
beyond control. Accordingly, to supplement his labors, an addi-
tional commissioner was appointed in 1876, the two to be known
as the Board of Commissioners of Savings Banks. The original
members of this board were J. Gatchell and C. Curry. They made
their first report to the Legislature, January 3rd, 1877, it being
the eleventh in the series since the appointment of the first com-
missioner.

The duties of the Receiver, during and for some time subse-
quent to the year 1878, when so many banks were forced into
liquidation, were important and responsible. It was desirable that
their doings should be properly inspected and audited. Accord-
ingly, in May, 1878, an act was passed placing the matter in the
hands of the commissioners. It was provided that said commis-
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to examine, once each year, the accounts and the doings of the

receivers when so required by the court.
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d to embody the results of such examination in their

annual report. The commissioners were to have free access to all
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books, and were required to report all violations of duty to the
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Supreme Judicial Court. They were also empowered to examine
officers of banks, if desired, in the prosecution of these duties.

The commissioners having brought to the attention of the Legis-
lature the fact that they had found methods of bookkeeping
employed in certain savings banks radically defective, by an act
passed in April, 1879, the authority to prescribe such methods as
were considered satisfactory was given the board. This authority
covered, also, the matter of auditing.

In March, 1880, it was made the duty of the commissioners to
hold in their custody a copy of the bonds given by the treasurers
of savings banks, and to request new bonds whenever they seemed
to be demanded. .

By an act of March 16, 1882, all books and papers of insolvent
banks are to be deposited with the Commissioners of Savings
Banks, by the receivers of such institutions, within one year after
the final settlement of their affairs.

In February, 1888, the law of 1876, requiring the commissioners
to visit and examine the savings banks once each year, and oftener
if necessary, was amended, so as to provide that in cases where
an institution is connected with a national bank, arrangements
shall be made whereby said commissioner shall make his visits in
connection with the national bank examiner. .

TAXATION.

From first to last, the matter of the taxation of savings banks
has attracted not a little attention from legislators and others. As
we have already seen, the proper course to be pursued in this
particular, in connection with the deposits, was for a long time an
unsettled problem, resulting, finally, in a direct tax. It is probably
true that the savings banks of Massachusetts have gained immeas-
urably, in comparison with those of other States, by favorable
legislation in this matter of taxation.

In March, 1879, the law of 1876 was amended, exempting from
taxation such real estate as was held by the banks under fore-
closure, by virtue of the provisions of the law of 1868, and for
the period there specified. This provision afforded great relief at
a time when the banks were forced to carry an unprecedented
amount of such assets.

An act of May, 1881, provided for the exemption from the State
tax such deposits as were invested in real estate mortgages, or in
real estate used for banking purposes. This was a modification of
the acts of 1862 and 1868, and was one of the early steps in the
direction of the removal of taxes twice imposed.

By the law of 1868 the tax on deposits was reduced from three-
fourths to one-half of one per cent. In May, 1881, it was again
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restored to three-fourths per cent., to take effect after January ist,
1882,

The law of 1876 provided that real estate, held under foreclosure,
could remain a legal asset for five years from the date of fore-
closure, at the expiration of which time the property must be
sold. To such an extent had the savings banks been forced to
assume such property, during the period of depression from 1873
to 1880, that compliance with the law at this juncture threatened
serious losses to these institutions. The conditions of the market
did not warrant the indiscriminate forcing of real estate sales:
Accordingly, the original law was set aside by the Legislature from
time to time, for certain specified periods, to meet this situation.
It was extended thus in 1882, 1883, 1884, and 1886, by several
special acts of the general court. In 1886, the limit was established
at July 1st, 1888, with the provision that further time be allowed,
at the request of the trustees of any institution, by the Bank
Commissioners.

RECEIVERS.

In March, 1881, the general court passed an act providing for
the final disposition of such funds as remained in the hands of
receivers, after the affairs of an institution for savings had been
formally and legally closed. It was as follows: “Receivers of
insolvent savings banks and institutions for savings having unclaimed
moneys or dividends belonging to the estate of any such corpora-
tion remaining in their hands for one year after the final settle-
ment ordered by the court, shall deposit the amount so remaining
uncalled for with the treasurer of the Commonwealth, with a
schedule of the names and residences, so far as known, of the
parties entitled thereto, and said treasurer shall receive and hold
the same in trust for such parties and their representatives; and
said treasurer shall pay over the same to the parties entitled
thereto, upon proper demand made therefor, upon being furnished
with evidence satisfactory to him of the identity of the claimant
and the justice of the claim.”

In June, 1883, an additional provision was enacted, requiring
receivers to make annual returns to the court of the names,
amounts due, and the residences, when known, of such persons as
have not claimed the amount due them from any insolvent insti-
tution. The court has to require notices served on such persons,
in due form. After one year from the date of such notice, the
receivers are required to report again, after which all remaining
moneys are to be turned over to the treasurer of the Common-
wealth as before provided. All books and papers are to be
deposited in like manner.

WILLIAM WOODWARD.

{ TO BE CONCLUDED IN THE NEXT NUMBER.]
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TRUST SPECULATION.

The newspapers are now devoting much attention to speculation
in trusts. The number of certificates sold within sixty days in
these unique, semi-existing concerns is a striking illustration of
the wonderful faith of mankind in each other. For example,
sugar certificates are among the favorites, yet when a person buys
one of them, what is he really buying? Read the f{ollowing.

This is to certify that — is entitled to —— shares of The Sugar Refin-
eries Company. This certificate is issued under and subject to the
provisions of a deed dated the 16th of August, 1887. The shares
represented by this certificate are transferable by the holder and his
personal representatives in person or by attorney upon the books of the
board and not otherwise, and only upon surrender of this certificate.
They entitle the holder to the rights and are subject to the provisions
mentioned in the deed. The interest of the holder is in the proportion
of the number of shares represented by this certificate to the entire
number of shares outstanding. The total amount represented by out-
standing certificates and the terms of the deed may be changed from
time to time by a majority in interest as therein provided. In witness
whereof, etc.

It is very difficult to tell from the above certificate what the
purchaser really buys, or whether he buys anything; notwithstand-
ing these certificates have been flying around in a wonderful
manner. The quantity of lead trust certificates on the market is
still larger. The Engineering and Mining Journal, a highly trust-
worthy source of information. throws much light on the value
of the properties that have been converted into a trust.

In order that the trust methods and the value of . “trust securities”
may be properly appreciated, we will give what investors will find to be
very valuable information; namely, the approximate, though liberally
estimated, cash valuation of the works which have been included in
the lead trust.

Approximate
cash

Valuation.
Atlantic White Lead Company, New York......ccovvvinnne.. $2,500,000
Collier White Lead Company, St. Louis..... [ . 2,500,000
Southern “ o e feeieececnsscennann 2, 500,000
Eckstein ‘“ « Cincinnati.............. PP 1,250,000
John T. Lewis & Bro., Philadelphia.................... vee.. 1,250,000
St. Louis S. & R. Company, St. Louis...... ........ccc..... 700,000
Union White Lead Manufacturing Company, New York...... 200 000
Ulster White Lead Company, e 300,000
Jewett White Lead Company, “ 500,000

Brooklyn White Lead Company, New York } L2
Bradley “ " Brooklyn { *** P 1,250,000
$12.950,000

Harrison Bros. & Co., Philadelphia ; Billings’ Rio Grande Works (smelters), Socorro,
N. M., Maryland W. L. Co., Baltimore, and possibly a few other small concerns,
figures not obtained.

These comprise, we believe, all the works of any importance in the
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combination, and adding $2,050,000 for all the works in the trust whose
values are not given above, it would make the liberally estimated cash
valuation of the trust works as $15.000,000. The above figures given in
detail are based on such authority that we believe their accuracy will
not be questioned.

It may not be generally understood bK the investing public that
though the white lead industry in the past has not been very profitable,
—the productive capacity of the works considerably exceeding the
consumptive demand, and prices having been correspondingly depress-
ed—yet in entering the lead trust the nominal valuation placed upon
each works was four times its cash value, or assuming this to have
amounted to $15,000,000, the certificates issued would not have exceed-
ed $60,000,000.

It should, however, be stated that sixty per cent. of the business is to
be derived from sheet and other manufactures of lead.

It would be interesting to know what the remaining $23,000,000 of
certificates represent. Are they promoters’ profits?  As the certificates
issued for the works are three-fourths “water,” what might be a fair
value for the 830,188 certificates on the market ? The cash value of the
works would certainly not make it more than $18 a share, while last
week the quotation on the exchange varied between the limits of $32%
and 829%, and this week are stiil from #25 to $23.

The National Lead Trust is one of those intangible concerns that,
not being incorporated under any law, leaves the certificate holder not
only without legal protection, but makes him an unlimited partner, so
that, should misfortune befall the trust, any certificate holder could be
held liable to an unlimited extent for damages or judgments obtained
against it. This is certainly not a cheerful outlook for investors in a
concern that may any day be brought up short by legislation against
combinations like that recently passed in Michigan.

During last month those who were controlling these trusts were
asked by the New York Stock Board for the number of certifi-
cates issued, and to this request they promptly.responded.

It was reported at the time that they did so reluctantly; but
in the light of later events it is quite probable that, after all,
this request was only a part of their game to make even more
money from their operations. For, if they had sold most of
their certificates and then went short of the market, as is now
believed by many, the quick and easy method of obtaining a
new supply at lower figures was, of course, to make the cold
and unwelcome revelation above given. At all events, their gains
must have been enormous by their first sales. It is said that
this lead trust has been engineered by the Standard Oil Company,
the father and Solon of trusts, and if so, this last venture shows
that it has grown more and more daring with age as well as richer,
To sell $15,000,000 of property in a few months for $80,000,000,
and then to make another large profit therefrom by partly
destroying it is a feat not often done.

But the question may be asked, who engages in such kind of
business? Has a single certificate been bought for permanent
investment > We hope not, for certainly we cannot imagine any-
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thing very permanent in property that is managed in this fashion.
The probability is that every man bought with only one thought
in mind, namely, that he could sell at a very considerable
advance and pocket the difference for use on a summer
excursion. This has been the leading motive in the entire move-
ment. But little question or thought was taken of the worth of
the property, and the nature of the certificates, or of the kind
issued; but simply what would they bring? If, therefore, they
will not bring as much as was paid for them, but in the
aggregate many millions less, those who bought will be wiser
than they were before, and if poorer, no one should regret their
misfortune in the least, when remembering the cause of it.
Such operations should arouse the sympathy of no one, as
they are harmful to individuals and the public alike in the
highest degree.

LEGALITY OF CERTIFYING WITHOUT A DEPOSIT.
COURT OF APPEALS OF NEW YORK.
Thompson v. St. Nicholas National Bank.

1. Where the holder of bonds payable to bearer transfers them to stockbrokers,
to hold as margins on his individual stock transactions, and the brokers pledge
them to a bank in the regular course of business, as security for current indebted-
ness, the bank acquires a valid title to them, and the owner cannot recover them,
except by paying the amount for which they are pledged.

2. Certain bonds were deposited by brokers with a bank, on the credit of which
the bank, on the same day, certified and paid the brokers’ check for a large amount.
The brokers made cash deposits with the bank on the same day. On the morning
of that day the brokers were indebted to the bank on a running account, which also
the bonds were pledged to secure, but the securities were at all times insufficient to
cover the entire indebtedness. /Ae/d that, in the absence of any express application
of the cash deposits by the parties, the law applies them to the earliest items of the
account, in preference to the indebtedness incurred by payment of the certified
checks.

3. The promise of a natioral bank to honor a depositor’s checks has no contractual
connection with the simultaneous act of the bank in certifying such checks for the
benefit of anticipated holders ; hence the validity of the debt created by paying the
checks is not affected by Rev. St. U. S. §5,208, declaring it unlawful for national
banks to certify any check unless the drawer have the amount thereof on deposit.

RUGER, C. J.—The uncontroverted proof on the trial established the
following facts, viz.: That on the 18th day of April, 1874, Capron &
Merriam, stock brokers in New York, deposited with the defendant, a
national bank, 93 coupon railroad bonds, payable to bearer, of the par
value of $1,000 each, as security for any indebtedness which they then
were or might become liable for to such bank, with authority to sell
such securities, cither at public or private sale, without advertisement or
notice, and apply the proceeds in payment of such indebtedness. Upon
the same day, and upon the faith of such deposit, the defendant promised
to pay Capron & Merriam's checks in favor of third parties, to the
amount of upwards of $236,000, and simultaneously certified checks to
that amount, which were presented by and paid to the holders thereof
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during the same day. On Monday, the 2oth of April, 1874, Capron &
Merriam failed, owing to the defendant a balance of account of about
$72,000, arising out of the transactions of the 18th day of April, 1874.
This sum was made up by charging Capron & Merriam with the amount
of the checks certified and paid on the 18th of April, certain other
checks, paid through the Clearing House on the morning of that day,
and a balance of account remaining unpaid upon the transactions of the
preceding day, and deducting therefrom the amount of their deposits,
being about $211,000, made on April 18th. On the 5th day of May,
1874, the plaintiffs’ testator served a written notice upon the defendant
to the effect that the bonds in question were his property, and forbidding
them from parting with the same, except by his order, and demanding
an account showing what lien the defendant claimed to have on the
bonds.

Upon the trial the plaintiffs proved that their testator, previous to
April 18, 1874, owned such bonds, and on that day, and the day previ-
ous, transferred them to Capron & Merriam, to be held as margins on
his individual stock transactions. No payment upon the indebtedness
of Capron & Merriam to the defendant was ever made, except some
small sums received by way of interest,and the receipts from sales of the
bonds in question and others held as security for it. Such receipts
never amounted to the sum of the indebtedness. No offer to pay such
indebtedness was ever made by the plaintiffs’ testator, or request to
redeem the bonds in suit, or admission of any right in the bonds by the
defendant. The defendant never, in terms, refused to render an account
of its transactions with Capron & Merriam to the plaintiffs’ testator, but
it did omit to send a written statement thereof in response to his notice
requiring the same. The defendant subsequently sold all of the securities
held by it, either at public or private sale, using its best efforts to obtain
as large a price as possible for them, and realized less than the amount
of the debt due to it from Capron & Merriam. The plaintiffs’ testator in
October, 1879, claiming to be the owner of the bonds, demanded of the
defendant their unconditional delivery to him; and in April, 1880,
brought this action to recover their possession. Each party, on the
close of the evidence, requested the direction by the court of a verdict,
and the court granted the request of the defendant, and ordered a
verdict for 1t. To this direction the plaintiffs excepted.

The plaintiffs also asked to go to the jury, in case the court should
refuse to direct a verdict for them upon certain grounds stated, upon
the fact whether the defendant was not liable for the full value of 48
certain bonds “ which they sold without notice to plaintiffs’ intestate,
and he is entitled to have applied on the bank’s account the highest
market price which they would realize in extinguishment of the bank’s
claim, leaving the rest of the securities free and clear.” This was
refused, and the plaintiffs excepted. The court ordered the exceptions
to be heard in the first instance at the general term.

There were some exceptioas to the admission or rejection of evidence
by the court taken by the plaintiffs during the trial, but none are referred
to in the appellants’ brief on the argument before us, and they were all
unimportant. Neither has the exception to the refusal of the court to
permit the plaintiffs to go to the jury on the alleged question of fact
been argued or presented on the appeal. The refusal of the court was
so obviously proper, that it is unnecessary to sg‘end time in discussing it.

It thus appears that the only exception in the case is to the direction
of the court requiring the jury to find for the detendant. This exce
tion presents the question whether, upon all of the facts of the case, the
plaintiffs had established a right to demand the surrender of such bonds,

.
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or any part thereof, by the defendant to them. We think there was no
error in the disposition made of the case by the trial court. The com-
plaint alleges the ownership of the bonds by the plaintiff; that on or
about the 18th day of April, 1874, the defendant became wrongfully and
illegally possessed of the same; that upon demand it had refused to
deliver them up to plaintiff ; and a demand of judgment for the return
of the bonds, and, in case that could not be had, a judgment for their
value. The answer denied all of the allegations of the complaint except
its own incorporation, and a demand of the bonds by the plaintiff, and
for a second defense alleged the transfer of said bonds to it by Capron
& Merriam as security for certain loans and demands made to and for
said Capron & Merriam, the non-payment of the debt for which they
were pledged, and a sale of such securities pursuant to the agreement
under which they were pledged.

The issue in the case was thus a plain one. The plaintiff claimed to
be the absolute owner of the bonds, unaffected by any right which the
defendant might assert in respect to them; and to maintain the action
he was bound to show that no title passed to the defendant by their
transfer, or that at some time prior to the commencement of the action
he had become entitled to the gossession of such bonds, or some part
thereof. (Duncan v. Brennan, 83 N. Y. 487; Clements v. YVturria, 81 N.
Y. 285; Redman v. Hendricks, 1 Sandf. 32; Ingrakam v. Hammond, 1
Hill 353; Pattison v. Adams, 7 Hill 126.)

Assuming the validity of the transaction by which the defendant
became possessed of the bonds, this could be effected only by proof that
the debt for which they were pledged had been wholly paid or the
tender of a sufficient sum to discharge such debt. (Lew:ss v. Mott, 36
N. Y. 395; Bakeman v. Pooler, 15 Wend. 637; Talty v. Trust Co., 93 U.
S. 321.)

This, confessedly, the plaintiff did not show. Various alleged equita-
ble claims have been presented by the appellants as affecting the deter-
mination of this appeal; but, admitting their existence, the form of the
action does not permit their consideration here. The action was
replevin #n cepit, and predicated upon the alleged wrongful takingrby
the defendant of the bonds in question from Capron & Merriam. The
application of the deposits of the 18th day of April to the extinguish-
ment of the unpaid balance of account existing against Capron &
Merriam on the morning of that day, instead of the indebtedness created
by the payment of the certified checks, was properly made, and could
not be questioned by the plaintiff. The demand upon which they were
applied was a running account, composed of a number of items accru-
ing at different times, all equally secured by the collaterals held by the
defendant, but which were always insufficient to discharge the whole
debt. Under such circumstances, in the absence of any express appli-
cation of payments by the parties, the law applies them to the earliest
items of the account. (Zruscott v. King, 6 N. Y. 147 ; Harding v. 1:fft,
75 N. Y. 461; Webb v. Dickinson, 11 Wend. 62; U. S.v. Kirkpatrick, 9
Wheat. 720; Munger, Paym. 102.)

The main contention of the appellants is that the transaction by which
the defendant certified checks for Capron & Merriam, without having an
e?uivalent amount of money on deposit to meet them, was a violation
of section 5,208 of the United States Revised Statutes, and that no valid
debt against Capron & Merriam was created thereby ; or, in other words,
that the defendant did not become a éona fide holder of such bonds by
reason of payments made in pursuance of such alleged illegal and pro-
hibited arrangement. The statute is as follows: ‘It shall be unlawful
for any officer, clerk, or agent of any national banking association to
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certify any check drawn upon the association unless the person or com-
pany drawing the check has on deposit with the association, at the time
such check is certified, an amount of money equal to the amount speci-
fied in such check. Any check so certified by duly authorized ofhicers
shall be a good and valid obligation against the association, but the act
of any officer, clerk, or agent of any association in violation of this sec-
tion shall subject such bank to the ﬁabilities and proceedings on the part
of the comptroller, as provided for in section fifty-two hundred and
thirty-four.”

[y,ywill be seen that the statute affirms the legality of the contract of
certification, and exlpressly rescribes the consequences which shall fol-
low its violation. It therefore appears that, so far from making the
contract of certification void and 1llegal, its validity is expressly affirmed,
and the consequences which follow a violation are specially defined, and
impliedly limit the penalty incurred to a forfeiture of the bank’s charter
and the winding up of its affairs. There is a clear implication from this
provision that no other consequences are intended to follow a violation
of the statute. It would, indeed, defeat the very policy of an act
intended to promote the securitﬁ and strength of the national banking
system if its provision should be so construed as to inflict a loss upon
them, and a consequent impairment of their financial responsibility.

The decisions of the Supreme Court of the United States are uniform
in giving this construction to the provisions of the national banking
act. ( Bank v. Stewart, 107 U. S. 676, 2 Sup. Ct. Rep. 778; Bank v.
Matthews, 8 U. S. 621; Bank v. Whitney, 103 U. S. 99.) The principle
decided in Bank v. Stewart seems to be in point. There the bank made
a loan upon the security of shares of its own stock, which loan was pro-
hibited by section 5,201 of the United States Statutes. After the debt
became due the bank sold the shares and applied their proceeds to the
payment of the debt. The administrators of the debtor sued to recover
the proceeds of the sale, and it was held that they could not recover,
as the contract had been executed.

In Bank v. Matthews the court held that a mortgage on real estate
taken to secure an existing indebtedness, and for future advances, was a
valid security in the hands of the bank, although by sections 5,136 and
5.137 of the Revised Statutes of the United States it was impliedly pro-
hibited from taking such securities. It was held that the Government
alone was entitled to prosecute for the offense committed by the bank
in taking a prohibited security, Justice Swavne saying: *“The impend-
ing danger of a judgment of ouster and dissolution was, we think, the
check, and none other, contemplated by Congress.” The same principle
was held by this court in Bank v. Savery, 82 N. Y. 291,

But we are further of the opinion that the section has no application
to the question here, which concerns the relations between Capron &
Merriam and the defendant alone. By the deposit in question Capron
& Merriam secured the promise of the bank to protect their checks of a
certain day for a specified amount. The certification of these checks
was entirely aside from this aﬁreement. That was a contract between
the bank and the anticipated holders of the checks. Capron & Merriam
had received the consideration for their pledge when the bank agreed
with them to honor their checks. This would have been equally eflect-
ual between these parties without any certification. That act was simply
a promise to such persons as might receive the checks, that they should
be paid on presentation to the bank, in accordance with a previous
agreement with Capron & Merriam. The legal effect of the agreement
was that the bank should loan a certain amount to Capron & Merriam,
and would pay it out on their checks to the persons holding them. It
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was entirely lawful for the bank to contract to pay Capron & Merriam'’s
checks, and it did not affect the legality of that transaction that they
also represented to third parties that they had made such an agreement
and would pay such checks. Capron & Merriam cannot dispute their
liability for the amount paid out in pursuance of such an agreement, and
neither can any other party standing in the shoes of the bank depositor.
The fact that the bank, in connection with an agreement to pay such
checks, had also promised third parties to pay them, could not invali-
date the liability previously incurred, or impair the security which had
previously been given to it upon a valid consideration. The fact of the
certification was entirely immaterial in respect to the liability incurred
by Capron & Merriam to the bank.

We have been unable to discover any evidence in the case impairing
the title to the bonds acquired by the bank through their transfer by
Capron & Merriam to it. The purpose for which they were transferred
by Thompson contemplated their possible and probable transfer and
sale by Capron & Merriam, and the bank acquired a valid title to them
by such transfer. The evidence showed that the transaction between
Capron & Merriam and the bank was in the ordinary course of business
pursued by the bank, and_that it received the bonds in good faith for a
valuable consideration. Within all the authorities, this gave it good
title to such securities. (Welch v. Sage, 47 N. Y. 143: Murrayv. Lard-
ner, 2 Wall. 110; Machine Co.v. Best, 105 N. Y. 59, 11 N. E. Rep. 146.)

The bank, having acquired a valid title to the bonds, was authorized
to deal with them for the purpose of effecting the object for which the
were transferred by Capron & Merriam. (7Zalty v. Trust Co., 93 U. g
321.) Its right to hold the bonds continued so long as any part of the
debt against Capron & Merriam remained unpaid. The plaintiffs’ intes-
tate could undoubtedly at any time have established his equitable right
to a return of the bonds, and procured their surrender, by paying the
amount for which they were pledged; but this he not only refrained
from doing, but impliedly denied any right in the defendant, by demand-
ing the unconditional surrender of the bonds. This he never became
entitled to, and, of course, is not authorized to recover their possession
in this action.

The judgment should be affirmed, with costs.

All concur.

RIGHT TO WITHDRAW DEPOSIT MADE TO PAY
CREDITOR.
SUPREME COURT OF KANSAS.
Brockmeyer v. Washington Nat. Bank.

Where a bank delivers to another bavk money and securities to pay a creditor,
and the account is kept in the name of the depositing bank or its owner absolutely,
and not as trustee for the creditor, the bank making the deposit may withdraw it
at any time before the creditor has notice of the transaction.

PER CURIAM.—The opinion heretofore filed in this case is seriously
disputed. (40 Kan.——, 19 Pac. Rep. 855.) It is again claimed that
although Brockmeyer had no knowledge or notice of the deposit of
moneys, drafts, etc., in the Washington National Bank to pay the lia-
bilities of the German Savings Bank, that Knowles, who was in fact the
German Savings Bank, had no authority to withdraw the deposit, or
revoke the order given to the Washington National Bank to pay the
claims of the German Savings Bank. Notwithstanding the cases cited
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and referred to, we think the views expressed in our former opinion do
not require modification or change. In the former opinion a portion of
section 1,045, 2 Story, Eq. Jur.,, was quoted, and section 1,046 reads as
follows: “It is true that in every case where a consignment or remit-
tance is made, with orders to pay over the proceeds to a third person,
the appropriation is not zbsolute; for it amounts to no more than a
mandate from a principal to his agent, which can give no right or
interest to a third person in the subject of the mandate. It may be
revoked at any time before it is executed, or at least before any engage-
ment is entered into by the mandatary with the third person to execute
it for his benefit, and it will be revoked by any prior disposition of the
progcrty inconsistent with such execution; but if no revocation is
made, and the mandate continues in full force, the trust of such contin-
ues for the benefit of such third person, who, after his assent thereto
notified to the mandatary, may avail himself of it in equity without any
reference to the assent or dissent of the mandatary upon such notice,
for his receipt of the property binds him to follow the orders of his
principal.” We find in volume 3 of Pomeroy’s Equity Jurisprudence
the rule to be declared as follows: * Although, whenever a debtor, in
the manner above described, makes to his creditor an equitable assign-
ment of a specific fund or debt in the hands of or owing by a third per-
son, the assent of such third person is not requisite to the effect of the
transfeT in equity ; yet the assignment, appropriation, direction, or order
is not absolute, but may be revoked by the debtor-assignor at any time
before the creditor-assignee has been notified of it, and has expressly
or impliedly assented thereto. In such a case, notice to and assent by
the creditor-assignee are essential to an absolute assignment.” (Section
1,281.) “ In all cases, even when the assignee was not a creditor of the
assignor, the order must be delivered to the intended payee, or he must
be notified of it by the drawer’s procurement, in order that it may oper-
ate as an equitable assignment, A mere letter, communication, or other
mandate to the agent, depositary, or debtor, directing him to pay the
fund to a designated person, will not of itself operate as an assignment ;
but it may be withdrawn or revoked at any time before the arrangement
is completed, by information given to the intended payee by or on
behalf of the drawer. What shall amount to the present appropriation
which constitutes an equitable assignment is a question of intention to
be gathered from all the language, construed in the light of the sur-
rounding circumstances. For example, while it is not essential to the
existence of an equitable assignment of a fund that the debtor, agent, or
depositary should be expressly directed to pay over the money to the
assignee, the absence of such a direction may tend to show an intention
not to transfer a present interest in the fund, but that the arrangement
is wholly executory and prospective.” (Section 1,282.)

In support of the rehearing, several cases are cited that an irrevocable
trust may be created for the benefit of a third person, without his knowl-
edge at the time, but most of the cases are conveyances of real estate,
in which the consent of the grantee or beneficiary is presumed until he
expresses his dissent or refusal. (See Skipwith v. Cunningham, 8 Leigh,
29v; Field v, Arrowsmitk, 3 Humph. 442 ; and Skepherd v. McEuvers, 4
Johns. Ch. 136.) In all of these cases the deed passed the legal title of
the estate to the trustee, and it was decided that the law presumes
tvery estate given by will or otherwise is beneficial to the party to
whom it is given until he releases it ; that therefore the assent of the
Ere'antee is implied in all conveyances—First, because of the supposed

nefits ; secondly, because it is incongruous and absurd that when a
Conveyance is completely executed on the grantor’s part the estate
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should continue in him; and, t4érdly, to prevent the uncertainty of the
freehold. In the other cases referred to the debtor-assignor had parted
with all control of the specific fund, money, or property assigned or
transferred. If we should approve all of these decisions, it would not
necessarily follow that Brockmeyer was entitled, after the revocation of
the order to the Washington National Bank, to recover of that bank
any part of the deposit which had been withdrawn, The petition shows
that Knowles kept two accounts with the Washington National Bank:
“ One in the name of E. C. Knowles, and one in the name of the Ger-
man Savings Bank ; that amounts of $2,450.15 and $4,073.35 were placed
to the credit of the account kept in the name of the German Savings
'Bank ; that on the 17th day of June, 1884, the account of the German
Savings Bank with the Washington-National Bank showed a balance in
favor of the German Savings Bank of $6,126.82, which was $1,951.93
more than was necessary to pay the claims against that bank; and that
on the 17th day of June, 1884, the Washington National Bank trans-
ferred the balance due the German Savings Bank to the account kept in
the name of E. C. Knowles.” It is conceded that E. C. Knowles was the
owner of the German Savings Bank, and therefore as the money, drafts,
notes, etc., of the German Savings' Bank were deposited in the Wash-
ington National Bank in the name of the German Savings Bank,
Knowles never placed himself in such a position that he could not
revoke his order to the national bank to pay the claims of the German
Savings Bank, if the revocation was made before Brockmeyer was
notified of the deposit; hence, we think this case is very different from
the cases referred to in the decisions concerning real estate, where the
legal title became vested in a trustee, and from that moment the title
was beyond the power of the grantor. If the deposit or transfer by the
German Savings Bank to the Washington National Bank had been
intended to be absolute, the account would have been kept, in the name
of the Washington National Bank, as trustee for the creditors of the
German Savings Bank, or the deposit would have been placed in the
name of the creditors. We think, as we stated in the former opinion,
that the German Savings Bank, or its owner, Knowles, had the authority
to revoke his arrangement with the national bank about paying the
creditors of the German Savings Bank at any time before they had
knowledge or notice thereof. The motion for rehearing will be over-
ruled. :

SET-OFF OF DEPOSIT AGAINST DEPOSITOR'S NOTE.
COURT OF CHANCERY OF NEW JERSEY.
Camden National Bank v. Green.

The bank discounted a note of $1,500 for A. G., the husband of G., the defend-
ant. A (. gave checks on this fund until it was reduced to $846.06, when he
died, leaving a will in which he made the defendant his sole legatee and executrix.
She procured this $846.06 and other moneys to be transferred to her individual credit
in the same bank. When the $1,500 note fell due there was to the credit of the
defendant more than the amount of it; nor had the amount of her credit been
reduced below the $846.06 at any time. The bank charged the note to her account.
The defendant brought an action at law, and recovered judgment for the entire sum
due on the account prior to said charge. ‘This bill is filed to restrain the collection
of the judgment,except so much as is in excess of the $846.06. It appearing that the
estate of A. G. has been declared to be insolvent, it is 4¢/d that the bank is entitled
to the relief prayed for.

Birp, V. C.—Albert Green, in his lifetime, procured this bank to
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discount a note for him in the sum of $1,500. Before it came due Green
died, leaving $846.06 of the proceeds of said note to his credit on the
books of the bank. He left also a last will, by which he gave all his estate
to his wife, the defendant, and made her his sole executrix and legatee.
She proved the will, and qualified as executrix, and then sent her agent
to the bank. with a check covering the $846.06, and had that sum passed
to her own individual credit. She had also drawn several checks on
other banks for the balance of deposits to the credit of her husband at
the time of his death, which the said agent had placed to the credit of
Mrs. Green in the bank of complainant. The whole amount of the said
deposit exceeded the sum of §1,500. Before the said note became due
several checks had been drawn against the said deposit by Mrs. Green,
and several additional sums had been deposited in favor thereof. But,
notwithstanding the drafts made on said fund, at no time was it reduced
below the sum of $846.06, the balance of the proceeds of the note so
discounted at the time of the testator's death ; and when the said note
fell due it was charged up to the account of Mrs. Green, there being at
that time $1,500 to her credit. Nevertheless Mrs. Green drew her check
for the whole amount which was due to her prior to the charge of the
note so discounted, and, payment being refused, she brought her action
at law, and recovered a judgment for the whole amount of the credit.
The bank offered to show that it was entitled to retain the balance of
the proceeds of this note by virtue of an agreement between the bank
and said agent, but, failing in that, it was without relief in a court of law.
Hence the complainant seeks the aid of a court of equity in the hope of
sustaining a defense to such claim to the extent of the $846.06. E‘eour
points have been pressed upon my attention by the complainant. (1)
That the $846.06 which was transferred at the request of Mrs. Green
from the account of her deceased husband were the proceeds of the
note which had been discounted for his benefit ; (2) that the account of
Mrs. Green was never reduced below the amount of $846.06; (3) that
the bank has not filed any claim with the executrix within the time
required by law ; (4) that the executrix has taken proceedings to declare
the estate of the said decedent insolvent.

1. It was thought not to be of slight importance in this effort to sus-
tain equitable set-off, which cannot be recognized at law, to show that
the controversies between the parties grew out of the same pecuniary
transaction, or pertain to the same matter or thing, so that the natural
equity spoken of in the books enables the court to protect the one party
against injustice from the other. Story, in his Commentaries on Equity
Jurisprudence, § 1434, says: * But if there is a connection between the
demands, equity acts upon it and allows a set-off under particular cir-
cumstances.” (See, also, /d.§ 1437; Jordan v. Bank, 74 N. Y. 473;
Bathgate v. Haskin, 59 N. Y. 537, 538 ; Lindsay v. Jackson, 2 Paige, 581.)
Nor can there be the shightest doubt but that had this $846.06 remained
in the bank to the credit of the deceased testator when the note fell due,
the bank would have had the right to apply it to the payment of the
note pro tanto. (Jordan v. Bank, 74 N. Y. 473; 1 Morse, Banks, §§ 328-
330; 1 jona, Liens, §§ 241, 242 ef seq.)

2. It 1s of consequence in such cases to be able to trace and identify the
same fund, subject-matter, or thing which represents the transaction, or
concerning which the parties contracted. It is this which givesrisetothe
lien or equitable claim which is recognized as distinguishable from set-
offs allowed at law. And this idea is expressed with not a little force
and clearness by Lord Mansfield in Dale v. Sollet, 4 Burrows, 2133,
Though the action was at law, the language of his lordship can never
be quoted amiss in the discussion of any such issue. The question was
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whether a broker was entitled to £40 out of £2,000 for his services in
the sale of lands for which he received £ 2,000, without pleading it by
way of set-off. The court said: “ This is an action for money had and
received to the plaintiff’s use. The plaintiff can recover no more than
he is in conscience and equity entitled to, which can be no more than
what remains after deducting all just allowances which the defendant has
a right to retain out of the very sum demanded. This is not in the nature
of a cross-demand or mutual debt ; it is a charge which makes the sum
of money received for the plaintiff’s use so much less.” It is said that
in the case in hand the bank never parted with the $846.06 parcel of the
proceeds of the discounted $1,500 note up to the time that that became
due. It is true that the $846.06 was transferred to the account of
Mrs. Green ; but it is insisted that that can make no difference in the
application of legal principles, since she is simply the representative, and
stands in the place, of the deceased testator. I'am quite clear that the
fact of her having the deposit made in her individual name is in no wise
a prevention of the application of equitable principles, and this is
especially so since she is the sole legatee; and, if she alone were interested,
and not creditors, I think there would be no difficulty in pronouncing a
decree for complainant.

3. The only importance to be attached to the fact that the bank has
not filed its demand or claim with the executrix is that, since the estate
is insolvent, it will lose its entire demand, unless there is such equity in
this behalf as is claimed. And, yet if this equity does exist, then the
claim of the bank is superior to this extent to that of any other creditor.
The neglect of the creditor in such case does not move the court, but
the equitable right, if one is ascertained. And this may be affirmed of
every such case, as we shall now see.

4. In such questions, insolvency has always been regarded as of great
consequence. In this case the executrix filed her petition declaring the
estate of the testator insolvent, and asking the aid of the court in the
premises. It will be found that, so faras the courts of this country have
had this question under consideration, the insolvency of one dealer
greatly advances thie interests of the other when the latter still has the
means in hand with which to discharge the claim made against him
either by the insolvent or by his representative, in whole or in part."
(Recesvers v. Gas-Light Co., 23 N. J. Law, 283-299; Bathgate v. Haskin,
supra ; Jordon v. Bank, supra; Lindslay v. Jackson, supra; Gay v. Gay,
10 Paige, 376 ; Simson v. Hart, 14 Johns. 63; Ford v. 1hornton, 3 Leigh,
608.) In this last case that which I find frequently affirmed is stated—
that is, that equitable set-offs or discounts existed prior to the statute—
citing Ex parte Stephens, 11 Ves. 24; Ex parte Blagden, 19 Ves. 466;
and Ex parte Flint, 1 Swanst. 30, 34; and adds that the doctrine of
stoppage 7 {ransitu has always been extended further than that of set-
off, even under the English statute respecting mutual credits. In this
case Gregory, who was indebted to the bank on a note payable in 6o days,
died before its maturity, having a deposit in bank larger than the amount
of the note. His estate was insolvent. It was held that the bank had
the right to deduct the whole amount of the note from the sum on
deposit, even though there were claims against the estate, of a superior
dignity to the debt due to the bank. The court said: * Had Gregory
in his lifetime sued the bank for deposit, though it could not set off at
law, because his note was not due, yet, upon showing ina court of equity
that Gregory and his indorsers were insolvent, there could be no ques-
tion of its right there, to stop the amount in his own hands.” It was
thought that the transfer of the account to the individual name of Mrs.

Green constituted a successful defense, but, as intimated, I cannot per-
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ceive that this makes any material difference, since the rights of no
others have intervened ; for until the estate was finally settled she could
only hold these moneys in trust, just as they were held at the instant of
her husband’s death, in trust by the bank. "She might thwart the forms
of mere legal procedure, but not equitable. The real character of the
transaction, or the true owner of a fund, or of an account, or of a deposit,
may be shown. (Wat. Set-Off, §§ 217-219; Chandler v. Drew, 6 N. H.
469; Andrews v. Varrell, 46 N. H. 17; Doyley v. Doyley, 2 McCord,
186; Hendricks v. Toole, 29 Mich. 340; Stasr v. Bank, 55 Pa. St. 364;
Viets v. Bank, 101 N.Y. 563, 568, 573, 5§ N. E. Rep. 467 ; Van Alen v.
Bank, 52 N. Y. 1,6; Frazier v.” Bank, 8 Watts & S. 18; Armstrong v.
City of Lancaster, 5 Watts, 68.) 1 think it is well settled that when an
estate passes into the hands of an assignee, receiver, or administrator,
the other party may come into equity, if there be no relief at law.
(Recesvers v. Gas-Light Co., 23 N.]. Law, 283, 204; McLaren v. Penning-
ton. 1 Paige, 102, 112; Miller v. Recetver, Id. 444.) The executrix and
legatee having, in a formal manner, declared the estate insolvent, gave
to the complainant a right to equitable relief. The injunction should
be made perpetual against recovering any more of the judgment at law
than that which is in excess of $346.06, without costs.

LIABILITY OF INDORSER ON NOTE FRAUDULENTLY
ALTERED.

COURT OF APPEALS OF MARYLAND.

Burrows v. Klunk,

K. endorsed certain notes which were afterwards raised by the maker from $s50
each to $550 each, by inserting the words ** five bundred and " before the word
* fifty” and the figure 5 before the figures 50. At the time of the endorsement by
the defendant there were blank spaces left in the body of the note which could
easily be filled up in the manner stated. In an action by a dona fide holder for
value, before maturity, against K. to recover the amount of the notes as altered, it
is Aeld, that the plaintiff cannot recover, as the defendant is not to be held negligent
1o signing and leaving them as he did.

The principle that where one of two innocent parties must suffer, that one should
suffer whose negligence has enabled the third party to cominit the wrong, does not
apply to a case like the present. Young v. Grote 4 Bing. 253, doubted and
distinguished.

MILLER, ].—John Burrows sued Francis Klunk as joint maker or in-
dorser of two promissory notes, each purporting to be for $550, signed by
Charles F. Klunk, dated February 7th, 1887, and payable to the order of
Burrows, one on the first of June and the other on the first of July
following. The defense is that these notes had been fraudulently raised
from §50 to $550 each. At the trial two exceptions were taken by the
plaintiff, which need not be stated at length. On some points there is a
conflict of testimony, but as to the following material facts there appears
to be no contradiction.

Charles F. Klunk is the son of the defendant, Francis A. Klunk. The
son had become indebted to the plaintiff, Burrows, in about the sum of
$4.000, and the plaintiff visited his house on the sth of February and
told him to get notes indorsed by his father to the amount of $1,100,
and that his (the son’s) father-in-law would settle the balance. On the
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same day the son called upon his father with five promissory notes in
favor of Burrows drawn up by the son and signed by him as maker for
850 cach, and asked his father to indorse them, which the latter
positively refused to do. On the next day, February 6th, the plaintiff
and the son visited the father at his house, but the plaintiff testifies
there was nothing then said about indorsing notes in the presence of the
father, and that he went there simply for the purpose of being introduced
as the gentleman who was furnishing the son with goods. On the
following Tuesday, February 8th, the son again called upon his father
at his shop, again importuned him to indorse these five notes, and after
a good deal of persuasion he agreed to indorse two of them, which
matured respectively on the 1st of June and the 1st of July, 1887. Before
doing so he took them to his office, read them over carefully, saw they
were for $50 each, that they were dated the 7th of February, and were
payable to the order of the plaintiff. He then wrote his name on the
back of each, and delivered them to his son. The latter has gone away,
and when the notes were produced at the trial, it appears the words
“ Five hundred and " had been inserted before the word * Fifty ” in the
body, and the figure “ 5 " before the figures “ 50 ” in the left hand upper
corner of each of them.

This statement is taken mainly from the testimony of the defendant,
which in these particulars is uncontradicted. The notes themselves
have been submitted to us for inspection. This inspection shows that,
if they were thus altered, the alterations must have been made by the
son after his father wrote his name upon them, and before they were
delivered to the plaintiff, and that they must have been in such condition
when signed by the defendant, as to admit of the alterations being so
made as to readily deceive innocent third parties. There must have been
a space between the “$ " and the figures “ 50 " sufficient for the insertion
of the figure *5,” and a blank before the word * Fifty " sufficient to let
in the words “ Five Hundred and.” As they now appear, they are
throughout in the handwriting of the son, who signed them as maker,
written with the same ink, and with no discoverable trace of erasure.

It was left to the jury, by the granting of the plaintiff’s and defendant’s
first prayers, to find whether the alterations had been made, and the
verdict shows that they found this issue of fact in the affirmative. But
the plaintiff has testified that he had no knowledge of these alterations
when he received the notes, and the question is, can he recover upon
them against the defendant, even if he had no such knowledge? It is
manifest that if the defendant is made liable for the full amount of these
altered notes he will suffer a wrong and sustain a loss, by means of a
crime not less serious than the forgery of his signature. If his signature
had been forged, or if the notes had been raised by obliteration of the
writing by any chemical process, or by any other device of an ingenious
forger, it is conceded he would not be liable. But because these small
spaces were in the notes when he wrote his name upon them, it is con-
tended that he was negligent in signing and leaving them in that con-
dition, and that the doctrine that where one of two innocent parties
must suffer that one should suffer whose negligence has enabled the
third party to commit the wrong, is invoked agalnst him. There are
some cases in which this doctrine has been applied to negotiable instru-
ments in order to protect innocent holders for value, but we think the
weight of authorit}' in this country is against its application to a case
like the present. In support of this position we refer to the able judg-
ment of the Supreme Court of Michigan delivered by Judge Christiancy.
in Holmes v. Trumper 22 Mich. 427, and the equally able and elaborate
opinion of the Supreme Judicial Court of Massachusetts, delivered by
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Ch. J. Gray in Sawings Bank v. Stowell, 123 Mass. 196; also to the
cases of Godman v. Eastman, 4 N. H. 455: McGrath v. Clark, 56 N. Y.
3 National Bank v. Clark, 51 lowa, 264, and Worrall v. Green, 39
Pa. St. Rep. 388. Such also seems to be the effect of the decisions of
the Supreme Court in Wood v. Steele 6 Wallace 80, and Angle v. Mutual
Life Ins. Co. 92 U. S. 330.

The case of Tomev. Parkersburg R.R. Co., 39 Md. 36, is quite different
from this. The main question involved in that case was the extent of
the liability of private corporations for the acts of their agents done with-
in the scope of their employment, expressed or implied. The party who
committed the fraud was the treasurer and stock transfer agent of the
company, intrusted with its seal, with books of stock certificates signed
in blank by the president, and was put in sole charge of the company’s
office in Baltimore. He was thus furnished by the company with every
facility for making a fraudulent issue of stock. But here no such re-
lation' existed between the defendant and his son. The latter was
neither the agent nor even the employe of the former. The notes were
simply delivered to him after they had been signed, for the purpose of
being carried to the plaintiff.

Nor is it a case where one signs a note in blank as to amount, and
delivers it to another for use with intention that the blank should be
filled. In such case the instrument carries on its face an implied
authority to fill the blank, and the signer makes the person to whom it
is thus delivered his agent for that purpose, and is responsible to an
innocent holder for value for whatever sum may be inserted. But here
each note was complete on its face when it left the hands of the de-
fendant. A sum iayable was actually written in it, and the date, time
of payment, and the name of the payee were all inserted. In such case
there can be no inference that the defendant authorized anyone to
increase this amount simply because blank spaces were left in which
there was room to insert a larger sum. It may have been carelessness
in the defendant to sign the notes without drawing lines through these
spaces, but he was evidently not a business man accustomed to sign notes,
and it was not his carelessness, but the crime committed by another,
that was the proximate cause that misled the plaintiff.

Appellant’s counsel have placed great reliance upon the English case
of Young v. Grote, 4 Bing.253. In that casea husband, having occasion
10 leave home for several days, signed checks upon his banker in blank,
left them with his wife with directions to have them filled up with such
sums as the purposes of his business might require during his absence.
The wife, in order to pay wages to persons employed by her husband,
directed a clerk, who was also employed by him, to fill up one of these
checks for a certain sum. The clerk did so, showed it to her, and she
directed him to draw the money from the banker. When drawn up by
theclerk the check was in substantially the same form as to blank
spaces, as these notes, and before he presented it the clerk had in the
same manner raised it to a much larger sum. The banker paid the
raised check in good faith, and was protected in so doing against the
claim of his customer, the husband. The difference as to facts, between
that case and this, is that there the check was signed in blank by the
husband who constituted his wife his agent to fill it up, and the raising
or forgery was committed by a clerk in his employment. It was also a
case between banker and customer and in Savings Bank v. Stowell,
supra, the position is taken that “the maker of a promissory note

! holds no such relation to the indorsees thereof as a customer does to
his banker : the relation between banker and customer is created by
their own contract, by which the bankcr is bound to honor his custom-

9
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er’s drafts,and if the negligence of the customer affords op})onunity toa
clerk or other person in his employ to add to the terms of a draft, and
thereby mislead the banker, the customer may be well held liable to
the banker.” There is force in this position: but the case of Young
v. Grote, though it has not, so far as we can ascertain, been directly
overruled, has been seriously questioned, not so much as to its result,
but as to the reasoning on which it is founded. Subseﬂuem comments
of the English judges go far to limit the doctrine there laid down to the
peculiar circumstances of that case. All the decisions containing the
comment, made up to that time, are referred to in Savings Bank v.
Stowell. To these we may add the more recent case of Baxendale v.
Bennett in the Court of Appeals Law Rep. 3 Queen’s Bench Div. 5,251,
in which Brett, L. ],,said : I think the observations made by the Lords
in the case of Bank of Ireland v. Evans Charily, trustees, 5§ H. L. C.
389, have shaken }’oun‘g v. Grote and Coles v. Bank of England (10 A. &
E. 438) as authorities.” The case is discredited, if not overruled as
authority, and we have found no English decision in which the maker
of a promissory note has been held liable under circumstances similar to
those which exist in the present case.

We approve and adopt the following reasoning in Holmes v. Trumper
(supra). “The negligence, if such it can be called, is of the same kind
as might be claimed if any man in signing a contract were to place
his name far enough below the instrument to permit another line to
be written above it in apparent harmony with the rest of the instru-
ment ; or as if an instrument were written with ink the material of
which would admit of easy and complete obliteration or fading out by
some chemical application which would not affect the face of the paper;
or by failuring to fill any blanks at the end of any line which might
happen to end far enough from the side of the page to admit the inser-
tion of a word.”

“ Whenever a party in good faith signs a complete promissory note,
however awkwardly drawn, he should. we think, be equally protected
from its alteration by forgeri; in whatever mode it may be accomplished,
and unless perhaps when it has been committed by some one in whom
he has authorized others to place confidence as acting for him, he has
quite as good a right to rest upon the presumption that it will not be
criminally altered, as any person has to take the paper on the presump-
tion that it has not been, and the parties taking such gaper must be
considered as taking it upon their own risk, so %ar as the question of
forgery is concerned, and as trusting to the character and credit of
those from whom they receive it and of the intermediate holders.”

« 1f promissory notes were only given by first class business men who
are skillful in drawing them up in the best possible manner to prevent
forgery, it might be well to adopt the high standard of accuracy and

rtection which the argument in the behalf of the appellant would require.

ut for the great mass of the people who are not thus skillful nor in the
habit of frequently drawing or executing such paper, such a standard
would be altogether too high, and would place the great majority of men
of even fair education and competency for business at the mercy of
knaves, and tend to encourage forgery by the protection it would give
to forged paper.”

We are all of the opinion that the defendant is not liable for the
amount of these raised notes. In some of the cases, especially in Penn-
sylvania and Mississippi, recovery has been allowed for the amount of
the note before it was thus altered. This, however, seems to ignore the
principle said to be of universal application, that any material alteration
of a written instrument avoids it :# fofo as to any party to it who has
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not assented to such alteration. But that question does not arise on
this appeal. The verdict and judgment were in favor of the plaintiff
for the original amount of notes with interest, and the defendant has not
apfm.led.

n thus disposing of the case we have assumed, and must not be
understood as having decided, that the plaintiff is a holder for value. It
follows from what we have said that the court below was right in admit-
ting the testimony objected to in the first exception, and that there is no
error prejudicial to the appellant in the rulings upon the prayers. The
judgment is therefore affirmed. Judgment affirmed.

LEGAL MISCELLANY.

BANKS AND BANKING—DEPOSITOR.—A depositor of a certain banl:
instructed it to charge to his accounts a note upon which he was surety,
and which was payable to the bank. The note was not so charged, but
it was agreed that the bank should at any time thereafter have the right
to make such entry, and that the note should be held by the bank to be
collected for -the benefit of the depositor : Held, that such agreement
gave to the bank a right which it would not otherwise have had, and
llhzt]the depositor became the owner of the note. [Harrison v. Harrison,

nd.

NEGOTIABLE INSTRUMENTS.—A complaint in an action on a note,
which alleges that the note has been accidentally destroyed by fire, and
sets out acoKy of it, need not allege that the destruction of the note
occurred without plaintiff's fault. [Cunninghram v. Hoff, Ind.]

NEGOTIABLE INSTRUMENTS—INDORSEMENT.—One who obtains pos-
session of a note after indorsing it is restored to his original position, and
cannot, nor can subsequent purchasers from him with notice of the fact,
hold intermediate indorsers, who could look to him again. [Adran v.
McKask:ill, N. Car.]

NEGOTIABLE INSTRUMENTS—VALIDITY.—Under Gen. St. Ky. ch. 22,
§ 13, where a note signed by defendant and one M. was made payable to
the order of M. and the latter signed his name on the back of the note,
and delivered it to the plaintiﬁ’. that the defendant became liable to
the plaintifi. [ /enkins v. Bass, Ky.]

NEGOTIABLE INSTRUMENT.—In an action on a note given by the
defendant to the plaintiff, a canal company, for some of its stock, alleged
misrepresentations made by the plaintifi are not available to the
defendant, where he has not elected to rescind the contract for the sale
of stock, and has not set up any counter-claim for damages on account
gfaj such misrepresentations. [Upper San Joaguin Canal Co. v. Roack,

NEGOTIABLE INSTRUMENT.—In an action on notes given for the pur-
chase price of an engine and saw-mill, a plea of breach of warranty and
failure of consideration does not vary or contradict the written contract
between the parties, and may be made without alleging fraud, accident,
or mistake. [Awltman v. Mason, Ga.]

NEGOTIABLE INSTRUMENT.—Under code Ga. § 3,471, defendant, in an
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action on a note, after pleading the general issue, may amend so as to
allege as a defense that the note was given in part payment for land:
that plaintiff represented that he had a complete title to the land, and
agreed to deliver a perfect title, but that in fact he failed to give him
title, whereby the consideration of the note wholly failed. [Hall v.
McAuthur, Ga.)

NEGOTIABLE INSTRUMENT.—An accommodation note has no validity
until it has passed into the hands of a third party for value. [Second
Nat. Bank v. Howe, Minn.]

NEGOTIABLE INSTRUMENTS—CONTRACT OF GUARANTY.—A written
instrument, in the ordinary form of a promissory note, with the excep-
tion of a clause stating that the note is given to secure the payment of a
certain debt, does not become a contract of guaranty by the addition of
such clause. (Clanin v. Esterly Machine Co., Ind.]

BANKS AND BANKING—COLLECTIONS.—Plaintiff sent to defendant’s
bank paper indorsed ‘ For collection and immediate return ' to plaintiff,
and the paper was collected, and the proceeds mingled with other
moneys of the bank, instead of forwarded to plaintiff : He/d that, if the
mingling of the funds was a breach of trust, it was a conversion ; and
plaintiff became a simple contract creditor, with no preference at law.
[Philadelphia Nat. Bank v. Dowd (U.S. C. C.) N. Carg

NEGOTIABLE INSTRUMENTS—GUARANTY.—Defendants signed on each
of certain notes a guaranty to the payee thereof for “the punctual
payment of the interest on the above note, and in default of such pav-
ment by the promisor we hereby promise to pay the same on demand :”
Held, that the guarantors were liable for interest accruing after as well
as before maturity of the note, and that separate actions might be main-
tained against them therefor without including the interest on the
principal debt. [Aing v. Bates, Mass.)

NEGOTIABLE INSTRUMENTS.—A note taken in payment of a patent-
right, in violation of a statute which makes it a misdemeanor for any
person to sell a patent-right without first filing copies of the letters
patent, and which does not contain the words “ given for a patent-
right,” as required by statute, is good in the hands of one who purchases
it in good faith, without notice, before maturity. [7Zescker v. Merea,
Ind.]

NOTARY PUBLIC—BONDS.—False certificate of a notary to note and
mortgage which proved to be forgeries: He/d, to be the proximate cause
of the loss,and surety on notary’s bond was liable. [Pcople v. Butler,
Mich.]
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BANKING IN TEXAS.

The following account of banking in Texas is taken from a paper read
b Mr.J. E. McAshan, of Houston, before the last convention of the
State Bankers® Association of Texas, at Dallas.

“The history of banking in Texas is an epitomized history of
hostility to the institution. Of the five State constitutions we have had,
the only two which were conceived in soberness, and are the honest
exponents of our people’s maturest and soberest judgment, those of
1845 and 1876, the latter being still the organic law of the State, con-
tained prohibitory clauses to the chartering of banks. The constitution
of 1861 being the secession constitution, and that of 1866 being the
reconstruction constitution, and each being very short lived, and being
created for the purposes which their names designated, and also the
constitution of 1870, which also had a brief existence, contained no
prohibitions to corporate banking. It was under the last named that
our present State banks were chartered and organized. The act of the
Legislature of April 7, 1846, prohibited the issue of money by any firm,
and was aimed at and applied to individuals who attempted to create
acirculating medium. The declaratory act of March 20, 1848, was based
on the general provisions of the constitution of 1845, contained in
section thirty, and was intended to suppress banking entirely, and
ap&lied to corporations, companies and associations. These things
Suficiently evince the animus of our people to our profession. Itis
Dot so much these statutes and laws which we condemn and deplore.
Itis the hostility and crudity of the public opinion which gives them
birth, that causes the banking fraternity and the world at large to regard
them with amazement. Other States of the Union have not found
them necessary, and in Texas they impede the roll of the car of progress.
The people at large should understand that only those things can
llvg. grow and expand in the face of bitter hostility and opposition,
which serve high and useful purposes and are based upon the actual
needs of mankind in their commercial relations.

“The growth of banking in Texas demonstrates fully and completely
the absurdity and unreasonable nature of the opposition to J)roper.
honest and legitimate banking. The earliest banking that was done in

€Xas was in the nature of special deposits. Bags, boxes and other
receptacles for money were deposited for safe keeping in the safes of
the merchants, and were always reclaimable, never forming a part of the
usiness of the trustee, never appearing on his books. The first regular

king business that was done in the State was transacted by the
Commercial and Agricultural Bank of Texas, or, as it was called 1n the
écree creating it, the *Banco de Commercia y Agricultura.’ The
tharter for this bank was granted by the Congress of Coahuila and
¢xas to S. M. Williams and associates. S. M ﬁilliams in the charter
¥%as designated as the empressario. It was granted in 1835. It was
ot organized until after the constitutional convention of 1845. This
Cnvention, while denouncing and prohibiting banking, through the
tllorts of Mr. Williams recognized its vested rights, which were
aﬂu'rcd before the independence of Texas. Mr. George Ball, of

Veston, was one of its owners. In 1836 an act was passed for the
relief of My, Williams, which adopted the decree creating the bank,
I\y ich was No. 308, of Coahuila and Texas. This fact was brought to
8"t in the trial of the case against Mr. Williams and associates for
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illegal banking at the Tyler term of the Supreme Court of Texas, in
1852. The authorized capital of the bank was $1,000,000, the paid in
capital $100,000. This was the only bank put in operation in Texas
under charter until after the war, and it was operated under a charter
granted before Texas was a State.

“The State of Texas chartered no banks until after the adoption of
the constitution of 1870, and the number ot important financial institu-
tions chartered during the six years in which this constitution was in
force shows most conclusively the practical value of this concession to
the commercial interests of the State. The Commercial and
Agricultural Bank of Texas was a bank of issue. One of its notes, the
only one known to be in existence, presented to me by Mr. B. A.
Shepherd, is made a part of this paper, and can be seen by any who are
curiously inclined. It is in fact a curiosity of our past history, a relic
of the early trials and struggles of those who have so successively
labored to build up and bequeath to us, their posterity, this noble State.
It isa note which antedates the present paper currency system of the
United States, a note which, in State corporate banking, spans the
entire history of twenty-five years from 1845 to 1870—a note which
was current before the scream of the locomotive awoke the echoes of
unbroken solitudes of that feeble community which as Texas is the
Wung giant of to-day. The first officers of this bank were S. M.

illiams, president, and J. W. McMillan, cashier. From the beginning

reat opposition was manifested toward it and banking generally.
Eorporate State banking becamec an issue in politics. One of the
most exciting and expensive political campaigns ever made in Texas
took place in 1841, in the race for Congress between Archibald Wynns,
anti-bank candidate, and Mosely Baker, bank candidate. The anti-
bank candidate triumphed. Governor F.R. Lubbock, present State
treasurer, even at that early day, was sufficiently alive to the needs of
the people to espouse the cause of the banks. Various impediments
were thrown in the way of the Commercial and Agricultural Bank.
Many efforts were made to break it down, and it was finally destroyed
by having its charter annulled by a decision of the Supreme Court
about 1858, which has sometimes been designated as a very iniquitous
decision. About this time its president, S. M. Williams, died, and its
affairs were wound up by Mr. B. A. Shepherd, of Houston, who was one
of its largest stockholders. About 1850, and for some time afterward,
R.& G. D. Mills, of Galveston, did a mixed factorage and banking
business. They used notes of the Northern bank of Mississippi as a
circulating medium, indorsing them to Eive them security and currency.
These had brief existence, owing to lack of public confidence. Mr. B.
A. Shepherd, of Houston, was the first man in Texas to engage
exclusively in banking. He began exclusive banking in 1854 and has
been engaged in it with rare and short intermissions exclusively ever
since. %‘ H. McMahon and Gilbert, and Ball, Hutchings & Co., of
Galveston, opened a mixed factorage and banking business about 1857.
The latter firm is still among the most prominent, famous and
influential of the State. Prior to 1854 Mr. T. W. House, who first
established his business in Houston in 1838, and who has recently
celebrated his semi-centennial, and whose house is, so far as known,
the oldest business house in Texas, did a mixed banking and factorage
business in Houston, as did also Mr. B. A. Shepherd and Mr. W.]J.
Hutchins. Mr. Shepherd cameto Texas in 1839. Substantially all the
banking business of our great and growing State before the late
unpleasantness was done in Houston and Galveston. We believe that
these two cities, twin sisters of the South, were the mothers of Texas
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railroads, of Texas banking, Texas commerce, and in sowing the seed of
business life were the mothers of civilization in Texas.

“Of all the agencies to civilize and subdue the untamed wilderness,
noneare so powerful as commerce. Until after the close of the war
there were no regular banking firms in the interior of Texas, a few
merchants in Austin, San Antonio, Waco and possibly Dallas, and
other points did an exchange business, but it was very fragmentary in
its character. Noting this fact, and comparing it with the fact that there
are only fourteen States in the Union which have more banks than
Texas, viz.. Dakota, Illinois, Indiana. Iowa, Kansas, Massachusetts,
Michigan, Minnesota, Missouri, Nebraska, New York, Ohio and
Pennsylvania ; that it has more banks than anv other Southern State;
that it has one-third as many as the entire dominionof Canada, and
about one-thirtieth of all those in the United States; that it has a total
incorporated banking capital of $14,260,000, with a surplus of $2,250,-
000, making a total incorporated capital and surplus of $16,500,000;
that this is distributed among 110 incorporated banks, National and
State; that in addition to this there are 145 private banks, some of
which are conceded to do a larger business than any bank corporation
of the State ; seeing that all this has been done and accomplished since
the barons of North Texas laid deep and wide the foundations of the
queenly city of Dallas—I mean in twenty-five years, comparing the
facts then and now—and we can show the world with what magnificent
and unparalleled strides our grand old State has entered the march of
progress, of material development and wealth. Among the first, if not
the very first bank in Texas to be organized under the National bank-
ing act, was the First National Bank of Galveston No. 1566. It was
followed very shortly by the First National Bank of Texas No. 1642,
the First National Bank of Houston No. 1644 and the San Antonio
National Bank No. 1657, and the National Bank of Jefferson No. 1777.
In those early days after the war the national bank examiner had only
afew places in Texas to visit, and made short and casy trips. Now he
must needs visit scores of places and scattered over a domain more
imperial than those of Old World monarchies. The first cashier of the
First National Bank in Texas was Mr. J. B. Root, father of my friend,
Mr. A. P. Root, present cashier of the First National Bank of Houston.
All of those old banking firms of Texas, whose conceptions of their
duties and responsibilities never rose any higher than to secure and
spend their deposits, have long since gone to their reward. Those only
have survived who founded their houses upon the impregnable rock of
commercial horior and integrity. In this we have a most excellent
illustration of Darwin’s theory of the ‘ survival of the fittest.” We have
now over two hundred and fifty banks in the face of hostility and opposi-
tion, where we had none when General Rusk carried the treasury of the
Republic of Texas in his saddle bags at the battle of San Jacinto. To
every fire that burns in every furnace, to every wheel that moves in mill
or factory, or turns, bearing our product over the railroad bonds of
Interstate matrimony; to every clip of wool that leaves the shorn
flocks of the prairies; to every pound of beef gathered from the cattle
herds upon a thousand hills ; to every ounce of cotton, every lump of
coal and foot of lumber; to the corn’upon the mountains and cereals
of the valley ; to every product of our grand State; to every merchant,
every farmer, every mechanic, we stand allied in the strongest bonds
that can bind man to man—the ties of mutual dependence. It is the
duty of the hour for the bankers of Texas. as they march shoulder to
shoulder and breast to breast, with every other element of material
prosperity in Texas, the noblest domain of the Union, to so assert their

A a
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true and proper position in the public economy, that not only will
antagonism to banking be merely a matter of history, but we shall be
granted that support and sympathy from the people which alone can
give us strength.”

PROTECTION FROM CRIMINALS.*

The National Board of Fire Underwriters was organized in 1866 at
a convention of delegates representing seventy-five fire insurance
companies. One of the objects of this association was “to repress
incendiarism and arson by combining in suitable measures for the
apprehension, conviction and punishment of criminals guilty of such
crimes.” From the address of D. A. Heald (President of Home
Insurance Co., of N. Y. C.,) President of the National Board of Under-
writers, on the occasion in 1886 of the twentieth anniversary of its
organization, the tollowing in reference to the Incendiarism and Arson
Reward Fund is taken. *“The crime of incendiarism has received the
earnest attention Of the board from its organization until the present
time. The constitution adopted twenty {ears ago contained and still
retains this clause as indicating one of the purposes of the board:
To repress incendiarism and arson by combining in suitable measures
for the apprehension, conviction and punishment of criminals guilty of
the crime.”

At the first meeting of the executive committee, held August 9, 1866,
the committee to whom the matter had been referred recommended
the issue of a circular announcing the intention of the board to pros-
ecute cases of arson, but leaving the details to the supervision of local
boards, the expense to be borne by the companies represented therein.
The recommendation was adopted, and, although not officially pro-
mulgated, several local boards acted on it, and some misunderstanding
was the result, as the powers of the local boards and the course of
action to be followed was not sufficiently defined. In June, 1868, the
executive committee authorized the committee on incendiarism and
arson to offer rewards r.ot exceeding five hundred dollars, the payment,
in case of conviction, to be made by means of a pro-rata assessment
on the business of the companies in the locality where the reward was
offered. Few cases of conviction, however, were had, and the need of
more definite rules and systematic action was felt, as may be seen from
the conditions set forth in the foregoing resolution.

Resolved : * That any reward so allowed by said committee shall be
paid by pro-rata assessment on the subscriptions so obtained and
collected, and disbursed under the direction of said committee.”

Resolved : “ That the executive committee be authorized to determine
the proper disposition of the reward to such parties as may be proved
to be entitled thereto.”

The executive committee on the 14th of May following adopted the
form of subscription under the above resolutions, and fixed the basis
for the same at $35 for each $100,000 of premium recei.{gts of companies.
The original subscription list amounted to $110,400. The subscriptions
were renewed January 1, 1876, and there are now (1886) one hundred
and eighteen subscribing companies, whose united subscriptions amount
to $152,460. Assessments average less than 2 per cent. per annum on

* The origin of this article is stated in the Financial Facts and Opinions.
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subscriptions, since the fund was established. The number of rewards
offered from 1873 to the first of May, 1886, was 1839, amounting to
$679,300. Upon the reorganization of the board in 1872, attention was
again given to the subject, and at the annual meeting, held April 23rd
and 24th, 1873, the following resolutions were unanimously adopted.

Resolved: * That in view of the great increase in fires which we have
reason to believe are of incendiary origin, the executive committee is
hereby authorized and directed to open a subscription for the purpose
of raising a fund, not less than §100,000, for the detection, conviction
and punishment of parties engaged in this nefarious business, and that
said committee be and is hereby authorized to offer specific rewards,
not exceeding $1,000, for criminals guilty of the crime of arson, such
rewards to be paid only on due proof being furnished said committee of
the conviction and actual punishment of such criminals.”

Resotved : * That on such subscription being completed, the executive
committee be and is hereby authorized to investigate cases presented to
them, and to offer a reward, not exceeding $1,000, in such cases as they
ma_ly deem proper.”

he following table shows the convictions secured and the cost of
same, from 1873 to May, 1886:

R 3 - R
QE % 3‘-.? ! g 'él Aggregate
WS Qv ER ’.{'é S3  Sentences.
YEARS. 9% 3;% % N3 8E
SR | o (Y 13 !
12 §‘ 83 l b";?: ] (3{ Vears. ‘MMM-'-
: I~ l | :

187310 April 1, 1876. .......... | 13 $4,575.00, $1,260.47) — 21 105 I -
April 1, 1876 to April 1, 1877...| 12  3,400.00 363.47 2 21! 107 4
April 1, 1877 t0 April 1, 1878... 13 3,600.00/ 232.26] 6 30 251 | 3
April 1, 1878 to April 1, 1879...| 12, 4,400.00 3¢41.18 1 15 43 | 11
April 1, 1879 to April 1, 1880...1 7/ 1,050.00  415.45| — 7 87 6
April 1, 18% to May 1, 1881....; 8 1,800.00‘ 241.40| — 14 30 | 3
May 1, 1881 to May 1, 1882..... | 13 3,700.00 432.63] 1 15 40 -
May (, 188210 May 1, 1883.....| 10 z.7oo.oo’ 538.00, — 14 90 I -
May 1, 1883 to May 1, 1884..... | 9 1,00.00| 108.30 — 100 Sso | 10
May 1, 1884 to May 1, 188s..... [ 7 1,700.00 308.52| — 7. 45 -
May 1, 1885 to May 1, 1886..... l 7' 2,500.00| 452.03f — 15 113 | 6

; m $3=,=2s~oo| $4.693.71| 10 169 G35 | 7

| ‘

It appears from the report of the committee on incendiarism and
arson, dated May 17, 1888, that during the year ending at that date,
there were offered one hundred and twenty-eight rewards, amounting
t0 843,300. The number offered since the fund was established was
2,137, aggregating in amount $773,650.

Nine rewards were paid during the year, aggregating $3,750, and
eleven convictions were secured.

As has been explained, the subscriptions are called in as required; the
usual assessment is two per cent.on the amount of the subscription.
When the sum thus obtained is exhausted, another assessment.is made
if necessary. In 1888, there were one hundred and eight subscribing
companies, with united subscriptions of $148,954, or an average of
$1.379. The total amount of rewards actually paid in fifteen years was
$39.075, representing an average assessment of about 2 per cent. per
annum on subscriptions and amounting to about $27.58, for each com-
pany, large and small. It is plain {rom this that if this system of
rewards were adopted by the protective committee of the American
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Bankers' Association, that, with the 1,750 members of the association,
the average assessment required would not exceed two dollars per
annum, The rewards offered by the National Board of Underwriters
varied in amount from $50 to the maximum limit of $1,000, and the
committee on incendiarism and arson, in May, 1888, gives the following
table, comparing the number and amount of rewards offered with
those paid :

REWARDS OFFERED. REWARDS PAID.

103 Oof $1,000..000vueen vun $103,000 ' 1 of $1,000....iiuiiininnn, $1,000
23 * KIS 500, . ueeensannians 15,500
| SR i 4 ¢ 400, evvenrannnnns 1,600
E I | 350 cieinacnneeins 350

647 l § * 300iieiiiieniinnnns 1,500
12 6t 250, . ciiiiiiiianns 15.250
26 ¢ | 5 200, .. cceneinnnnnn. 1,000
92 * ¢ | & £ T 175

979 ** 1 9 ** 150 . ieesecencanne 1.350
120 ** I 12 ¢ 100 . saeeevnecsaan . 1,200
b B | 2 ¢ 50. ik viennnnnennns 1c0
91 ‘: i To oppose appeal....... so
S | — —_—
37 v | 132 $39,075
2

2137 $773,650 .

The rewards paid amount to but .05 §-100 per cent. of the sums offered.
Percentage of number of rewards paid to those offered, .06 13-100.
Percentage of amount of rewards paid to amount offered, .05 5-100.

The obvious deduction from this table is that the rewards offered
need not necessarily be very large—out of 103 rewards of $1,000, only
one was earned and paid—or less than one per cent. Out of 647 rewards
of §$500, thirty-one were earned, or about 4.8 per cent. Out of 979
rewards of $250, 61 were earned, or about 6.2 per cent. The average
of 2,137 rewards offered was $362.03, and the average rewards earned
and paid was 29.7. The larger amounts were probably offered in the
more difficult cases, and this degree of difficulty must be taken into
account in judging the percentage of rewards earned, as compared
with the amounts offered, but it is plain that in the majority of cases a
moderate offer is sufficient.

In the discussion which took place at the seventh annual meeting of
the board in 1873, on the adoption of the resolution to raise the fund, a
speaker expressed the fear that the existence of such a fund might be
used by the unscrupulous to induce the crime it was intended to
suppress. It was said that there were nefarious men who could be
induced to set fire to premises for a small consideration, and those
who induced them to do so would obtain the reward by giving the infor-
mation. Or it was suggested that false swearing for the sake of the
reward might make the innocent bear the punishment of the guilty.
The chance of any such result was, however, rendered highly improb-
able by the precautions adopted and strictly adhered to by the commit-
tee in the administration of the fund. First, standing offers of rewards
are forbidden, so that a sum cannot be paid unless first specially offered
in the particular case in which it is claimed. Secondly, offers are only
made in instances in which subscribers to the fund are interested in the
loss, which enables the committee to avail itself of the knowledge and
recommendation of the party directly concerned, and who could have
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no reason for requesting the offer unless satisfied that there was good
cause to believe the fire to be of incendiary origin. Thirdly, the
amounts of the rewards offered are never excessive, and in allcases are
carefully determined upon by a committee, with a due regard to the
amount of insurance at stake, the extent of the loss, and all other
circumstances surrounding the case. Fourthly, in the matter of pay-
ments, every possible precaution isobserved, so that to believe that
any innocent person can be made to suffer, or injustice be done by the
system under the safeguards which are now thrown about it, would be
to believe that a deception could be successfully practiced not only
upon the company asking for the offer, and the committee granting it,
but also upon the court, the jury, and the council which tried the case."
But the best answer that can be made to remove any doubts, if any
still exist upon the subject, is the statement which can now be made
without any qualification, and after the fund has been in operation
during an entire decade, that in all that time, during which offers to
the amount of $524,150 have been made, not only has no instance of
unjust prosecution or conviction been shown, but the slightest intima-
tion has not reached any one of the committee of even a suspicion
of wrong having been done as a result of the reward system, while
on the contrary its benefits have been great, notonly to underwriters,
whether subscribers to the fund or not, but also to the country at
large, the property and even the lives of whose citizens are so often
putin jeopardy by the torch of the incendiary.

A method of raising the ‘money necessary to pay rewards when
eaned, can be devised for the banks as has been so satisfactorily
aranged by the insurance companies. As banks are more numerous
than insurance companies, so are the members of the American

nkers’ Association than those of the National Board of Fire Under-
wrters, The amount to be actually paid by each bank would be
correspondingly smaller, and, as has been already estimated, would not
probably exceed an average of $2 per year in addition to the regular
membership dues. In fact, the subscription system should permit the
amount paid to be graded according to capital or deposits as might be
thought best. Another consideration is that the effect of such a system
1sto prevent a great deal of theft and fraud that might otherwise be
perpetrated.

In applying this system to members of the American Bankers’

ssociation, it must be noted that the members of the Association are
much more numerous than those of the Board of Underwriters, and
that their average capital and surplus is also less. The amount of
subscription of each bank to raise a given fund would be less than in the
case of each insurance company. On the other hand it is probable that
Cases of fraud on and robberies of banks are more numerous than cases
of incendiarism, and that rewards may have to be offered more fre-
Quently for the punishment of the former class of crimes than for the
latter.” Considered as a yearly subscription, that made by the insurance
companies, as shown by experience, was larger than necessary. A fund
ot 10,000, to be renewed annually, would have answered all the possi-
blerequirements, and an assessment of 25 per cent. on this reduced fund
would have paid all the earned rewards. It is probable that a subscrip-
tion fund of $10,000, to be renewed when all was paid and exhausted,
would be ample for the protective purposes of the American Bankers’
Association. There are now about 1,682 members in the Association;
of these 1,120 have a capital and surplus of $250,000 or less; 250a
capital and surplus not exceeding $500,000 but more than $250,000; 160
acapital and surplus not exceeding $1,000,000 but more than $3500,000 ;

y R
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110 a capital and surplus not exceeding $2,000,000 but more than $i1,-°
000,000 ; 20 a capital and surplus not exceeding $3,000,000 but over
82,000,000 ; § a capital and surplus not exceeding $4,000,000 but more
than 33,000,000;2 a capital and surplus not exceeding $5,000,000 but
more than $4,000,000; § a capital and surplus not exceeding $6,000,000
but more than $5,000,000, and 6 a capital and surplus not exceeding
$7,000,000 but more than $6,000,000. Regarding the maximum amount
in each of the foregoing classes as the basis of subscription, and fixing
the siubscription at 1-1ooths of one per cent., would give the following
result:
1,120 banks, $250,0c0 a‘nd under ('? $2.50, §2,800.

250 500,000 5.00, 1,250,
160 * 1,000,000 *‘ b ¢ 10,00, 1,
1o ** 2,000,000 * ¢ ‘“ 20.00, 2,200.
20 ‘3,000,000 ‘ ¢ ¢ 3000, 600.

5§ ‘4,000,000 ‘¢ ‘v 40.00, 200.
6 ‘5000000 °* ‘¢ so.c0,  300.
5 ‘6,000,000 ‘“ ‘¢ 6oco,  300.
6 ‘¢ 7000000 °* ¢ ¢ 70.00, 420.
1,682 banks. $9,670.

This will give a total annual subscription. fund, liable to assessment as
rewards were earned, of $9,670, which will, according to the experience
of the insurance companies, be amply sufficient to pay all rewards
earned and claimed. The assessments on this fund will not amount to
more than about 25 per cent. annually, if the cases for which rewards
are offered are not more numerous than Has been shown by the experi-
ence of insurance companies.

These experiences of the National Board of Fire Underwriters
occupying, with relation to the insurance business of the country, a
position similar to that occupied by the American Bankers' Associa-
tion with regard to banks, clearly prove how useful an analogous system
of offering rewards for crimes against banks would be to the banks of the
country and the public generally. Not only would it tend to the
repression of crimes committed by rogues outside the banks, but it
would secure in a great degree the detection and punishment of
criminal bank clerks and officers. If it be earnestly desired by the
American Bankers' Association that the protection from criminals
authorized by its constitution be made efficient and practical, certainly
it can be done in no better way than that so successfully adopted by
the National Board of Fire Underwriters. The resolution of Mr. Van
Allen, offered at Cincinnati, will be reported upon by the executive
council at the next convention, and if the plan embodied therein is
recommended by them and adopted by the members at the next con-
vention it willno doubt increase the usefulness of the American Bankers’
Association to its members.
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THE BANK OF CALIFORNIA.

The San Francisco Evening Bulletsn has improved the occasion of
the quarter centennial of the Bank of California to give an account of
this famous banking institution.

The Bank of California is probably one of the best and widest known
banks of the State, because it is one of the oldest and largest. The
moving spirit in its organization was the late William C. Ralston. The
capital of the corporation was fixed at $2,000,000, with the privilege of
increasing to $5,000,000. The $2,000,000 capital was promptly taken in
32 allotments, varying ﬁ'om 2,000 shares down to 5o shares. There
were really only 29 stockholders, as three gentlemen made two subscrip-
tions. The names of those present at the first meeting of the board
are as follows: William C. Ralston, Louis McLane, William Norris, I.
Whitney, Jr., Thomas Bell, Herman Michels, John O. Earl and O.F,
Giffin. "It was stipulated and agreed "at the above meeting that D. O.
Mills should be the president of the bank and William C. Ralston
should be cashier for gve years at a salary of $1,000 per month. Thus
organized and officered, the bank threw open its doors for business on
the sth July, 1864, in.the building on the southwest corner of Battery
and Washington streets.

The first annual meeting of stockholders was held October 4, 1864,
when 135,300 shares of the 20,000 shares of capital stock were represented.
At that meeting it was stated that the bank opened for business three
months previously with 506 deposit accounts, aggregating $1,641,605.83 ;
bills receivable, $1,362,451.05; cash and bullion, $1,339,061.86; due from
correspondents, $482,618.84.

'If'he earnings for the first three months of the bank’s existence were
as follows :

GrOSS PrOfItS. . ..euueuenesesacenrecsrossnsacnsnenseesesnnnns $159,766 32
Expenses....... Mo svesracasnsotee costteteontecttoconerstone 47,410 48

Net €armings.....cv coveiiniiinnenenien o senennenncnns $112,355 84

The statement for October 1, 1864, embraced the following items :

Loans and overdrafts..........cccevieeeeronesnarencsnnnans $2,457,648 55
Due from correspondents..........cocvveeuieianienraernas 442, 63
Cashand bullion.....cieeeiiiiiiiiiieneiiiniineiinannenss 694,863 07

L $3,595,440 25

The amount due depositors on the same date was $1,543,922.55.

The first dividend was declared October 10, 1865, at the rate of 3 per
cent. for the quarter ending September 3oth. This dividend was paid
October 25th and amounted to $60,000. The loans out at that time
were drawing 13 to 2 per cent. per month. The second dividend of the
same amount was declared January 11, 1866.

Before the next annual meeting a special meeting of stockholders
was called for the purpose of increasing the capital to $5,000,000. This
meeting was held June 30, 1866. The bank had been prosperous, and a
considerable reserve had accumulated. After a full examination of
aflairs it was voted to increase the capital to $5,000,000, in this way:
There had been $2,000,000 paid in, and there was a clear surplus, after
excluding all bad and doubtful accounts, of $800,000. This was to be
capitalized to the extent of $500,000, and the other $300,000 to be car-
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ried to reserve, and 20,000 shares of new stock were to be sold at par
and 25 per cent. premium. This netted $2,500,000, and made the paid-
up capital $5,000,000, with an unexceptionable reserve of $300,000. The
old accounts set apart because unsatisfactory to the new stockholders
were subsequently realized upon to some extent, and the proceeds paid
to the original stockholders as per agreement at the time the capital
was increased. The number of stockholders under the increased capi-
tal was 162.

At the first annual meeting after the increase of capital to $5,000,000,

held October 3, 1866, there were 38,780 shares represented out of the

0,000 shares issued. The amount due depositors October 1, 1866, was
53,570,269. and the amount of cash on hand was $1,650,308. The aver-
age amount of loans for the first three months after the increase of capi-
tal was $7,428,167.

Dividends under the increased capital were paid at the rate of 1 per
cent. per month, the first being given to the stockholders in August,
1866, out of the earnings of the previous July. These monthly dividends
were maintained antil and including January, 1875, when it was voted
to pay the dividends semi-annually, but only one of that nature was
declared. This was 6 per cent. for the first six months of 1875, amount-
ing to $300,000, and made payable in July, 187s.

The bank enjoyed a large business from the start and its growth was
rapid. There was a corresponding degree of prosperity. Stockholders
received more than they put in for capital stock in the way of dividends
‘during the first decade. The amount actually paid in was $4,500,000,
and the other $500,000 was taken from earnings in the first two years
and given in the form of a stock dividend in julg', 1866. The cash divi-
dends from the start up to and including July, 1875, were as follows :

No. Amount.
1865, for quarter September 3o.. . $ 60,000
1865, for quarter December 31... .
1866, five months............... . 250,000

$5,520,000

As is well-known, misfortune overtook the bank in 1875. The state-
ment for July 1, 1875, showed a surplus of over $1,000.000 to the credit
of the stockholders, and yet on the 26th August following, the great
iron doors of the bank were closed half an hour before the usual time,
and a crowd of several hundred soon gathered round the building. The
failure of the bank produced a profound sensation in the community,
and was followed by other failures, much uneasiness, financial distress
and general demoralization. The president is alleged to have said that
the bank would never re-open. But other men of more heroic fiber
declared that it should. D. O. Mills, the first president of the bank, was
one of those who so resolved. Others rallied round him, and a syndi-
cate was formed to put the bank again in operation on a better basis
than ever.

We need not repeat the story of 1875, further than to say that the
bank was re-opened by the syndicate formed for that purpose on Satur-
day, October 2, 1875. It was a day of great rejoicing. Cannon boomed
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from Telegraph Hill, as the iron doors were again thrown open to the
public after 35 days of barred entrance. Depositors found every dollar
of their money or in interest bearing guarantee notes for the same, sub-
sequently paid in full with interest as agreed upon. At the close of the
first day’s business it was found that the deposits considerably exceeded
the withdrawals.

The bank was rehabilitated, but not without great sacrifice and the
display of much personal courage. It was found that the surplus of
$1,000,000 and upwards could not be relied upon, and that after writing
off doubtful assets the capital was much impaired. There was but one
thing to do, and that was to make the capital good. The first assess-
ment was levied September 25, 1875, at the rate of 20 per cent. of the
capital stock. This brought in $1,000,000. Six other assessments of 10

r cent. each were levief before the end was reached. In other words,

000,000 of new capital was paid in within 12 or 15 months. It wasa
great trial to the stockholders. Some were unable to meet the demand
and surrendered their stock for less than $10 per share to others who
had the means to put up.

There were no dividends from August 1, 1875, to December 31, 1877.
In January, 1878, a dividend for the last quarter of 1877 was declared
and paid at the rate of 7 per cent. per annum. A similar dividend was
pad in the following April for the quarter ending March 31, 1878.

Business then became dull and less profitable. To lessen expenses
in the line of taxes, the bank in 1879 reduced its capital from $5,000,000
to0 83,000,000. The $2,000,000 taken out of the capital by this act was
charged to profit and loss account. The reserve was increased some-
what by the change, but otherwise it was the second heavy shrinkage of
capital heroically submitted to as incident to the business, some of it
no doubt the result of a failure to collect old accounts, which at the
time were deemed good.

Dividends were resumed in January, 1880, at the rate of 10 per cent.
per annum on the reduced capital, ﬁayable quarterly. This rate was
paid quarterly up to and including the dividend disbursed in October,
1887. " In January, 1888, the dividends were increased to 12 per cent. per
annum, payable quarterly. This rate has since been maintained.

The largest line of deposits was reported at the annual meeting in
October, 1874. At that time the aggregate resources of the bank were
$19,368,000. That was probably the best exhibit made up to that time.
Theresources October 5, 1875, three days after the re-opening, were
$14.451,700, and a year later they were $16,187,388. A period of depres-
sion in business followed, and at the annual meeting in October, 1877,
the resources were only $10,360,665. Four years later (October, 1883,)
they were $13,034,123, but fell in October, 1884, to $11,398,189. Since
;he% they have been steadily expanding, and are now reported at

15039,995.
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THE CONTRIBUTION OF CALIFORNIA TO THE
WORLD'S STOCK OF GOLD AND
SILVER, 1848-1888.

Nothing in tbe history of our epoch has exerted so potential an
influence upon the course of other events during the last half of the
present century, as the discove:?' of gold in Alta-California in 1848 and
the large amount which was added to the world’s stock of that metal,
from that quarter, in the ten years thereafter; as the immediate conse-
quence of such an increased supply of gold, an unparalleled period of
human prosperity dawned upon the world, lifting mankind as it were
out of a very slough of extreme industrial depression and distress,
coupled with a general state of political disturbance throughout
Europe. Through this cause a period of low wages with scanty demand
for labor was changed into one of abounding employment, with satis-
factory compensation alike to the laborer and to the capitalist. While
there is an enormous discrepancy to be seen in the various estimates
of the annual product of the mines of California for the whole period in
question, we are satisfied that the following figures, compiled from the
most reliable sources, afford a close aggroxnmation to the gold product
of California down to the close of 1888 :

1848-1875. 1848-1888.
$ 100,000,000 1848-1875... ..t iiil el $1,024,200,000
83,800,000
75,381,000
14,716,500
13,588.500
14,150,000

$l'ns'8ﬁ'm
Thus we see that in the third quarter of the present century, Cali-
fornia alone added no less than $924.200,000 to the world’'s stock of
old.
& The silver product of the State has been comparatively small. Begin-
ning with 1871, by half decades California may be credited with a silver
output about as undergiven :

I871-I875 . ceunrnenreienensennancoiassssasannnes $ 6,100,000
1876-1880..... Ceeeee aeeesesaceeiasaiienaneins 10,000,000
I8BI-1885. . cc it ittt ittt i ieiaes 9,965,500
$26,065, 500
1886. . 1,610,625
1887.. 1,500,000
1888.. 1,400,000
Total Silver 1871-1888........ciiiinniiiiniiiiiinns .. $30,576,125

Therefore, the total product of the money metals by California down
to January 31, 1888, was as understated:

Gold....covvviinnenn s feeeetase it aettsanacittarananas $1,225,836,000
£ 107 30,576,125
Total gold and silver 1848-1888...... ..covvvvainnnnns $1,256,412,125

—The Financial and Mining Record.



1589.] BANKING AND FAILURES AMONG BORROWERS. 145

BANKING-AND FAILURES AMONG BORROWERS.

The address of Mr. George Hague, the general nager of the
Merchants’ Bank of Ca.nada,rgto th:gs;areholders at thg? annual meet-
ing, is always replete with information and suggestions. The follow-
ing remarks, relating to the failures of customers, are worth knowing
by other persons than those to whom they were especially addressed :

“The question of failures is always a vital one for banks doing busi-
ness in %anada. It is by the number and character of the failures
amongst a bank’s customers that the quality of its business must be
judged. How to prevent failures or keep them within narrow limit is
therefore a very practical and sometimes a very pressing question both
for bankers and merchants. The great drawback of our modern trad-
ing system is the loss by bad debts. The proportion is unreasonably
:Fe in Canada. Men seldom lose much by the mere buying and

ing of imported or manufactured goods. But losses by bad debts
often eat away the profit made by a whole year’s trading. For one
failure brings ‘about another, and that another still. So the circle of
mischief goes on widening until it has spent itself.

“A condition of general trade, caused by bad crops or bad
markets abroad, or a low range of prices, ought not to bring about as
many failures as it does. ff all men had capital requisite for the
business done, and exercised due caution in carrying it on, they could
go tl;lrough the most difficult times without calling their creditors
together.

“Men should be cautious enough always to insure, and certainly
every man is bound in common honesty to insure who is in debt for
insurable property. He would not fail in that case if his premises were
tumed down. Fire is no good reason for failing; with such facilities
for insurance as exist in Canada no man who owes money has a right
to leave his property uninsured. If the cost is heavy, asit is in certain
branches of manufacture, the cost should be added to the price of the
goods he produces. For it isa part of the cost, and the neglect to count
1t such only leads to the goods being sold at less than they are worth.,

“It may seem like chi%d's play tosay that every man ought to be
prudent and cautious in conducting his business. There is, however, so
much said in these days about enterprise and push, as if these alone
were the virtues of a trader, that it 1s time for bankers to point out
that enterprise and push, without prudence and caution, are very likely
tolead aman to ruin. Mere prudence and caution without enterprise,
of course, result in stagnation. There is not much of this, however,
insuch a pushing, growing country as Canada is. "It is not so much
the whip and spur that we need, as the strong hand on the bridle to
keep us from getting into trouble. It was lately said to me by a well-
informed person that the country merchants in a certain district would
credit ‘anybody ’ to ‘any amount.” The end of that kind of trading
iseasy enough to foresee. The point of the foregoing remarks about
failures is this: When times are hard and crops are bad, the position
Ganbe met by a curtailment of trade, a curtailment of credit, and,
above all, by decreased personal expenditure. I emphasize the last.

rudence and economy will carry a man through the worst of times,
but if mengo on s nding as much in bad times asin good, there
@n be nowonder that their names will figure in the bankruptcy sheet.

10
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“There are, probably, not as many men in Canada now as formerly
who engage in a line of business of which they are ignorant. But we
still have too many. Business must, of course, be carried on in a happy-

o-lucky style. Can any one wonder that they fail? And is it not
oolishness, to go back a step, for wholesale houses to give such people
credit, and for bankers to lend them money?

*“ But anotheg reason for failure, I think, is quite as common, namely,
for traders to be tempted into outside speculations. There are always
abundance of things of this kind for a man who is willing to be
tempted. Many a man thinks if he cannot make money out of his own
business, he can make money out of the business ot some one else.
But all experience tends in one direction, viz, that such outside
ventures are follies. Whether it is in real estate, stocks or grain, for
one man that makes money, eventually there are twenty that lose, and
the one man that makes money, if {ne continues, will be infallibly
caught in the reverse of the tide. One of the worst of all excuses for
failure is that the trader went outside his own line of business.

“Of the losses made by the banks during the last five years, this, I
think, has been the most prominent cause. Parties who engage in
outside operations generally conceal them from their bankers, acting on
the reverse of the good rule previously laid down about taking counsel
with them. This kind of secretiveness brings its own punishment.
Failures are not accidents. There are always causes leading up to them.
In a majority of cases these are preventable causes. Failure comes
about, as it is certain to come, from a certain course of conduct. It
therefore follows that the greater part of the failures that occur ought
not to have occurred, and that some one was to blame. Sometimes a
large trade is done on a very slender capital. Is not a man to blame
for this? Sometimes there is a want of caution, amounting to folly, in
not insuring. Can this not be prevented? Often a business is entered
on for which a man has no training or experience. Sometimes credit
is given to everybody that asks for it, and along with this no pains are
taken to collect debts in. And finally comes speculation. Is a man
not his own master in all these ?

“The average of our failures is too high altogether. It reflects
discredit upon us as a commercial community. The effect is bad both
commercially and morally. What with men thrown out of employment
and misery in homes and families, what with a demoralized standard
of probity and honor, and what with the introduction of an element
of uncertainty into all trade operations, the effect of frequent failures
is bad. All institutions and firms that have the dispensing of credit
in their hands, and especially banks, wholesale houses and large
manufacturers, are bound in honor and common sense to reduce this
bane of business to the smallest proportions.”
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ECONOMIC NOTES.
HORSE TAX OF THE LAST CENTURY.

The proposal of the Chancellor of the Exchequer to put a tax of £1
per head on pleasure horses is, it may be interesting to know, the
renewal of a scheme recommended by a famous writer a century ago. In
his “Rural Economy of the West of England” (Vol. 1I, p. 220,) Mar-
shall, in 1794, strongly recommended a tax of a guinea a year on all
horses. He said: “In these days of famine and taxation what political
blindness must that be which suffers the produce of the country to be
consumed by animals that make no return to the magazine of human
food, nor make any adequate recompense to the community for the
expense they are hourly creating—animals that are preyingon the susten-
ance which is wanted to suppress the cravings of the species, animals
for whose support the country may be said to be now paying sums
incalculable. And surely they ought to be made accountable for an
adequate part of the debt they are lavishly incurring. A tax of
one guinea a year (on every horse, whether used in husbandry or other-
wise) for the g'rst three years, with an additional tax of one guinea ayear,
every third year, so long as sound policy shall see right (thus allowing
time for the rearing of cattle), will raise an immense revenue, will lessen
essentially the consumption of grain, and throw into the markets an
abundant increase of animal food.”- —London Times.

RAILROADS IN EUROPE,
The French Government has recently published the following statistics
showing the length in kilometers of the railroads in Europe at the close
of the year 1887 and the new construction during that year:

LENGTH OF THE RAILROADS IN EUROPE.
Additions to yoads in 1887,

Razilroads end of 1887. ~
Country. Kilometers. lometers. Per cent.
Germany...... cocee. .. ceseeressscasssses 39,570 1,221 3.18
Austria-Hungary......ccoeeeennnennn. teeee. 24,708 1,308 5.59
Belgium........... feeeieieanes terenteaceees 4,702 168 371
Denmark...... et eeennraeee sessesess 1,000 4 0.20
Spain........ P« W o | 183 1.97
France. ......ccvevvveivncncianns ceeseresss 344334 891 2.67
Great Britain .......cco00veinnenn. PN 31,608 333 1.0,
Teece. ..... P - 1.1 90 17.
taly. . iiiiiieiiiiaiaaene [ ... 11,616 438 3.92
Netherlands and Luxembourg........... veee 2,052 %4 3.29
Portugal............... teeeesiesinrecnens ... 1,829 300 19.62
Roumania........... tertiesesienanen Ceeeeae 2,351 412 21.25
Russia..... erereeaeatanreeaaas ceereeeens 28,518 820 2.96
rVid. ..l teettenieataittonanans 517 73 16.44
Sweden and Norway............... [P 8,950 1t 1.26
Turkey, Bulgaria and Roumania............ . 1,394 eee ceee
Malta................ Cerearitsensesaanens 11 cene
Totals.....ooovevvennnn cesessiecnsesss.207,939 6,471 3.31

This is equal to 129,210 miles, or far less than the railroad mileage of
the United States.

RUSSIAN FORESTRY POLICY.

Russia is more progressive than the United States regarding forest
preservation. By a recent law a commission is created, which is to have
oversight of all woodlands—whether belonging to governments, com-
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munes, or private owners. The protected timber may be classified as
follows: (ag Growing in shifting sand, and preventing it from encroach-
ing on seacoasts, navigable rivers, channels, and artificial watercourses.
(6) Those which shelter towns, villages, settlements, railways, roads, or
cultivated land, and also those whose removal would be likely to occasion
the formation of shifting sands. (¢) Those protecting coasts, channels,
and watercourses from landslips, overflows, and damage {from floating
ice as well as the formation of avalanches and torrents. The commission
is charged with the formation of plans not only for the preservation and
improvement (by thinning, etc.,) 8f existing forests, but for planting them
when they are needed. The consent and co-operation of private owners
to the application to their property of the measures devised by the
commission is to be secured whenever it can be done, but, if necessary,
the State will appraise and buy the property and execute the improve-
ments. The owners have the right, within a certain time, to buy their
property back by adding to the price paid them the past cost of the
work and six per cent. interest. Timber stealing, which is carried on
throughout the country on a large scale, is to be vigorously repressed.

Sterling exchange has ranged during July at from 4.86% @ 4.8834 for
bankers’ sight, and 4.843 @ 4.86)4 for 60 days. Paris—Francs, 5.16)% @ 5.15
for sight, and 5.183% @ 5.16% for 60 days. The closing rates for the month were
as follows: Bankers' sterling, 60 days, 4.85 @ 4.85% ; bankers’ sterling,
sight, 4.87 @ 4.87). Cable transfers, 4.87)4 @ 4.87%. Paris—Bankers', 60
days. 5.18% @ 5.18)4 ; sight, 5.16%{ @ 5.15%. Antwerp—Commercial, 60 days,
5.21%4 @ 5.205. Reichmarks (4) — bankers’, 60 days, 94% @ 95 ; sight, 9534
@ 9544. Guilders—bankers', 60 days, 40y @ 404 ; sight, 403§ @ 40v5.

Our usual quotations for stocks and bonds will be found elsewhere. The
rates for money have been as follows:

UOTATIONS : uly 1. July 8. July 1 uly 22. July 29.
Discounts? ............. 4%1@ 5;{ . s @6%. s @ 8% . s @6K . s @6
Call Loans............ ... @ 4 % 3% @3 . 3 @2 . % @2

] a -3 .
Treasury balances, coin... $154,026,198 . $153,033,469 . $154,191,021 . $184,514.701 .$154.700.811
Do. do. currency.. 19,987,691 . 20,148,102 . 20,127,196 . 20,417,275 . 20,960,784

The reports of the New York Clearing-house returns compare as follows :
1889, Loans. Specie, Legal Tenders. Deposits. Civenlation. Surplns,

July 6.... $423,405,000 . $73,155,300 . $43,312,100 . $445,797,500 . $3,953,500 . $5.018,625
' 13.... 420,880,700 . 74.241,300 . 43,376,100 . 443,945,200 . 3,933,600 . 6,630,100
** 90.... 419,356,400 . 74,357,200 . 43,552,700 . 442,620,300 . 3,927,400 . 7,284,825

Y a27.... 416,761,300 . 72,230,200 . 44,175,300 . 437,301,700 . 3,940,600 . 7,089,07§
The Boston bank statement is as follows :
1889. Loans. Specie. Legal Tenders. Deposits. Civcmlation,
July 6...... $158,211,000 .... $10,481,000 .... $4,377,100 .... $140,'78,200 .... §$2,540,800
O 413 ..... 156,675,200 ... 11,304,400 .... 4,961,000 .... 140,685,600 .... 2,541,9u0
“ 20...... 156,919,300 .... 10,710,500 . . §,185,500 .... 140,522,500 .... 2,840,300
LY 7 SR 158,439,700 ... 10,116,700 ... 4,%21,600 .... 138,376,100 .... 2,539,300
The Clearing-house exhibit of the Philadelphia banks is as annexed :
1889. Loans. Reserves. Deposits. Circnlation,
July 6...ccceiienes $101,731.000 ...  $26,041,000 .... $103,861,000 .... §$3,083,000
LI & TE 101,789,000 ... 27,759,700 ... 103.€97,000 cene 2,084,000
S 30..eese esess 101,871,000 ... 26,583,000  e..0 102,120,000  «eee 2,133,000

“ 27..:......... 101,695,000 ... 26,641,000 ... 101,451,000  .eee 2,135,000
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BANKING AND FINANCIAL ITEMS.

BANK SurPLUS.—Occasionally, after an edition of the A/manac has
appeared, a subscriber writes that an error has been made in giving his
bank too small a surplus. For example, the amount claimed by The First
National Bank, of Duluth, is $100,000, with a capital of $1,000,000. The
explanation of the difference between these figures and those which are
published in the A/manac is very simple. We publish the official figures,
and state so as plainly as possible in the book. If we published other figures
furnished to us by the banks, while having no doubt of their accuracy, they
would not be official. If other publications are willing to publish unofficial
figures as official we have nothing to say, but we must not be asked to
adopt such misleading information. We take every possible means to get
the latest and the most accurate information; and while recogoizing the
situation of a bank like that above mentioned, yet, unless our rule was
violated, we do not see how any other figures could have been used, as
there was no later official statement than the one of May 13th, which was
used by us. With respect to The First National Bank, it is the successor
of The Duluth Union, and The Merchants’ National Bank, and the healthy
increase of its surplus is a sure indication of prosperity.

A ReLiclous BANK CLock.—The Omaha National Bank has a time clock on
its cash vault which is so adjusted as to keep the Sabbath. That is, it remains
closed every seventh day. On the first Sunday in June it was changed so that the
vault could be opened. Subsequently it was not restored to its original position,
and the next seventh day fell upon Saturday, when the lock, true to its mission,

to open up for business. The result was a lockout, and the Omaha
National people were compelled to call upon their neighbors for currency with
which to transact the day's business.— 7he Omaka Financial Journal.

VIRGINIA.—Judge Pond, of the United States Circuit Court, has decided in the
ase of Lewis O. Shaner, of Lynchburg, Va., who, on being arrested for assault,
and fined $200 and costs, tendered coupons in payment, which the magistrate
refused to accept, that the tender was a legal one.

New York Citv.—Duncan Archibald Mactavish, the agent in this city of the
_&nk of British North America died at his home, at the Park Avenue Hotel, early
lpjuly. He was in his seventy-second year and was born in Scotland. While his
lu’emcompamtively uneventful, he was well known on the Produce Exchange
and in Wall street, and he had many friends and won much respect for the integrity
of his character. He came to this country over thirty years ago and his first busi-
ness engagements were in the cotton and grain exporting trade. He became
connected with the firm of Weatherspoon, Kingsford & Co., then prominent in that
line of business, and when John J. Kingsford went to London for the Bank of
British North America, the Produce Exchange house became Weatherspoon & Co.,
with Mr. Mactavish as a partner. Thirteen years ago Mr. Mactavish became the
senior agent of the bank, and devoted himself entirely to its interests. He was a
member of St. Andrew’s Society but was not connected with any other prominent
organizations or clubs.  His business life was marked by success without sensation,
and he leaves many friends won by simple merit.

New Jersey.—The name of Theodore Macknet, one of the best known citzens
of Newark, is on the bankers’ death roll for July. Mr. Macknet was born in
Newark, and was educated in the public schools. "In 1872 he was elected to the
Common Council and served two years, and he served two terms in the Legislature
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in 1871-'72. In 1879 be was the Republican and Law and Order candidate for
Mayor, but was defeated by the German Republican vote. In 1878 Mr. Macknet's
father died, and he succeeded him as president of the National State Bank. He
was also interested in various other financial institutions. After the failure of the
Mechanics’ National Bank through the defalcation for $2,500,000 of Oscar Baldwin,
the cashier, it was found that the Mutual Benefit Life Insurance Company had a
considerable deposit in the bank, and this and other circumstances led to the retire-
ment of Lewis C. Grover, the president. Mr. Macknet thereupon took charge of
the institution as treasurer, and only resigned it a year ago, when failing health
compelled his retirement from active business. Some years ago Mr. Macknet
reorganized the Young Men's Christian Association, which had fallen into decay,
procured the funds for building a handsome hall, and placed the association upon a
permanent basis of prosperity. He served as president for a number of years. He
was also an elder in the First Presbyterian Church, and was connected with local
charities, to which he was a constant contributor. Not long before he was taken
sick he gave $10,000 to a charitable institution, on condition that his name should
be withheld. He leaves a wife and daughter.

WHEN Frank Hoyt, teller of the First National Bank of Hoboken, arrived at the
bank from his home in Orange on the sth of July he was called into the directors’
room, where President Syms and several of the directors were seated, and accused
of having embezzled $18,000 of the bank’s funds. After a moment's hesitation
he admitted that the charge was true. He earnestly besought the directors to permit
him to make a compromise, saying that he had $7,000 of hisown which he would
turn over to the bank, and that he could raise the balance in a few days if he had
the opportunity. When asked why he had taken the money Hoyt said that he
had been speculating in Wall street. He began by taking small sums and
gradually increasing them, in the hope of redeeming his losses and restoring the
amount he had stolen. The directors refused to make any compromise. Police
Sergeant Marnell was summoned from headquarters and took Hoyt into custody.

ToroNTO, CANADA.—The Canadian Bank of Commerce will occupy their hand-
some new bank building on King street, during the autumn of the present year.

WASHINGTON.—Treasurer Huston has ordered that in the future the redemption
of legal tender notes by the Treasury Department shall be made on the basis of the
three-fifths rule in vogue in the redemption of national bank notes. Heretofore
the former were redeemed on the basis of the tenth—that is, a mutilated note was
redeemed at a value proportionate to the part presented, counting in tenths.
Under the three-fifths rule if that part of a note is presented it is redeemed at its
full face value, but if less than three-fifths is handed in, nothing is paid unless an
affidavit is filed, together with evidence to support veracity, that the missing portion
of the note has been destroyed. Thus, under this rule, the person presenting the
note gets all or nothing, instead of a proportionate number of tenths of the full
value.

SAVINGS BANKS IN THE SOUTH.—A most hopeful sign of the times is the
growth of the savings bank system in the South. Until 1886 Maryland was the
only Southern State which had a bank that was exclusively a savings institution.
In 1887 North Carolina, Georgia and Louisiana, these four States reporting over
23,000 depositors and nearly $6,000,000 in deposits. Each year adds new States
to the list, and it will not be long before the people will look back with amazement
upon the time when the institution was unknown throughout that portion of the
country. Both as asign of the development of thrift, and as a promoter of the
habit, the rise of the savings bank system in the South is heartily to be
welcomed.—N. Y, Evening Pos!.

*“ ENGLISH MORTGAGES” IN NEW YoRK City.—The New York correspondent-
of the Boston Advertiser says : ** One interesting fact which concerns the great
body of moderately well-to-do people is the remarkable tendency towards lower
mortgage rates wgich has characterized the local money market. We are quite
English here, you know, and it begins to look as if we should adopt London
standards in mortgages as well as in carts and coachmen. Among the mortgages
for the past fortnight have been three at 3 per cent.and 25 or 30 at 4 per cent.
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Four and a half per cent. mortgages are easily procurable on small properties up to
the ¢ gilt-edged’ line.”

Mex1co.—The Mexican Financier says that on the first of July, *‘ the Mexican
branch of the London Bank of Mexico and South America, which had been in
successful operation there for 24 years, began business under the new designation
of *El Banco de Londres en México’ (1'he Bank of London in Mexico), with a
paid-in capital of $7,500,000. The bank has been reorganized, and will no longer
be coanected with the parent institution in London, having become a purely Mexi-
can jon, the London people, however, taking $1 000,000 of the capital,
and Mexican stockholders $500,000. Thus the new bank, while retaining the
strong financial connection which the holding of so large a portion of its stock in
London necessarily gives it, gains in the acquirement of local influence here.”

NEw YorK.—The Superintendent of the Bank Department is determined that the
act of 1885, which prohibits a person or persons not subject to the supervision of
the Bank Department from using a business sign or letter heading that indicates
that his or their place of business is the place of business of a bank shall be
observed, and is in communication with several district attorneys touching the pros-
ecution for the $1,000 penalty for its violation. It is also being urged that the
latter part of the law of 1885, which exempts persons doing a banking business at
the time of its passage from the above penalty, is unconstitutional, and that it
affects all private bankers. This question is now under consideration.

New York CiTy.—The returns of the condition of the forty-five national
banks in New York city at the close of business on the 12th of July have just been
compiled by the Comptroller of the Currency. The total resources of the banks
are 553,565,900, against a total on June 30, 1888, of $500,228,565. The loans
and discounts this year foot up $309.442,460, against $276,419.026 last year The
United States bonds deposited to secure circulation are only $s5,065,000, against
$9,420,000 a year ago, and the bonds to secure deposits have fallen to $6,290,000,
against $10,070,001 in 1888. Other stocks, bonds and mortgages are now reported
at $21,096,367, against $18.125,273 a year ago. The real estate, furniture and
fixtures of the banks is now worth $10,587,363. The exchanges for the Clearing
House foot up $66,758,889. The gold coin now held amounts to $7,093 167 ; the
gold Treasury certificates to $50,449,360 ; the silver dollars to $210,109, and the
silver Treasury certificates to-$3,741,874. The gold coin held a year ago amounted
10$7.780,075 ; the gold certificates to $54,687.250; Clearing House certificates to
$7,999,000, the silver dollars to $407,631, and the silver certificates to $2.251,187.
The legal tender notes are $26,328,036, against $23,444,696 in 1888. The column
of liabilities discloses a paid-in capital stock of $48,850,000, against $49,100,000 in
1838; a surplus fund of $33,052,906. against $31,636,319 ; undivided profits of
$11,967.798, against $9,442,100, and outstanding bank notes amounting to $4,-
043.640, against $7,767,480. Individual deposits are $261,460,362, against $240,-
473,298 in 1888. The reserve fund held is this year twenty-seven and eight-
bundredths per cent., against thirty and thirty-four hundredths per cent. a year
ago.

CINCINKATI, OH10.—Mr. George \W. Forbes, whose death is published else-
where, was born in Tracy, New York, July 1st, 1841 ; and in 1858 was appointed
teller of the Bank of Lansingburgh in that State. In October, 1860, he went to
the Ohio Valley Bank in Cincinnati, and four years afterward was elected cashier of
the Ohio National Bank of that city. In January, 1866, he was elected assistant
cashier of the First National Bank, of Cincinnati, where he remained until October,
1830, when he assisted in organizing the Citizens’ National Bank, and was elected
1ts cashier, and filled this position till his death. Mr. Forbes was a gentleman by
?qture, affable, courteous, true to every trust, without enemies and having many
riends. 3.

THe SEVENTY-TWO MILLIONAIRES.—The New York World says that while
there are hundreds of millionaires in New York city alone, there are in the United
States, according to a statement now being extensively copied and commented on,
and which has excited grave fears for the future of this country in the bosom of the
Saturdsy Keview, seventy-two men ** whose combined wealth equals the national
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debt.” As an example of the current exaggeration about millionaires, this list has
been shown by the writer to one of the best known, most conservative and wide-
awake operators in Wall street—a man who knows personally most of the persons
referred to, and who has for years made a study of every great financial operation
in this country. This is the way he cuts away the popular estimate of the wealth

of most of these seventy-two richest men in the country:

Popular Prodadly

Names. Estimate, Accurate.

E. B . Coxe........ooivvviiieienannes $20,000,000 $9,000,000
L. Z. Leiter............. 10,000,000 Less than s,000,000
L. P.Morton.....cooovvvaes P .. 10,000,000 Less than 2,000,000
A. ). Drexel............. vee seesenen 20,000,000 Probably correct
Claus Spreckles..........ocuvueensn ..« 20,000,000 Probably correct
Philip Armour......c.ovvvinninns «eve.  25,C00,000 Probably correct
Johnl. Blair .........ccc0iiinie «es 40,000,000 15,000,000
Robert Bonner.........ccoevvenennee 6,000,000 3,000,000
J.J AStOT cove tiiiiiiiiiii i 100,000,000 75,000,000
W, Astor......... Ceieeeteirsennaaaes 100,000,000 75,000,000
C. P. Huntington . 40,000,000 30,00C,000
Mont, Sears..... 12,000,0C0 5,000,000
Geo. M. Pullman 5,000,000 Probably correct
B. P. Hutchinson.............c.o.un. 8,000,000 Probably correct
George Ehret................ 5,000,C00 Probably correct
Russell A, Alger.........coveevienens 5,000,000 Probably correct
John P. Jones... .......ciciviiinnns 15,000,000 Less than 1,000,000
Marshall Field..............co0vinne 15,000,000 Probably correct
John D. Rockefeller............ eeesss 60,00,000 40,000,000
H. Flagler .........coviviiiiinnnnne, 15,000,000 12,000,C00
John J. Jennings........... [ 5,000,000 ceeeee
Cornelius Vanderbilt................. 110,000,000 . 50,000,000
Wm. K. Vanderbilt............ essse. 85,000,000 45,000,000
F. W. Vanderbilt,......... eeeee veees 16,000,000 12,000,000
G. W, Vanderbilt . 15,000,000 12,000,000
Jay Gould....... . 75,000,0C0O 60,000,0c0
P. T. Barnum......... . 5,000,000 2,000,000
W. H. English .. ...... tecsssassss 5,000,000 2,000,000
Andrew Carnegie...........cco0u0 .. 40,000,000 10,000,000
D. W. Bishop...... .. coeievinnnnn .. 15,000,000 I,5C0,000
Geo. W. Westinghouse........ Cevens 20,000,000 8,0c0,co0
Geo. S. Crocker.....ccoovvenvnnss .... 12,000,00c Estateof Chas. Crocker. 25,000,000
Anson P. Stokes Mrs. Anson P. Stokes.... 5,000,000
J. W, Mackay.............. 15,000,000
James G. Fair................ cereens 15,000,000
Leland Stamford ............. Ceeeeee 40,000,000 39,000,000
Charles Pratt..... 10,000,0C0
George W, Childs...... 5,000,000
John Wanamaker. 3,000,000
Warner Miller..... Less than 1,000,000
W. H. Windom........... . Less than 1,000,000
Sidney Dillon.............. censeseras 4,000,000

NOTICE.

“The NATIONAL BANK OF LEBANON, located at Lebanon, in the State .of
Kentucky, is closing up its affairs. All note-holders and others, creditors of
the association, are therefore hereby notified to present the notes and other

claims against the association for payment.
R. E. KiIrk, Cashier. ,
LEnaNoN, Ky., May 18, 1889.
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NEW BANKS, BANKERS, AND SAVINGS BANKS.
(Monthly List, continued from July No., page 76.)

State. Place and Capital. Bank or banker. Cashier and N. Y.Corvespondent.
N. Y. City............ Manhattan Trading Co.. fereeeeiees
$20,000 (W. W, Carner & Co.) . cieeas
ALA.... Fort Payne... Fixst National Bank..... Chase National Bank.
$50,C W. P. Rice, £. G. E. Lathrop, Cas.
# .. Huntsville. .... Flrst National Bank. ... ..ocveieeeens

$125,000 James R. Stevens P, Joseph Martin, Cas.
W. H. Echols, V. P
e .. Sheffield........ Bank of Commerce...... Importers & Traders Nat. Bank.
$150,000 Wm, L. Chambers, 2. John M. Hamiilton, Cas.
A. H. Kgller, P P. C. A. Abbott, Ass'¢ Cas.
ARK.... Arkadelphia.... Citizens Savin “fs Fourth National Bank.
$50,000 Robt. Hme, P Chas, E. Neeley, Cas.
John R. Dale, }. P.

+ .. Batesville...... Bank of Batesville....... Bank of America.
$25,000 J. S. Handford, P. Henry H. Hinckle, Cas.
D. C. Ewing, V. P. Jno. Q. Wolf, Ass't Cas.
« .. Camden, ...... Camden National Bank. Chemical National Bank.
$50,000 Chas. N. Rix. P. Chas. K. Sithen, Cas.
W. E. McRae, V. P.
» .. Malvern........ Bank of Malvem tesese  ssessecssees
$25,000 Wm. H Cooper. P Francis M. Smnth Cas.
Henry A. Buller V. P
» .. Paragould. .... Bank o Para.gould...... Hanover National Bank.
$15,000 Calvin Wall, P. E. S. Bray, Cas.
W. H. Jones, V. P,
_CaL.... Los Gatos...... Commercial Bank....... National Bank of Commerce.

$60,000 Chas. F. Wilcox, P Jos. R. Ryland, Cas.
F. H. McCullagh, V. P
GaA..... Atlanta.. ...... Atlanta Tr. & Bk'g Co.. ~ ...........e
$105,000 Wm. A. Hemphxll P Alonzo Rlcha:dson. Cas.
A. D. Adarr, F,
Chas. B. Wlllnnson.P P.
» .. Cedartown..... First National Bank..... Chemical National Bank.
$50,000 C. L. Hardwick, P.
W. T. Gibson, V. P. ]J. O. Hardwick, Cas.
« . Griffin..... . Merchants & Planters B. Importers & Traders Nat. Bank.
$40,000 Joseph D. Boyd, P. David D. Peden, Cas.
S. Grantland, V. P. ]J. C. Brooks, Ass't Cas.
ILL..... Englewood..... First National Bank..... .
$100,000 A. S. Green, P. Frank Leland " Cas.
» ..Ladd.......... Farmers & Miners Bank. Atlantic Trust Co.
$25,000 Glenn W. Traer, P. Frank Roberts, Cas.
John W, Blee, V. P.

IN. T... Guthrie........ B. of Indian Territory.  ............
50000 Norman C. Raff, P. Vincent Wallace, Cas.
Iowa .. Kalona... .Wm. H. Palmer........
# ..Newell......... Miller & Chaney.
$15,000
Kaxk.... Alma.......... Alma State Bank........ Hanover National Bank.
$17,5c0 Chas,. Ross, P. Louis Palenski, Cas.
Fred. Lutz, V. P.
s ., Burns.......... Citizens Bank.......... .
$10 600 (1. W. Daﬁgett.)
s ..Courtland...... Exchange Bank......... ...
$5o.ooo F. Everest, P. C. Everest, Cas.
E. G. Armsby, V. P.S. Everest, Ass’t Cas.
.a .. Halstead....... Halstead Bank.......... Chase National Bank.

$50,000 Martin S. lngﬂls, P. John H. McNair, Cas.
Jacob Linn, V. P,
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State. Place and Capital.
KY..... New Haven....
« .. Vanceburg. ....
$25,000
Monroe.. ......
,000

La......

Mass. .. Chelsea,......

Chelsea,
$100, ooo

. Granite Falls. ..
$50,000

. Sandstone......
$5,000
. Two Harbors..

MINN..

Miss.... Vicksbur,

......

Mo..... Brunswick. ....

$50,000

.. Carrollton. ....
$100,000

.. Perryville.. ....
7,000
. Republic. ......

. St. Joseph.
$100,000

NEB.... Aurora...

« e e

. Crawford$.{8. vee
$a5,000

. Liberty.........

50,000
.. Pawnee City...
$60,000

. Randolph. .
$25,oeo
. Sidney.........

N.J.... Keyport........
$59,000

. Paterson.......
$200,000

.. Tuckerton. ....
$50,000

erreeae

$100,0c0

.. Le Roy.......

Port Jefferson..
$25,000

.. Central Savings Bank.

. Bank of Le Roy.........
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Bank or Banker, Cashier and N, Y. Corvespondent.
Sylvester Rapier & Co...  ...........
Deposit Bank........... Fourth National Bank.

S. Ruyless, P. A. H. Parker, Cas.
Monroe National Bank.. Mechanics National Bank.
L. D. Mcl..a.in, P. J. A. Conway, Cas.
H. Meyer, V. P,
. Winnisimmet Nat. Bank. ... .........
Alfred S. Foster, P. Edward H. Lowell Cas.
Granite Falls Bank...... Fourth National Bank.
John A. Willard, P. John G. Dodsworth, Cas.
John S. Johnson, V. P. P. O. Lieber, , Ass't Cas.
Bank of Sandstone...... National Bank of the Republic.
Wm. H. Grant, Jr., P. J. S. Johnson, Cas.
Sellwood, Burke & Co... National Park Bank.
D. A. Burke, Cas.

Cottonwood Co. Bank... Ninth National Bank.
Geo. M. Laing, P. Wm. A. Smith, Cas.
Thos. C. Collins, .

Peoples Savmgs Bank... ...
C. 0. Wllhs.P W. H. Fitz Hugh, Sec. & Treas.
A. J Lewis, V. P.
First National Bank Hanover National Bank.
Joseph M. Perry, P. Alonzo M. Dumay, Cas.
JohnF, Cunmngham V.P.
National Park Bank.

First National Bank.....
P. W, E. Hudson, Cas.

J. R. Clinkscales,
W. D. Shanklin, V. P.

Chase National Bank.
Thos. L. Phillips, Cas.

Phillips & Tucker

Bank of Regubhc ...... Fourth National Bank.
Geo. W, O‘Neal P. Will W, Coover, Cas.
Wm. E. Hood, V. P.

Hanover National Bank.
Louis Hax, "P. Manfred M. Riggs, Cas.
Wm. G. Fairleigh, V. P.
Geo. W, Clawson, I, P.
Aurora State Bank..... Chemical National Bank.
D. E. Thompson, P. A.G. Peterson, Cas.
.............. Chemical National Bank.
John R. Clark, ». Chas, J. Grabill, Cas.
Francis C. Grabill, V. P. Arthur E. Callihan, 4ss'¢ Cas.
First National Bank.....  .......... .
E. E. Harden, P. H. A. Harden, Cas.
Farmers National Bank.. Hanover National Bank.
Chas. T. Edee, P. Chas, E. Casey, Cas.
W. D. Hartwell, Ass’¢ Cas.
. Security State Bank..... Chase National Bank.
R. L. Oxford, P. E. F. Walden, Cas.
American Bank......... Chase National Bank.
A. S. Raymond, P. Geo. E. Taylor. Cas.
J. J. Mclntosh V. P. J. M. Bc(ts, Ass't Cas.
Keyport Banking Co.... Importers & Traders Nat. Bank.
Michael Taylor, ‘P, Garrett S. Jones, Cas.
Thos. S. R. Brown, V. P.
Paterson National Bank. National Bank of the Republic.
Wm. Strange, P. Henry C. Knox, Cas.
H. B. Parke, V. P.
Tuckerton Bank........ ... ...,
Francis French P. Frank R. Austin, Cas.
Geo. W, Mathis, V P.
Seventeenth Ward Bank. Fifth National Bank.
Thos. C. Smith, 2, Wm. H. VVebster, Cas.
E. A. Walker, v P

Importers & Traders Nat. Bank.
Wm. Lampson, P. Butler Ward, Cas.
M. P. Lampson, V. P.W.C. Donnan, Ass't Cas.
Bank of Port Jefferson... Chase National Bank.
H. M. Randall, P. E. M. Davis, Cas.
Jas. E. Bayles, V. P.
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Sate. Place and Capital. Bank or Banker. Cashier and N. V. Correspondent.
Pexx... Hyndmn. . Nat. B. of South Penn.. ............
so.ooo John K. White, P T. J. Wilson, Ca.r.
e .. Yorkieeaiio.n.. Smyser, Bott & Co......  ........
S. C.... Charleston..... Miners & Merch. Bank. . oy Mercantile National Bank.
$mo,ooo Theo. D. Jervey, P. Arthur Lynah, Cas.
Caspar A. Chisholm, V. .
¢ .. Lancaster...... Bank of Lancaster...... Hanover National Bank.
$50,000 Leroy Springs, 2. Waddy C. Thompson, Cas.

D. A. w:yilu.ms, V. P.
¢ . St. Matthews. .. St. Matthews Sav. Bank. @ ... .......
W. T. C. Bates, . John, W, Zlmmerman. Cas.
Philli Rnch V. P
Texas.. Brady.... ..... McCulloch County Bank. Chemical National Bank.
E. M. Longcope, P. Mike L. Woods, Cas..........
E. J. Marshall, V. P,

¢ ..Bryan......... Merch. & Planters N. B. Hanover National Bank.
$100,000 J. N. Cole, ~. J P Burrough, Cas.
H. R. Hearne, V.P.A D. McConnice, Ass'¢ Cas.
¢« .. Henrietta,...... Farmers National Bank. @ .,........ .
$50,000 John G. James, P. F, B. Wyatt, Cas.
A. K. Swan, I". P. Commercial National Bank.

* . Longview...... First National Bank..

$50,000 J.R. Clemmons, 7. T. E. Clemmons, Cas.
* .. McGregor...... First Vauonal Bank..... ....... s
$50,000 A. ). Sewell P Chas. F. Smith, Ca.r.
LI Stzpbenvﬂle.... Erath Co. Nat Bank.... L.l
. $50, M. S. Crow, P G. W, Gemry, Cas.
Utam.. Sakt Lake Cny. Deseret Savmgs Bank... ... .
$100,000 John Sh P EhasA Smith, Cas.
Moses Thatcher, 3
* .. Salt Lake City. Utah Com. & Sav. Bank. Chase National Bank.
$20c0,000 Francis Armstrong, P Melvm E. Cummings, Cas.
P. W. Madsen, V. . E. Pomeroy, Ass't Cas.
Wasi, Tacoma........ Citizens National Bank ..........
$100,000 O. B. Hayden, P. L. J. Pentecost, Cas.
Quesec Montreal. .. .... Bank of Montreal....... Bank of N. Y. N. B. A.

(West Erd Branch.) D. B.Macpherson, Subd Agent.

CHANGES OF PRESIDENT AND CASHIER.
(Monthly List, conlinued from July No., page 78.)

Bank and Place. Klected, In place ¢/f.
AR1z... Consolidated B.of TucsonTucson L. M. Jacobs, Cas....... D. Henderson,
ARK.... Merchants Bank, Fort Smith. .. C. S. Smart, Cas........ John S. Park.
~LaL.... Consolidated N. B., San Dlego J H. Barbour, Act'g Cas.  ........
CoL.... Boulder Nat. Bank Boulder... I. L. Bond, Cas ........ Chas. L. Spencer.
Coxx... Guflford Sav. Bank Guilford. . Harvey W, Spencer, 7.. Chas. Gnswold
¢ .. First Nat. Bank, New Haven .. Pierce N. Welc ch, P.. ...
LI Wﬂlimantic Savil{ss Bank, % Silas F. Loomer, P...... Edwin A. Buck.
illimantic. ¥ Noah D. Webster, 7reas. F. F. Webb.
Dax.... Dakota Loan & Tr.Co., Canton. T. J. Fosdick, #......... J. S. Meyers.
DEL.... Delaware City N. B., Del. City. Henry Cleaver, P........ Chas. G. Ash.*
ILL..... Drovers Nat. Bank, Chlcago . Edward ’I‘nlden, Ass't C. ...
+ .. National Live Stock Bank, Levi B. Doud, ~... . Elmer Washbum
Chicago. | Geo. T. Williams, v, "P. Sam'l. M. Nickerson
« .. Second Nat. Bank, Danville... A. R. Samuels, Cas..... Thos. S. Parks.
+ .. Tremont Bank, Tremont...... A. D. Davis, Cas........
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Iowa...

Kan....
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Bank and Place. KBlected. In place of
First National Bank, F. W, Clarke, Cas...... E. J. Bush.
Creston. % M. D. Smith, Ass’¢ Cas.. F. W. Clarke.
. Dubugue County B., Dubuque. Jas. J. Murray, Cas.......  ceieinen
First National Bank, Coldwater. Wm. D. Weiler, Cas.... John P. Jones.
. First National Bank, | £has. B Wlinsan, £,
Garden City. J. A  Patton, Cas.......  ccieeeen
.. Harper Nat. Bank, Harper.... B. J. Wrightsman, 4. C. A. M. Dumay
.. First National Bank, } James M. Naspy, /", P..
Herington. | Geo.A. McMillan,"4.Cas.  ........

.. First Nat. Bank, Junction City.
. First National Bank

Thos B. Kennedy A. C. )as. W Ba.rney.
Geo. S. anhop, e

Mankato. } C. Angevme. 1P Geo. S Bushop.
KY..... Farm, & Trad. N.B.,Covington. J. H. Merriman, P.. . James S. Wayne.
. . First National Bank Geo. C. Long, P.... ... S. R. Crumbaugh.
Hopkinsville i Thos. W. Long, Cas.... Palmer Graves.
ME..... Nat, Village B., Bowdoinham,. S. W. Randall, ~....... Jno. Coombs.
Mass. .. Fitchburg Nat. B., Fitchburg.. Wm. J. Stearns, Cas.... H. G. Townsend.
« .. Cape Ann Nat. B, Gloucester. Henry Center, Acf'g C... cene
" . Nat. Exchange Bank, Salem... S. G. Symons, 4ss’f Cas.  ........
MINN. .. Metropolitan Bank, E. J. Edwards, ~P....... S. P. Channell
Minneapolis. i J. T. Wyman, I". P..... E. J. Edwards.
» .. First National Bank, Morris... F. L. Pierce, V. P....... Albert DeKay.
Mo..... Peoples Savings Bank, R. Hawkins, V. P......  .......
Chillicothe. | Wm. B. Leach, Cas..... R. Hawkms.
# .. Merchants Nat. B., Kansas City. J. W. Barney, Cas....... . G. W. McKnight.
¢ .. Nat. Bank of Rolla Rolla..... ‘:l S. ang VPP Joswhlga;npbell.
enry Angert, . irkpatrick.
. . First National Bagtk'Charlu B. F. Becker, V. - Henry Angert.
W W, Kleratnck "Cas. J E. Stonebraker.
¢ .. Saxton Nat. Bank, St. Joseph.. S. C. Woodson, ~....... A. M. Saxton*®
MONT .. Stock Growers N. B Miles City. C. L. Merrill, 4ss't Cas. . E. C. Batchelor.
NEgB.... State Bank, Beaver Crossing.. M. W. Warner Cas..... T. E. Sanders.
" . State Bank, Cums.... ........ (’g Lh‘l Vchmberlfe.y. Ca.r jnrcv B.PCruzeu.
arter, ceese Jo W, Price.
’ - Bank of Grafton, Grafton. % G. S. Montgomery, V.P.
J. T. Hinkley, Ca.r ..... . R. C. Price.
" . First National Bank, { Geo. H. Pratt, C e iiee.es
Hastings. )} James N. Clarke Cas .. Geo. H. Pratt.
" . Farmers & Merchants Bank, ﬁ g ﬂi‘:sh CI’:: st
Hayes Centre. | [ 'R’ Likes, Ass't Cas...  .oooovns
» . First Nat. Bank, Holdrege... ? E.RMta'aul, Cf‘;:.r ....... jal:esFN Chlilée
no. ark, P....... ohn Fi ra
¢ .- First National Bank, . ) DD, Muir, Cas...... 0. John R. Clark.
-<ncoln. { C. s, Lippincott, 4ss* C.~  ........
. . Nehawka Bank, Nehawka..... David C. West, Cas..... Chas. C. Parmele.
" . Platte County B. , Platte Centre. H. H. Bulkele Cas... Geo.H.Stevenson.
. . Bank of Commerce, Sterling... J. E. Barrett, P......... T. P. Renshaw,
( James D. Russell, P..... .
» .. Bank of Russell & Holmes, Chas. A. Holmes, V. P..
Tecumseh.} Warren H. Holmes, Cas.
G. D. Bennett, Ass't Cas.
N. J.... Peoples Bank, Sea Isle City.... Lewis M. (,resse, Cas.... Carl Vollker
N. Y... Nat. Union Bank, Kinderhook James Bain, P....... . S. H. Wendover.*
» .. First Nat. Bank, Port Henry... F. S. Witherbee, V. P.. S .H. Wi itherbee.
" Peoples Bank, Potsdam . .... . D. Barry, Cas. .. Will L, Pert,
. . First Nat. Bank Poughkeepsie. F. E. Whipple, Cas. Zebulon Rudd.
OHI0... Citizens Bank, Beverly ...... . Oliver Tucker, P.. E. S. McIntosh.*
. . Citizens Nat. Bank, Cincinnati.. Geo. Peck, Act’ Ca Geo. W. Forbes.*
#» . Teutonia National Bank, % Fred. Relbold veee reeanes
Dayton. | J. Schumacker. A.r.r'r C e eeeees
" . First National Bank, Plymouth. W. B. Cuykendall, 2.... J. Brinkerhoff.
" First Nat., B., Upper Sandusky. ﬁha‘: F. Pbgmb, Cas.... '!M ABaMaxwell
ORE La Grande National Bank .Anson, P............ . Baker.
’ : R. J. Rogers, V. P...... H. Anson
La Grande.{ F.

S. Slater, Ass't Cas...

* Deceased.
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Bank and Place
PEKN... Delaware Co. Tr., S. Dep. &
Title Ins. Co., Chester.
. . First Nat. Bank, Johnstown..
-
-

. Tradesmens National Bank

. Kensington Nat, Bank, Phila.. E. A. Landell,

OF NEW NATIONAL BANKS,
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Electea. In place of.

% J. A. G. Campbell, Treas .Thos. Lees.
. J. E. Sedlmeyer, Ac!'gC

. Theo. M. Delany,
Frank G. Rogers, Cas... John Castner

!

Philadelphia. | J. A. McKee, Ass’¢ Cas.. Frank G. Ro
TENN .. Third Nat. Bank, Chattanooga Edgar Mcl(enney. A, C.C. R. Gaskill,
TeXAs.. First National Bank, %d Longcope, P. J. M. Malone.
Lampasas. 7 E. J. Marshall, Cas .E. M. Longcope.
» . First Nat. Bank, Marshall...... E. J. Fry, V. P. ceeeeenes
» . First National Bank, ¢ F. M. Kinsey, P ...C.C. Whne
Montague. 1 D. %Jgrdan, V.P.. ; !‘i‘ ll'gmse)l"
. . C. ibson, F........ . T. Patrick.

e .. First National B&?"" hachie 3 R. G. Phillips, Cas...... C. W. Gibson,

axa *{ R. M. White, A4ss¢ Cas.. ). P. Burrough.

v . Wolfe City N. B., Wolfe City.. C. E. Craycroft, Cas.... Geo.W.Eastwood.
UTAH . First Nat. Bank, Provo ........ Thos. R. Cutter, V. P . John Sharp.
Va... .. Front Royal National Bank, 1 D. C. Cone, Cas.. . James H. French.

Front Royal. 1 Jas. A.Sommerville, A.C. ........
ONT... Imperial B. of Canada, Fer; C. H. Wethey, Ac?'g M. E. Hay.
N. B Me;chB of (Bjaﬂafdl?i {(fmca ine. H. Irwin, M'g'r..... e... Geo. C. Tyre.

. B... Merchants of Halifax, §

Bathurst. | G. A. Dudley, Agent.... W. R, Racey.

OFFICIAL BULLETIN OF NEW

NATIONAL BANKS.

(Monthly List, continued from [uly No., page 78.)

Name and Place.

National Bank of South Pa....
Hyndman, Pa.

First National Bank...........
Fort Payne, Ala.
Vernon National Bank
Vernon, Texas.
Camden National Bank ......
Camden, Ark.
First National Bank...........
Huntsville, Ala.

Farmers National Bank........
Henrietta, Texas.
Citizens National Bank........
Tacoma, Wash.
Merch. & Planters Nat. Bank..
Bryau, Texas.
Pulaski National Bank
Pulaski, Va.

Paterson National Bank.......

Paterson, N. J
First National Bank...........
Englewood, I11.

Winnisimmet National Bank..
Chelsea, Mass.
First National Bank...........
Cedartown, Ga,

President. Cashier. Capital.
John K. White,
T. J. Wilson, $50,000
W. P. Rice,
G. E. Lathrop, 50,000
Alfred M. Britton,
S. W. Lomax, 100,000
Chas. N. Rix,
Chas. K. Sithen, 50,000
James R. Stevens,
Joseph Martin, 125,000
John G. James,
F. B. Wyatt, 50,000
O. B. Hayden,
L. J. Pentecost, 100,000
J. N. Cole,
J. P. Burrough, 100,000
J. H. Caddall,
W. F. Nicholson, 50,000
Wm. Strange,
Henry C. Knox, 200,000
A. S, Green,
Frank Leland, 100,000
Alfred S. Foster,
Edward H. Lowell, 100,000

C. L. Hardwick,

J. O. Hardwick, 50,000
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No. Name and Place. President, Cashier. Capital.
4076 First National Bank .......... A. J. Sewell,
McGregor, Texas. Chas. F. Smith, so,000
4077 First National Bank......... .. J. R. Clemmons,
Longview, Texas. T. E. Clemmons, 50,000
4078 Farmers National Bank........ Chas. T. Edee,
Pawnee City, Neb. Chas. E. Casey, 60,000
4079 First National Bank........... J. R. Clinkscales,
Carrollton, Mo. W. E. Hudson, too0,000
4080 First National Bank. .......... E. E. Harden,
Liberty, Neb. H. A. Harden, 50,000
4081 Erath County National Bank.. M. S. Crow,
Stephenville, Texas, G. W. Gentry, 50,000
4082 Monroe National Bank........ L. D. McLain,
Monroe, La. J. A. Conway, 60,000

CHANGES, DISSOLUTIONS, ETC.
( Continued from July No., page 79.)

ALA.... Huntsville, .... National Bank of Huntsville, now First National Bank,
same officers.
ARK ... Batesville...... Hinkle & Wolf succeeded by Bank of Batesville.
s .. Camden....... Bank of Camden succeeded by Camden National Bank,
same officers.
GA..... Atlanta........ Georgia Security Investment Co. has been succeeded by the

Atlanta Trust & Banking Co.

s .. Cedartown..... Hardwick & Co., now First National Bank, same correspond-
ents,

ILL..... Jacksonville.... Hockenhull, King & Elliott, now Hockenhull & Elliott.
# ,.Tremont....... Tremont Bank (A. J. Davis), now A. J. & A. D. Davis,

proprietors.
Iowa... Newell.... .... Miller & Gordon has been succeeded by Miller & Chaney,
same correspondents.
s .. Tabor......... Tabor Bank (F. C. Johnson), now Gregory & Johnson,
proprietors.
KAN.. . Alma...... .... L. Palenski & Co., now Alma State Bank, same correspond-
ents,
. . Edmond....... Bank of Edmond (Lobsitz & Pfaff), now C. R. Miller & Son,
proprietors.
s .. Halstead.. .... Halstead National Bank has gone into voluntary liquidation,

and succeeded by the Halstead, same officers.
« .. Junction City... Kennedy & Kennedy have retired from business.
» .. Meade......... Citizens Bank has gone into voluntary liquidation,

.. Meriden..... ... Bank of Meriden has paid all liabilities and retired from busi-
ness.
» .. Newton..... ++« German National Bank has gone into voluntary liquidation.
MICH... Ironwood...... Miners & Merchants Bank (Perry & Bingham) have closed

out ; no successors.
MINN.. Granite Falls... Granite Falls Bank (J. A. Willard & Co.), now Granite Falls
Bank, incorporated.
» .. Windom......, Farmers Bank succeeded by Cottonwood County Bank.
Mo..... Perryville...... Furth & Wilson, succeeded by Phillips & Tucker.
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NEB.... Aurora......... Aurora Exchange Bank, succeeded by Aurora State Bank.

¢ ..Aurora........ Hamilton County Bank has been incorporated, same officers
and correspondents.

s .. Beaver City.... Commercial Banking Co. has been incorporated.

s .. Creighton...... Bank of Creighton (Robt. M. Peyton), now State Bank of
Creighton, same correspondents.

« .. Lincoln...... .. German Banking Co, now German-American Investment
Co., same officers.

» .. Tecumseh. .... Russell & Holmes, now Bank of Russell & Holmes, incor-

porated.
N. J.... Barnegat Park. Bruen & Farrow, succeeded by William Livingston Bruen.
N. Y... Adams........ Adams National Bank has gone into voluntary liquidation,
and succeeded by the Farmers National Bank.
» ., LeRoy........ National Bank of Le Roy, succeeded by the Bank of Le Roy,

same officers.
PENN... Chester.... .... Chester Bank & Saving Fund has merged into the Delaware
County Trust, Safe Deposit & Title Insurance Co.

VA. .... Radford ....... Francis, Conway & Hubbert has been succeeded by Burton,
Hubbert & Co.

WaAsH.. Tacoma. . .... Citizens Bank, now Citizens National Bank, same officers
. and correspondents.

DEATHS.

ANDERSON.—On July 3, aged sixty-three years, L. G. ANDERSON, President
of First National Bank, Franklin, Ohio.

AsH.—On July 15, aged forty-nine years, CHARLES G. AsH, President of Dela-
ware City National Bank, Delaware City, Del.

FoRrBES.—On June 22, aged forty-seven years, GEORGE W. FoRBES, Cashier
Citizens National Bank, Cincinnati, Ohio.

JoHNsoN.—On July 13, aged seventy-five years, SILVESTER JOHNSON, New
Haven, Ky.

LEACH.—On July 30, aged fifty-one years, GEORGE C. LEACH, President of the
Peoples National Bank of Roxbury, Boston, and Treasurer of the Eliot Five Cent
Savings Bank, Boston, Mass.

MACTAvVISH.—On July 8, aged seventy-two years, D. A. MACTAVISH, agent
of Bank of British North America, New York City.

SAXTON.—On June 27, aged sixty-eight years, A. M. SAXTON, President of
Saxton National Bank, St. Joseph, Mo.

WeBB.—On July 8, aged fifty-eight years, JosepH C. WEBB, Cashier of
National Exchange Bank, Salem, Mass.
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SOUTH AMERICAN TRADE AND BANKING.

For several years the opinion has been growing that the people
of the United States should engage more largely in trade with
South America. This opinion has been heard most loudly in times
when trade was stagnant at home and prices were declining. It
was said that if the South American markets were fairly opened
to American producers, the surplus in this country could be sent
there, and thus better prices be obtained for the portion consumed
in our own country. On the other hand, it has been maintained
by American producers that the home market was worth far more
than the foreign, and that the point to keep steadily in sight was
the securing of the home market firmly and for all time. Our’
country has become so great, and is growing so rapidly, that it
forms a sufficient market to employ the energies and the capital
of all producers and exchangers. Consequently, the thought of
conquering the South American market, as a reservoir for our sur-
plus product, has not been very strongly entertained by those who
are the most largely engaged in production and exchange. In
truth, the opinion or sentiment that such an extension should be
made, has often been the expression of newspapers and of persons
who are less directly concerned in production. If this were not
so, if the producer had felt very deeply that the foreign market
was essential to his permanent success, he would long ago have
found one somewhere. The fact that he has taken so little interest
in securing markets, either in South America or in other countries,

1
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is the strongest proof that, until the present time, he has not
thought very seriously of trusting to this mode of relief whenever
a surplus has existed at home, or prices have been declining.
While this will not be questioned, it is also true that his con-
ditions have, within a few years, in many regards, changed, and
the question may now be asked whether the fullness of time has
not come in which he should seriously complete such arrangements
as are needful to extend his trade to other countries, and par-
ticularly to South America. One objection at the threshold may
be put out of the way. The free trader has affirmed that if free
trade only existed in this country, foreign markets would be open
to the American manufacturer and exchanger at all times, and,
therefore, when a plethora of products existed at home they could
be sold abroad. Hence he argued that free trade is éverything
for the manufacturer, because it secures to him wider markets than
those he now possesses. At present a high wall exists around him.
He cannot compete with foreign nations if he would, and, there-
fore, in times of depression he must suffer from the system under
which he is living. But the reply to this, it seems to us, is quite
conclusive. If free trade existed in this country, doubtless the cost
of manufacturing would be lessened, labor would receive a lower
reward, every producer would get less for the raw material which
enters into the manufactured product, and thus, so far as the cost
of production is concerned, the manufacturer would be in a better
condition to compete with the producer of foreign nations; but it
must also be remembered that foreign nations are jealous of every
market they possess, and if the American producer could produce
his goods at a lower price, and should begin to export them, foreign
producers would immediately begin to lessen the price of those
sold by them to foreign customers. In other words, if the American
producer should attempt to export to South America, he might
.not be able to sell at the prices now existing there, and,
in fact, would not probably be able to sell them at such prices,
for those now having control of the markets would be very unwill-
ing to abandon them, and would doubtless make a long and severe
fight" to maintain their supremacy. Consequently, we are by no
means certain that if free trade were adopted in this country, and
the cost of production was thereby lessened, that the American
producer would find it such an easy matter to introduce his goods
into the South American markets in any considerable quantity.
Putting this question aside, there are other difficulties in the way
which have been somewhat considered by those who have looked
toward that field as an outlet for our surplus production. In the
first place, the wants of the South American people must be
studied, and such goods manufactured as will suit their varying
tastes. The foreign manufacturer in Great Britain, Germany and
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other countries, who makes for the South American market, well
understands these things. He has his agents in the field who
send advice with respect to the kind of goods to be made, and
all other information needful for the producer. If the manufacturers
in this country were to undertake seriously to make and sell goods
in South America, this would be one of the initiatory steps in the
procedure. But it is by no means a very serious one. Men can
be had, and capital, faith, pluck and intelligence are the only
ingredients necessary to undertake this work with success. There
are, however, other elements far more serious, and they will now
be considered. Three are especially worthy of consideration.

First. Treaties should be made with the South American coun-
tries, of a reciprocal nature. This would be no easy thing with
some countries. But in the end, doubtless, treaty regulations could
be effected that would be satisfactory to the exchanging and pro-
ducing parties of both countries.

Second. Another difficulty, and a more serious one, is the estab-
lishing of proper means of communication. At present, a consider-
able portion of the little commerce we have reaches South America
in foreign steamers instead of our own. A great deal has been
said on this subject of establishing lines to South America, and
of granting subsidies for their maintenance, and we shall not at
the present time go over this well-beaten ground. The Argentine
Republic once offered a subsidy of $200,000 to any one who would
establish such a line between the principal port of that country
and New York. Had our country been willing to give as much,
doubtless a line would have been established long ago. Notwith-
standing the enormous surplus which has been so troublesome to
manage, Congress has been unwilling to grant even a small sub-
sidy for maintaining a single line with a South American State.
Other countries maintain lines by granting subsidies. Our country
is willing to go almost any length in granting protection to those
at home; but when a subsidy is asked for a line of steamers to
link us more firmly to some other country, and through which
the American people may be greatly benefited, Congress hesitates,
and finally says .no. This policy must be reversed if we are to
have a commerce with South America, and to establish such cor-
dial relations as shall be beneficial to those countries as well as
our own. .

Another thing that must be done is to perfect our banking
amangements, whereby those who would sell to South American
customers may be able to do so. One of the peculiarities of the
South American trade is that the buyers require a very long
credit—from six months to a year—before paying for their pur-
chases, in many cases. Abroad, this difficulty is easily overcome
through the aid of special banking facilities. One can readily
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understand that if sellers were to give such long credit a
large amount of capital would be required to transact much busi-
ness. But in England, for example, the business is easily managed.
Even small firms, with not more than $100,000 or $150,000 capital,
are enabled to do a business of a million dollars a year or more
with the assistance granted by banks who deal especially in South
American paper. Of course, the risk is enhanced in buying paper
that has so long a time to run. Nevertheless, these foreign banks
which are engaged in dealing in South American paper for a long
time have made exceedingly good profits. The usual rate of interest
in South America is from' ten to twelve per cent., and this is
sufficiently great to yicld a large return on the capital invested,
if the credits are properly bestowed. South American purchasers,
as foreign experience has shown, are by no means thriftless and
disregardful. But long credit is necessary. Notwithstanding the
increase in railroads, the goods which they purchase move slowly,
and often thirty, forty, or fifty days pass after they have reached
the seaport on their way to their destination, before they finally
are in the hands of the persons to whom they are consigned.
Then two or three months more must pass before they can be
sold. Thus one can readily perceive the need of granting long
time in the disposition of goods to such customers. Banks, there-
fore, are as essential to South American trade as are the ships or
the treaties, or any other factor in the problem.

Before concluding, a few words may be said concerning the
extent of this South American trade. What is the volume of busi-
ness done yearly? This question has recently been -answered by
the South American Journal, and we cannot do better than state
the facts in its own words:

«Of the South American countries, the Empire of Brazil comes
first, with a trade reaching to a total of £11,500,000, of which
£5,500,000 are exports from the United Kingdom, and £ 6,000,000
imports. Brazil ranks fourth on the list of raw cotton supplying
countries to Great Britain, the value of the imports being £1,000,-
ooo. It sends caoutchouc, [£1,250,000; wet raw hides, £100,000
coffee, £ 500,000, and cane and other sugars, £400,000; the latter
items, however, have considerably fallen off since 1882, when they
stood for £1,500,000. Brazil receives of manufactured cotton, f£3,-
000,000; woolens, nearly £250,000; machinery and metals, £ 1,000,-
000; coal, £250,000; hardware and cutlery, f130,000; agricultural
implements, £45,000; boots and shoes, £160,000; and rice, /£50,000.

“ Next to Brazil comes the Argentine Republic, with a total trade
of £8,500,000, of which £6,500,000 are exports of thither. From this
republic is sent fresh mutton, £370,000; undressed sheep skins,
4125000, and wet raw hides, f£100,000. Manufactured cotton is
exported from Great Britain to the amount of £ 1,500,000; woolens,
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£750,000; metals and machinery, £1,250,000; railway carriages, £ 150,-
000; coal, f125,000; hardware and cutlery, £120,000; manufactured
jute, £150,000; cement, £65000; and felt hats, £50,000.

«Chili has the third place; its trade amounts to £4,400,000,
£2,100000 being exports thither. From thence is sent of copper,
£1,000000; silver ore, f£150,000; and corn, £750,000; while manu-
factured cotton, £750,000; woolens, £250,000, and metals, £250,000,
are exported to that State.

“ After Chili comes Peru, with a total trade of £ 2,500,000, of
which £850,000 represents exports from Great Britain. Peru con-
tributes cubic nitre, £500,000; sugar, £350,000; cotton and wool
(raw), nearly . £250,000 each; guano, f£200,000. Manufactured cotton
is sent there to the amount of £500,000; woolens, £ 150,000; metals
about £70,000, and {350,000 worth of the opium which is received by
Great Britain from Turkey.

“Central America has a total trade of 2,350,000, of which f1,-
000,000 is export. Costa Rica supplies £800,000 coffee, and Guate-
mala sends indigo, f£200,000. Manufactured cotton is exported from
the United Kingdom to the amount of £500,000.

“Uruguay is next, with £2,000,000, £ 1,800,000 being export thither.
Wet raw hides are received thence, value from £370,000 to £ 125,
00o: unsalted meat, £60,000; and tallow and other fat, £250,000;
while manufactured cottons and woolens, f£250,000 each, and iron,
£30.000 are exported thither.

“The United States of Colombia has a trade of £1,500,000, of
which £ 1,250,000 is export from Great Britain. Hence is received
cofiee, £60,000, and Peruvian bark, from which quinine is obtained,
to the value of £ 50,000, though this is much less than in 1882,
when it vaJued £750,000. The chief import thither is manufactured
cotton, £500,000.

“Mexico has a total trade of f£1,700,000, of which above £1,125,-
oo is export. This province furnishes over half the mahogany sent
to the United Kingdom, or rather more than £500,000. It sends
also tobacco—principally cigars—£100,000. Of exports thither, manu-
factured cotton values £500,0c0; woolen, £125000, and machinery,
£100,000,

“Venezuelo comes after Mexico, with a trade of £1,000,000—
£750,000 being exports. From thence is received copper, £100,000:
whilst the only notable export is manufactured cotton, £500,000.

“The trade of Ecuador only amounts to £600,000 (exports, £400,-
000), but it is second in supplying cocoa to Great Britain, the
value of which is f200,000. The principal export is manufactured
cotton, £150,000.

“The smallest trading State is Boliva, the total trade of which
is only £250,000—£ 90,000 being export. Cubic nitre is sent thence

valued at £100,000.”
.
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A word or two more may be added on this same subject. Mr.
William E. Curtis, in a recent letter, has affirmed that the coun-
tries lying south of the Gulf of Mexico and the Rio Grande have
sold to the United States, since 1861, raw products amounting to
nearly $2,000,000,000, while the manufactured merchandise sent there
from the United States has amounted to only $600,000,000. The
difference between these two sums, of $1,400,000,000, has been
paid by the United States in cash or in bills on London. This
is a huge difference, and we trust the time will soon come when
the account will more nearly balance. These figures should awaken
every one to the necessity of so changing our trade relations that
the people of this country may be able to obtain more of the
trade of these countries from which it has during the last thirty-
five years purchased so much.

Foreign Investments in the United States—The [Iron Age, remark-
ing on this subject, says: “ The abundance of foreign money seek-
ing investment in the United States is not readily accounted
for. The representative of a large firm of solicitors in London,
who was in Washington a few days since, being questioned on
this subject, replied that ‘Investments were not being made with
British capital alone, but that the entire Continent of Europe
was sending money to London to be invested in the United
States. The money goes to London because that city is naturally
the great financial center of the world; but France, Germany,
Italy, and in fact the entire Continent, was interested in the
negotiations now pending in various parts of the country for the
purchase of industrial concerns’ He went on to explain that
Great Britain and the rest of Continental Europe believed that it
is only a question of time before all Europe would be involved
in the greatest war the world has ever seen, and to provide for
the proverbial rainy day, money had been withdrawn from home
investments, so that it could be invested in this country. The
marvelous recuperation shown by this country since the civil
war and the way it had weathered domestic troubles had con-
vinced the leading financiers of Europe of the stability of the
American form of government and American institutions, and they
felt convinced that money invested in this country would yield a
handsome return and the capital would be perfectly safe.”
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A REVIEW OF FINANCE AND BUSINESS.
A YEAR OF PLENTY, ACTIVITY, AND LOW PRICES.

The promise of July has been fulfilled during August, and we
have now practically secured the largest, the finest, and the earliest
crops ever raised in this country, taken all together. The fruit
and the hay crops are about the only ones that have suffered,
both having been damaged and shortened by the protracted wet
weather during the growth of the former and the harvest of the
latter. Not only this, but the July prospects of a shortage in other
countries and in the world’s supply of its chief food cereal—wheat
—have been more than fulfilled, and the deficit that will have
to be made up by increased exports from the United States, is
greater than was expected a month ago. Hence, with the largest
crops ever raised, we have in sight the largest export demand
we have had since America lost her supremacy in the importing
wheat markets of Europe. The wheat crop will be one of, if not
the largest, and best ever grown. The oat crop is larger than ever
before, and, within the past month, thére have been exported
nearly a half of a million bushels; and for the first time in the
history of the trade, barring a few scattered shipments, to eke out
the short corn crop of 1881. The corn crop, barring only unusually
early frosts, will be as large or larger than the enormous crop of
last year even, which cannot be gotten to the seaboard as fast as
Europe wants it.

THE LARGEST CROPS AND GREATEST EXPORTS ON RECORD.

We have, therefore, the best of prospects for the largest crops
and biggest exports on record. The cotton crop is already esti-
mated at 500,000 to 1,000,000 bales more than ever raised before,
or, at least, a crop of 7,500,000 bales, with 2,000,000,000 bushels
of corn, 700,000,000 of oats, and 520,000,000 of wheat. Added to
this is the largest production of dairy products on record, as a
result of the early spring and flush pasturage, resulting from the
unusually wet season all over the country. The supply of hog
and beef products will be equal to, or in excess of, the period
when American provisions supplied the European markets, which
was much greater than of late years, as a result of the two
largest corn crops ever raised in succession, which insures the
maximum live stock production.

Our flour is also again taking its old place on the other side,
since the fine new crop of wheat is available for grinding, for
which the winter is actually worth five cents per bushel more than
the poor crop of last year, and the spring wheat ten cents per

A a
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bushel more. With such crops as these, of all food and feed sup-
plies and of cotton, we have the prospect of the largest exports
fof the coming year in the history of the country. Prices, how-
ever, are very low, and hardly sufficient to return the farmers
much if any profit over their labor. rent of land, seed, and haul-
ing to market. Yet the last item is the only one greater on a
large than a small crop, such as they have had of late years in
wheat at least, and hence the result to producers of this crop
will be to put more ready money in their hands, and into active
circulation, than for years. Should prices advance, however, as the
crop goes into consumption, which is- likely, from the unusually
low level of values at which we begin the year for all these
staples, a profit would no doubt be secured by the farmer for the
last half of his crops, which would enable him to liquidate his
obligations more fully than for the past seven years.

THE BRIGHT AND THE DARK SIDE.

This is the bright side of the picture of the coming year of
plenty and of good demand, which insures the transportation
interests, by sea and land, good business, and plenty of it, at steady
and paying rates, unless their managers are foolish enough to
throw away their great opportunity, by continuing the chronic war
of rates, that has disturbed our great railway systems for the past
year. Those industries allied with the railroads, especially the iron,
can scarcely fail to be materially stimulated by a better traffic,
requiring new rolling stock and motive power, as well as new plant
and renewal of the old, which always comes when the roads are
financially easy from good earnings. An improvement in the iron
trade would help the coal trade also; and, with these two great
industries in a better shape, the improvement ought to extend to
general trade, which is sadly in need of stimulus from somewhere.
Here, and in the manufacturing interests generally, we find the
dark side of our business prospects for the coming year, as revealed
by the greatly increased number of failures in both woolen, cotton,
and even in iron manufactures during the past month. As said in our
last issue, these failures were a great surprise to everyone, and really
are the result of an unhealthy condition of these interests, especially
the woolen, that had been unknown outside of the trade.

HEAVY AND INCREASING FAILURES AND THEIR CAUSES.

Yet those interested, to allay the feeling of distrust of the
manufacturing interests and of the dry goods trade, have insisted that
these failures were nearly all traceable, directly or indirectly, to the
stoppage of the two great houses in that trade in Philadelphia
during July, and in Boston during August, namely, Lewis Brothers
& Co., and Brown, Steese & Clark, the latter of which had out-
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standing, of its own and its customers’ accommodation paper, the
enormous amount of nearly $3,000,000, so far as discovered, and mostly
held by banks that had discounted it. Two bad failures, for such
amounts as this, are enough to shake up solvent firms, it is true,
yet this does not explain why manufacturers of fancy woolen goods,
whose fashions change with every season, have been compelled to force
sales at a loss, for a year back, as is now admitted, to save carrying
over large accumulations of unsalable stock. Nor why the manufact-
urers of staple woolens have been piling up their surplus and carrying
it for a better market, until the large increase in the loans of the
banks, that has so long puzzled financiers, has been in part traced
to this cause. - Such conditions are not healthy, and do not show
a sound state of these trades. It is more true of woolen than of
cotton goods; yet the latter are accumulating to an extent that
the New England manufacturers are crying out against their
Southern brethren because they are able to undersell them in the
markets of the South and West, especially on coarse and heavy
goods. This may be only the indication of a change of the center
of manufacture to the base of supply of raw material, and a local
revolution in this industry, similar to that in the iron trade, which
is passing to some extent from Pennsylvania to the South. But
if there was not an over-production all through the country,
there would be no cause for these complaints, and hence no accu-
mulations of stocks. The truth no doubt is, both in cotton and
woolen manufactures, that the productive capacity of the country
is greater than its consumption, in which case there are only two
remedies, either to force an export market or reduce production,
unless they are able to lower prices enough to stimulate home demand.
Yet it has been often demonstrated that after prices have reached a
reasonably low level, further reductions do not increase home demand,
unless the price of the article has been held relatively higher than
allied products, which have been substituted therefor. What the
outcome of these failures will be, time must show. But there are
many who think the worst is over; and that those unable to stand
the pressure of tight money, of the banks calling loans, and their
refusal to buy one name paper, have mostly gone to the wall
already, unless some other big failure should drag down more, and
Guse still greater distrust of and in the trade. Why iron manu-
facturers should stop, however, does not appear so plain, when

that industry has been reported more active of late and prices
Improving.

THE MONEY AND BOND MARKETS.

The apprehensions of a tight monéy market were, however,
removed by the renewal of large bond purchases by the Govern-
ment in the last week of the month. The easier condition of
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the money market and the lower rates for loans have already
checked the movement of foreign capital to this market as indi-
cated by the advance in sterling exchange, there being now less
inducement to bankers to sell their bills on London at low
figures for the sake of the money. During the last few days of
August, the United States Treasury released nearly $15,000,000
of money, while semi-official announcements have been made to
the effect that the administration will not permit any stringency
in the money market if it can be prevented by the use of the
Treasury surplus. The price of 128 is calling out free offerings
of the 4s. How much, if any effect, the advance of the Bank
of England rate of discount to four per cent. at the close of the
month will have, remains to be seen, though it did temporarily affect
the stock market. But in addition to increased bond purchases,
our exports of domestic produce are increasing so rapidly (as
indicated in our last), that there will, no doubt, be a further
movement of foreign capital this way, should the rates advance
to the point from which they have lately receded.

The exports of ‘domestic produce from this port for the last
week in August, amounted to $7,250,568, against $5,232,212 for
the corresponding week of 1888. The following table shows the
exports (exclusive .of specie) from the port of New York for the
week ending August 27, 1889, compared with the statement of the
two previous years:

. 1889. 1888, 1887.
Forthe week.......covvvveiveenniennnns $7,250,568 $5,233,212 $6,598,965
Previously reported. ......ccoieeuiinenn. 215,480,774 183,248,886 202,067,461
Since January I......ceeeeieiiieiannnes $222,731,342 $188,481,008  $208,666,456

As so much has been said of late about the amount of money
in the Treasury, we give the following statement and comparison
of the cash in the Treasury and the certificates outstanding at the
dates named :

August 28, August 27,
Gold coin and bullion in Treasury. ....ccccoovvvenes $302,690,953 $302,450,010
Silver dollars and bullion in Treasury............... 287,843,512 287,868,616
Legal tenders and bullion in Treasury.........co.cc00. 49,074,604 49,027,234
Goﬁ certificates in circulation..... ves 112,882,862 112,969,202
Silver certificates in circulation. . veo 206,141,306 265,881,004
Currency certificates.......cooveeeereneeanserennones 16,505,000 16,595,000

THE RETURNS OF RAILROADS FOR 1888.

Poor’s Railroad Manual for 1888 gives some very interesting
statistics of the result of last year’s operation of the railroads of
this country, classified according to their several systems. In the
department of freight traffic, the following is shown: “The rail-
roads, as a whole, carried 14 per cent. more tons one mile than
in 1887, but earned only $3,000,000 more in the gross, while
losing $33,000,000 of net, the expenses having increased $53,000,000.
The principal item affected by this reduction of net earnings was
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the amount paid in dividends in 1888, which shrank $§11,000,000.
The fixed charges increased $4,500,000, and the remainder of the
loss reduced the surplus earnings from $59,000,000 to $15,000,000.
In looking over the different groups, we see where those losses
accrued. The New England roads make the best showing. In
this group the tons and ton-mileage increased, and train-mileage
with them, so that each freight train increased its earnings in
spite of a fractional decline in average rate. A more than
usually large expense account, owing to the snow blockades of
January, February and Magch, 1888, left these roads even, after
paying average dividends of 4.56 per cent., as compared with 4.51
per cent. in 1887. The Middle States also make a good exhibit.
Tons and ton-mileage increased, and so did the average haul
per ton. A fractional loss of seven mills per mile about
balanced the increase, so that net earnings show about as last
year, with a decrease of fixed charges, owing to refunding of,
debts at lower interest, and increase in amount of dividends
paid, though the percentage fell from 2.68 to 2.52 per cent.,
owing to the increase of $25000000 in capital stock. In the
Ohio group the tons show an increase, but as the distance
each ton was carried fell off from 140 to 131 miles, the result
was not so profitable. The increase in actual tons and the de-
crease in length of haul means that this group lost a share of
the through traffic, but partly made it up by the prosperity of
their local industries. This loss of through traffic as compared
with the gain upon their connections on the trunk lines, is
largely the result of lake and Canadian competition. The figures
indicate the increasing importance of the lakes as well as lake
ports. In this group fixed charges increased $5,000,000 and
dividends paid fell off $4,000,000, leaving a small deficiency.
Contrary to the general impression, the Northwestern group shows
better than expected. The number of tons moved is less than
in 1887, but the average haul increased from 161 to 180 miles, so
that, the average rate being about the same, the total gross
eamings increased slightly, and the net decreased equally. Interest
on bonds was the same, but dividends were $1,500,000 less than
last year. The Kansas or Southwestern group shows an increase
in tons moved, but a decrease in length of haul, with a fractional
loss in average rate, the result being very unfavorable. The in-
creased train-mileage was accompanied by a falling off in earnings
per train and per mile of road, the net earnings being $2,000,000
less than in 1887, although the mileage increased over a thousand
miles. Interest increased $4,000,000, while dividends decreased
$.000,000, apparently paid from capital, as the group shows a
deficiency of $10,000,000. The Southern roads show an increase
in number of tons and a decrease in length of haul, which, with
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a small falling off in average rate, leave the roads generally with
the same net earnings as in 1887. The Mississippi roads saved
$2,000,000 in fixed charges and paid it in dividends.”

THE READING AND DEPRESSION IN THE COAL TRADE.

The depression in the coal trade. which still continues, is reflected
in the statement of the two Reading Companies, which the
management has just given out after having announced that no
more statements would be published. Certainly this change of
purpose was not due to the favorable showing it was unable to
make. Why, therefore, this change of base, is one of those secrets
of corporate management that do not inspire the public nor
investors with unbounded confidence in their servants, who have
assumed to be their masters. According to these statements the
net earnings of the railroad for eight months are $4,563,368, and
if the net earnings of the next four months are as good as in
the same time in 1888, say 4,018,795, it would make $8,582,163
for the year. Last yecar the company had .other .incomes from
canals, steam colliers, etc., etc., of $1,293,790, though this item can
scarcely exceed $1,000,000 this year, making a total of, say
$9,582,163. From this is to be deducted the deficit of the Reading
Coal and Iron Co. for the year, which can scarcely be less than
$800,000, as the deficit below operating expenses in the four
months to March 31 was officially given at $819,650, and the
company has certainly not more than made its operating expenses
since March 31. Over $500,000 was also lost by the floods, so
that there is about $1,300,000 to be deducted from the $9.582,163
of the railroad earnings, leaving net, about $8,282,163. -The fixed
charges of the Reading Railroad and Coal and Iron Company,
exclusive of the interest on the income bonds, are about $,300,-
o000, so that it appears likely there will be nothing left for interest
on any of the $58,000000 of income bonds, to say nothing
about “dividends on stock” of which the silly talk from igsiders
is heard no more since the old stockholders paid their assessments
to save their stock, which is as far from a dividend apparently,
as before the late reorganization, which was a good thing chiefly
for the syndicate who completed it, and the bankers who refunded
the debt with fat commissions. The failure of the sales agents
to agree upon a reduced output of coal in September, in order
to put up the price, disclosed the true condition of the trade, and
was followed at the close of the month by a decline in the
coal stocks, led as usual by the Reading. This, too, in face of
reports of improvemeat in the iron trade, which are hard to
reconcile with the iron failures, which seem to be due to special
rather than general causes.
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THE STOCK MARKET

has at times been active, but for thé most part dull, the past
month, though as a rule, stronger and higher on the improved crop
prospects, yet these have been in part counteracted by the unsettled
relations of the Western and Southwestern roads, which are still
like a man in a chronic state of indigestion, which is likely at
any moment to become acute. One would suppose, however, with
unusually good crops and good export demand, that they would
all have enough to do, after the close of navigation, at least,
without cutting rates to get the business. Outside of these
influences, there does not seem to be much in stocks yet, though,
with continued increase in earnings, it is more than possible that
the public may come in later and buy stocks. Outside of freight
traffic there is also a prospect of better passenger earnings as
well as better west-bound traffic in payment of these big crops
and east-bound business. Bonds are already beginning to be more
active on investment demand, that is often the prelude to Bull

speculation, which all but the public temper would seem to favor,
before long.

THE PRODUCE MARKETS.

The position of these markets was pretty fully indicated in the
beginning *of this article, in our remarks upon the abundant crops,
the increasing export demand and low prices, all of which are
most favorable to activity in the actual staples, which is the sure
and safe basis of increased speculation, that is more than likely
to develop and extend fo all the speculative articles of commerce,
as well as in stocks. There is not much room for lower prices
than now, as the result of discounting enormous crops at home and
abroad. Returns from other exporting countries, and the recent
estimate of the Vienna Congress, by European Grain Merchants, of
180 10 200 million bushels shortage in this year’s wheat supply
for the whole world, have checked the Bear feeling which has pre-
dominated so long here and abroad, and these markets all respond
much more easily and sharply to Bull than to Bear news, and go
Upin a few minutes on the former, more than they go off in days
on the latter. The fact is that there is an undercurrent of strength
m all these products, as well as in stocks, that unmistakably
indicates Bull markets. But speculation is dead, and hence there
is not enough demand for anything to put prices up and hold them.
For these markets are all too small and narrow as yet for any
important movement; all they need, however, is to educate the
Bear crowd of traders to the Bull side, and the public will be
likely to follow them that way, but not on the Bear side
&t present low prices. General business has not yet felt the effect
of an early fall trade, as the failures alluded to have scared off buy-
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ers, and hence delayed the usual distribution of goods. Beside,
dealers have pretty large stocks of goods in second as well as first
hands; and, while collections are as slow as now, there is not much
to induce the forcing of sales either at auction or privately. Yet
it ‘cannot be denied that the good crops and demand for them.
afford the same basis for improvement in general trade as in
the special branches named and in speculation. But we may not
see it till after the movement of these crops. We ought to have
a good fall trade, and the month of September is likely to see a
material improvement.

The corner in September and October pork in Chicago show
the oversold condition of all these markets after months of suc-
cessful Bear raiding, and the panic of the shorts in pork is liable
to extend to breadstuffs before long.

FINANCIAL FACTS AND OPINIONS.

Bond Purchases—Within a few weeks the Secretary of the
Treasury has been able to make large purchases of bonds at his
own figures. It has been maintained by not a few that any
endeavor to buy a considerable amount of bonds would result in
greatly enhancing their price, and that the Government, therefore,
would be at the mercy of the bond owners. This policy has taken
root so deeply in the minds of a few, at least, that they have
made large purchases—nearly twenty millions, it is reported—of
bonds, expecting to sell them to the Treasury at several per cent.
advance, and thus make a handsome thing by the operation. It
has been known all along that the syndicate was making pur-
chases, expecting, when the autumn approached and money became
scarcer, to sell them to the Government at a very considerable
advance. This body of men, under the plea that the merchants
must be favored, and that it was the duty of the Government,
above all things, to get the money into circulation, has been urg-
ing that the needful, and perhaps only way of accomplishing this
end, was, to buy bonds; in other words, to buy their bonds and
thus secure to them a handsome profit by the operation. This
plea, however, has deceived nobody, for all have known what were
the aims of these men, and that they really had no thought of
the merchants, but simply of making a handsome gain on their
purchases, if they could scare the Secretary of the Treasury into
buying at their figures. Last year, and previously, he did advance,
from time to time, the price which he was willing to give for
them, and doubtless the owners have been hoping, at least, that
the present Secretary would adopt the same policy, and especially
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as soon as the cry of tight money market had become sufficiently
strong. It is now seen that he clearly understands the situation,
and that these cries do not in the least move him; that he is
more inclined to put the money of the Government into the
banks for circulation than to buy at excessive prices. The steady
maintenance of this policy will doubtless have the desired effect
of leading these holders of bonds to part with them at lower
figures; anyhow, the events of the last few days clearly show
that plenty of bonds can be had at a price which will save a very
considerable sum over the interest which must be paid if the bonds
run to maturity, and thus all are assured that the present policy
of buying bonds with the surplus of the public money is feasible,
and that there is no danger of any excessive accumulations of
money in the Treasury. As soon as money becomes worth § or
6 per cent., immediately the holders of Government bonds are
very willing to part with them; and when they are assured that
no more can be obtained than the present prices, we have no doubt
that the offerings .will largely increase.

The Decline in the Rate of Interest—All over the world prices
have been declining for years, and, furthermore, this decline has
happened in all the leading commodities. The decline has been
more rapid in some things than in others. For example, the
decline has been very marked in crude oil since the introduction
of pipe-lines for its conveyance to the seaboard. The introduction
of tank steamships operates in like manner to affect the prices of
oil in foreign markets. So of grain. The actual cost of transfer-
ring cereals from the Northwest to the Atlantic ports has tended
lower year by year, as shown by the careful comparison of statistics
collected for various periods. The cost of beef cattle, hogs and
other products of agriculture, all come under the same rule and
are in like manner affected. Coal, iron and coke cost the con-
sumers less from the operation of natural causes, not merely from
increasing competition in production and transportation, but from
constant improvements in processes and facilities and the enlarge-
ment of sources of supply. Notably in this last respect, reference
might be made to the new developments in Alabama, and to the
opening of new railroad and water routes between points of ship-
ment. The use of improved machinery is a factor long recognized
as an element affecting.cost, and the limit of depression can have
no definite bounds so long as the inventive faculty continues to
be exercised. The consumer may confidently congratulate himself
that the drift of events is steadily and permanently in his favor,
but with larger temporary demands for the product must come
various fluctuations, often transient in their character. The price
for money has also declined. There are two sets of causes at
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work, one set affecting the temporary rate, and the other the
permanent. Chief among the causes affecting the permanent rate
are competition and the invention of machinery whereby products
can be produced at less cost than formerly. The important fact
to note is that decline runs through almost all things—trans-
portation, general production, and labor. This decline in prices is
attended with many effects, some of which, notwithstanding the
frequent discussion of the subject, are forgotten by those who
ought not to forget them—the borrowers of money. It has been
thought good policy. both in this country and in others, especially
if one's credit was good, to borrow for a long period because of
the lower rate of interest obtainable. During the war, one of the
cardinal points in Mr. Chase’s financial policy was to issue the
Government bonds for only short periods. On this point he took
issue with the bankers, who were strenuous for issuing long-time
' bonds, insisting that the money could be obtained at a much lower
rate, bat he maintained, and wisely, too, that our country was
exceptional, compared with others; that it possessed great resources;
that the bonds could be readily paid; that, at all events, it would
be unpopular to issue a bond non-redeemable for many years; and
so he rigorously insisted on making them payable within a short
time. And this was one of the wisest features in Mr. Chase’s
system; our country would have been the gainer if it had been
maintained. The issuing of the fours, payable in 1907, was a great
mistake, as nearly all now admit. What most persons fail to see
in issuing long-time bonds is, while a lower rate of interest is doubt-
less obtained, yet as the prices of the things sold for which money
is obtained to be applied in payment decline, the burden of pay-
ing is, thereby increased. Take a railroad company for illustra-
tion. Suppose it issues a bond payable twenty years hence at 4
per cent, which it could not borrow money for less than 5 per
cent., and if the bonds were made payable in five years. Never-
theless, if the rates of transportation during the five years decline
more than 20 per cent., it will be readily seen that a 5 per cent.
bond can be more easily discharged than can the 4 per cent. one
payable in the longer time. Now, this is precisely the state of
things prevailing. The prices of things have been declining rapidly
within the last fifteen or twenty years, especially those of trans-
portation, farm products, and most manufactured products. Those
who borrow money at low rates, supposing they are doing a good
thing are, after all, bearing a severer burden than they would bear
if issuing bonds running for a shorter period. It would be an
interesting and profitable inquiry to show to what extent the
burden of the borrower had been increased by the decline in the
prices of his debt-paying commodities. Enough has been said to
show the great risk, at least, in issuing long-time bonds by rail-
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road companies. or by the States or municipalities. Our country
is such an exceptional one in many regards, and prices are declin-
ing so rapidly, as well as the rates for money, that it must be
regarded as an unwise policy to issue bonds running for a long
period, however low may be the rate of interest.

Redemption of Mutilated Currency—United States Treasurer Hus-
ton has adopted new regulations for the redemption of notes. He
declares that the system which has been in operation for several
years has wrongfully taken money from poor people for the bene-
fit of the Government. The old system provided that if a note
presented for redemption measured one-tenth less than the full
length, a proportionate amount should be deducted from the sum
given in return. The result was that many notes presented by
poor people for deposit in savings banks were refused at their par
value, and only taken at the discount fixed by the Government.
The new system authorizes the redemption at the full value of
notes which are three-fifths intact, and the payment of proportions
for smaller parts of a note where evidence is presented of its .
destruction. Mr. Huston is considering a further provision, which,
if adopted, will make the Treasury practice conform even more
closely to the old practice of the banks. They have a proportional
scale by which they pay a part of the par value of a note between
two-fifths and three-fifths intact, without requiring evidence of its
destruction. Half a note is redeemed for half its value. This
change will be embodied in a new circular giving the regulations
covering the issue and redemption of the currency and coins of
the United States. The object of redeeming parts of old notes at
only a proportion of their par value is, of course, to protect the
Government against redeeming the same note twice. Treasury
officials believe that the new system is perfectly secure in this
regard. It has been in use by the banks for many years without
loss. Now and then some cute schemer will try to cut up and
put together several parts of notes so as to get a new one out
of them, but the fraud is readily detected, and can be just as
arefully guarded against, it is argued, under the new system as
under the old. Some of these composite notes made for swindling
purposes are kept at the Treasury Department, and some of them
are very queer productions. Every visitor to the Treasurer’s office
has seen the $500 legal tender note made up of sixteen narrow
strips cut from as many separate notes and sent to the Treasury
for redemption by a New York bank clerk in 1873. The notes
from which these strips were cut were of course put together
aain with only a slight shortage, and were doubtless redeemed
when presented; but the composite note, with its grotesque num-

12
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bering and palpable patch-work, was refused redemption, and kept
as an illustration of an ingenious attempt at deception.

Savings Banks—In New York and the New England States
especially these institutions are more numerous than elsewhere,
and their growth is interesting from many points of view. A
glance at the deposits in the New York savings banks for the
last ten years discloses the striking fact that the number of deposit-
ors has increased every year in somewhat greater ratio than the
population of the State, from 912,863 in 1880, to 1,389,907 in 1889,
or 42 per cent. within a period of nine years. The average rate
of interest credited on deposits was about 1) per cent. for each
half-year, or 3 per cent. yearly, this addition alone amounting to
$8,974.684 for the first half of 1889, while the excess of deposits
over withdrawals was only $3,759,052. In approximately the same
ratio the interest addition has exceeded the net deposits ever since
1881, when the excess of deposits over withdrawals during the first
half of the year was $10,130,978, and doubtless the increase of
deposits in other States has in like manner been mainly due to
the addition of interest. In the following table, the amount of
deposits exclusive of interest credited, and the amount of with-
drawals, are given for the first half of each year since January,
1880, with the resulting excess of deposits in every year except
1884, and the excess of withdrawals in that half year:

Fuly 1. Deposits, six months. Withdrawals. Increase.
1880, .. iiiniinnns Ceeeereees $65,864.123 $56,358,312 $9,505,811
2" ) SRR ceoreceeres 70,946,232 60,815,254 10,130,978
1882......0000enn [ . 80,370,373 74,432,796 5,937,577
1883..00ceceiinnnnan vereesess 80,776,781 79,148,054 1,628,727
1884 ...... eeeiee e Ceveeees 82,482,025 84,862,564 *2,38¢,539
1885 .0 ciieicennnnnns veeeseees 80,357,527 79,182, 1,175,385
1886........ P PN 87,801,113 83,009,765 4,881,
1. N 94,004,545 88,477,602 5,586,043
b2 ... 91,082,864 91,138,956 844,908
1889..c0iiiinnnn tevesreseesass 08,682,530 94,923,478 3,759,052

# Excess of withdrawals,

In the next table the surprising fact is brought out that the
deposits averaged nearly $12 per month for every depositor, and
are so remarkably steady that in no half year do they fall below
$11.33 per month, nor rise above $12.56 per month:

——For eack Depositor——

Depositors. Deposits. Withdrawals.
1880...0000n veeaenieeana veees. 912,863 732.15 61.74
I88I. . iiieeriiiireiranaiannan 995.742 71.2§ 61.07
1882.....00iiiiiinnnns veeeeess 1,006,518 75.36 69.79
I883. . iniiiiirinenrenaneiaans 1,119,512 72.16 70.69
I884. . c0virnenin ennies veeees 1,156,634 71.31 73.37
1885 ...... [, eeseee .. 1,182,208 67.97 66.97
1886, . cciienccnens cesesnean ... 1,234,241 71.21 67.25
2.3 veee. 1,208,046 73.47 68.16
1888......0000 eesee e aaaens 1,343,479 68.45 67.84
1889, v innnnnn eeiiaeeienas . 1,389,907 71.00 63.98
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The withdrawals vary far more than the deposits, it will be
observed, from $10.18 per month to $12.23 per month, according
to the condition and need of labor, the opportunities for invest-
ment, or the occasion for changing business or residence. But the
deposits are so remarkably steady as to leave little room for doubt
that they are almost wholly the savings of persons who live on
their earnings, for the deposits of capitalists or persons living on
investments would vary far more widely.

Amount of Lost Currency—As the Government is the gainer by
the notes which are lost and can never be presented for re-
demption, the inquiry is not without interest, what has been the
public saving by the loss of notes? It is impossible to determine
the amount of paper money actually destroyed, although the
Treasury officials are inclined to think that it is less than many
believe. Secretary Fairchild submitted a report on this subject to
the House of Representatives last year. The only data for
estimating the destruction of legal tenders is the record of the
amount of outstanding old issues, and the deduction made by
the Treasury in the payment of mutilated notes received for
redemption. When the outstanding circulation of legal tenders
was fixed by law at $346,681,016, the discount for missing parts
of notes amounted to $129,981.50, of which sum $101,866.50 had
been covered into the Treasury on May - 11th, 1875, leaving a
balance of $28,115. The discount had accumulated when Treasurer
Hyatt made his report, February 20, 1888, to the amount of $91,-
958, and the nominal amount of legal tender currency outstanding,
is of course diminished to that extent. The closest data for
comparing the amounts still outstanding, and deducing therefrom
an estimate of the probable loss, is furnished by the issue of
April 2, 1862, known as the “new issue,” which ceased August
16, 1870. Taking the one-dollar bills for illustration, there were out-
standing at that time $5,550,859, of which $2,518,278 were redeem-
ed in the fiscal year 1872, and $1,130,569 were redeemed in 1873.
From that date the redemptions decreased pretty uniformly, until
on June 30, 1888, there remained outstanding only $779,992. The
amount presented for redemption in the fiscal year 1888 was
$3.,612, or .065 per cent. of the total amount outstanding the first
.year. Redemptions will probably continue to be made for many
years to come; but even if they amounted to as much as during
1888, instead of diminishing from year to year, it would take
more than 200 years to extinguish the amount outstanding,
although more than 85 per cent. of the amount outstanding in
1871 has been redeemed in seventeen years. It would probably
be safe to say that nearly $500,000 of these one-dollar bills will
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never be presented to the Treasury for redemption. Mr. Hyatt
estimated that of the notes of all denominations belonging to this
“new issue,” the percentage redeemed was ¢8.688 per cent. This
he regarded as indicating that actual losses by destruction of
notes are small. It should be borne in mind also that the
nbtes of this early issue were largely used in the payment of
troops. and that much money may have been lost by them.

State and Municipal Credit.—The difference between two per cent.
and seven or eight or even ten per cent., which States and cities
formerly paid for money, marks an enormous advance in their
credit-power. Recently, the State of Maine has negotiated a loan
at the rate of two per cent,, while New York City has negotiated
several loans at less than three per cent, as the bonds bearing
that rate of interest have been taken at a premium of two per
cent. and over. This high state of credit is exceedingly gratifying,
but, as we have elsewhere remarked, long-time bonds are accom-
panied with the objection that even lower rates will probably be
obtained in the future. It may be questioned whether bonds hav-
ing eighteen years to run, as have those last issued by the City
of New York, are not objectionable for many reasons. A ten-year
bond ought to be the maximum period. We think that the argu-
ment against long-time bonds applies to public obligations with
more force even than to private ones; the policy, as well as the
moral principle, of putting millstones by the present generation
around the necks of a future one cannot, in ordinary cases, be
justified. Only the strongest necessity, in our judgment, will justify
public borrowing; like the recent civil war or other calamity of a
like nature. To issue bonds for city improvements, as they are
called, many of which are not improvements, to be paid by
another generation, is a proceeding of a very questionable
nature. In the first place, the improvement, if really so to-
day, may not be in a few years. Suppose it is for the lighting
of a city, for example, by gas; it may be that, in a short time,
it will be needful to substitute electricity for gas, and then the
expenditure will go for little or nothing. Suppose the improve-
ment be for laying a particular kind of pavement—Belgian blocks,
for example—it may be that these will prove to be inferior to
asphalt. Professor Newbury, one of the best authorities living on
such a subject, has recently declared that the results of the best
foreign experience is that an asphalt pavement, properly laid, is
superior to any other; and, if so, as our cities acquire more intel-
ligence, and the desire arises for improvement, it may be that the
whole system now in vogue, of Belgian block pavement, will fall
into disuse. Other arguments of like nature might be given against
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the policy of incurring obligations for others to pay; suffice it to
say that, in view of the diminishing rates of interest, and of the
nature of many of the present improvements, the entire policy of
municipal borrowing should come to an end, or, if continued at
all, the bond should be fixed for a very short period. The States
and cities, and the nation itself, have all been mistaken in bor-
rowing for too long periods. This is clearly evident in view of
the marked changes in values of all things. In the light of this
experience, cities and railroads and all other borrowers should be
slow to continue their old policy of issuing long-time obligations.

Operations of American Railroads in 1888.—From “ Poor’'s Manual
of the Railroads in the United States for 1888 "—one of the most
valuable of all the annual statistical publications—many facts of
great interest are presented relating to railroads. The total
number of miles of railroad in the United States at the close of
last year was 156,082, a gain of 7,028 miles, or 4.7 per cent. on the
mileage existing at the end of 1887. The share capital of com-
pleted mileage advanced at the rate of about 5.9 per cent. to
almost $4,439.000,000, the funded debts increased by over $437,000,-
ooo, or nearly 9.5 per cent; and other forms of indebtedness
likewise augmented, so that the liabilities of all the roads making
returns were 8 per cent. greater than at the end of December in
the preceding year. The grand total of indebtedness was more
than $9,369,000,000. Among the facts which most strongly arrest
attention are those relating to the diminished profits of the
companies. While the capital was increased to the extent of
$696,211,738, represented by an increase of $246,849,213 in share
capital, an increase of $437,091,907 in funded debt, and an increase
of $12,270,518 in other forms of indebtedness, and while there was
an increase of 7,028.15 in railway mileage, an increase in passenger
movement equal to 620,306,969 persons carried one mile, and an
increase in freight movement equal to 8,861,935,992 tons moved
one mile, there was a decrease in the net earnings of all lines
equaling $33,358,068, or about 10 per cent. As indebtedness
increased about 8 per cent, passenger service increased nearly 6
per cent.,, and freight service increased about 14.4 per cent. there
is an approximate uniformity between the additions to capital and
service performed and the diminutions in profits. The direct
cause of the notable decline in railway profits was a diminution in
the average freight rates from 1.034 cents per ton per mile in 1887
to 0907 cent in 1888, and a decrease in average passenger rates
from 2.276 cents per passenger per mile in 1887 to 2.246 cents in
1888. In describing the causes of the decline it is remarked that
“in the early days of railroads in this country their profits
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reached very respectable proportions. In some instances, where the
lines were especially favored in respect to location and physical
surroundings, these returns were so large as to excite the cupidity
of capital to such an extent that, at several periods of the country’s
history, the eagerness displayed by railroad constructors in pushing
their lines beyond the requirements of the territory resulted in
plunging the country into financial crises having far-reaching
effects. But the days of large profits appear to have passed. A
railroad which in the future can pay regular dividends of 5 per
cent. per annum will be regarded in much the same light as those
which formerly paid 8 and 10 per cent. for years without
intermission.”

Legality of Trade Combinations—Much has been said of late
concerning trusts, and some of the States have enacted laws on
the subject. Michigan, in particular, has enacted a severe law,
which it is reported, was framed by Judge Cooley. It is regarded
as a strong piece of legislation. A decision is now pending
concerning the legality of trusts in New York, and doubtless the
question will be tried in other States. A short time since a
decision was rendered by the English Court of Appeals. The
question concerned the legality of a combination between a
number of shipowners and transportation companies, which, with a
view of securing exclusive control of the tea-carrying trade from
Hankow and Shanghai to London, allowed a rebate of § per cent.
on the freight to firms which shipped exclusively by the vessels
of the combination, and denied this rebate to firms which shipped
by other than combination vessels. One company, which had been
for some time admitted to the combination or conference, was
afterward excluded therefrom, the China merchants being warned
by a circular that anvone shipping in the vessels of the company
would lose the rebate. The company sought to gain a portion
of the trade by cutting rates, but the combination also lowered its
rates, and the excluded company lost its freights. It brought suit
against the members of the combination, on the ground that the
combination amounted to an unlawful conspiracy to deprive it of
its share of the trade. The case was first tried before Lord Chief
Justice Coleridge, who held that the combination among the
defendants came within the bounds of legitimate trade competition.
The defendants had, he said, the right to offer inducements to
customers to deal exclusively with them by giving them notice
that only exclusive customers would have ,these exceptional
advantages. He saw in the circumstances of the case nothing
upon which to base a charge of coercion or bribery, and nothing
to show that the combination was one in restraint of trade in the
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legal sense. This decision of Lord Chief Justice Coleridge has just
been affirmed by a majority of the Court of Appeal, who hold in
substance that the combination of the defendants, being simply in
order to promote their own gain, there was nothing illegal in it
provided the members did not circulate false rumors or resort to
intimidation or fraud in order to destroy the competition of the
plaintif. The Master of the Rolls dissented from the opinion of
his colleagues. It is probable that the question involved will be
brought before the House of Lords, for final review.

HISTORY OF THE MASSACHUSETTS SAVINGS
BANKS.

[concLuDED.]
INVESTMENTS.

There is no part of the law governing savings banks that has
been subjected to more numerous changes and amendments, from
first to last, than that relating to the matter of investments. With
the growth in number and in available resources, the banks have
been brought face to face with the practical difficulty of loaning
their funds within the limits prescribed by law. In the exercise
of their duties of supervision over the affairs of these institutions,
the Bank Commissioners have been led, from time to time, to
suggest and recommend such increased facilities for making loans
as, in their judgment, seemed within the bounds of safety. Very
many of these suggestions have been incorporated into the laws
regulating investments. )

The law of 1876 limited investments in county and town notes,
to such as were issued by counties and towns in Massachusetts,
under prescribed conditions. In 1880, this privilege was extended
to include the States of Maine, New Hampshire, Vermont, Rhode
Iand and Connecticut where the indebtedneds did not exceed
3 per cent. (changed to 5 per cent. in 1881) of the valuation.

In April, 1881, provision was made for widening the scope of
previous enactments, by adding investments in first mortgage bonds
of nilroad companies incorporated under the laws of any of the
New England States, and located wholly or in part therein, and
which have earned and paid regular dividends for two years next
preceding. Also, the same privilege was granted in respect to the
bonds of roads which were guaranteed by the above companies.
Also, investments were allowed in the bonds or notes of any
- Massachusetts railroad unincumbered by mortgage, and having paid
a dividend of not less than 5 per cent. for two years; and in the
notes of individuals secured by such railroad bonds or notes. In

F
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1887, the above was again amended so as to include the notes of
citizens of this Commonwealth, with collateral consisting of the
capital stock of any railroad of the New England States, whose
road is wholly or in part in the same, and which has paid a
dividend of not less than 5 per cent. on all stock for the five
years preceding. Loans on such stock are not to exceed 75 per
cent. of the market value, and the notes are not to run more
than one year without renewal.

In May, 1882, investments in any form in the capital stock of
any national bank were limited to 3 per cent. of the deposits. By
another act of the same month, investments were permitted in the
bonds of the States of Pennsylvania, Ohio, Michigan, Indiana,
Illinois, Wisconsin, Iowa, and the District of Columbia, or in the
bonds issued, for municipal purposes, of any city of the above
States and of New York State, having more than 50,000 (changed
to 30,000 in April, 1885,) inhabitants, and whose net indebtedness
does not exceed 5 per cent. of the valuation of taxable property;

! and in the notes of the citizens of this Commonwealth with the
above securities as collateral, such loans not to exceed 8o per cent.
of the value of the collateral security. This law was repealed in
March, 1887, and another substituted which was in no essential
different from the foregoing, except that it specified what census
should be used in determining the population of cities, and also
changed the amount to be loaned on such collateral from “ 8o
per cent. of the value” to “an amount not exceeding the par
value.”

It has happened from time to time within the past decade, that
many of our best roads, having acquired by purchase, lease, or
otherwise, the possession of certain lines or branches, the property
of which being subject to some form of incumbrance, has had the
effect to invalidate the obligations of the parent road as a legal
investment for savings banks. To remedy this practical difficulty,
where the credit of the main road was in no way impaired by
such acquisition, gpecial acts of the Legislature have been had to
cover the individual cases as they have appeared. Such special
legislation will be briefly referred to.

1. Act of April, 1883. Investments allowed in bonds or notes o
Old Colony Railroad, notwithstanding the mortgage on that part
of the road former]y belonging to the Boston, Clinton & Fitch-
burg Railroad.

2. Act of June, 1885. Investments allowed in bonds and notes
of the Fitchburg Railroad, notwithstanding the mortgage on the
Boston, Barre & Gardner Railroad.

3. Act of March, 1886. Investments allowed in the bonds of the
Worcester, Nashua & Rochester Railroad, notwithstanding the lease -
to the Boston & Maine Railroad.
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4. Act of March, 1887. Investments permitted in bonds or notes
of the Fitchburg Railroad issued according to law.

5. Act of February, 1888. Investments allowed in the bonds
or notes of the Boston & .Lowell Railroad Company, notwith-
standing the mortgages on those portions belonging to the Salem
& Lowell, and the Lowell & Lawrence Railroad companies. »

6. Act of April, 1888. Investments permitted in the bonds and
notes of the Boston & Maine Railroad Company, notwithstanding
the mortgages on those portions belonging to the Eastern Rail-
road in Massachusetts and New Hampshire, and to the Portsmouth,
Great Falls & Conway Railroad.

7. Act of May, 1888. Investments allowed in first mortgage bonds
of New York & New England Railroad issued on their terminal
facilities in Boston, said mortgage not exceeding 6o per cent. of
the value of the property mortgaged.

Among the general acts of legislation affecting savings bank
investments, subsequent to the year 1882, may be mentioned the
following :

In April, 1884, clause 6 of section 20, chapter 116, of the Pub-
lic Statutes, was amended, limiting investments by savings banks
and institutions for savings in bonds and other personal securities.
The amendment provides “that the total liabilities to any such
(bank) corporation, of any person, or of any partnership, company
or corporation, for money borrowed upon personal security, includ-
ing in the liabilities of a partnership or company not incorporated
the liabilities of the several members thereof, shall at no time
exceed 5 per cent. of the deposits and income.”

In February, 1879, a law was enacted permitting loans upon the
notes of depositors to the amount of one-half the deposit in each
case, the book and deposit to be held as collateral.

In 1885, it was provided that investments could be made in the
bonds and notes of such incorporated districts in Massachusetts
as have a net indebtedness not exceeding § per cent. of the last
valuation of its property.

In March, 1886, the amount permitted to be deposited in national
banks and trust companies was limited to the maximum of 5 per
cent. of the deposits, and in no case to exceed 25 per cent. of
the capital stock and surplus of said deposit banks.

GENERAL LEGISLATION.

In May, 1885, a quite important act was passed, providing for
the payment of deposits of deceased persons upon orders or drafts
given previous to such decease, provided demand for payment is
made within thirty days thereafter, or before notice of such decease
has been received by the bank.

In March, 1886, a law was passed relating to the bonds required
of savings bank treasurers. It had reference to continuing them
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in force, by requiring a renewal of the same as often, at least, as
once in five years.

By a special act of February, 1886, the Suffolk Bank of Boston
was allowed to exceed the prescribed limit in its holding of real
estate, the amount being fixed at $250,000 in addition to that
previously authorized.

In February, 1888, an act was passed demanding that during the
year 1889, and every third year thereafter, savings banks shall call
in the books of depositors for verification, in such manner as the
trustees may direct. One of the chief obstacles to a complete and
satisfactory examination and verification of the accounts of a sav-
ings bank lies in the fact that a large percentage of the depositors
seldom present their books for comparison with the bank accounts,
having no intelligent idea of the need or desirability of so doing.
This law was proposed and enacted for the purpose of meeting
in some measure this situation. Many of the institutions employ,
temporarily, a special accountant to attend to such examination. In
this way the regular officials of the bank are exempt from possible
criticism regarding the exactness with which the law is complied with.

In March, 1838, an amendment to the law of 1876, regarding
the duties of trustees, was enacted. It covered a point which had
for some time been looked upon with apprehension by the com-
missioners, namely, the want of regularity with which, in some
cases, these advisory officers attended to their duties. It was
accordingly provided that, “if a trustee fails to attend the regular
meetings of the board, or to perform any of the duties devolved
upon him as such trustee, for six consecutive months, his office
shall thereupon become vacant.”

In March, 1888, the forty and forty-first sections of chapter one
hundred and sixteen of the public statutes, previously quoted in
this history, was slightly amended. The time for making the annual
report was changed from fifteen to twenty days following the last
business day of October; the returns are to contain a statement
of the amount of each extra as well as of each semi-annual divi-
dend; the report is to be signed by the president, as well as by
“five or more trustees,” and the date on which the law requiring
a statement of the number of deposits of each specified amount is
to take effect, was fixed at “the year ending with the last business
day of October, 1889.” :

CONCLUSION.

After all, the true test of the value or practical utility of any
system is the discriminating analysis of time. If there exist elements
of weakness, nothing can prevent their exposure; and, on the other
hand, any resources of strength and stability will inevitably find a
deserved recognition. Time may, indeed, be a stern arbiter, and yet
she is usually a just one.
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These reflections force themselves into prominence when viewing
in the retrospect the savings bank system of this country, and espe-
cially of Massachusetts. Starting in this State, as we have seen,
while the idea, in a practical sense, was yet new to the world, it has
enjoyed a career of continuous prosperity and advancement. Strange
to say, it has met with but few reverses, and these have been
brief and generally restricted in their influence; so that the system
remains, after more than seventy years of practical operation, as
strong and helpful in its maturity as could have been hoped for by
its warmest advocates and supporters during its incipiency.

We have by no means, however, reason to flatter ourselves that
the system has arrived at a condition of perfection, for there may
yet be found many suggestions for its improvement. And yet it
may be confidently accepted as true, that in no other State of the
Union, nor in any country of the old world, has there been a more
marked advance, or more permanent and satisfactory results attained,
in the practical endeavor to provide for and to stimulate habits of
prudence and thrift among the common people than in the State of
Massachusetts. The wisdom of her foremost lawmakers, not less
than the sound practical sense and business insight of her best
citizens, have been invited to the task. The results have been com-
mensurate with the effort put forth; and it is therefore with a just
pride that we behold the fruition of their endeavors.

Since the early days of the savings bank system in Massachusetts,
as we have seen, most, if not all, legislation in its behalf has been
in three distinct, and yet, really analogous directions. First and
primarily, the endeavor has been to make the system so simple and
practical that every possible means of helpfulness to the common
people, for whose benefit these banks are intended, may be afforded.
To this end the necessary business details atterding the opening of
accounts, the deposit and withdrawal of money, the privileges of
minors and of dependent persons and the like, have been reduced to
the simplest and most apparent methods. Also, in the matter of
expense attending the management of the affairs of these institu-
tions, as, also, in the regulation of taxation, a just and proper spirit
of discrimination favorable to their pecuniary interests has always
prevailed.

Secondly, in the regulation of the very vital interests of these

. institutions as connected with the investments prescribed and
allowed, the policy has always been to give the largest freedom
practicable, within the limits of safety. From year to year these
limits have been wisely extended, so that they have come to include
many of the more substantial classes of securities out of the State,
and, in some instances, outside of New England. Originally, the
investments were required to be made almost entirely within the
limits of Massachusetts, but the widespread development of State
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and municipal credit elsewhere, served to dictate a more liberal
policy. A strict conservatism, however, has always obtained in all
legislation affecting this important interest. There is one class of
securities which has never met with special favor among legislators
in this State, namely, Western mortgages. Other States have
admitted them to their legalized catalogue of investments. It
remains to be seen whether these securities will prove safe and
reliable during a series of years.

The third point which has engaged the attention of our law-
makers quite constantly, and which has had the effect to create a
widespread confidence in our savings bank system, is the strict
supervision of the affairs of the individual institutions demanded,
and the constant publicity given to the same. The sworn returnms,
required annually of the officers, have been enlarged and elaborated
in their details, until they now cover every department and feature
of the system, the special knowledge of which can be of any
possible value in revealing the internal condition of the banks.

Thus it has been seen that, during the past fifty years, little
has been omitted, so far as our present wisdom and experience can
dictate, the accomplishment of which would, in any great degree,
have given greater strength or increased popular favor to a class
of institutions in the State upon the existence of which has
depended, in no small degree, the moral as well as the material
prosperity of the common people.

Annexed will be found tables showing the growth of the savings
bank system from its inception in 1816 to 1887, the year of the
latest available returns, which indicate, more succinctly and clearly
than could be done in any other form, the various changes that
have taken place, and the surprising advance that has been mace in
the several departments of the system.

TABLE SHOWING THE PROGRESS OF THE MASSACHUSETTS SAVINGS
BANKS FROM 1816 TO 1887. .

N . ~ .
< N < N
S8 N
No.of | BEIR No.of | EETR
Years. Charters | S 8w Years. Charters | S S
Granted.| = é R ‘g Granted. | 2 3 gé
1
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TABLE SHOWING THE PROGRESS OF THE MASSACHUSETTS SAVINGS
BANKS FROM 1816 TO 1887—CONTINUED.

* Decrease.
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TABLE SHOWING INVESTMENTS OF MASSACHUSETTS SAVINGS BANKS
AT DIFFERENT PERIODS FROM 1834 TO 1887, THREE RIGHT-
HAND FIGURES BEING OMITTED IN EVERY CASE.

* This item includes railroad stock, accrued interest, premi and accounts, and
such other asscts as are not classified,
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THE AUTHORITY AND LIABILITY OF BANK OFFI-
CERS*

[CASHIER—CONTINUED.]

In a previous number of the MAGAZINE the authority of a cashier
to discount notes was considered. We may add here, with respect
to re-discounting, that the United States Supreme Court, speaking
through Waite, C. J.,, have said that, “in the absence of restric-
tions, if he has procured a dona jfide re-discount of the paper of
the bank, his acts will be binding, because of his implied power
to transact such business.” (West St. Louis Savings Bank v.
Shkawnee County Bank, 95 U. S. 557.)

A cashier’s authority to accept bills of exchange has already been
considered. We may add, however, that his authority to accept
them, like that of discounting and indorsing notes, is a question
of law. (Farmers and Mechanics’ Bank v. Troy City Bank, 1 Doug.
Mich. 457.) The Supreme Court of Michigan has questioned his
authority to accept them in all cases. Says Judge Whipple: “ That
power is, and must be, limited to the drawing and accepting of
bills in the usual and ordinary course of the business of the bank
—in other words, in the legitimate exercise of the powers con-
ferred upon the bank by its charter. It is very true that the
cashier may abuse his trust, by accepting bills, and that the bank
may be made liable by such acceptances; but the person who seeks
to recover on such acceptances must be an innocent doza fide
holder, not affected by notice, actual or constructive, that in accept-
ing the bill the cashier exceeded his powers. To establish a con-
trary doctrine would be destructive, as well of the rights of the
bank as of the public, and cannot be justified upon principles of
either policy or justice.” (Farmers & Meckanics’ Bank v. Troy City
Bank, 1 Doug. Mich. 457, p. 475) The same court have declared
that he cannot accept accommodation bills. (/d)

As previously remarked, a note that is drawn payable to a
cashier is payable to the bank. (Blarsr v. First National Bank, 2
Flippini 111.) And when the intent is not clear in a parol con-
tract whether the cashier is acting for the bank or some other
principal, the defect can be supplied by parol testimony. A party
cannot be discharged who is apparently liable on the contract, but
a new one may be introduced by parol. (Merckants’ Bank v. Cen-
tral Bank, 1 Kelly, Ga. 418, the court citing Meckanics’ Bank v.
Bank, 5 Wheat. 326; 1 Cow. 536; 12 Mass. 240; 1 Cranch 345;
6 Adolph. & Ellis 486; 8 Mees. & Wels. 440; Story on Agency,

§ 490)
* Copyrighted.
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In certifying if the holder of a check knows that the drawer is
without funds, he cannot hold the bank on its certificate. Says
Allen, J., in one of the most frequently cited cases on this sub-
ject: “One who deals with an agent has no right to confide in
the representation of the agent as to the extent of his powers.
If, therefore, a person knowing that the bank has no funds of the
drawer, should take a certified check, upon the representation of
the cashier or other officer, by whom the certificate was made, that
he was authorized to certify without funds, the bank would not
be liable.” (Farmers and Merchants’ Bank v. Butchers and Drovers'
Bank, 16 N. Y. 125, p. i Clarke National Bank v. Bank of
Albion, 52 Barb. 592.)

Formerly the payment of an overdraft was always regarded as
wrong, and the courts not infrequently applied severe language to
the offenders. (Eickelberger v. Finley, 7 Harr. & Johns. 381, p. 387;
Lancaster Bank v. Woodward, 18 Pa. 357, p. 362; Bank v. Colder,
3 Strobh. S. Car. 403, p. 408; Minor v. Mechanics' Bank, 1 Pet.
46.) In New Jersey, the overdrawing by a cashier, director or other
officer, of his account for his own benefit, is a statutory offense,
though done without the intention of defrauding the bank. (Staze
v. Stimson, 24 N. ]J. Law 478.) But in more recent days the law
has been mcdified. If a depositor is permitted to overdraw his
account, this permission may be justified. If the depositor is in
good financial and moral standing, the transaction may be wholly
free from objection. (Commercial Bank v. Ten Eyck, 48 N. Y. 305,
p. 310) “The transaction is then a loan simply, which is not
obnoxious to any law.” (Hallet, Cir. J., Union Mining Co. v. Rocky
Mountain National Bank, 2 Col. 248, p. 255, affd. g6 U. S. 640
s. ¢. 1 Col. 531 and 2 /d. 227, 248, §65.) Nor can the cashier’s
authority to permit an overdraft be questioned in an action by the
bank to recover the money. (Union Mining Co. v. Rocky Mountain
National Bank, 2 Col. 248.)

Cashiers often act for other persons, and some of the most
difficult questions in this department of the law have sprung from
these transactions. On one occasion a woman contracted to lend
money to the cashier of a bank tor his use, on his representation
of owning stock therein, and agreement to transfer the same to
her as security. He afterward produced a certificate of stock, on
the faith of which she made a loan. It was, however, fraudulently
issued. It was held that, as she knew that the cashier was acting
for himself as well as for the bank in issuing the certificate, she
ought to have inquired concerning his authority to issue it, and
not having done so, the bank was not liable therefor. (Moores v.
Citizens' National Bank, 111 U. S, 156, affg. 15 Fed. Rep. 141.)

The case of the First National Bank v. Town of New Milfora
(36 Conn. 93) is worth describing. The cashier was also a town
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treasurer. He was the principal manager of the bank, and was
accustomed to make loans without consulting the directors. He
took money from the bank for his own use, and executed a note
as town treasurer for the amount, for which he had no authority.
The loan was to cover a fraud. The bank sued the town on the
note. It failed, however, to recover, the court holding that the
cashier had full knowledge of the fraud, and if the bank ratified
the contract, “must accept his knowledge and be bound by it
precisely as if the loan had been made and the knowledge had by
the board of directors.”

When a cashier is thus acting as agent for a person, he cannot
introduce an account rendered to his principal of the deposit and
withdrawal of money against the record kept by the bank itself
of these matters. (Loring v. Brodie, 134 Mass. 453.)

Though having no authority to do many things, the bank may
become bound for his conduct by ratification. The question in such
cases 15, what action on the part of the directors shall be regarded
as an adoption or approval of their cashier’s conduct. No prin-
ciple, perhaps, is more often asserted than this: if the bank receives
and retains the benefit of the cashier's act, it is responsible there-
for. (Merchants’ Bank v. Central Bank, 1 Kelly, Ga. 418; 8 Cow.
25: 7 Cranch 299; 19 Johns. 60; 5 Wheat. 334; Story on Agency,
§ 162.)

In Elliot v. Abbot (12 N. H. 548) it was held that the directors
could not ratify the act of the cashier unless at a meeting. The
question arose in this case over the validity of an indorsement to
a note. Parker, C. J., speaking for the court, said: *“ There seems
to be no sufficient evidence on which to sustain an indorsement
through the acts of the directors. A majority of them assented,
it is saic; but this -was at no regularly ratified meeting, nor, in
fact, at a meeting of those who did assent, although that would
not have been sufficient to have given it the character of an act
of the board. There should have been either the act of all (and
it is not settled whether that would be sufficient, unless they met
together), or there should have been a stated or regularly ratified
meeting, at which all might have been present, in which case the
act of a majosity of a quorum might have been good.” (Eliot v.
Abbot, 12 N. H. 3549, p. 556, citing Despalck Line of Packets v.
Bellamy Manufacturing Co., Id. 205, p. 224.)

But in Pennsylvania the ratification need not be formal at a
meeting of the board. Said the court, in a case in which the cashier
bad offered a reward” for the detection of bank robbers, “it is not
necessary, in order to bind the bank by their acquiescence, that
notice should have been given to the directors when sitting in
their official capacity as a board. If they were personally cognizant
of the offer made by the cashier, it was their duty to call a meet-

I3
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ing of the board and disavow the act, if they were unwilling that
the bank should be bound by it.” (Kelsey v. National Bank, 69 Pa.
426, p. 430.)

The cashier of a bank loaned a portion of the money deposited
there by the subscribers of stock to a bridge and banking com-
pany, payable on demand, and sent a statement of the loans to
the cashier of that company, and requested to be informed whether
they were satisfactory. To this an affirmative reply was made,
nor did the managers at a meeting afterward held by them take
any action. Their silence was regarded as an acquiescence, and a
release of the bank from liability in making these loans. (New
Hope and Delaware Bridge Co., 3 N. Y. 156.)

This doctrine of ratification is applied differently to the acts of
cashiers or other officers touching the internal affairs of a bank
than to acts affecting third parties. The doctrine primarily exists
for the protection of third parties who deal with a bank on the one
hand, and the protection of the bank officers from personal liability
to the bank on the other. For example, if a cashier should raise
his- salary, and the change should be entered on the books and
be thus charged and paid for a long period, the bank could collect
the excess unless it was shown in the clearest manner that the
directors knew of the increase and that he had drawn the money.
And if the cashier should happen to be a director his knowledge
could not be imputed to them, for his interest would be opposed
to theirs and that of the bank. Nothing less than actual knowl-
edge by them would be regarded as knowledge and acquiescence.
(First National Bank v. Drake, 29 Kan. 311. See Harrisburg Bank
v. Foster, 8 Watts 12.)

A bank may contract with its cashier that he shall select and
pay from his salary the clerks required in conducting the business
of a bank. And if he should do so, and a special deposit is lost,
negligence cannot be imputed to the bank for making such a con-
tract. (Smith v. First National Bank, 99 Mass. 605.)

Concerning his own compensation, “where no salary is prescribed,
one appointed to an executive office, like that of a cashier, is
entitled to reasonable compensation for his services, and the direct-
ors have power to fix the.salary after the expiration of the term
of office, and this though such appointee is also a director and
continues to be such while holding the independent office.” (Brewer,
J.. #irst National Bank v. Drake, 29 Kansas 311, p. 330. See also
Loan Association v. Stonemetz, 29 Pa. 534; Cilizens’ National Bank
v. Elliott, 55 lowa 105, and cases in 29 Kansas 311.)

When no express agreement is made concerning an increase, what
acts may be regarded as establishing his right to receive more?
In one case a cashier was paid at first $200 per month. Subse-
quently, he drew $300 a month, and the amounts were charged to
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him and reported to the board. This practice was continued for
seven years. These facts were regarded as establishing an implied
agreement to increase his salary to the higher amount. (Sazn
Joaguin Valley Bamk v. Bours, 65 Col. 247.)

It need hardly be added that when a bank becomes insolvent
the cashier has no lien on the money therein for his deposits or
salary. (Bruyn v. Recetver of Middle District Bank, 1 Paige 584.)

Another important topic relates to the knowledge of the cashier,
when can it be imputed to the bank? The general principle is
well known that his knowledge is also that of his bank. (Branck
Bank v. Steele, 10 Ala. 915; Bank of St. Mary's v. Monford, 6
Ga. 44; Lessee of Veasey v. Grakam, 17 Ga. 99.) Says Judge Lake:
“The rule has been long and firmly established that where one by
his words or conduct willfully causes another to believe in a cer-
tain state of things, and induces him to act on that belief so as
o alter his own previous position, the former is concluded from
averring against the latter a different state of things as existing at
the same time.” (Grant v. Cropsey, 8 Neb., p. 208, citing Pickard
v. Sears, 33 Eng. Com. Law 257; Davis v. Handy, 37 N. H. 65;
Merckants' Bank v. Rudolf, 5 Neb. 527.)

Some applications of the principle will be given. C. & Co., who
were private bankers, gave a certificate of deposit to B. They
were succeeded by a savings bank, the business of which was
conducted in the same place and by the members of C. & Co,
ome acting as president, another as treasurer, and a third as
cashier. B. presented his certificate at the bank, and the cashier
issued a new one of the bank in lieu of it, and charged
the amount on the books of the bank to C. & Co., who had an
unauthorized credit, without the knowledge of the trustees.
This certificate was renewed from time to time, and so were others
in like manner. B. finally sued the bank on his certificate and
recovered. (Cstizens' Savings Bank v. Blakesley, 42 Ohio St. 645.)

In Lime Rock Bank v. Macomber (29 Me. 564) the bank was sued
on a note which was never discounted or accepted by it, but the
president, cashier and general attorney knew that it had been
brought. It was held that the jury were justified in regarding
the bank as having consented to the maintenance of the suit.

But a person who inquired of an officer of a bank whether he
could safely lend money on pledge of its stock, and receiving an
affirmative answer, took it as a pledge that he could hold the
same against the bank, which afterward claimed that it was for-
feited for dues. “ After thus inducing the plaintiff to part with his
money, it would be a fraud on him to suffer the defendant to
forfeit the stock for alleged dues. Whether the admission thus
made by the agent of the company was true or false is not open
for inquiry; as the plaintiff acted on it in good faith, it must stand
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as an estoppel, which determines the rights of these parties.”
(Moore v. Bank of Commerce, 52 Mo. 377; see Taylor v. Zepp, 14
Id. 482)

If a cashier receives trust securities on a loan knowing they are
of this nature, the bank is affected with his knowledge, and should
inquire into the authority of the trustee to pledge them. (Loring
v. Brodie, 134 Mass. 453.*) And if the loan continues, though new
notes have been given, and another cashier has been employed.
the bank has no less knowledge than before. (/d.) In Loring w.
Brodie (13 Mass. 453) the securities pledged by the trustee “ showed
distinctly, by the certificates or the transfers, that they were the
-property ” of a trust estate. “ Whether the cashier,” said the court,
“read them or not, the bank must have imputed to it the knowl-
edge which they bore on their face. It was known, therefore, that
they constituted trust property pledged for a note of the trustee.”
The bank, consequently, was held responsible for the value of the
securities.

Sometimes the knowledge or admissions imparted to indorsers
on notes held by the bank are imputed to it. Thus, if he should
declare to an indorser on a note, indorsed also by himself,
that it had been paid, though it had not been, and a loss was
sustained, the bank would be bound. But, of course, it could hold
the cashier as an indorser. (Grant v. Cropsey, 8 Neb. 205.) In
Grant v. Cropsey (8 Neb. 205), which was a case of this character,
Judge Lake said: “ We fail to see any good reason for relieving
the bank from the loss, if any loss has been caused by the false-
hood of its cashier. The bank directors knew, or were bound to
know, of the discounting of this note, and who were the makers.
They permitted the cashier to stand in the double attitude of joint
debtor and agent for the collection of the debt. The knowledge
of the directors as to his attitude and interest was at least equal
to that of Grant, and having this knowledge, if they continued
him in a service whereby he could and -:did falsely make the
statements imputed to him, occasioning a loss, there is certainly
no good reason for saying that Grant, rather than the bank, shall
bear it.”

On another occasion, a second indorser of a note went to the
bank where it was discounted, and told the cashier, who was the
first indorser, that the maker was sending his personal property
away, and requested the cashier to have an execution issued on
the judgment which the bank had obtained against the drawer.
The ‘cashier refused to do this, saying that he would discharge
him from his indorsement and look to the maker. This was held
to be a good discharge in a suit afterward brought by the bank
against him. (Bank v. Klingensmith, 7 Watts §23.)

* His declarations that stock pledged with the bank was in trust may be introduced to
show that it was thus pledged. (/arrisdurg Bank v. Tyler, 3 Watts & Serg. 373.)
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But the imputation of an officer’s knowledge of the bank’s busi-
ness to the bank has limitations. Knowledge of it lying beyond
an officer’'s sphere of duty cannot be imputed to the bank. Thus,
the knowledge of a bookkeeper who had nothing to do with col-
lections, and who knew of the residence of indorsers of a note
held by the bank, could not be imputed to it. Says Judge Clay-
ton: “Where a bank has several agents, to whom separate and
independent duties are intrusted, notice to one of them, in regard
to a matter not pertaining to his duties, cannot affect the bank.
It is the duty of the cashier or of the teller to superintend the
collection of paper deposited in the bank for payment. It is the
duty of the same officers to give information as to the residence
of the indorsers. If the bank may be justly chargeable with notice
to either of these officers, as to such residence, it cannot be so
chargeable by the knowledge of, or the notice to, one of its
clerks not intrusted with the duty of superintending such collec-
tions. The principle is a general one, that the conduct of the agent
only binds his employer when he acts within the limits of the power
granted to him, and with reference to the subject-matter of the
agency.” (Goodloe v. Godley, 13 Sm. & Marsh. 233, p. 238, citing
Fortner v. Parkam, 2 Sm. & Marsh. 164; Commercial Bank v. Wil-
#ins, 6 How. 220; Wilcox v. Routk, 9 Sm. & Marsh. 476.)

The cashier’s knowledge of the insolvency of a bank cannot be
imputed to the directors. In one case a cashier continued to
receive ' deposits long after the insolvency of his bank, but the
directors supposed it was solvent. A customer deposited a check
for collection, but before it was collected the bank failed. It was
contended that the cashier committed a fraud in receiving the
check when the bank was in an insolvent condition, and that it
belonged to the depositor. But the court remarked that no knowl-
edge by any of the officers of the bank of its insolvency was
sufficient to annul the transaction, unless the evidence clearly
showed that the directors had such knowledge. (Balback y. Freling-
Akuysen, 15 Fed. Rep. 675.)

The imputation of the cashier’'s knowledge to his bank of trans-
actions in which he is acting as agent for another, and also those
in which he is acting individually for himself, should be carefully
distinguished. Whenever he is acting as agent his knowledge is
imputed to the bank, and this rule has been inflexibly maintained
for the protection of third persons. Two of the more noteworthy
cases on this point are Holden v. New York and Erie Bank (72
- N. Y. 286) and Mechanics’ Bank v. Schaumburg (38 Mo. 228), which
will be reviewed in another place. But when a cashier is acting
for himself his knowledge is imputed to the bank in those trans-
-actions affecting it in which he has also acted for its interest;
and is not imputed when he has acted contrary thereto. Thus, if
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a cashier should fraudulently procure a note as an accommodation,
and should sell the same and receive in payment a draft which
he should indorse to his bank, it would not be chargeable with
notice of the fraud. The general rule that the principal is bound
by the knowledge of his agent concerning the subject of negotia-
tion, which it is his duty to communicate to the principal, does
not apply to such a case. It is one of the exceptions which arises
“when the circumstances are such as to render it certain that the
agent did not communicate his knowledge or information to his
principal.” . . . *“Ordinarily,” says Reed, J., “the circumstances
are such as to beget a presumption that the communication was
in fact made. But when they are of such character that, accord-
ing to all human experience and observation, the probability is just
the reverse, it would be absurd to indulge that presumption.”
(Hummell v. Bank of Monroe, 37 N. W. Rep. 954, Iowa Sup. Ct.,
1888; see Kennedy v. Green, 3 Mylne & Keen 699; First National
Bank v. Drake, 29 Kan. 311.)

On the other hand, a cashier, who was insolvent and heavily
indebted to a bank of which he was cashier, transferred securities
to it for the purpose of preferring it over other creditors. His
knowledge of his insolvency was declared to affect the bank of
which he was cashier, and to invalidate the transfer. *“The bank
must be affected,” said the court, “by the knowledge which the
only one acting for it about this transaction had.” (Witters v.
Sowles, 32 Fed. Rep. 762.)

If a cashier happens to be a director in another company, it
does not follow that he has a knowledge of its affairs, and which,
through him, is also known by his bank. Thus, if a company
should make an imperfect note, the law would not presume that
the cashier had knowledge of it, and through him, also, his bank.
(Manufacturers’ National Bank v. Newell, 37 N. W. Rep. 420, the
court citing President, etc., v. Cornen, 37 N. Y. 320;
Bank v. Savery, 82 N. Y. 291; Mann v. Bank, 34 Kansas 746.)

[TO BE CONTINUED.]
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AUTHORITY OF BANK PRESIDENT.
SUPREME COURT OF NEW YORK, GENERAL TERM.
Marine Bank of Buffalo v. Butler Colliery Co.

In an action against an indorser, where the notarial certificate of protest and
notice appears in the case accompanying the note, and there is no request to find
that the note was not duly protested. and no exception to the finding that when
it became due it was duly presented. and payment was demanded and refused, and
due notice thereof was given to defendaant, it will be assumed that the certificate
was regarded at the trial as having been put in evidence, and as establishing due
notice.

Where the president of a corporation is permitted for several vears to act and to
represent himself as the general manager and director of its business, the corpora-
tion cannot set up its by-laws as countervailing the president’s authority to repre-
sent that a certain person is the authorized agent of the corporation for the sale of
its goods, and to take, indorse, and procure the discount of notes for goods sold.

The bank to which the representation of the agent's authority is addressed is
catitled to rely on the agent’s representations that notes offered for discount were
taken for goods sold, and the principal is estopped to deny the truth of the repre-
seatations,

Such bank is entitled to credit for all moneys drawn by the agent in the ordinary”
course of business. and apparently within his authority.

Notes in renewal of notes taken for goods sold are within the authority.

Indorsements by the agent in his name, followed by the word **agent,’ and the
name of his principal, are within the intent of the authority, and are good, espe-
cially when that has been the course of dealing, to the principal’s knowledge.

The bank is not affected by revocation ot the agent’s authority or change in the
personnel of the principal until it has notice thereof.

A cause of action by the bank for an overdraft is established by proof of the
drawing of a check for the amount by the agent to the order of the principal, and
Payment thereof on the indorsement of the president of the principal, there being
00 funds to the credit of the account.

DwiGHT, J.—The action was to recover the amount of 13 promissory
notes discounted for the account, as is alleged, of the defendant, on the
indorsement of the latter by an agent duly authorized thereto; also the
amount of a small overdraft of the same account, made by the agent,
and paid to the defendant. The plaintiff is a banking corporation un-
der the laws of this State, and the defendant a mining corporation organ-
ized under the laws of Pennsylvania, having its principal financial and
business office at Elmira, in this State. Eli S. Hubbell was, on the 12th
day of July, 1881, the agent of the defendant at Buffalo. The agent and
the business were introduced to the plaintiff on the day last named
by a letter, of which the following is a copy.

“ THE BUTLER COLLIERY COMPANY.
ELMIRA, N. Y., July 12, 1881,

“S. M. Clement, Esq., President—DEAR SIR: This is to inform you
that E. S. Hubbell is the authorized agent of the Butler Colliery Com-
pany for the sale of its coal at Buffalo, N. Y. Any paper he may take
for coal sold for said company he is authorized to indorse as the agent
of said company, and get it discounted at your (the Marine) bank, and
that any and all such papers so indorsed which you may discount for him
the said company will see paid.

“Yours truly, F. C. DINNINNY, President.”

The writer of the letter was the president of the defendant, elected in
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1877, and continued in that office without re-election down to the time
of the commencement of this action ; there having been no election of
officers since 1877, and no meeting of directorssince 1879. He was dur-
ing all that time the actual manager of the business of the defendant,
and, with the nominal treasurer of the corporation, owned all its stock,
except a few shares held by persons employed in the office of the defend-
ant, sufficient to qualify them for directors, and thus to make and
maintain a corporate organization. As president he drew the drafts,
and indorsed the checks and other commercial paper of the defendant,
and directed all the financial affairs of the corporation, with the knowl-
edge of the other directors and stockholders. The business of the
defendant at Buffalo was the sale of coal mined at Pennsylvania, for
cash and on credit, at wholesale and retail; its sales at that place
amounting am‘n.xall‘Yl to from 18,000 to 20,000 tons, and in value to about
$100,000 a year. ubbell continued in charge of the coal-yard and
business at Buffalo, doing business in the name of the defendant, and
with its knowledge, until about July 18, 1886, when for the first time the
laintiff received notice of the revocation of his authority as agent.
here is evidence on the part of the defendant tending to show that
some time in February, 1883, the defendant, by its president, directed
Hubbell to have no more notes discounted on its indorsement, but to
send all notes taken for coal to the Elmira office; also that about May
of that year the sale of coal at Buffalo was in fact the business of Din-
ninny and Carson—the president and treasurer of the defendant—
though still carried on in the name of the corporation; but no notice of
such revocation of the authority of the agent or change in the proprie-
torship of the business at Buffalo was ever given to the plaintiff until
after the last of the transactions which are the subject of this action.
The business was during all that time carried on in the name of the
defendant, and by Hubbell as agent, in the same manner, and with the
same apparent authority, as before. The 13 notes in suit were all pre-
sented by him for discount, and discounted by the plaintiff in the usual
course of business, in April, May, and June of 1886. Some of the notes
in suit, like many others which had been discounted during the five
years of the continuance of the business, were given in renewal of pre-
vious notes received in the sale of coal; and the consideration of all
of them was coal sold at the yard in Buffalo, either at the dates of the
notes or previously thereto. The notes were all duly protested for non-
payment, and notice of dishonor was duly given to the defendant, as
shown by the notarial certificates which are contained in the case.
question was raised for the first time on the argument here, whether
those certificates were formally offered in evidence, but they are found
in the case accompanying the notes to which they severally relate.
There was no request to find that the notes in suit were not duly pro-
tested for non-payment, nor any exception to the finding of the referee
« that when said notes respectively became due they were duly presented
for payment, according to their terms, and payment was demanded and
refused, and thereupon due notice thereof was given to the defendant.”
We must assume that the notarial certificates were regarded on the
trial as having been put in evidence, and as establishing the fact of due
notice of dishonor of the notes. The remaining cause of action for an
overdraft of the account in the plaintiff bank was established by undis-
uted evidence, which showed that the check for that amount, drawn
y E. S. Hubbell, agent, to the order of the defendant, was paid, on the
indorsement of “F. C. Dinninny, President,” etc., to the bank at Elmira,
through which it was forwarded for collection, there being at that time
no funds to the credit of the account against which it was drawn in the
plaintiff bank.
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Upon these facts, found upon undisputed evidence, we cannot doubt
the correctness of the conclusion of the referee, which awards a recover
to the plaintiff. The notes were evidently discounted by the plaintiff,
relying upon the apparent authority of Hubbell, the agent, to indorse
them for the defendant. The letter of July, 1881, gave the plaintiff
notice of Hubbell's authority, as agent .of the defendant, to sell its coal
at Buffalo, to take notes for coal sold, to indorse such notes for the
defendant, and to procure their discount at the plaintiff's bank. The
authority of Dinninny to write the letter, and to bind the defendant there
by, is clearly established by the undisputed evidence of the manner in
which the business of the corporation was conducted. Duringall the years
covered by the transactions in question the president of the corporation
was permitted to be, and to hold himself out to the world as being, the
general manger and director of its business. The act 